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Dear Audit and Governance Committee Members

Audit planning report Year ended 31 March 2024

Attached is our Audit Planning Report for the forthcoming meeting of the Audit and Governance Committee. The purpose of this report is
provide the Audit and Governance Committee of East Suffolk Council (the Council) with a basis to review our proposed audit approach and

scope for the 2023/24 audit, in accordance with the requirements of the Local Audit and Accountability Act 2014, the National Audit Office’s
2020 Code of Audit Practice, the Statement of Responsibilitiesissued by Public Sector Audit Appointments (PSAA) Ltd, auditing standards
and other professional requirements, but also to ensure that our audit is aligned with the Committee’s service expectations.

Thisreport summarisesour initial assessment of the key issues which drive the development of an effective audit for the Council. We have
aligned our audit approach and scope with these. The report also considersthe likely impact of Government proposals to clear the backlog in
local audit and put the local audit system on a sustainable footing. The joint statement on the update to proposalsto clear the backlog and
embed timely audit recognises that timely, high-quality financial reporting and audit of local bodies is a vital part of our democratic system.
Not only does it support good decision making by local bodies, by enabling them to plan effectively, make informed decisions and manage
their services, it ensurestransparency and accountability to local taxpayers. All stakeholdershave a critical role to play to addressing the
audit backlog.

(continued)




The Audit and Governance Committee, as the Council’s body charged with governance, has an essential role in ensuring that it has assurance
over both the quality of the draft financial statements prepared by management and the Council’swider arrangementsto support the
delivery of atimelyy and efficient audit. Where this is not done it will impact the level of resource needed to discharge our responsibilities. We
will consider and report on the adequacy of the Council’s external financial reporting arrangements and the effectiveness of the audit
committee in fulfillingits role in those arrangements as part of our assessment of Value for Money arrangements, and consider the use of
other statutory reporting powersto draw attention to weaknessesin those arrangementswhere we consider it necessary to do so.

We draw Audit and Governance Committee members and officers attention to the Public Sector Audit Appointment Limited’s Statement of
Responsibilities (paragraphs 26-28) which clearly set out what is expected of audited bodies in preparing their financial statements (see
Appendix A).

This report isintended solely for the information and use of the Audit and Governance Committee, and management, and is not intended to
be and should not be used by anyone other than these specified parties. We welcome the opportunity to discussthis report with you on 11
March 2024 as well as understand whether there are other matters which you consider may influence our audit.

Yours faithfully

David Riglar
Partner
For and on behalf of Ernst & Young LLP
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Publlc Sector Audit Appomtments Ltd (PSAA) issued the “Statement of responsibilities of audltors and audited bodles Iti is available from the PSAA website (https://www.psaa.co.uk/managing-audit-
2023-24-audits/). The Statement of responsibilities serves as the formal terms of

engagement between appointed audltors and audited bodies. It summarises where the different responsibilities of auditors and audited bodies begin and end, and what is to be expected of the audited body in

certain areas.
The “Terms of Appointment and further guidance (updated July 2021)” issued by the PSAA (

uly-2021/) sets out additional requirements that auditors must comply with, over and above those set out in the National Audit Office Code of Audit Practice (the Code) and in legislation, and covers matters of
practice and procedure which are of a recurring nature.
This report is made solely to the Audit and Governance Committee and management of East Suffolk Council. Our work has been undertaken so that we might state to the Audit and Governance Committee and
management of East Suffolk Council those matters we are required to state to them in this report and for no other purpose. To the fullest extent permitted by law we do not accept or assume responsibility to
anyone other than the Audit and Governance Committee and management of East Suffolk Council for this report or for the opinions we have formed. It should not be provided to any third-party without our prior

written consent.
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https://www.psaa.co.uk/managing-audit-quality/statement-of-responsibilities-of-auditors-and-audited-bodies/statement-of-responsibilities-of-auditors-and-audited-bodies-from-2023-24-audits/
https://www.psaa.co.uk/managing-audit-quality/terms-of-appointment/terms-of-appointment-and-further-guidance-1-july-2021/

Confidential —All Rights Reserved

-"

Overwew of our 2023/24 audit
strategy

A\

§ East Suffolk Council 2023/24 Audit Planning Report| 5



Overview of our 2023/24 audit strategy

Context for the 2023/24 audit — Department for Levelling-up, Housing and Communities (DLUHC) and
Financial Reporting Council (FRC) measures to address local audit delays

Timely, high-quality financial reporting and audit of local bodies is a vital part of our democratic system. It supports good decision making by local bodies and ensures
transparency and accountability to local taxpayers. There is general agreement that the backlog in the publication of audited accounts by local bodies has grown to
an unacceptable level and there is a clear recognition that all stakeholdersin the sector will need to work together to address this. DLUHC has worked collaboratively
with the FRC, as incoming shadow system leader, and other system partners, to develop measuresto clear the backlog. The proposals, which have been developed to
maintain auditor independence and enable compliance with International Standards on Auditing (UK) (ISAs (UK)), consist of three phases:

Phase 1: Reset involving clearing the backlog of historic audit opinions up to and including financial year 2022/23 by 30 September 2024.

Phase 2: Recovery from Phase 1 in a way that does not cause a recurrence of the backlog by using backstop datesto allow assuranceto be rebuilt over multiple audit
cycles.

Phase 3: Reform involving addressing systemic challengesin the local audit system and embedding timely financial reporting and audit.

To support the further development and testing of the measures, consultations are taking place to receive further feedback and inform the decision on how to
proceed. Specifically:

» DLUHC has launched consultation on changesto the Accounts and Audit Regulations2015 to insert statutory backstop dates for historic accounts and for the
financial years 2023/24 to0 2027/28.

* The National Audit Office (NAO) has launched consultation on amending the Code of Audit Practiceto :

* Require auditorsto issue audit opinions according to statutory backstop data for historic audits, and place specific duties on auditors to co-operate during
the handover period for the new PSAA contract for the appointment of local authority auditors covering the years 2023/24 to 2027/28.

» Allow auditorsto produce a single value for money commentary for the period to 2022/23 and use statutory reporting powers to draw significant matters
to the attention of councils and residents.

» The Chartered Institute of Public Finance and Accountancy (CIPFA) is expected to issue a consultation on temporary changes to the accounting code for
preparation of the accounts. The proposed temporary changes to the financial reporting framework have an impact on both how the accounts are prepared and
our audit procedures necessary to gain assurance.

As a result of the system wide implementation of backstop dates it is likely that we will disclaim the Council’s2021/22 and 2022/23 accounts. The proposed
disclaimer of the Council’s2021/22 and 2022/23 accounts will impact both the audit procedures we need to undertake to gain assurance on the 2023/24 financial
statements and the form of our audit report in 2023/24 and subsequent years during the recovery phase.

The changes proposed by the consultationstherefore will have a significant impact on both the scope of the 2023/24 audit and our assessment of risk. We will
continueto provide updates to the Audit and Governance Committee as the audit progresses and our final assessment on the scope and nature of procedures we will
undertake becomes clearer. We have highlighted those areas where we consider it most likely that the proposed measureswill impact our audit approach and scope
as part of this Audit Planning Report.
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Overview of our 2023/24 audit strategy

Responsibilities of Council/ Authority management and those charged with governance

For the planned measuresto be successful and the current backlog to be addressed it is vital that all stakeholders properly discharge their responsibilities.

The Council’s Section 151 Officer is responsible for preparing the statement of accountsin accordance with proper practices and confirming they give a true and fair
view of the financial position at the reporting date and of its expenditure and income for the year ended 31 March 2024. To allow the audit to be completedon a
timely and efficient basis it is essential that the financial statements are supported by high quality working papers and audit evidence and that Council resources are
readily available to support the audit process, within agreed deadlines. The Audit and Governance Committee, as the Council’sbody charged with governance, has an
essential role in ensuring that it has assurance over both the quality of the draft financial statements prepared by management and the Council’s wider arrangements
to support the delivery of a timely and efficient audit. Where thisis not done, we will:

» Consider and report on the adequacy of the Council’s external financial reporting arrangements as part of our assessment of Value for Money arrangements.

+ Consider the use of other statutory reporting powers to draw attention to weaknesses in Council financial reporting arrangements where we consider it necessary
to do so.

» Seek afee variation for the cost of additional resources needed to discharge our responsibilities. We have set out this and other factorsthat will lead to a fee
variation at Appendix B of thisreport together with paragraphs 26-28 of PSAA’s Statement of Responsibilities which clearly set out what is expected of audited
bodies in preparing their financial statements.

» Impact the availability of audit resource availableto complete the audit work in advance of any applicable backstop dates.
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Overview of our 2023/24 audit strategy

The following ‘dashboard’ summarisesthe significant accounting and auditing matters outlinedin this report. It seeksto provide the Audit and Governance
Committee with an overview of our initial risk identification for the upcoming audit and any changes in risks identified in the current year.

Audit risks and areas of focus

Risk/ area of focus Risk identified Change from2020/21 Details
audit
Misstatement due to fraud or error Fraud risk No change in risk or Thereis arisk that the financial statements as a whole are not free from material
focus misstatement whether caused by fraud or error. We perform mandatory procedures
regardless of specifically identified fraud risks.
Inappropriate capitalisation of revenue Fraud risk No change in risk or Under ISA 240 there is a presumed risk that revenue may be misstated due to improper
expenditure focus revenue recognition. In the public sector, this requirement is modified by Practice Note

10 issued by the Financial Reporting Council, which states that auditors should also
consider the risk that material misstatements may occur by the manipulation of
expenditure recognition.

We have assessed the risk is most likely to occur through the inappropriate capitalisation
of revenue expenditure.

Pension Valuation Inherent risk No change in risk or The Local Authority Accounting Code of Practice and IAS19 require the Council to make
focus extensive disclosures within its financial statements regarding its membership of the
Local Government Pension Scheme.

Accounting for this scheme involves significant estimation and judgement and therefore
management engages an actuary to undertake the calculations on their behalf. ISAs (UK)
500 and 540 require us to undertake procedureson the use of management experts and
the assumptions underlying fair value estimates.

Property, Plant & Equipment (PPE) and Inherent risk No change in risk or The valuation of land and buildingsincludedin the financial statementsis complex and
Investment Property (IP) Valuation focus often includesa number of assumptions and judgements. Enhanced procedures are
required to challenge and evaluate key inputs and assumptions.
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Overview of our 2023/24 audit strategy

The following ‘dashboard’ summarisesthe significant accounting and auditing matters outlinedin this report. It seeksto provide the Audit and Governance
Committee with an overview of our initial risk identification for the upcoming audit and any changes in risks identified in the current year.

Audit risks and areas of focus

Risk/ area of focus Risk identified Change from2020/21 Details

audit
Full group accounts will be prepared in Inherent risk New risk This subsidiary (ESSL) was incorporated in March 2022, and was formed to take over
2023/24 dueto East Suffolk Services operations from the Norse Joint Venture. This occurred from the 1st July 2023. As a
Ltd (ESSL) becoming more material to result ESSL’s activity has become material to the group during2023/24.
the group.

We have assessed the risk is most likely to occur through the inaccurate or incomplete
consolidation adjustments and group disclosures.

General Ledger system upgrade and a Area of focus New risk The Council has introduced changesto their main financial system during 2023/24. The
data migration from a local server to a finance system containsthe financial data that forms the basis of the accountingrecords
hosted cloud solution and entries used to create the Council’s Statement of Accounts.

We have assessed the risk is most likely to occur through the inaccurate or incomplete
migration of client data between the old and new server resulting in materially incorrect
records and entriesin the financial statements.

The outcome of consultation on the planned measuresto address local audit delays and the likely issue of a disclaimer on the Council’s2021/22 and 2022/23
financial statements and any guidance subsequently issued may continue to impact on our assessment of materiality for the 2023/24 audit. We will keep the Audit
and Governance Committee updated on any changes to materiality levels as the audit progresses.
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Overview of our 2023/24 audit strategy

Council Materiality

Audit
differences

Performance
materiality

Planning
materiality

Materiality has been set at £3.244m,

£3.244m Whichrepresents2.0%of 2022/23
gross expenditure on provision of
services.

Performance materiality has been set
£92.433m at £2.433m, which represents 75%of
materiality.

We will report all uncorrected

£0.162m misstatementsrelating to the primary
statements (comprehensiveincome
and expenditure statement, balance
sheet, movement in reserves
statement, cash flow statement,
housing revenue account, collection
fund) greater than £0.162m. Other
misstatementsidentified will be
communicated to the extent that they
merit the attention of the Audit and
Governance Committee.

The outcome of consultation on the planned measuresto address local audit delays and the likely issue of a disclaimer on the Council’s2021/22 and 2022/23 financial
statements and any guidance subsequently issued may continue to impact on our assessment of materiality for the 2023/24 audit. We will keep the Audit and Governance
Committee updated on any changes to materiality levels as the audit progresses.

Group consideration
Group accounts will be prepared in 2023/24 as East Suffolk Services Ltd (ESSL) became operational from 1%t July 2023, and is material to the group.

As thisis the first year of East Suffolk Services Ltd (ESSL) operating and engaging an external auditor. It is too early in the audit process to determine an appropriate
planning materiality, audit scope and strategy for the group.

We will update the Audit and Governance Committeein a later meeting on the outcome of our group planning procedures. We have raised an inherent risk concerning first
year preparation of full group accounts (see slides 9 and 19).
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Overview of our 2023/24 audit strategy

Audit scope

This Audit Planning Report covers the work that we plan to perform to provide you with:

» Our audit opinion on whether the financial statements of the Council give a true and fair view of the financial position as at 31 March 2024 and of the income and
expenditure for the year then ended; and

» Our commentary on your arrangementsto secure value for money in your use of resources for the relevant period. We include further details on VFM in Section
3.

We will also review and report to the National Audit Office (NAQO), to the extent and in the form required by them, on the Council’s Whole of Government Accounts
return.

Our audit will also include the mandatory procedures that we are required to perform in accordance with applicable laws and auditing standards.
When planning the audit we take into account several key inputs:

» Strategic, operational and financial risks relevant to the financial statements;

» Developmentsin financial reporting and auditing standards;

» Thequality of systemsand processes;

» Changesinthe businessand regulatory environment; and,

» Management’sviews on all of the above.

By considering these inputs, our audit is focused on the areas that matter and our feedback is more likely to be relevant to the Council.

Taking the above into account, and as articulated in this Audit Planning Report, our professional responsibilities require us to independently assessthe risks
associated with providing an audit opinion and undertake appropriate procedures in response to those risks. Our Terms of Appointment with PSAA allow them to
vary the fee dependent on “the auditors assessment of risk and the work needed to meet their professional responsibilities”. Thereforeto the extent any of these or
any other risks are relevant in the context of the Council’s audit, we set those within this Audit Planning Report and we will continue to discussthese with
management as to the impact on the scale fee.
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Overview of our 2023/24 audit strategy

Audit scope (Cont.)

Effects of climate-related matters on financial statements

Publicinterest in climate change is increasing. We are mindful that climate-related risks may have a long timeframe and therefore while risks exist, the impact on the
current period financial statements may not be immediately material to the Council. It is, nevertheless, important to understand the relevant risks to make this
evaluation. In addition, understanding climate-related risks may be relevant in the context of qualitative disclosuresin the notesto the financial statements and value
for money arrangements.

We make inquiries regarding climate-related risks on every audit as part of understanding the entity and its environment. As we re-evaluate our risk assessments
throughout the audit, we continually consider the information that we have obtained to help us assessthe level of inherent risk.

Audit scope and approach
We intend to take a substantive audit approach.

The Government proposals to re-establish the local authority framework on a more sustainable basis and the outcome of the related consultations are likely to have
an impact on the scope of the audit. In particular, where we do not have assurance spanning a number of historic financial years, thisis likely to have an impact on
our assessment of materiality and our ability to issue an unmodified opinion early in the recovery phase. We draw your attention to the audit scope section 5 of this
audit plan where we set out our current understanding of some of the likely impact of the proposals on our scope and approach for your 2023/24 audit. We will
continueto provide updates on the impact of these changes to the Audit and Governance Committee where necessary to do so.
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Overview of our 2024 audit Strategy

Value for Money
We are required to consider whether the Council has made ‘proper arrangements’ to secure economy, efficiency and effectiveness on its use of resources.

Planning on value for money and the associated risk assessment is focused on gathering sufficient evidence to enable us to document our evaluation of the Council’s
arrangements, to enable us to prepare a commentary under three reporting criteria. This includesidentifying and reporting on any significant weaknessesin those
arrangements and making appropriate recommendations.

We will provide a commentary on the Council’sarrangements against three reporting criteria:
» Financial sustainability - How the Council plans and managesits resourcesto ensure it can continue to deliver its services;
» Governance - How the Council ensuresthat it makes informed decisions and properly managesits risks; and

» Improving economy, efficiency and effectiveness - How the Council uses information about its costs and performance to improve the way it manages and delivers
its services.

The commentary on the Council’s value for money arrangements will be included in the Auditor’s Annual Report.

Timeline

A timetable will be agreed with management to complete the audit by 30 November 2024. In Section 07 we include a provisional timeline for the audit. All parties
need to work together to ensure thistimelineis adhered to.

Key Audit Partner and senior audit team

Engagement Partner (David Riglar) Manager (Tyler Gohegan)

The Manager has responsibility for management of the
audit and ensuring that it is adequately resourced to meet
both its time and budget constraints. They will also support
the individual engagement team membersto complete
timely high quality audit fieldwork.

The Engagement Partner has overall responsibility for:
» The audit and its performance

» The auditor’sreport that is issued on behalf of EY

> Theoverall quality of the audit
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1A Audit risks
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Our response to significant risks

We have set out the significant risks (including fraud risks denoted by*) identified for the current year audit along with the rationale and expected audit approach. The
risks identified below may change to reflect any significant findings or subsequent issues we identify during the audit.

Misstatements due to fraud or What is the risk?

error*
The financial statementsas a whole
are not free of material
misstatements whether caused by
fraud or error.

Asidentifiedin ISA (UK) 240,
management isin a unique position
to perpetrate fraud because of its
ability to manipulate accounting
records directly or indirectly and
prepare fraudulent financial
statements by overriding controls
that otherwise appear to be
operating effectively.

We identify and respond to this
fraud risk on every audit
engagement.

Confidential —All Rights Reserved

What will we do?

We will:
» Identify fraud risks during the planning stages.

» Inquire of management about risks of fraud and the controls put in place to
addressthoserisks.

» Understand the oversight given by those charged with governance of
management’s processes over fraud.

» Discusswith those charged with governance the risks of fraud in the entity,
including those risks that are specificto the entity’sbusiness sector (those
that may arise from economicindustry and operating conditions).

» Consider the effectiveness of management’s controls designed to address the
risk of fraud.

» Determine an appropriate strategy to address those identified risks of fraud.

» Perform mandatory procedures regardless of specifically identified fraud risks,
including testing of journal entries and other adjustmentsin the preparation of
the financial statements.

» Undertake proceduresto identify significant unusual transactions.

» Consider whether management bias was present in the key accounting
estimates and judgmentsin the financial statements.

Having evaluatedthis risk we have considered whether we need to perform other
audit procedures not referred to above. We concluded that those procedures
included under ‘Inappropriate capitalisation of revenue expenditure’ are required.
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Our response to significant risks

We have set out the significant risks (including fraud risks denoted by*) identified for the current year audit along with the rationale and expected audit approach. The
risks identified below may change to reflect any significant findings or subsequent issues we identify during the audit.

Inappropriate capitalisation of
revenue expenditure*

Financial statement impact

We have assessed that the risk of misreporting
revenue outturnin the financial statementsis most
likely to be achieved through:

» Revenue expenditure being inappropriately
recognised as capital expenditure at the point it is
posted to the general ledger.

» Expenditure being classified as revenue
expenditure financed as capital under statute
(REFCUS) when it is inappropriate to do so.

» Expenditure being inappropriately transferred by
journal from revenue to capital codes on the general

ledger at the end of the year.

If this were to happen it would have the impact of
understating revenue expenditure and overstating
Property, Plant and Equipment (PPE) / Investment

Property (IP) additions and/or REFCUS in the financial

statements.

Confidential —All Rights Reserved

What is the risk?

Under ISA 240 thereis a presumed
risk that revenue may be misstated
due to improper revenue
recognition. In the public sector,
this requirement is modified by
Practice Note 10 issued by the
Financial Reporting Council, which
states that auditors should also
consider therisk that material
misstatements may occur by the
manipulation of expenditure
recognition.

We have assessed the risk is most
likely to occur through the
inappropriate capitalisation of
revenue expenditure.

What will we do?

Test Property, Plant and Equipment (PPE) / Investment Property (IP)
additionsto ensure that the expenditure incurred and capitalised is
clearly capital in nature.

Assess whether the capitalised spend clearly enhances or extendsthe
useful like of asset rather than simply repairing or maintainingthe
asset on which it is incurred.

Consider whether any development or other related coststhat have
been capitalised are reasonable to capitalisei.e. the costsincurred
are directly attributable to bringing the asset into operational use.

Test REFCUS, if material, to ensure that it is appropriate for the
revenue expenditure incurred to be financed from ringfenced capital
resources. Based on our work at the planning stage of the audit we do
expect there to be material REFCUS in the year.

Seek to identify and understand the basis for any significant journals
transferring expenditure from revenue to capital codes on the general
ledger at the end of the year.
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Other areas of audit focus

We have identified other areas of the audit, that have not been classified as significant risks, but are still important when considering the risks of material
misstatement to the financial statements and disclosures and therefore may be key audit matters we will include in our audit report.

What is the risk/ area of focus, and Our response: Key areas of challenge and What else will we do?
the key judgements and estimates? professional judgement at else will we do?
Pension Valuation (inherent risk) We will:

We will consider outturn information

The Local Authority Accounting Code of Practice « Liaise with the auditors of Suffolk Pension Fund, to obtain available at the time we undertake our

apd IAS19 regui'relthe'Coun'ciI to make extensive assurances over the ilnformation supplied to the actuary in work after production of the Council’s
disclosures within its financial statements relation to the Council. draft financial statements, for example the
regarding its mem'bersh|p of the chgl « Assessthe work of the pension fund actuary, Hymans year-end actual valuation of pension fund
Government Pension Scheme administered by the Robertson, including the assumptionsthey have used by assets. We will use this to inform our
Council. relying on the work of PwC - Consulting Actuaries assessment of the accuracy of estimated
The Council’s pension valuation is a material commissioned by the National Audit Officefor all local information included in the financial
estimated balance and the Code requires that this government sector auditors, and considering any relevant statements and whether any adjustments
is disclosed on the Council’s balance sheet. At 31 reviews by the EY actuarial team. are required.

March 2023 this showed a net position of £0
million, comprising the present value of the
defined benefit obligation (£248 million), the fair

value of plan assets£294 million, and the effect of
the asset ceiling (£46 million). * Review and test the accounting entries and disclosures made

within the Council’s financial statementsin relationto IAS19.

+ Evaluatethe reasonableness of the Pension Fund actuary’s
calculationsby comparing them to the outputs of our own
auditor’s specialist’s model.

The information disclosed is based on the IAS 19
report issuedto the Council by the actuary to the
Council.

Accounting for this scheme involves significant
estimation and judgement and therefore
management engages an actuary to undertake the
calculationson their behalf. ISAs (UK) 500 and
540 require us to undertake procedures on the
use of management experts and the assumptions
underlying fair value estimates.
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Other areas of audit focus

We have identified other areas of the audit, that have not been classified as significant risks, but are still important when considering the risks of material
misstatement to the financial statements and disclosures and therefore may be key audit matters we will include in our audit report.

What is the risk/ area of focus, and
the key judgements and estimates?

Property, Plant & Equipment (PPE) and
Investment Property (IP) Valuation (inherent
risk)

The fair value of Property, Plant and Equipment
(PPE) land and buildings and Invest ment
Properties (IP) represent significant balancesin
the Council’s accounts and are subject to valuation
changes, impairment reviews and depreciation
charges. Management is required to make material
judgemental inputs and apply estimation
techniquesto calculatethe year-end balances
recorded in the balance sheet.

We note that not all of the Council’s PPE is subject
to revaluation with vehicles, plant, furniture &
equipment, infrastructure assets and assets under
construction all valued at cost under the CIPFA
Code of Practice on Local Authority Accounting
The Council’s IP and surplus property is subject to
annual revaluation, while its operational PPE is
valued on a rolling programme over 5 years. The
valuation basis is different depending on the type
of property being revalued, with assets carried at
Depreciated Replacement Cost, Existing Use Value
or Fair Value. Each valuation basisis reliant on
different inputs, estimation processes and
assumptions.

Our response: Key areas of challenge and
professional judgement

We will:

+ Consider the work performed by the Council’svaluers,
including the adequacy of the scope of the work performed,
their professional capabilities and the results of their work.

+ Sampletesting key asset information used by the valuersin
performing their valuation (e.g. floor plans to support
valuationsbased on price per square metre).

+ Consider the annual cycle of valuationsto ensure that assets
have been valued within a 5 year rolling programme as
required by the Code for PPE and annually for IP. We have
also considered if there are any specific changesto assets
that have occurred and that these have been communicated
to the valuer.

* Review assets not subject to valuationin 2023/24 to confirm
that the remaining asset base is not materially misstated;

» Consider changes to useful economiclives as a result of the
most recent valuation; and

+ Test accounting entries have been correctly processedin the
financial statements.

What else will we do?

We will continue to consider the need to
use EY Real Estates, our internal
specialists on asset valuations, to support
our work in this area. Based on procedures
performed at the planning stage we do not
expect to commission EY Real Estates.
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Other areas of audit focus

We have identified other areas of the audit, that have not been classified as significant risks, but are still important when considering the risks of material
misstatement to the financial statements and disclosures and therefore may be key audit matters we will include in our audit report.

What is the risk/ area of focus, and
the key judgements and estimates?

Preparation of Group Accounts (inherent risk)

The Local Authority Accounting Code of Practice
requires the Council to prepare group accounts
and supporting disclosures within its financial
statementswhen the group operations become
material to the Council.

Thisisthe first year the Council is consolidating
East Suffolk Services Ltd and preparing full group
accounts, including group disclosures.

We have assessed the risk is most likely to occur
through the inaccurate or incomplete
consolidation adjustments and group disclosures,
resulting in materially incorrect records and
entriesin the financial statements.

Our response: Key areas of challenge and
professional judgement

We will:

Assessthe level of involvement with Ensors, the component
auditor to East Suffolk ServicesLtd .

Make enquiriesto understand their competence,
independence and services being offered to the group.

Provide group reporting instructionsto Ensors and perform a
file review of their audit work to ensure this can be relied on.

Assess and review the proceduresin place to prepare
consolidated group financial statements; and

Test the transactionsperformed as part of the consolidation
and review the presentation of required disclosures.

What else will we do?

We will consider outturn information
available at the time we undertake our
yearend work after production of the
Council’sdraft financial statements, for
example the final yearend actual figures
from the audited subsidiary accounts.

We will use thisto inform our assessment
of the material accuracy and completeness
of the group accounts and disclosures
included in the financial statementsand
whether any adjustments are required.
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Other areas of audit focus

We have identified other areas of the audit, that have not been classified as significant risks, but are still important when considering the risks of material
misstatement to the financial statements and disclosures and therefore may be key audit matters we will include in our audit report.

What is the risk/ area of focus, and
the key judgements and estimates?

General Ledger system upgrade and server
migration (Area of focus)

The Council hasintroduced changes to their main
financial system during 2023/24.

Navision was upgraded to Business Central in
March 2023. There was also a migration of data
from alocal SQL server to a hosted cloud solution
provided by their support partner, Columbus UK.

The finance system containsthe financial data
that formsthe basis of the accounting records and
entries used to create the Council’s Statement of
Accounts. Thereforethisis highly material.

We have assessed the risk is most likely to occur
through the inaccurate or incomplete migration of
client data between the old and new server
resulting in materially incorrect records and
entriesin the financial statements.

Our response: Key areas of challenge and
professional judgement

We will:

* Reviewthe full project plan that wasin place for
appropriateness.

+ Reviewthe Council’sinternal validation checks alongside any
other accuracy and completeness checks performed over the
data migration.

+ Obtain and consider the latest Internal Audit Report review of
the system upgrade and data migration process to identify if
there were exceptionsthat we should consider in our
approach.

* Perform enquiriesto fully understand and assessthe upgrade
and data migration process for reasonableness.

» Perform our own further reconciliation checks over the data
transferred to obtain assurancesas to the completeness and
accuracy of the data transfer where deemed necessary.

What else will we do?

We will continue to consider the need to
use EY Financial Audit and IT to support
our work in this area. Based on procedures
performed at the planning stage we do not
expect to commission EY Financial Audit
and IT.
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Council responsibilities for value for money

The Council isrequired to maintain an effective system of internal control that supports the achievement of its policies, aims and objectives while safeguarding and
securing value for money from the public funds and other resources at its disposal.

As part of the material published with the financial statements, the Council is required to bring together commentary on the governance framework and how this
has operated during the period in a governance statement. In preparing the governance statement, the Council tailorsthe content to reflect its own individual
circumstances, consistent with the requirements of the relevant accounting and reporting framework and having regard to any guidance issued in support of that
framework. Thisincludes a requirement to provide commentary on arrangements for securing value for money from the use of resources.

Auditor Responsibilities

Under the NAO Code of Audit Practice we are required to consider whether the Council has put in place -
‘proper arrangements’ to secure economy, efficiency and effectivenesson its use of resources. The Code FATEmEE]

requires the auditor to design their work to provide them with sufficient assurance to enable them to report to Sustainability
the Council a commentary against specified reporting criteria (see below) on the arrangementsthe Council
has in place to secure value for money through economic, efficient and effective use of its resourcesfor the
relevant period.
The specifiedreporting criteria are:
» Financial sustainability - How the Council plans and managesits resourcesto ensure it can continueto

deliver its services Arrangements for

) securing value for money

» Governance - How the Council ensuresthat it makes informed decisions and properly managesits risks.

» Improving economy, efficiency and effectiveness - How the Council uses information about its costs and

Improving
Economy,
Efficiency &
Effectiveness

performanceto improve the way it manages and deliversits services.

Governance
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Planning and identifying risks of significant weakness in VFM arrangements

The NAO's guidance notes requires us to carry out a risk assessment which gathers sufficient evidence to enable us to document our evaluation of the Council’s
arrangements, in order to enable us to draft a commentary under the three reporting criteria. This includesidentifying and reporting on any significant
weaknessesin those arrangements and making appropriate recommendations.

In considering the Council’s arrangements, we are required to consider:

» The Council’sgovernance statement;

Evidence that the Council’sarrangements were in place during the reporting period;
Evidence obtained from our work on the accounts;

The work of inspectorates and other bodies; and

vV V. v v

Any other evidence source that we regards as necessary to facilitate the performance of our statutory duties.

We then consider whether there is evidence to suggest that there are significant weaknessesin arrangements. The NAO’s guidance is clear that the assessment of
what constitutes a significant weakness and the amount of additional audit work required to adequately respond to the risk of a significant weaknessin
arrangementsis a matter of professional judgement. However, the NAO states that a weakness may be said to be significant if it:

» Exposes—or could reasonably be expected to expose —the Council to significant financial loss or risk;
» Leadsto—or couldreasonably be expected to lead to —significant impact on the quality or effectiveness of service or on the Council’s reputation;
» Leadsto—or couldreasonably be expectedto lead to —unlawful actions; or

Identifies a failure to take action to address a previously identified significant weakness, such as failureto implement or achieve planned progress on
action/improvement plans.

We should also be informed by a consideration of:
» The magnitude of the issuein relationto the size of the Council;

» Financial consequencesin comparison to, for example, levels of income or expenditure, levels of reserves (where applicable), or impact on budgets or cashflow
forecasts;

The impact of the weakness on the Council’s reported performance;

Whether the issue has been identified by the Council’s own internal arrangementsand what corrective action has been taken or planned;
Whether any legal judgements have been made including judicial review;

Whether there has been any intervention by a regulator or Secretary of State;

Whether the weakness could be considered significant when assessed against the nature, visibility or sensitivity of the issue;

The impact on delivery of servicesto local taxpayers; and

vV Vv vV v v Y

The length of time the Council has had to respond to the issue.
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Responding to identified risks of significant weakness

Where our planning work has identified a risk of significant weakness, the NAO's guidance requires us to consider what additional evidence is needed to determine
whether there is a significant weaknessin arrangements and undertake additional procedures as necessary, including where appropriate, challenge of
management’s assumptions. We are required to report our planned procedures to the Audit and Governance Committee.

Reporting on VFM

Where we are not satisfied that the Council has made proper arrangements for securing economy, efficiency and effectivenessin its use of resourcesthe Code
requires that we should refer to this by exception in the audit report on the financial statements.

In addition, the Code requires usto include the a commentary on your value for money arrangementsin the Auditor’s Annual Report. The Code statesthat the
commentary should be clear, readily understandable and highlight any issues we wish to draw to the Council’s attention or the wider public. This may include
mattersthat we do not consider to be significant weaknessesin your arrangementsbut should be brought to your attention. This will include details of any

recommendations arising from the audit and follow-up of recommendationsissued previously, along with our view as to whether they have been implemented
satisfactorily.

Status of our 2023/24 VFM planning

We have yet to complete our detailed VFM planning. However, one area of focus is likely to continue to be on the arrangementsthat the Council has in place in
relation to financial sustainability.

We will update the Audit and Governance Committeein alater meeting on the outcome of our VFM planning and our planned response to any additional identified
risks of significant weaknessesin arrangements.
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Materiality

Council materiality

For planning purposes, materiality for 2023/24 has been set at £3.244 million. This represents
2.0%of the Council’s 2022/23 gross expenditure on provision of services. It will be reassessed
throughout the audit process.

The Council is a public sector body and the main function of the entity is to provide servicesto the
local community. For a public sector entity, the expectations of users (including regulators) of the
entity are focused on the measurement of expenditure and as such the income statement is
considered the most appropriate basis for determining materiality for public sector bodies.

We have provided supplemental information about audit materiality in Appendix F.

Gross expenditure on provision of services

£162.219 Million
l l l

Planning Performance Audit
materiality materiality differences
£3.244m £2.433m £0.162m

The outcome of consultation on the planned measuresto address local audit delays and the likely
issue of a disclaimer on the Council’s2021/22 and 2022/23 financial statements may continue to
impact on our assessment of materiality for the 2023/24 audit. We will keep the Audit and
Governance Committee updated on any changes to materiality levels as the audit progresses.

We request that the Audit and Governance Committee confirm its understanding of, and
agreement to, these materiality and reporting levels.

Confidential —All Rights Reserved

Key definitions

Planning materiality —the amount over which we anticipate
misstatements would influence the economic decisions of a
user of the financial statements.

Performance materiality —the amount we use to determine
the extent of our audit procedures.

We have set our performance materiality at £2.433m which
represents 75% of our planning materiality. We have
considered the factors of having a higher likelihood of
material misstatementsbased on prior year adjustments.

Per our initial assessment, we do not believe there are errors
that are indicative of pervasive errors throughout the
financial statements or a higher likelihood of misstatement in
other areas. We have therefore used a higher end or 75% of
our Planning Materiality as our Performance Materiality.

Audit difference threshold —we propose that misstatements
identified below this threshold are deemed clearly trivial. The
same threshold for misstatements is used for component
reporting. We will report to you all uncorrected misstatements
over this amount relating to the income statement and
balance sheet that have an effect on income or that relate to
other comprehensiveincome.

Other uncorrected misstatements, such as reclassifications
and misstatements in the cashflow statement or disclosures
and corrected misstatements will be communicated to the
extent that they merit the attention of the Audit and
Governance Committee, or are important from a qualitative
perspective.

Component performance materiality range —we determine
component performance materiality as a percentage of Group
performance materiality based on the risk and relative size to
the Group.
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Audit process and strategy

Objective and Scope of our Audit scoping

Under the Code of Audit Practice, our principal objectives are to undertake work to support the provision of our audit report to the audited body and to satisfy
ourselvesthat the audited body has made proper arrangements for securing economy, efficiency and effectivenessin its use of resourcesto the extent required by
the relevant legislation and the requirements of the Code.

We issue an audit report that covers:

1. Financial statement audit

Our opinion on the financial statements:

» whether the financial statementsgive a true and fair view of the financial position of the Group and its expenditure and income for the period in question; and

» whether the financial statementshave been prepared properly in accordance with the relevant accounting and reporting framework as set out in legislation,
applicable accounting standards or other direction.

Qur opinion on other matters:
» whether other information published together with the audited financial statementsis consistent with the financial statements; and

» whererequired, whether the part of the remuneration report to be audited has been properly prepared in accordance with the relevant accounting and
reporting framework.

Other procedures required by the Code:

» Examine and report on the consistency of the Whole of Government Accounts schedules or returns with the body’s audited financial statementsfor the relevant
reporting period in line with the instructionsissued by the National Audit Office.

2. Arrangements for securing economy, efficiency and effectiveness (value for money)

We are required to consider whether the Council has put in place ‘proper arrangements’ to secure economy, efficiency and effectivenesson its use of resources and
report a commentary on those arrangements.
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Audit process and strategy

Objective and Scope of our Audit scoping (cont’d)

Department for Levelling-up, Housing and Communities (DLUHC) and Financial Reporting Council (FRC) measures to address local audit delays

The changes proposed by the consultations are likely to have a significant impact on both the scope of the 2023/24 audit and our assessment of risk. We will

continueto provide updates to the Audit and Governance Committee as the audit progresses and our assessment on the required scope and nature of procedures
we will undertake becomes clearer. As examples:

» Where prior year audit opinions are modified work will be required to gain assurance, where possible, on opening balances over the period of the recovery

phase (phase 2). Where we are unable to gain assurance over opening balances, we anticipate that this may lead to limitation of scope of our audit over those
balances.

» Where prior year audit opinions are modified, and particularly where we do not have assurance spanning a number of historic financial years, thisis likely to
have an impact on our assessment of materiality and our ability to issue an unmodified opinion early in the recovery phase.

» Changesto the Code of Audit Practice on Local Authority Accounting will potentially impact on our assessment of audit risk generally, risks associated with

significant accounting estimates, such as the valuation of operational property, plant and equipment and the related need to rely on management’s and
auditor’s specialists.
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Audit process and strategy

Audit Process Overview

Our audit involves:

» Identifying and understanding the key processes and internal controls; and

» Substantivetests of detail of transactionsand amounts.

» Reliance on the work of expertsin relation to areas, such as pensions and property valuations.

Qur initial assessment of the key processes across the Council has not identified any processes where we will seek to test key controls, either manual or IT. QOur
audit strategy will, asin previous years, follow a fully substantive approach. This will involve testing the figureswithin the financial statementsrather than looking
to place reliance on the controls within the financial systems. We assess this as the most efficient way of carrying out our work and obtaining the level of audit
assurancerequired to conclude that the financial statements are not materially misstated.

Analytics

We will use our computer-based analyticstoolsto enable us to capture whole populations of your financial data, in particular journal entries. These tools:
» Help identify specific exceptions and anomalies which can then be subject to more traditional substantive audit tests; and

» Give greater likelihood of identifying errors than random sampling techniques.

We will report the findings from our process and analytics work, including any significant weaknesses or inefficienciesidentified and recommendations for
improvement, to management and the Audit and Governance Committee.

Internal audit

We will review internal audit plans and the results of their work. We will reflect the findings from these reports, together with reports from any other work
completedin the year, in our detailed audit plan, where they raise issuesthat could have an impact on the financial statements.
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Scope of our audit

Group scoping

Our audit strategy for performing an audit of an entity with multiple locationsis risk based. We identify components as:

1. Significant components: A component is significant when it is likely to include risks of material misstatement of the group financial statements, either because
of itsrelative financial size to the group (quantitative criteria), or because of its specific nature or circumstances (qualitative criteria). We generally assign
significant components a full or specific scope given their importance to the financial statements.

2. Not significant components: The number of additional components and extent of procedures performed depended primarily on: evidence from significant
components, the effectiveness of group wide controls and the results of analytical procedures.

For all other componentswe perform other proceduresto confirm that thereis no risk of material misstatement within those locations. These procedures are

detailed below.

Scoping by Entity Scope definitions
Qur preliminary audit scopes by number of locationswe Full scope: locations where a full audit is performed to the materiality levels assigned by the Group audit
have adopted are set out below. team for purposes of the consolidated audit. Procedures performed at full scope locations support an

interoffice conclusion on the reporting package. These may not be sufficient to issue a stand-alone audit
opinion on the local statutory financial statements because of the materiality used and any additional

procedures required to comply with local laws and regulations.
Specific scope: locationswhere the audit is limited to specific accounts or disclosuresidentified by the

Group audit team based on the size and/or risk profile of those accounts.

:) Specific scope audits Review scope: locations where procedures primarily consist of analytical procedures and inquiries of
management. On-site or desk top reviews may be performed, according to our assessment of risk and

the availability of information centrally.

(¢) Review scope audits Specified Procedures: locations where the component team performs procedures specified by the
Group audit team in order to respond to a risk identified.

Other procedures: For those locationsthat we do not consider material to the Group financial

" statementsin terms of sizerelativeto the Group and risk, we perform other procedures to confirm that
) Specified procedures . . \ ) o .
there is no risk of material misstatement withinthose locations.
Asreported on page 10, it istoo early in the audit processto determine an appropriat