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Annual Report 2025/26



Introduction

Chair — Audit Committee, Cllr Nigel Penny

I am pleased to present the second Annual Audit Committee Report to the Council. In
accordance with Torbay’s Constitution, the Council delegates specific oversight
responsibilities to the Audit Committee. This report completes the accountability cycle by
providing an overview of how the Committee has discharged those responsibilities over the
past year. More detailed information is available through the Committee’s published
agendas, reports, and minutes.

Accountability is delivered through four principal contributors:

1. Professional Officers
Officers are responsible for designing, implementing, and monitoring the Council’s
systems, procedures, and governance arrangements. They act on emerging issues,
keep systems updated in response to internal and external developments, and work
closely with Members and Partners to ensure effective and resilient operations.

2. Internal Audit (Devon Assurance Partnership)
Internal Audit provides assurance through an Annual Audit Plan which examines the
Council's governance arrangements and carries out targeted audits and enquiries.
These lead to constructive recommendations and follow-up activity. Their work
culminates in an Overall Opinion which informs the Annual Governance Statement
(AGS).

3. External Audit (Grant Thornton)
External Audit undertakes the audit of the Statement of Accounts, offering a financial
audit opinion, assessing value-for-money arrangements, and reviewing the AGS to
ensure it accurately reflects findings arising from the audit of the accounts.

4. The Audit Committee
The Committee receives reports from all the above contributors—and from others
such as Partner Organisations where appropriate. It provides scrutiny, challenge, and
recommendations. The Committee approves the Statement of Accounts alongside
the Section 151 Officer and advises the Leader of the Council and the Chief
Executive on the signing of the AGS.

Key Matters for the Council’s Attention This Year:
1. External Audit ‘Disclaimer’ Opinion for 2024/25
As in the previous year, the Disclaimer Opinion arises primarily from the national
backlog in local authority audit opinions, compounded by the additional complexities
of implementing IFRS 16 (Leases). Although the 2025/26 draft accounts will be ready
for audit by the end of June, the Section 151 Officer, following discussions with Grant
Thornton, plans to accept one further Disclaimer Opinion for 2025/26.

The plan anticipates an Unqualified Opinion for 2026/27, subject to no unforeseen
issues. This is significant as 2026/27 is the penultimate year before Local
Government Reorganisation (LGR) vesting day on 1 April 2028. It is essential that
Torbay Council hands over accounts and governance arrangements in sound and
robust order. The Internal Audit Plan for the coming year therefore includes LGR-
related activity.

2. Annual Governance Statement (AGS)
The Committee considered the depth and clarity of assurances regarding the
effectiveness of governance arrangements. Following amendments, External Audit
confirmed that the AGS appropriately reflected their findings, enabling its approval.



It is particularly encouraging that Officers are updating Torbay’s Code of Corporate
Governance addressing matters previously raised and aligning it with
CIPFA/SOLACE guidance. External Audit has requested that the updated Code be
applied for the 2025/26 AGS.

3. ‘Reasonable Assurance’ from Internal Audit (2024/25)
Internal Audit’s Overall Opinion of Reasonable Assurance indicates a high level of
confidence in the Council’s overall risk and control environment, while noting that
isolated areas may require targeted improvements.

4. Other Significant Developments
At its February 2026 meeting, the Committee considered improved Counter Fraud
and Corruption Strategy and Policy documents, and offered strong support for their
implementation. Looking ahead, the planned introduction of a formal Risk Appetite
framework will significantly strengthen Torbay’s risk management approach, placing
the Council at the forefront of modern, responsive practice. This will feature
prominently in next year’s Report.

Closing Remarks

Strong governance relies not only on processes and systems but also on the commitment of
staff across the organisation. Torbay Council continues to develop a positive and proactive
risk culture moving away from the perception of risk management as something that
“happens elsewhere” and towards shared ownership across all services.

| would particularly like to acknowledge the Finance Team for their considerable efforts in
helping resolve the audit backlog and the challenges associated with IFRS 16, as
recognised by External Audit. Thanks are also due to the teams leading our risk
management and counter-fraud work, whose dedication has been vital in strengthening the
Council’s resilience.



1. Purpose of the Audit Committee Annual Report

11

Under CIPFA best practice the Audit Committee should produce an annual report on its
performance to Full Council. This report summarises the work of the Audit Committee
during 2025/26 and how it has fulfilled its duty. To assess its performance the following
key areas have been considered, as aligned to CIPFA best practice:

e Membership and Attendance

e Performance in delivery of its Terms of Reference

o Compliance to the CIPFA Audit Committee Position Statement

e Compliance to CIPFA Audit Committee Best Practice Self-Assessment
o Assessment of Skills and Knowledge

e Training and Development

2. Governance

2.1

2.2

The Chartered Institute for Public Finance and Accountancy (CIPFA) describes the
overall aim of good governance as:

‘To ensure that resources are directed in accordance with agreed policy and according
to priorities, that there is sound and inclusive decision making and that there is clear
accountability for the use of those resources in order to achieve desired outcomes for
service users and communities’

CIPFA Delivering Good Governance in Local Government Framework 2016 Edition
(the Good Governance Framework)

Good governance is ultimately the responsibility of Full Council as the governing body
of Torbay Council. This report provides assurance to the way in which the Audit
Committee has discharged its role to support the Full Council in this responsibility.

3. Role of the Audit Committee

3.1

3.2

3.3

The Audit Committee is a key component of the Council’s governance framework. Its
purpose is to provide an independent and high-level focus on the adequacy of
governance, risk and control arrangements. The committee’s role in ensuring that
there is sufficient assurance over governance risk and control gives greater confidence
to all those charged with governance that those arrangements are effective. The Audit
Committee has oversight of both internal and external audit together with the financial
and governance reports, helping to ensure that there are adequate arrangements in
place for both internal challenge and public accountability.

The Audit Committee is directly accountable to Full Council. It is independent of both
the cabinet and the scrutiny functions and is a key advisory committee providing
independent oversight, recommendations, opinions and influence on the matters for
which it is responsible. To assist the Audit Committee in fulfilling its role, it has a right
of access to and is expected to engage constructively with other committees and
functions, for example scrutiny committee, corporate risk management groups/boards
where they exist and other strategic groups. The Audit Committee also has the right to
request reports and seek assurances from relevant officers.

The Audit Committee is governed by its terms of reference that shall be reviewed by
Full Council on the advice of the committee to ensure that they remain fit for purpose
and in accordance with any relevant regulations and guidance. Any revisions will be



agreed by the Full Council and by the Audit Committee. The current Audit Committee
Terms of Reference were approved by Full Council on 15 May 2025 and are based on
CIPFA's recommended Audit Committee Terms of Reference.

Audit Committee Membership

3.4 Membership

Number of Members 6 elected members and 1 Independent
Person

Substitute Members Permitted Yes

Political Balance Rules apply Yes

Appointments Appointments to the Committee are
made annually by Council.

Restrictions on Membership Cabinet members may not be a member
of this Committee

Restrictions on Chair/Vice-Chair None

Quorum 3

Number of ordinary meetings per Council Year At least 4 per year

3.5 During 2025/26 there was a Conservative vacancy on the committee following
notification that a Member of the Conservative Group wished to be known as an
Independent Councillor. The vacancy was covered by a substitute for two meetings
during the year.

4. How the Audit Committee has discharged responsibilities against its Terms of
reference

4.1 Governance, risk and control

Governance, risk and control Frequency

To review the council’s corporate governance arrangements against the good P
governance framework, including the ethical framework, and consider the local
code of governance

To monitor the effective development and operation of risk management in the P
council.

To monitor progress in addressing risk-related issues reported to the committee. P
To consider reports on the effectiveness of internal controls and monitor the P

implementation of agreed actions.

To consider reports on the effectiveness of financial management arrangements, A
including compliance with CIPFA’s Financial Management Code

To consider the council’s arrangements to secure value for money and review A
assurances and assessments on the effectiveness of these arrangements.



To review the assessment of fraud risks and potential harm to the council from A
fraud and corruption.

To monitor the counter fraud strategy, actions and resources P

To review the governance and assurance arrangements for significant partnerships P
or collaborations

P=Periodically, Q=Quarterly, A=Annually

The Audit Committee received a number of reports throughout 2025/26 to help inform how
governance is operating within the Council and to provide an insight to how well risk
management and internal control is operating. Key information presented to the committee
included:

Regular Risk Management Reports/Updates

4.2

4.3

4.4

4.5

The Audit Committee has received regular reports on risk management. Effective risk
management can have a major impact on the successful achievement of the
objectives, policies, and strategies of the authority. The Account and Audit Regulations
2015 require the Council to have in place effective arrangements for the management
of risk.

The Audit Committee has challenged officers around the level of engagement on risk
management and requested that reports that the Audit Committee receive were
amended to include additional information to assist in their oversight with how
effectiveness the management of risks is within the Council.

The Audit Committee has had sight of the work undertaken by directors to develop risk
appetite statements. The newly adopted risk appetite statements have been
incorporated into the Council’s decision-making framework enabling Members and
Officers to make informed decisions. Future risk reports will include information that
show if risks were out of tolerance so Directors and Members could ensure appropriate
action was taken to respond accordingly.

The risk management reports have been developed and the committee receive an
update on the risk registers and the risk position in respect of the wholly owned
subsidiary (SWISCo). This enhances the management effectiveness of risk
management which the committee have oversight of.

Financial Management Code Compliance

4.6

The audit committee plan to undertake this piece of work in 2025/26



Review of Councils counter fraud and corruption arrangements

4.7 Anti-fraud and corruption work forms an important part of our corporate governance
and internal control framework. A number of reports are scheduled as part of audit
committee work with the following reports being considered by audit committee
during 2025/26:

e Counter Fraud and Error Update — 2024/25 — report on counter fraud activity
undertaken in 2024/25

e Counter Fraud and Error — 6 month Update - an update on counter fraud
activity for the first 6 months of 2025/26, including progress against the 2025/26
Counter Fraud Plan

e Counter Fraud and Corruption Policy and Strategy — an update of the Policy
and the introduction and implementation of a Counter Fraud and Corruption
Policy.

5. Financial and governance reporting
Financial and governance reporting Frequency

Governance reporting

To review the AGS prior to approval and consider whether it properly reflects
the risk environment and supporting assurances, including the head of A
internal audit’s annual opinion.

To consider whether the annual evaluation for the AGS fairly concludes that
governance arrangements are fit for purpose, supporting the achievement of A
the authority’s objectives.

Financial reporting Frequency
To monitor the arrangements and preparations for financial reporting to A
ensure that statutory requirements and professional standards can be met.

To review the annual statement of accounts. Specifically, to consider whether

appropriate accounting policies have been followed and whether there are A
concerns arising from the financial statements or from the audit that need to

be brought to the attention of the council.

Financial and governance reporting Frequency
To consider the external auditor’s report to those charged with governance on A

issues arising from the audit of the accounts.

P=Periodically, Q=Quarterly, A=Annually



Presentation of financial accounts & External Auditors Reports

5.1 The Accounts and Audit Regulations 2015, as amended by the Accounts and Audit
(amendment Regulations 2022 states that, as part of the formal process of closing the
accounts, the Chief Financial Officer is required to approve the draft statement of
accounts by the 30th June. As part of the Audit Committees role in signing off the
annual accounts is to examine the report from External audit on any matters arising
through their work on the accounts. The Audit Committee has reviewed and
commented on all external audit finding reports relating as well as commenting on the
financial accounts.

6. Arrangements for audit & assurance — External Audit

External audit Frequency

To support the independence of external audit through consideration of the
external auditor’s annual assessment of its independence and review of P
any issues raised by PSAA or the authority’s auditor panel as appropriate.

To consider the external auditor’s annual letter, relevant reports and the

report to those charged with governance. A
To consider specific reports as agreed with the external auditor. P
To comment on the scope and depth of external audit work and to ensure it A
gives value for money.

To consider additional commissions of work from external audit. P
To advise and recommend on the effectiveness of relationships between

external and internal audit and other inspection agencies or relevant P
bodies.

To provide free and unfettered access to the Audit Committee chair for the A

auditors, including the opportunity for a private meeting with the committee.

6.1 The committee plays a significant role in overseeing the Council’s relationship with its
external auditors and takes an active role in reviewing the external audit plan, progress
reports and annual report setting out external audit findings and the value for money
review/conclusion. Grant Thornton UK LLP is the Council’s current appointed auditor,
appointed through the public sector audit appointment (PSAA) process.

7. Arrangements for audit & assurance — Internal Audit
Internal audit Frequency
To approve the internal audit charter A

To review proposals made in relation to the appointment of external providers

. : . ) P
of internal audit services and to make recommendations.

To approve the risk-based internal audit plan, including internal audit’s
resource requirements, the approach to using other sources of assurance and A
any work required to place reliance upon those other sources.



To approve significant interim changes to the risk-based internal audit plan and

; P
resource requirements.
To make appropriate enquiries of both management and the head of internal P
audit to determine if there are any inappropriate scope or resource limitations
To consider any impairments to the independence or objectivity of the head of
internal audit arising from additional roles or responsibilities outside of internal P
auditing and to approve and periodically review safeguards to limit such
impairments
To consider reports from the head of internal audit on internal audit’s P
performance during the year
To consider the head of internal audit’'s annual report A
To consider summaries of specific internal audit reports as requested P
To receive reports outlining the action taken where the head of internal audit
has concluded that management has accepted a level of risk that may be p

unacceptable to the authority or there are concerns about progress with the
implementation of agreed actions.

To contribute to the Quality Assurance and Improvement Plan (QAIP) and in
particular to the external quality assessment of internal audit that takes place P
at least once every five years

To consider a report on the effectiveness of internal audit to support the AGS

where required to do so by the accounts and audit regulations A
To provide free and unfettered access to the Audit Committee chair for the
head of internal audit, including the opportunity for a private meeting with the P

committee.
P=Periodically, Q=Quarterly, A=Annually

Internal audit services are provided by Devon Assurance Partnership which is a shared
service arrangement between Devon County Council, Torbay Council, Plymouth City
Council, Mid Devon District Council, Torridge District Council, North Devon District Council
and Devon and Somerset Fire and Rescue Authority.

The partnership has a management board made up of representatives from the partner
members and a single Head of Partnership who fulfils the role of Chief Internal Auditor for
each of the authorities.

The partnership is governed as a joint committee under Section 20 of the Local Government
Act 2000. The joint committee has Members from each of the Councils, supported by a
management board comprising the Directors of Finance (Section 151 Officers).



Internal Audit Charter & Approval of the Risk Based Audit plan

7.1

7.2

The Audit Committee received the internal audit plan and charter and the committee
feed in their views on areas of potential risk and assurance that should be considered.
The audit plan was pulled together through collaboration with key stakeholders to
ensure that the widest view on risk and assurance requirements was taken into
account.

Annual Internal Audit Opinion Report

The Annual Internal Audit Opinion Report summarises the work of internal audit to
provide an ‘independent’ view from the Head of Internal Audit on how well governance,
risk management and internal control is operating within the authority. The report is
based on the work undertaken by Internal Audit, but can draw on other sources of
assurance where appropriate.

Progress Update Reports & Significant Internal Audit Findings

7.3

Internal audit provided regular update reports to the Audit Committee on performance
against the internal audit plan, highlighting areas of significant governance, risk or
control weaknesses identified through their work. These update reports included the
summary of key findings where weaknesses were identified. As part of the internal
audit process, agreed management actions are captured for addressing weaknesses
and these are monitored through

There were no issues raised around scope limitations through the work of internal
audit during 2025/26 nor were there any areas where management chose to ‘accept’
the level of risk being highlight by internal audit through their work.

Also, to maintain independence and objectivity the head of audit does not undertake
additional roles or responsibilities.

Quality Assurance and Improvement Plan (QAIP) and the External Quality Assessment

(EQA)

7.4

7.5

DAP’s EQA was last performed 2024/25 and is required to be undertaken every 5
years by the Public Sector Internal Auditing Standards (PSIAS). From 1st April 2025
PSIAS has been replaced with GIAS (Global Internal Auditing Standards). The
partnership was externally assessed and re-awarded the accreditation in November
2024 and therefore next accreditation will be due in Nov 2029.

The partnership has a QAIP which sets the high level strategic aims of the partnership
and was updated in May 2025. It covers the following areas and identifies the risks
associated with each area:

People
Quality
Growth & Sustainability

Liaison with Chair and Vice Chair of the Audit Committee

7.6

Officers and external partners such as Grant Thornton and Devon Assurance
Partnership are continually liaising with Chair and Vice Chair of the committee. Ad-hoc
meetings are set up by officers as required if any urgent issues arise.



8. Audit Committee Accountability Arrangements
Accountability arrangements Frequency

To report to those charged with governance on the committee’s findings,
conclusions and recommendations concerning the adequacy and effectiveness of
their governance, risk management and internal control frameworks, financial
reporting arrangements and internal and external audit functions

To report to Full Council on a regular basis on the committee’s performance in
relation to the terms of reference and the effectiveness of the committee in A
meeting its purpose.

To publish an annual report on the work of the committee, including a conclusion
on the compliance with the CIPFA Position Statement.

P=Periodically, Q=Quarterly, A=Annually

The Annual Governance Statement is a statutory document which explains the processes
and procedures in place to enable the council to carry out it’s functions effectively. The AGS
is produced following a review of the council’s governance arrangements and includes an
action plan to address any significant governance issues identified. A key role of the Audit
Committee is to ensure that the annual governance statement is an accurate assessment of
governance, risk management and internal control operating in the authority drawing on
information the committee has received and contains an action plan on areas for
improvement.

Audit Committee Annual Report to Full Council

8.1 This document constitutes the annual report to Full Council providing an overview of
the work undertaken by the Audit Committee to comply with its terms of reference.
This report highlights information received by the Audit Committee in discharging its
delegated responsibility for oversight for governance, risk management and internal
control.

CIPFA Self-Assessment of Good Practice

8.2 The 2022 CIPFA Audit Committee Guidance provides a framework for assessing the
Audit Committee against good practice. Where an Audit Committee has a high degree
of performance against the good practice principles, it is an indicator that the
committee is soundly based and has in place a knowledgeable membership. These
are the essential factors in developing an effective Audit Committee. A regular self-
assessment should be used to support the planning of the Audit Committee work
programme and training plans. It will also inform this annual report.

A workshop was held in September 2024, this was co-ordinated by the Head of Devon
Assurance Partnership. The outcome of the workshop was presented to the November
2024 meeting of the Audit Committee, the link below:

Audit Committee Self Assessment CIPFA Guidance 2024-25.pdf

An action plan to address the areas of improvement identified in the self-assessment
was be presented to the May 2025 audit committee meeting which detailed timescales
for delivery.

8.3 Conclusion on Compliance to CIPFA Audit Committee Position Statement 2022


https://www.torbay.gov.uk/DemocraticServices/documents/s154823/Audit%20Committee%20Self%20Assessment%20CIPFA%20Guidance%202024-25.pdf

A review has been undertaken against the CIPFA Audit Committee Position Statement.
Whilst the Audit Committee generally complies with the CIPFA Position Statement,
there are some areas for work for full compliance. The committee will continue with
training and development in 2026/27 to ensure compliance with the position statement.
The 2026/27 annual report will provide an update on this area.

9. Annual Approvals

Annual Approvals Frequency
Approve the annual accounts of the Council and the Annual Governance A
Statement.

P=Periodically, Q=Quarterly, A=Annually
10. Additional Areas for Committee work: Treasury Management
Treasury Management Frequency

Provide an overview role in Treasury Management matters including regular

monitoring of treasury activity and practices. P
Review and recommend the Non-Treasury Management Investment Strategy,
Capital Strategy, MRP Strategy, and any appropriate Prudential Indicators to P

Council.
Treasury Management Practices (TMPs)

10.1 The TMP is a detailed document setting out how day to day treasury activity is
undertaken by the council and is part of the suit of governance documents controlling
the Council’'s Treasury Management activity. It is a requirement of the CIPFA code on
treasury management for the council to prepare and maintain TMPs and should be a
‘living document’ that should be review and updated as necessary.

Treasury Management Strategy 2026/27

10.2 The Audit Committee received the Treasury Management Strategy report that brought
the requirements of the Chartered Institute of Public Finance and Accountancy
(CIPFA) Treasury Management in the Public Services Code of Practice Revised 2021
Edition (CIPFATM Code), and the CIPFA Prudential Code for Capital Finance in Local
Authorities: Revised 2021 Edition (CIPFA Prudential Code) together. The Audit
Committee reviewed the report and recommended it for formal approval at Cabinet
and Full Council.

Outcome of Skills Survey against CIPFA key knowledge areas.

11. Members of the Audit Committee were surveyed during 2024/25 against the CIPFA Audit
Committee members knowledge and skills framework. This information was used to help
inform knowledge gaps to address through the appointment of independent members
and inform future training & development requirements. A number of questions were
asked under each knowledge area for members to consider their understanding as ‘good
knowledge’, ‘'some knowledge’ or ‘no knowledge’.

Training and Development

12. The current Audit Committee membership has had the following internal training
sessions/workshops made available:



12.1

» January 2026 — Statement of Accounts training
» February 2026 - Internal Audit Plan and Risk Framework/Management
» March 2026 — Risk Appetite Workshop

In addition to these training sessions/workshops the External Auditors also provide
sector updates to ensure the Audit Committee is kept up to date on relevant matters.

A number of external training sessions/webinars were also made available to the Chair
and vice-chair of the committee with other committee members invited to attend.

» September 2025 — Devon Assurance Partnership Conference

» October 2025 — PSAA’s consultation on audit fee scale and CIPFA/LASAAC’s
consultation on the 2026/27 Code of Practice on Local Authority Financial
Reporting in the UK

» February 2026 — Grant Thornton Webinar: After the backstop

As part of the Audit Committee self-assessment work, a training plan has been
developed and delivery will continue throughout 2026/27 to ensure that the committee
members have the required skills and knowledge.



