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AUDIT AND GOVERNANCE COMMITTEE 

Information for Members of the Public

Due to the current Covid-19 pandemic Worcester City Council will be holding this meeting in 
accordance with the relevant legislative arrangements for remote meetings of a local authority. For 
more information please refer to: Local Authorities and Police and Crime Panels (Coronavirus) 
(Flexibility of Local Authority and Police and Crime Panel Meetings) (England and Wales) Regulations 
2020.

Please note that this is a public meeting, conducting remotely by videoconferencing between invited 
participants and live streamed for general access by audio via the Council’s website.

Part I of the Agenda includes items for discussion in public. You are able to listen to a live audio stream 
of the meeting via the City Council website www.worcester.gov.uk/councillors-democracy. You have 
the right to inspect electronic copies of Minutes and reports on this part of the Agenda as well as 
background documents used in the preparation of these reports. Details of the background papers 
appear at the foot of each report. An explanation to the Planning Committee decisions are given at the 
end of Part 1 of the Agenda. Part II of the Agenda (if applicable) deals with items of 'Exempt 
Information' for which it is anticipated that the public may be excluded from the meeting and neither 
reports nor background papers are open to public inspection.

Members of the public and press are permitted to report on the proceedings. "Reporting" in the context 
of this remote meeting includes making an audio recording of the live streamed audio and providing 
commentary on proceedings. Any communicative method can be used to report on the proceedings, 
including the internet, to publish, post or share the proceedings.

At the start of the meeting under the item 'Public Participation' up to fifteen minutes in total is allowed 
for members of the public to present a petition, ask a question or comment on any matter on the 
Agenda. Members of the public will be allowed to address the Committee in respect of applications to 
be considered by the Committee. Participation in remote meetings will extend to video and/or audio 
participation or written submission read aloud at the appropriate point in the meeting by the Chairman. 
Participants need to indicate that they wish to take part in a remote meeting by 4.30 p.m. on the last 
working day before the meeting by telephoning or E-Mailing the officer mentioned below. A Democratic 
Services Officer will then contact to advise how to participate in the remote meeting, by invitation. 
Requests to participate received later than this cut-off time may not be accommodated.

If a member of the public chooses to speak at a meeting of the City Council he/she will be deemed to 
have given their consent to being recorded and audio being published live to the Council’s website. The 
Chairman of the meeting, can at their discretion, terminate or suspend recording, if in their opinion, 
continuing to do so would prejudice the proceedings of the meeting or if they consider that continued 
recording might infringe the rights of any individual, or breach any statutory provision.

If you have any queries about this Agenda, require any details of background papers, or wish to 
discuss the arrangements for public participation please contact Julian Pugh, Democratic Services 
Administrator, Democratic Services, Guildhall, Worcester WR1 2EY  Telephone: 01905 722027 (direct 
line).  E-Mail Address: committeeadministration@worcester.gov.uk

This agenda can be made available in large print, braille, on PC disk, tape or in a number of ethnic 
minority languages. Please contact the above named officer for further information.
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Audit and Governance Committee
Wednesday, 29 July 2020

Members of the Committee:-
Chairman: Councillor Alan Amos (C)

Vice-Chairman: Councillor Jenny Barnes (LCo)

Councillor Patricia Agar (LCo)
Councillor Nida Hassan (C)
Councillor Stephen Hodgson (C)

Councillor Neil Laurenson (G)
Councillor Andrew Roberts (C)
Councillor Richard Udall (L)

C = Conservative G = Green L = Labour LCo = Labour and Co-operative
LD = Liberal Democrat

AGENDA

Part 1
(ITEMS FOR DISCUSSION AND DECISION IN PUBLIC)

5. ANNUAL GOVERNANCE 
STATEMENT 
Page(s) 1 - 16
Ward(s): All Wards
Contact 
Officer 

Sian Stroud, 
Deputy Director - 
Governance
Tel: 01905 722017

1. That the Committee approves the Annual 
Governance Statement 2019/20  at 
Appendix 1 for sign off by the Leader of 
the Council and the Managing Director for 
inclusion in the Annual Statement of 
Accounts.

2. That the Committee notes that the Local 
Code of Corporate Governance and 
Corporate Governance Action Plan will 
remain in their current format for the 
coming year with reports on progress 
being brought to future meetings of the 
Committee.

7. UPDATE ON EXTERNAL AUDIT 
FOR 2019/20 
Page(s) 17 - 20
Ward(s): All Wards
Contact 
Officer 

Mark Baldwin, 
Head of Finance
Tel: 01905 722007

That the Audit and Governance Committee note 
the comments in the external auditor’s report 
‘Audit Update’ for the year ended 31 March 2020.’ 
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Report to: Audit and Governance Committee, 29th July 2020

Report of: Deputy Director - Governance

Subject: ANNUAL GOVERNANCE STATEMENT 2019/20 

1. Recommendation

1.1 That the Committee approves the Annual Governance Statement 2019/20  
at Appendix 1 for sign off by the Leader of the Council and the Managing 
Director for inclusion in the Annual Statement of Accounts.

1.2 That the Committee notes that the Local Code of Corporate Governance and 
Corporate Governance Action Plan will remain in their current format for the 
coming year with reports on progress being brought to future meetings of 
the Committee.

2. Annual Governance Statement 

2.1 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, properly 
accounted for and used economically, efficiently and effectively.  In discharging 
these responsibilities, the Council must ensure that there is good governance and a 
sound system of internal control in place, which facilitate the effective exercise of the 
Council’s functions and which include arrangements for the management of risk.

2.2 The Council’s governance arrangements have been reviewed and an Annual 
Governance Statement (AGS) has been drafted and is attached to this report at 
Appendix 1. 

2.3 The AGS is a document which provides the Council and its stakeholders with:

• Information about the arrangements in place for good governance and the 
robustness of those arrangements, and

• An assurance about the degree of compliance and the need for improvement 
in governance arrangements.

2.4 The overall picture demonstrates continued progress and a sustained focus on 
improving the Council’s governance arrangements. The Corporate Peer Challenge, 
facilitated by the Local Government Association, was the most significant governance 
event that took place in 2019/20. The AGS summarises the positive feedback that 
the Council received and the recommendations which were made for further 
improvements.

2.5 The draft AGS was published with the draft Statement of Accounts at the end of June 
2020. Once approved, the AGS will be signed by the Leader of the Council and the 
Managing Director (Head of Paid Service) on behalf of the Council.  The agreed 
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statement will accompany the Audited Statement of Accounts which is the subject of 
a separate item on this Agenda.

3. Local Code of Corporate Governance

3.1 The Committee approved a substantively revised Local Code last July. As noted in 
the Annual Governance Statement, a review this year has not identified any 
improvements required for the time being. Therefore the Committee is invited to 
note that the Local Code will continue in its current format for the coming year.

4. Corporate Governance Action Plan

4.1 The Committee approved a Corporate Governance Actions Plan last July and has 
received reports on progress against the Plan during the year. Feedback from the 
Corporate Peer Challenge process will be incorporated into the Corporate 
Governance Action Plan and in addition there a need to catch up on some 
governance improvement work which could not be prioritised during the Covid-19 
emergency period.  Therefore the Committee is invited to note that the Corporate 
Governance Action Plan will be updated for closer review at the Committee’s next 
meeting.

5. Implications

5.1 Financial and Budgetary Implications

None directly arising from this report.

5.2 Legal and Governance Implications

The Council has responsibility for conducting, at least annually, a review of the 
effectiveness of its governance framework, including the system of internal control.

5.3 Risk Implications

Maintaining high standards of governance will help to protect the Council’s reputation 
and its ability to deliver corporate and service priorities.  

5.4 Corporate/Policy Implications

The Council operates through a governance framework which brings together 
legislative requirements, governance principles and management processes. This 
framework defines the principles which underpin the Council’s governance.

5.5 Equality Implications

None directly arising from this report.

5.6 Human Resources Implications

None directly arising from this report.

5.7 Health and Safety Implications

None directly arising from this report.
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Ward(s): All
Contact Officer: Sian Stroud, Deputy Director – Governance 

Tel: 01905 722019; Email: sian.stroud@worcester.gov.uk 
Background Papers: None

Appendix1- Annual Governance Statement 2019/20
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Worcester City Council

Annual Governance Statement 2019-20

1. Introduction

1.1 This section explains what the Annual Governance Statement is and what 
the scope of responsibility is for corporate governance within Worcester 
City Council.

1.2 Worcester City 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. 

1.3 The Council also has a specific duty under the Local Government Act 
1999 to make arrangements to secure continuous improvement in the 
way in which its functions are exercised, having regard to a combination 
of economy, efficiency and effectiveness. In discharging this overall 
responsibility, the Council is responsible for putting in place proper 
arrangements for the governance of its affairs, and facilitating the 
effective exercise of its functions, which includes arrangements for the 
management of risk. 

1.4 Worcester City Council has developed a Local Code of Corporate 
Governance that defines the principles and practices that underpin the 
governance arrangements operating within the Council. The Code can be 
accessed on the Council’s website. 

1.5 The Code is reviewed annually and is built upon seven core principles of 
good governance. These are taken from the Chartered Institute of Public 
Finance and Accountancy (CIPFA) and the Society of Local Authority 
Chief Executives (SOLACE) guidance ‘Delivering Good Governance in 
Local Government framework - 2016 Edition’:

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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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; and

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

This diagram illustrates how the seven principles work together.  Good 
governance is dynamic, and the organisation as a whole should be 
committed to improving governance on a continuing basis through a 
process of evaluation and review:

1.6 The Annual Governance Statement explains how the Council has 
complied with the Local Code of Corporate Governance. It is a 
requirement of the Accounts and Audit Regulations 2015, regulation 6(1) 
(a) and (b), to conduct an annual review of governance effectiveness and 
publish this Statement in response.
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1.7 The responsibility for leading the annual reviews of the effectiveness of 
the Council’s governance arrangements against the Code and providing 
ongoing oversight and robust challenge, is the Council’s Statutory 
Officers, comprising the Managing Director, Chief Financial Officer (S151) 
and the Monitoring Officer. When completed, the findings are reported 
to, and improvement actions identified are monitored by, the Audit and 
Governance Committee.

2. The Council’s governance framework

2.1 This section gives a summary of the Council’s governance framework and 
how it operates. More detail is available in the Council’s Local Code of 
Corporate Governance.

2.2 The Council is a statutory organisation whose powers and duties are set 
out in legislation and often supplemented by statutory guidance and 
codes of practice. The Council operates in accordance with the legal 
framework and its own internal rules of procedure, set out in the 
Council’s Constitution. The Council comprises 35 councillors who are 
elected by thirds on a four year cycle, led by the Leader of the Council 
and Deputy Leader of the Council. The Council has a workforce of just 
over 300 officers, led by the Managing Director (Head of Paid Service) 
and Corporate Leadership Team. The statutory officer roles of Chief 
Finance Officer (s151) and Monitoring Officer are members of the 
Corporate Leadership Team and are responsible for ensuring the financial 
and legal probity of the decisions that the Council makes. 

2.3 The Council has adopted committee arrangements for its decision 
making. The full Council has responsibility for setting the budget and 
policy framework and has delegated most of its other functions to three 
policy committees and four regulatory committees and a number of 
subcommittees. The Council has three political groups which have agreed 
to share the responsibilities for chairing committees. The Managing 
Director and other Council officers operate under a scheme of delegation 
set out in the Council’s Constitution. The Council makes a lot of 
information available about decisions it has taken or intends to take, 
including through publication on its website and customer consultation.

2.4 The Council has adopted a framework of policies to guide and inform its 
decision making across all aspects of its service delivery as well as its 
general management of its assets, including financial, human and 
physical resources. Councillors and officers have specific codes of 
conduct in order to promote high standards of behaviour and public 
confidence. There are five Core Values which are designed to underpin 
the behaviour of those working for or representing the Council in order to 
ensure the best outcomes for the Council’s customers. These are:
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 Good Governance
 Customer Focussed
 Committed People
 Creative Council
 Strong Performance

2.5 The Council has adopted a number of key plans and strategies to ensure 
that there is a clear direction and vision. These include the Council’s City 
Plan, a 5-year document, the South Worcestershire Development Plan, a 
Statement of Licensing Policy and a Masterplan for the City. Each year 
the Council’s committees agree priorities which inform the budget setting 
process. Progress against performance and management of key risks is 
reported back to committees through scorecards and risk registers. Risk 
management is an explicit responsibility of the Council’s management 
teams, with corporate and service level risks being recorded and 
reviewed through a corporate reporting system and guided by a 
corporate Risk Management Strategy.

2.6 Assurance that the Council’s governance arrangements are working 
properly is the responsibility of the Audit and Governance Committee, 
supported by the advice of the Chief Finance Officer, Monitoring Officer, 
internal audit and external audit. The Audit and Governance Committee 
has reviewed and updated the Local Code of Corporate Governance and 
has agreed an annual action plan of corporate governance 
improvements. These are available on the Council’s website. The work 
programme of the Committee is informed by reports from these sources 
as well as an officer working group called the Corporate Governance 
Board.

2.7 The Council’s internal audit service is provided through a shared service 
arrangement with neighbouring local authorities. Each year internal audit 
work is directed by an Internal Audit Plan, which is approved by the 
Council’s s151 Officer and the Audit and Governance Committee. It is a 
risk-based plan which takes into account the adequacy of the Council’s 
risk management, performance management, challenges, other 
assurance processes as well as organisational objectives and priorities.  
Local knowledge, rolled forward review areas, large spend budget areas 
are also considered, and direct association is made to the City Plan.  

2.8 The Council’s external audit service is provided by EY, against an Annual 
Plan agreed with the Chief Finance Officer and Audit and Governance 
Committee. 
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3. Effectiveness of the Council’s governance in 2019-20

3.1 This section sets out the evidence which demonstrates how effective the 
Council’s corporate governance has been during the year. It follows the 
principles set out by CIPFA/SOLACE and in the Council’s Local Code.

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

3.2 To give an external perspective on good governance, the Leader and 
Deputy Leader of the Council decided that the Council should this year 
undertake a Corporate Peer Challenge. This is a process led by the Local 
Government Association in which the overall performance, capacity and 
standing of a local authority is assessed by councillors and senior officers 
from other local authorities.

3.3 Worcester City Council’s Peer Challenge (“CPC”) took place in October 
2019 and the assessors spent a number of days reviewing the Council’s 
plans and performance information as well as conducting interviews 
onsite with a range of Council members, officers and partner 
organisations that the Council works with in the City. The CPC team then 
provided the Council with a report of findings and suggestions for 
improvement.

3.4 The CPC team’s report says that Worcester City Council is, overall, a 
good council with no major or obvious areas of concern. They note that 
this is reflected in the authority’s clean audit and value for money 
opinions, good financial management and strong reserves and 
contingencies. The report recognises a clear theme of ambition to deliver 
innovative, commercial projects, and finds that it is clear Council staff 
are motivated to be part of this process. The report also says that the 
sharing of roles across different political groups is a good example of the 
Council’s commitment to cross-party, collaborative working. The report 
notes that it is clear that Members work well together for the benefit of 
the city.

3.5 A copy of the CPC team’s report was provided to all external 
stakeholders that participated in the review. In order to reinforce the 
importance of the recommendations, the report was also sent to all 
Members with a personal message from the Leader and Deputy Leader. 
The report was also shared with staff via our internal web site and made 
publicly available via our external web site. 

B. Ensuring openness and comprehensive stakeholder engagement

3.6 The Council undertook its Annual Residents Survey and received over 
1,000 responses. The format of the survey asked about satisfaction 
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across service areas and specific projects which were delivered against 
City Plan themes. Overall, satisfaction rates in the Annual Survey were 
good and had increased from last year. A number of respondents 
expressed an interest in joining specific focus groups to help inform the 
Council’s response and make the customer feedback process more 
dynamic.

3.7 The Council has undertaken public consultations this year on a number of 
specific issues including on the introduction of a Public Spaces Protection 
Order for the City centre, changes to the Additional Licensing Scheme for 
Houses of Multiple Occupation and future amenities that could be 
provided within Perdiswell Park. The results of these consultations have 
been reported back to the relevant Council Committees to inform the 
decisions on any changes made. The Council has also reviewed the 
equalities monitoring information it captures through surveys.

3.8 The Council has successfully managed an exceptionally high number of 
elections this year - 5 elections - including the UK Parliamentary Election 
and the European Parliamentary Election. The Council actively seeks 
feedback from key stakeholders following all elections and received a 
number of particularly positive comments this year, in responding to the 
challenges raised. 

3.9 The Council continues to be a member of shared service delivery 
arrangements where that is a best value solution. The Council 
understands the value of collaboration with other local authorities and 
Members and officers are involved in networking and multi-agency work. 
In terms of governance matters, all three of the Statutory Officers have 
regular dialogue with their peers across Worcestershire to share issues of 
common concern where appropriate. 

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

3.10 The Council has continued to make strong progress in developing and 
communicating its vision for the City in terms of redevelopment and 
urban renewal. In July the Council approved a Masterplan, setting out 
clear aims and objectives for development in the City, to guide future 
planning allocations and economic development projects. The work the 
Council has done, in consultation with stakeholders, to produce an 
evidence base leading to the Masterplan has already helped the Council 
attract external funding for some major development aspirations in the 
City.

3.11 The Council’s City Plan informs the priorities for investment in the City 
and further allocations were made to the fund for City Plan projects this 
year so that good progress could be made against a number of projects 
including the renewal of the City’s CCTV system, the acquisition and 
refurbishment of temporary accommodation for housing customers and 
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the preparations for demolition and remediation of a former swimming 
pool site.

3.12 The Council passed a climate emergency resolution in July 2019 to 
become a carbon neutral City by 2030. A wide ranging consultation on an 
Environmental Sustainability Strategy has now been developed in 
response to this climate emergency resolution. The Council has also been 
working with businesses and residents to gain a better understanding of 
the strategy for managing the impact of seagulls which is a subject of 
much local interest.

D. Determining the interventions necessary to optimize the 
achievement of the intended outcomes

3.13 The Council has made progress in delivering service improvements to its 
own ways of working, all with the common purpose of delivering services 
in accordance with the Council’s Values. These service improvements, 
monitored through the Council’s Business Excellence programme, have 
included the improvement of the Council’s capability both in terms of ICT 
hardware and software, improvements to staff welfare arrangements, 
increased use of project management methods and a review of the 
Council’s business continuity and emergency planning arrangements. 

3.14 The Council’s customer contact centre service was successfully 
transferred back in house from an external provider, in order to provide 
a more cost effective but also customer-focussed service. New 
investment was made in Council face to face facilities for customers with 
general enquiries as well as housing specific needs.

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

3.15 To ensure that Council staff were clear on the priorities for the year, the 
Corporate Leadership Team produced a Business Plan which brought 
together the City Plan and Business Excellence priorities, the Council’s 
Values and the key financial and performance targets. This Business Plan 
was communicated to staff including through the annual staff 
conferences.

3.16 The leaders of the Council’s three political groups joined the annual staff 
conferences this year to give their support to the Managing Director and 
Corporate Leadership Team’s key messages about the priorities of the 
Business Plan. The emphasis was on continuous improvement and the 
contribution of that every individual can make to the Council’s success. 

3.17 The Council introduced specific training on customer service skills to its 
training programme this year.  New face to face training also was 
delivered in response to other specific identified service improvements; 
this included health and safety and report writing for committees. The 
Council continued delivery of its officer Leadership Programme, building 
on previous years’ programmes and further inculcating the Council’s 
Values within the management team.
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F. Managing risks and performance through robust internal control 
and strong public financial management

3.18 The Council achieved an unqualified audit from its external auditors for 
the preceding year and has continued to apply the same rigour to its 
financial management during the year 2019-20. Building on 
improvements made in the previous two years, further work has been 
undertaken this year to strengthen the policy framework and processes 
the Council uses to guide its financial decisions and manage its 
investments. The Council has adopted an Asset Management Strategy , 
revised its Capital and Investment Strategies, increased the borrowing 
capacity of its development fund and continued to manage risk reserves 
in order to meet the immediate priorities of the Council as well as plan 
for its medium term financial position.

3.19 The Council was able to set a balanced budget for the year 2019-2020. 
The budget setting process was informed by the priorities set out in the 
City Plan and as further refined during the course of the year by the 
Council’s policy committees. The Council’s Policy and Resources 
Committee was able to recommend to Council a proposed budget which 
had the support of all political groups and as a result, for the second 
consecutive year, the budget was approved unanimously by Council.

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

3.20 The Council’s leadership welcome the role of internal audit in providing 
scrutiny and identifying areas for improvement. The internal audit 
service was commissioned by the Audit & Governance Committee this 
year to work with the Monitoring Officer to undertake a detailed “lessons 
learned” review of an earlier phase of an ongoing capital project, the 
demolition and redevelopment of a former swimming pool site. The 
outcome of that review has informed the next phases of the project, 
particularly in terms of project management and risk management.

3.21 Internal Audit completed fourteen reviews of varying scope during the 
year.  These included core financials, ICT, health and safety, 
procurement along with other key risk areas. The assurances provided 
for the reviews ranged from ‘moderate’ to ‘full’ assurance.  There were 
no ‘limited’ or ‘no’ assurance reviews reported during the year.  A further 
“lessons learnt” review to that of the former swimming pool site was in 
regard to the implementation of the new IT system of the Property 
Service which was re-established in-house from April 2019.

3.22 Various recommendations came from the independent reviews by 
Internal Audit and were owned by management along with an agreed 
action plan and time line.  Some of the recommendations reported within 
the reviews included, for example, project implementation, testing of 
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system, training, security, fees and charges, loaned items, compliance 
and suspense account usage.

3.23 To ensure good governance all recommendations are followed up by 
Internal Audit on an evidence basis to ensure timely implementation. 
Those reviews that were followed up during the year did not identify any 
material exceptions where no action had been taken.

3.24 Vigilance is a key action of mitigating potential fraudulent transactions.  By 
using this method throughout the year no material loss was identified.

 
3.25 Based on the reviews performed in accordance with the revised audit plan 

and actions taken throughout the 2019/20 year, the internal control 
arrangements managed the principal risks identified in the audit plan and 
can be reasonably relied upon to ensure that the Council’s corporate 
purposes were met.

4. Significant governance issues 

4.1 This section sets out any significant governance issues which have been 
addressed during the year or require attention in the next year.

4.2 In terms of governance challenges, the early part of the year was 
relatively stable. The Council has not been involved in any significant 
litigation. The Monitoring Officer reported to the Standards Committee on 
customer complaints where maladministration had been found and 
remedies directed by the Local Government Ombudsman. The lessons 
learned from these complaints were shared with the senior management 
team and all relevant service level officers with the objective that similar 
mistakes will not be made in the future. 

4.3 Preparations for the Corporate Peer Challenge helped to bring a number 
of Council policies and processes under review. The CPC Peer Feedback 
has made nine specific recommendations which the Council will 
incorporate into this year’s Business Plan as priorities for improvement. 
These can be viewed in the CPC report; they include ensuring that the 
skill sets of officers and members are fit for the challenging financial and 
commercial environment of the local authority and the production of a 
new Homes and Communities Strategy. The CPC team also identified the 
need for a clear communications plan with key stakeholders, which the 
Council itself has already identified on its corporate governance action 
plan.

4.4 The final part of the year was dominated by the sudden impact of two 
emergencies; firstly the City floods and latterly the Covid pandemic. The 
Council’s emergency planning and business continuity arrangements 
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have supported the Council well in ensuring that services continue to be 
delivered and the Council continues to be effectively managed. The 
Council had undertaken a test exercise in March 2019 based on a flu 
pandemic scenario and made some service improvements as a result of 
that exercise. However inevitably those two emergency incidents, 
created a very significant impact on available Council resources. 

4.5 The majority of the Covid related activity occurred after 31 March and so 
it will be more substantively reported in the next Annual Governance 
Statement. The key points to note in terms of the impact on the year 
2019/20 are:

(i) The Council moved into an emergency response mode from 16 
March, maintaining key service delivery as well as supporting 
communities in the City;

(ii) It was necessary to immediately implement remote working 
arrangements for all staff who would ordinarily be based in the 
office and remote Committee meetings followed shortly after as 
soon as legislation was changed (in April);

(iii) There was no significant impact on governance or control measures 
in the year 2019/20;

(iv) The financial impact in the year 2019/20 was approximately a net 
£42k. The main impact was a reduction in income, for example 
lower car parking revenue. There was a small increase in 
expenditure with homeless individuals and families being found 
hotel accommodation towards the end of the month. The 
government provided one-off funding of £48k;

(v) The decisions, risks and implications of the emergency incident 
were reported back in detail to the Council’s Policy and Resources 
Committee on 26 May 2020.

4.6 The Council has managed to make progress on a number of the 
Corporate Governance Action Plan priorities but there is still work to be 
done. For example, the Audit & Governance Committee and Standards 
Committee have received reports respectively on Member training and 
members’ participation on outside bodies but no changes have been 
implemented yet. Similarly progress has been made to move toward 
paperless working for committees but there is still work to fully roll this 
out. The development of a new procurement strategy has been deferred 
until the next year which will enable it to be informed by the Council’s 
Covid recovery plans, the refresh of the City Plan and the Council’s 
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consultation on an Environmental Sustainability Strategy. The Council’s 
approach to equality and inclusion will also be refreshed.

5. Conclusion and signature of the Leader and Managing Director 

5.1 To the best of our knowledge, the governance arrangements, as 
described above and detailed within the Council’s Local Code of 
Corporate Governance, have been operating effectively during the year. 
Our assessment, that the Council’s corporate governance is good, is 
supported by the findings of the Local Government Association’s Peer 
Corporate Peer Challenge.

5.2 Areas for improvement that were identified in our review of effectiveness 
will be progressed; we will monitor their implementation and operation 
during the year and report as part of our next annual review.

Cllr Marc Bayliss David Blake

Leader of the Council Managing Director

[date]
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Report to: Audit and Governance Committee, 29th July 2020

Report of: Head of Finance

Subject: EXTERNAL AUDIT 2019/20 UPDATE

1. Recommendation

1.1 That the Audit and Governance Committee note the comments in the 
external auditor’s report ‘Audit Update’ for the year ended 31 March 2020’.

2. Background

2.1 The Council’s draft annual Statement of Accounts for 2019/20 was published on 23 
June 2020 after the statutory deadline had been extended from 31 May due to the 
impact of the Covid-19 lockdown.

2.2 The external audit commenced on that date and is being performed remotely with 
the audit same team auditing all three district councils in south Worcestershire 
simultaneously.

 
2.3 The statutory deadline for the external auditor issuing the audit opinion has been 

extended from 31 July to 30 November 2020.

3. Audit Update for Worcester City Council

3.1 The auditor has identified that the impact of Covid-19 has created a number of 
additional risks for the council ‘s finances that will require them to do additional 
work and will extend the duration of the audit. This is explained further in their 
summary report which is shown in Appendix 1.

3.2 The extension of the audit means that the final accounts and audit report will now 
be presented to members at the September meeting of this Committee.

Ward(s): All
Contact Officer: Mark Baldwin

Email: mark.baldwin@worcester.gov.uk
Tel: 01905 722007

Background Papers: None 
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Executive Summary
Update to our risk assessment and the scope of our audit

In our audit planning report tabled at the March 2020 Audit and Governance Committee meeting, we provided you with an overview of our audit scope and approach for
the audit of the financial statements. We are carrying out our audit in accordance with this plan, however their have been some changes since the plan was presented.

Changes to our risk assessment as a result of Covid-19
The following changes to our risk assessment have occurred as a result of Covid19. The following will result in the audit team performing additional work and will in turn
result in additional fees for the 2019/20 external audit of Worcester City Council:

• Valuation of Property Plant and Equipment - The Royal Institute of Chartered Surveyors (RICS), the body setting the standards for property valuations, issued
guidance to valuers highlighting that the impact of Covid-19 on markets might cause a valuer to conclude that there is a material uncertainty. Caveats around this
material uncertainty have been included in the year-end valuation reports produced by the Council’s external valuer. We consider that the material uncertainties
disclosed by the valuer give rise to an additional risk relating to disclosures on the valuation of property, plant and equipment. In response to this increased risk we
will be engaging EY valuation specialists to assess the valuation basis used.

• Disclosures on Going Concern – The response to Covid-19 has had a significant impact on the financial position of local authorities. The Council’s financial plans for
2020/21 and the Medium Term Financial Plan will need revision to address the impact of Covid-19. With an increase in uncertainty on the Council’s finances
management will need to consider the liquidity position of the Council in making their assessment and in disclosing the key factors relating to going concern.

• Pension Liability Valuation – The IAS19 accounting and financial statements disclosures involve significant estimation and judgement and are informed by the work
of an actuarial specialist engaged by management. Covid-19 has had an impact on the valuation of assets as at the 31 March 2020, with an increase in valuation
uncertainty on classes of investments such as investment property and private equity investments. We will review the report of the pension fund auditor and report of
our EY pension specialists.

• Additional EY consultation requirements concerning the impact on auditor reports because of Covid-19 -The increases in audit risks as a result of Covid-19 across
all organisations, including the local government sector, has resulted in additional consultation requirements for auditor reporting and the level of work we need to
perform to respond to the changes in risk. Until we have completed our outstanding procedures, it is possible that further matters requiring amendment may arise.
Our audit opinion may need to refer to the following issues which are currently subject to ongoing discussion with management:

PPE valuation – Material uncertainty in respect of the valuation of land and buildings.
Going concern – The disclosures made in respect of going concern

• Value for Money Conclusion - As communicated in our audit planning report, we identified a specific area of focus which we view as relevant to our value for money
conclusion – ‘Maintaining Financial sustainability’. During our final audit, we will be performing additional work is assess the arrangements the Council has in place to
respond to this risk.
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