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Purpose of Report 

In line with best practice, the Terms of Reference for this Committee state that a report of the work 
of the Committee should be submitted to Cabinet.  The Audit and Governance Committee’s remit, as 
defined in the council’s constitution, has allowed the Members to develop an overview of the whole 
system of governance within the council.  

A summary of the areas of responsibility which the Committee covers includes the following: 

• Receiving and considering the content of reports from Internal Audit.
• Receiving and considering reports from the council’s External Auditor.
• Ensuring that management teams take appropriate actions to implement the recommendations

contained in these reports.
• Receiving reports on risk management and governance issues.
• Having responsibility for ensuring that the Annual Statement of Accounts and the Annual

Governance Statement present a fair and accurate position of the council.
• Having regard to the Annual Audit Letter provided by the council’s External Auditor.

The Committee has met twice following the last update in November 2022. Since then the Committee
 has - 

• Approved the annual update to the Risk Management Strategy, considered strategic and
operational risks and ensured assurance work continues through the scrutiny process.

• Recommended the Capital Finance and Treasury Management strategies for Council Approval.
• Approved a new Disclosure and Barring Check Policy for Councillors.
• Created a sub-group to consider the engagement concerning changes to the election cycle.

In line with the Committee’s statutory role, consideration has been given to the external auditor’s 
2021/22 annual report.  The paper and minutes of the discussion have been appended to this report.  
The Audit and Governance Committee have scheduled a progress update for the March meeting and 
following that the Chair of the Committee will be able provide assurance to Council that the issues 
highlighted have been addressed fully.  

Please note that the management comments will not be completed until the report is considered by 
the Audit and Governance Committee in March 2023.



PLYMOUTH CITY COUNCIL 
OFFICIAL 

As the Cabinet and wider council grapples with the further tough decisions that will be required over 
the coming weeks and months,  the Audit and Governance Committee will continue to provide an 
independent and high-level focus on the audit, assurance and reporting arrangements that underpin 
good governance and financial standards.   

Recommendations and Reasons 
Cabinet is recommended to note the report. 

Alternative options considered and rejected 

There are no alternative options as the Chair is required to make this report under the committee 
terms of reference.  

Relevance to the Corporate Plan and/or the Plymouth Plan 

This reports identifies how the committee's work programme is vital to the delivery of the Plymouth 
and Corporate Plan by enabling the Council to exercise the scrutiny and challenge of its governance, 
finance, risk and audit processes. 

Implications for the Medium Term Financial Plan and Resource Implications:    

None arising specifically from the recommendations of this report. 

Financial Risks  

None arising specifically from the recommendations of this report. 

Carbon Footprint (Environmental) Implications: 

None arising specifically from the recommendations of this report. 

Other Implications: e.g. Health and Safety, Risk Management, Child Poverty: 
None arising specifically from the recommendations of this report. 

Appendices 
*Add rows as required to box below

Ref. Title of Appendix Exemption Paragraph Number (if applicable) 
If some/all of the information is confidential, you must indicate 
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Background papers:  
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Appendix B 

28 November 2022 

Minute No. 38 

 

Paul Dossett (External Auditor – Grant Thornton) presented the External Audit – Auditor’s 
20/21 and 21/22 Annual Report. The following key points were highlighted: 
 
(a) there were two outstanding issues from the 19/20 accounts; one was a national 

issue of infrastructure assets and how they were accounted. This was expected 
to be resolved in 2022 via a statutory override. The second issue was regarding 
the pension transaction as set out in the External Auditor’s September report; 
  

(b) the report set out the value for money (VFM) report for two financial years 
(20/21 and 21/22) and could only be finalised once the accounts were finalised 
therefore the report remained interim. The National Audit Office changed the 
approach to VFM beginning 1 April 2020 and brought in the requirement for a 
detailed report which required auditors to give a commentary on three areas: 
financial sustainability, governance and economy, efficiency and effectiveness;  
 

(c) the report focused upon financial sustainability and the risks facing the council 
surrounding this, specifically regarding demand led pressures and inflation.  
Croydon Council’s section 114 report was referenced as well as Hampshire 
County Council and Kent County Council and the struggles they were facing; 
 

(d) page 15 of the pack set out a summary table with the external auditor’s 
conclusions in all three areas; there were three key recommendations which 
had to be addressed, as well as improvement recommendations which were 
good practice to be addressed. The three key recommendations focused upon 
council tax levels; the medium term financial plan and staffing arrangements in 
the finance department. 

 
In response to questions raised it was reported that –  
 
(e) a statutory override was being laid by the Department for Levelling Up and 

Communities and Housing within the next few weeks; this was not a matter 
for people to vote for or against and was instead a formality which had to go 
through the parliamentary process. This would come into force around 
Christmas and as a result of this override there was expected to be a major 
increase in accounts being signed off; for Plymouth this was one issue that 
would be dealt with, leaving the outstanding pension issue remaining; 
 

(f) in terms of value for money, the external auditor was required to carry out 
an assessment of the arrangements the Council had in place to achieve VFM. 
In terms of childrens/ adult services, the opinion of regulators of the services 
was taken into account. If the CQC or Ofsted deemed the Council’s 
arrangements to be inadequate that would have an impact upon the external 
auditor’s assessment;  
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(g) the Council had a duty to achieve a balanced budget position by law therefore 

the external auditor considered that putting the council tax up to the 
referendum limit of 5% would give the Council an opportunity to make more 
savings;  
 

(h) by increasing the council tax it gave the Council the opportunity to increase 
its funding base going forward. This may put pressure on families however 
there were schemes such as the Council Tax Support Scheme available – 
political choices and options had to be made however every time the Council 
made a decision not to put the tax up it either had to use reserves (which 
wasn’t considered sustainable) or use other savings. The external auditor 
highlighted that if the Government made an assumption that council taxes 
would rise, and if it was an option, then it should be seriously considered by 
the Council; 
 

(i) the report work was carried out by the external auditor over the summer 
period of 2022 and into October 2022; some of the detailed commentary in 
the report reflected historical matters however it was highlighted that this was 
a fast moving situation and the council was in the process of taking a number 
of actions to address its financial situation; 
 

(j) the Council was open and transparent in communicating that there was a 
£37.5m gap in the budget that needed to be addressed in order to balance the 
budget, as was the legal duty. Approximately £26m of savings were out for 
public consultation and had been communicated with the Council’s scrutiny 
panels and opposition political parties however this still left £11m of savings 
to find. Even if the Council tax was raised to the full 5% it was considered that 
this wouldn’t entirely fill the gap in the Council’s budget therefore it was a 
serious consideration but further options would need to be investigated; 
 

(k) the External Auditors 20/21 and 21/22 Annual Report was expected to be an 
accompanying document to the Council’s budget scrutiny sessions scheduled 
for January 2023 as it was considered useful to have an external commentary 
to inform the budget scrutiny process. It was suggested by the external auditor 
that the recent Section 114 report from the Financial Director at Croydon 
Council, and the report produced in September on public interest reports and 
the lessons learned might also be useful documents to consider; 
 

(l) one of the challenges of a Section 151 officer was that the Government funding 
was not clearly set out over a significant period of time and there was now 
considered to be an inflationary spiral where it was not known when it would 
end. The Council needed to make a judgment as to what it expected inflation 
to be; there was advice from the Bank of England on their expectations and 
indications of those would play into the Council’s budget setting process; 
 

(m) the outstanding issues in the Council’s 19/20 accounts regarding the pension 
transaction was the subject of a degree of legal debate by the external auditor. 
The latest position was that the external auditor’s KC needed to have a 
discussion with actuarial valuations given for the pension transaction – the 
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council was still exploring that issue with the actuary and it was hoped that 
this issue would be concluded shortly. 

 
 
Both the Chair and Vice Chair considered that the External Auditor – Auditors 20/21 and 
21/22 Annual Report recommendations should be submitted to Cabinet for consideration, as 
well as the minutes of the Audit and Governance Committee relating to the discussion of this 
item.  
 
The Committee agreed: 
 
1. that web-links to the recent Section 114 report from the Financial Director at 

Croydon Council, and the report produced in September on public interest 
reports and the lessons learned, would be provided to Members for their 
consideration; 
 

2. that the External Auditor – Auditors 20/21 and 21/22 Annual Report 
recommendations should be submitted to Cabinet for consideration, as well as 
the minutes of the Audit and Governance Committee relating to the discussion 
of this item; 
 

3.  To note the recommendations contained within the External Audit – Auditor’s 
20/21 and 21/22 Annual Report. 
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16 January 2023 

Minute No. 53 

Justine Thorpe (External Auditor – Grant Thornton) presented the External Auditor Progress 
Report and highlighted the following key points: 
 
(a) the report covered the 19/20 audit which was still ongoing as auditors were 

awaiting the outcome of the work undertaken by Devon Pension with regards 
to Miel transaction – other audit work was complete. The Council was required 
to provide the latest proposal from Devon Pension Fund and consult the 
Council on that; 
 

(b) the audit for the 20/21 accounts had begun and officers were working through 
figures, this was expected to continue for the next few months; 
 

(c) in terms of the 21/22 accounts, it was hoped that this audit would be completed 
in the summer (2023); 
 

(d) the 20/21 and 21/22 value for money work had been completed; an action plan 
was required from the Council detailing what action was to be taken with 
regards to the 14 recommendations raised by the external auditor; 
 

(e) the external auditor was working with the Council with their preparation of 
the 22/23 accounts – it was hoped that by 2024 all accounts would be caught 
up in terms of delivering an annual audit within the statutory deadline of 30 
September each year. 

 
In response to questions raised it was reported that –  
 
(f) the legislation regarding the valuation of council’s infrastructure assets was 

passed in December 2022 – this was a temporary solution proposed by CIPFA 
and was accepted so the figures relating to these assets within the accounts 
had been included; it was considered that this deferred the more complex 
accounting for highways assets for a couple of years; 
 

(g) a progress report detailing the 14 actions as recommended by the external 
auditor was to be taken to budget scrutiny; officers were looking to include 
further detail to the 14 point action plan however focus was upon the Miel 
transaction. 

 
The Committee agreed:  
 
1. to include the 14 point action plan and progress report on the agenda for the 

March 2023 Audit and Governance Committee; 
 

2. to note the External Auditor Progress Report. 
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