UNCLASSIFIED
	
UNCLASSIFIED

	[image: HM Treasury]
	

	
	David Fairbrother
Treasury Officer of Accounts
HM Treasury
1 Horse Guards Road
London SW1A 2HQ

	
	

	
Mr Richard Bacon MP
Chair, The Public Accounts Commission
House of Commons
London 
SW1A 0AA
	T
E
	020 7270 6040
david.fairbrother@hmtreasury.gov.uk

	
	www.gov.uk/hm-treasury

	
	

	
	

	14 October 2022
	



Dear Richard,
NATIONAL AUDIT OFFICE: SUPPLEMENTARY ESTIMATE 2022-23
1. At its meeting on 3 November, the Public Accounts Commission will be considering the NAO’s proposal for a 2022-23 Supplementary Estimate.
2. This letter provides the Treasury’s advice on these documents in accordance with our responsibilities under Section 23 and Schedule 3 Paragraph 1 of the Budget Responsibility and National Audit Act 2011.
3. HM Treasury welcomes the NAO’s engagement in advance of the Commission’s meeting, to explain and answer questions on their Estimate. The following points have been discussed with the NAO and noted as items that we will draw to the Commission’s attention. 
Changes to capital and resource budgets associated with Newcastle office move
4. The NAO are suggesting increases in their capital budget of £3.3m, and £0.4m for the resource budget, compared to the Main Estimate. This is to cover costs associated with securing new office space in Newcastle, earlier than was anticipated. 
5. The Commission should note that the NAO’s ambitions in respect of its Newcastle office align with the government’s ambitions to relocate Civil Service roles out of Greater London through the Places for Growth programme. 
Pay
6. The Commission should note the NAO’s proposals on pay. Following a pay freeze in 2021-22, the NAO intended to introduce a minimum 2% pay increase for all staff, with targeted additional payments for staff at the lower end of pay ranges, resulting in an average 3% pay award. 
7. The NAO’s offer was slightly more generous than the civil service pay remit, but below increases seen in the private sector audit market. In the civil service, departments were able to make average pay awards up to 2%, with additional flexibility to pay up to a further 1% to address specific priorities in their workforce and pay strategies[footnoteRef:2]. [2:  Civil Service Pay Remit 22/23] 

8. In the context of a tight labour market, recruitment challenges and higher than expected turnover, the NAO have proposed using forecast savings against budgeted payroll expenditure to implement an additional 1% consolidated pay increase to all staff below the Audit Manager grade, effective from 1 October 2022.
9. Schedule 2 Paragraph 17 of the Budget Responsibility and National Audit Act 2011 states “In determining the terms of employment of any staff, NAO must have regard to the desirability of keeping the terms broadly in line with those applying to civil servants”.
10. In this context, the Commission should note that:
a. this would be a consolidated pay increase, which will increase payroll costs in perpetuity 
b. because of the long-term impacts, the recycling of in-year payroll underspends into consolidated salary increases is an approach which is not permitted for Civil Service pay
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