Report to Audit and Governance Committee
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Title: Redmond Review on the Effectiveness of Local Audit and Accountability to the Public
Relevant councillor(s): Katrina Wood
Author and/or contact officer: Richard Ambrose – Director of Corporate Finance (S151)
Ward(s) affected: N/A
Recommendations: Members are recommended to note the report
Reason for decision: N/A
Executive summary
A paper was presented to the Audit and Governance Committee in November 2020
summarising the review carried out by Sir Tony Redmond into the arrangements in place to
support the transparency and quality of local authority financial reporting and external audit
in England. Please see Appendix A.
Sir Tony made 23 recommendations relating to the quality, timeliness and sustainability of
local audit, and the transparency of local authority accounts.
The Ministry of Housing, Communities and Local Government published its response to the
findings of the review on 17 December 2020, grouped into five themes:
MHCLG have split their responses into five ‘themes’:
1. Action to support immediate market stability
2. Consideration of system leadership options
3. Enhancing the functioning of local audit and the governance for responding to its
findings
4. Improving transparency of local authorities’ accounts to the public
5. Action to consider the functioning of local audit for smaller bodies
This report provides a high-level summary of the response, with proposed actions/next
steps for Buckinghamshire Council.

Content of report
1.

Action to support immediate market stability

Recommendation 6 – current fee structure to be revised
•

MHCLG to consult/review regulations to allow appointing person greater flexibility to
set additional fees where additional work is identified.

•

Local Authorities to receive £15m in additional funding in 21/22 to meet rise in audit
fees/new audit requirements (allocations to be confirmed in the new year).

Recommendations 10 and 11 – deadline to be extended from 31 July to 30 September
•

Proposed extension of deadline to 30 September for two-year period (covering
20/21 and 21/22).

Recommendations 5 and 8 – audit firms to be appropriately skilled/other firms able to bid
for local audit work
•

2.

MHCLG to continue to review/consider in context of 2019 Brydon Review, and will
work with the accounting bodies to consider training and development needs across
audit sector.

Consideration of system leadership options

Recommendations 1,2,3,7,13 and 17 – establishment of new independent regulator for local
audit (Office of Local Audit and Regulation – OLAR)

3.

•

MHCLG to consider alternative options.

•

“We do not wish to recreate the costly, bureaucratic and over-centralised Audit
Commission”

Enhancing the functioning of local audit and the governance for responding to its
findings

Recommendations 4, 9, 10, 11, 12 and 18 – governance arrangements, work of Internal
Audit, sharing reports with external stakeholders
• The department “strongly agrees” with Redmond rec that external auditor should
be required to present an Annual Report to a Full Council meeting as “important
opportunity for potential risks or concerns to be escalated in a timely way”. MHCLG to
explore how this can be achieved and consider enshrining in statute.
• MHCLG to work with relevant bodies to provide new guidance to address Redmond
recommendations regarding meetings between Chief Officers and external audit and
the appointment of independent member to Audit Committee.
• MHCLG to support the sharing of information between inspectorates and external
audit and strengthening engagement between external and internal audit.

4.

Improving transparency of local authorities’ accounts to the public

Recommendations 19, 20, 21 and 22 – standardised statement of service information and
costs presented alongside Statutory Accounts, subject to audit, Chartered Institute Public
Finance & Accountancy (CIPFA) Local Authority (Scotland) Accounts Advisory Committee
(LASAAC) to consider removal of disclosures to simplify accounts
• The department agrees that audited standardised statement of service information
and costs is required – should be short and accessible (1/2 pages) and should be
communicated to all taxpayers and service users.
• Standardised statements to be required in 21/22 – additional funding will be made
available to enable LAs to prepare – allocations to be confirmed next year.
• MHCLG to work with CIPFA/LASAAC to consider scope to simplify accounts by
removing disclosures – earliest this could be achieved is 22/33 accounts – therefore
changes may need phased approach.
5.

Action to consider the functioning of local audit for smaller bodies

Not relevant for Buckinghamshire Council.
Full details can be found on Gov.uk:
Local authority financial reporting and external audit: government response to the
independent review - GOV.UK (www.gov.uk)

Other options considered
N/A
Legal and financial implications
None
Corporate implications
None.
Consultation and communication
None.
Next steps and review
We will keep a watching brief and update the Committee as further details are provided
by MHCLG.
The Service Director – Corporate Finance (S151) will discuss with Grant Thornton the
timing of the external audit to ensure that the audited 20/21 accounts are presented to
the Committee at the end of September.
The Service Director – Corporate Finance (S151) currently meets the external auditor
monthly (and more regularly over the audit of the accounts) and that Chief Executive
also attends on a quarterly basis. The Monitoring Officer will be invited to those
meetings going forward.
Consider the appointment of an independent person to the Audit and Governance
Committee (not mandatory at this stage but likely to become so). To be discussed at
Constitution Working Group
Background papers
Appendix A - Report to A&G Committee (November 2020)
Full Redmond Review and MHCLG response:
https://www.gov.uk/government/publications/local-authority-financial-reporting-andexternal-audit-government-response-to-the-redmond-review/local-authority-financialreporting-and-external-audit-government-response-to-the-independent-review#thedepartments-response-to-the-redmond-review
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Report to Audit and Governance Committee
Date: 18 November 2020
Title: Redmond Review on the Effectiveness of Local Audit and Accountability to the Public
Relevant councillor(s): Katrina Wood
Author and/or contact officer: Richard Ambrose – Director of Corporate Finance (S151)
Ward(s) affected: N/A
Recommendations: Members are recommended to note the report
Reason for decision: N/A
Executive summary
Sir Tony Redmond carried out a review into the arrangements in place to support the
transparency and quality of local authority financial reporting and external audit in England.
The objectives of the review were as follows:
1.1 Whether the audit and related regulatory framework for local authorities in England
is operating in line with the policy intent set out in the Act and the related impact
assessment;
1.2 Whether the reforms have improved the effectiveness of the control and
governance framework along with the transparency of financial information
presented by councils;
1.3 Whether the current statutory framework for local authority financial reporting
supports the transparent disclosure of financial performance and enables users of
the accounts to hold local authorities to account; and
1.4 To make recommendations on how far the process, products and framework may
need to improve and evolve to meet the needs of local residents and local taxpayers,
and the wider public interest.

Content of report
The Sir Tony Redmond review noted the following key findings:
1.1 Local Audit arrangements - most significant finding is the lack of coherence in local
audit arrangements. No coherence in approach to procure audit. There were serious
concerns regarding effectiveness of local audit. Some of this is linked to the fee
structure.
1.2 A view that the cost is 25% less than it should be and as a result the quality of
auditors has reduced. There is concern they do not have the experience or
knowledge of local authorities. 40% of audits were not complete by deadline for
2018/19.
1.3 Governance arrangements – question on whether Audit Committees understand the
issues to question and challenge in an effective way? There are relatively low number
of independent Audit Committee Members, little communication between the Audit
Committee and Inspectors and no formal exchange of views. There seems to be no
real relationship between the Audit Committee and Full Council – very few reports
go to Council.
1.4 Internal Audit is not used much by External Audit as code of practice does not
require them to liaise with internal audit work.
1.5 Reporting - Current arrangements do not allow for public to understand the
accounts. More can be done to improve transparency of what local authorities do.
The recommendations in the Redmond report are:
Local Audits –
•

A new ‘Office of Local Audit Regulation’ be established and have responsibility for
procuring, managing, overseeing and regulating local audits. Will include current
responsibilities fulfilled by Public Sector Audit Appointments (PSAA), National Audit
Office (NAO) and Financial Reporting Council (FRC). These staff will be TUPE’D to the
new body. There will be a Liaison Committee chaired by Ministry of Housing,
Communities and Local Government (MHCLG) comprising FRC, Institute of Chartered
Accountants in England and Wales (ICAEW), NAO, Chartered Institute of Public
Finance and Accountancy (CIPFA), Local Government Association (LGA) and authority
representatives, as well as Probation and Audit Partners. Would meet quarterly and
provide link to Regulator. Would provide facility for feedback and commentary in
how the local audits are done. Not a recreation of Audit Commission. Will be 30-35
staff. Office of Local Audit Regulation could impose sanctions where there are
significant issues in a LA. E.g. If financial resilience issues where MHCLG are needed
to intervene.

•

Fee structure needs to be revised to reflect the true cost with local audit firms.

Governance –
•

At least 1 independent member will be required on each Audit Committee.

•

Will be a requirement for three statutory officers to meet External Audit annually.

•

Audit Committee members will have a requirement to be trained.

•

Audit completion will move to 30 September from 31 July.

•

An annual report to be presented to 1st Council meeting after 30 September from
the External Auditor.

•

Auditors must have skills and training but also needs to be in place for LA finance
staff. Need an induction/training mechanism for new s151s on Final Accounts.

•

NAO has issued a new Code of Practice on VFM and these to be endorsed.

Financial Reporting –
•

A new standardised statement of services and costs be required to enable a
comparison of budget setting Council Tax info to outturn. Will be consulted on
between September and December via CIPFA. Statement will be used in trial basis
for YE 2020/21. Following year, the statement will be subject to audit. This will be a
standard format and will be a requirement but does not need to be published.

•

CIPFA will also be tasked with reviewing the accounts. Property, Plant & Equipment
and Pension Fund issues need to be reviewed (as add little value for a local
authority).

Other options considered
N/A
Legal and financial implications
None
Corporate implications
None.
Consultation and communication
None.
Next steps and review
The PSAA Public Accounts Committee has written to MHCLG regarding the report and
requested a full response by December. A report will be brought back to the Committee
at the appropriate time following the response from MHCLG.

Background papers
PSAA – Advisory Panel 19th October 2020

