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YORKSHIRE DALES NATIONAL PARK AUTHORITY 

 
ITEM  13 

 
  
Committee: AUDIT AND REVIEW  

 
Date: 10 November 2020 
  
Report: INDEPENDENT REVIEW INTO THE OVERSIGHT OF AUDIT AND 

THE TRANSPARENCY OF LOCAL GOVERNMENT REPORTING 
(‘THE REDMOND REVIEW’) 
 

 
 
Purpose of the report 
 
1. To inform Members of the conclusions and recommendations of the Independent 

Review into the Oversight of Audit and Transparency of Local Government Reporting. 
 
 
RECOMMENDATION 
 
2. That Members note the recommendations of the Review. Implementation of these 

recommendations is dependant on their adoption by the Ministry of Housing, 
Communities & Local Government (MHCLG). 

 
 
Strategic Planning Framework 
 
3. The information and recommendation contained in this report are consistent with the 

Authority’s statutory purposes and its approved strategic planning framework: 
 

Corporate Plan objective 36: ‘Operate governance arrangements that are fit for 
purpose, as reported through the Annual Governance Statement and the Annual 
Governance Report’. 

  
  
Background 
 
4. The Local Audit and Accountability Act 2014 (‘the Act’) introduced a new Audit regime 

for local government to replace the previous arrangements, under which the Audit 
Commission performed that role. The Review, under the leadership of Sir Tony 
Redmond, was set up to examine the effectiveness of local audit as now practised. 
 

5. One of the objectives behind the Act was to widen participation in the local audit 
market by allowing local authorities to appoint their own auditors. Subsequently, it 
became clear that the auditor appointment provisions in the Act were onerous and 
there was little appetite amongst local authorities to appoint their own auditors. As a 
result, MHCLG undertook a tender exercise to identify an entity which would act as an 
appointing person for local authority audits. 
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6. Public Sector Audit Appointments Ltd (PSAA), a new company set up by the Local 
Government Association (LGA), was the only bidder. Under the transitional 
arrangements, PSAA was given the responsibility of managing the framework 
contracts let by the Audit Commission for external audits running up until 2017/18. 
PSAA’s responsibilities are: 

 To perform the functions of an appointing person for local authority audits; 

 To take steps to ensure that public money is properly accounted for 
and protected; 

 To  oversee  the  delivery  of  consistent  high  quality and  effective 
audit services; and 

 To ensure effective management of audit contracts. 
 

7. Category 1 Authorities (those with a turnover exceeding £6.5m; for consistency of 
reporting, Defra subsequently required all NPAs to be treated as Category 1 
Authorities regardless of turnover) were given the choice of opting in or out of the 
PSAA arrangements; opting out would require an Authority to procure its own external 
auditor, and – at that time – was judged by most Authorities as very likely to be a 
significantly more involved and expensive approach; 98% of Authorities chose to opt 
in. 

 
8. In 2017 PSAA let the next phase of local audit framework contracts, active from 

2018/19 through to 2022/23.  
 
9. The effect of these developments for the Authority has been twofold: a change in 

auditor and a decrease in audit fees. Prior to its framework contracts of 2012, the Audit 
Commission had let our audit contract (as part of a ‘local government’ parcel of such 
contracts) to Deloitte, at which point our annual fee was in the order of £19k pa (this 
from 2008/09). The frameworks agreed in 2012 and 2014 saw Deloitte retain our 
contract, but the competitive bidding process had driven down fees so that, by 2013/14, 
our fee was £12.1k. The subsequent re-letting of contacts for 2018/19 produced a 
change in auditor, to EY, and a further fee reduction, with the planned fee for 2019/20 
at £9.3k. 
 

10. This progressive reduction in fees is significant. In ‘cash’ terms, we’ve seen a fall in our 
fees of 51% since 2009; after taking account of CPI-based inflation, the ‘real terms’ fall 
is 65%. It shouldn’t be a surprise that this dramatic reduction in fees, driven by 
competitive tendering, is now undermining the future viability of audit contracts, 
something which the Redmond Review picks up on.  

 
 
The Key Findings of the Redmond Review 
 

11. The Review published its findings in September, in a report running to 148 pages 
(including annexes) and which describes and discusses the issues highlighted in the 
feedback from local authorities consulted during the review. The key findings were: 
 

 The mechanisms for achieving consistency in financial reporting, audit quality and 
applicability are fragmented and piecemeal. Public sector specialist expertise is now 
dispersed around different bodies. No one body is looking for systemic 
problems, and there is no apparent co-ordination between parties to determine and 
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act on emerging risks, or to collate and report on the results of the work of the 
external auditors of local authorities. The review proposes the creation of a new 
body, the Office of Local Audit Regulation (OLAR), to fill this gap. 

 

 There is widespread agreement that the accounts are not transparent or 
easily understandable, and so don’t meet the accountability and/or decision-
making needs of users in allowing them to ask appropriate questions. The 
Review proposes a new statement of service information and costs as a means of 
enabling authorities to communicate, in a standardised format, the key information 
relating to the budget compared to actual financial performance. 
 

 The format of local government accounts doesn’t provide sufficient information on 
key issues of interest to stakeholders (or, at the very least, it’s very hard to extract 
this from the accounts). This includes information on financial resilience and 
sustainability, going concern and value for money. Further information on these 
matters is included at Appendix 1. 
 

 The fee structure doesn’t enable auditors to fulfil the role in an entirely satisfactory 
way. With 40% of audits failing to meet the required deadline for report in 
2018/19, this signals a serious weakness in the ability of auditors to comply with 
their contractual obligations. In addition, the ambition of attracting new audit firms 
to the local authority market hasn’t been realised. Without prompt action, there 
is a significant risk that the firms currently holding local audit contracts will 
withdraw from the market. Further discussion of the current fee variation process is 
included at Appendix 2.  
 

 The current deadline of 31 July for the auditor’s final report on the accounts 
(temporarily extended to 30 November this year, due to Covid-19) is very 
problematic; nationally, up to 40% of audits miss this date. 
 

   
Detailed Recommendations 
 
12. These are summarised at Appendix 3, which also includes commentary and 

observations on the potential impact of each recommendation.  
 
 
The Response from PSAA 

13. Steve Freer, the Chairman of PSAA, has responded in a supportive way to the findings 
of the review. The only recommendation where there is a difference of view concerns 
the proposed creation of OLAR, which would bring together functions including 
procurement, regulation and the new ‘system leader’ role. Mr Freer makes the point 
that there is a fundamental question about the time which it may take to legislate and 
bring a new body fully on stream, and whether that timetable would meet the current 
urgent challenges. 
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Conclusion 
 
14. The recommendations of the Review have been designed to deliver a new framework 

for effective local audit and an annual financial statement which enables all 
stakeholders to hold local authorities to account for their performance, together 
with a robust and effective audit reporting regime.  
 

1 5 .  The report concludes that the audit should include a substantive test of financial 
resilience and sustainability. The scope of this audit needs to be clearly defined 
and focused to ensure there is a balance between cost and the potential benefits 
of such additional audit coverage and reporting. 

  
16. MCHLG has a statutory role in regulating and monitoring the financing and service 

delivery of local government, so it will be up to them to decide which of the 
recommendations should be taken forward. Some of the recommendations require 
regulatory or legislative change, so there may be a timing problem, given that many 
of the issues identified in the report may need urgent attention.  

 
 
 
Richard Burnett 
Director of Corporate Services 
 
[17 October 2020] 
 
Background documents: 
Independent Review into the Oversight of Audit and the Transparency of Local Authority 
Financial Reporting; Sir Tony Redmond, September 2020.  
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Appendix 1 

Aspects of Assurance 
 

The Redmond Review identified significant expectation gaps, in terms of the way that 
value for money (VfM) and financial resilience and sustainability were articulated by the 
accounts and reported on by the auditors. The coverage of the financial and VfM aspect 
of audits is far narrower than many stakeholders expect, and is underpinned by concerns 
about the focus of audit work, where an increasing amount of time is spent auditing fixed 
asset and pension valuations. 
 

In particular: 

 The auditors VfM conclusion is viewed by many local authorities to be an 
exercise with limited use to them as it is too retrospective and often states what 
the local authority already knows, and gives assurance only that processes are in 
place to secure value for money.  

 The current ‘Going Concern’ opinion doesn’t provide an adequate assessment 
of financial resilience, which is a more important measure in terms of being 
able to continue to deliver services at required levels. In any case, ‘Going 
Concern’ issues are arguably less significant than for private companies, 
because of the likelihood of government intervention and support. At present, 
there is no specific responsibility to provide an opinion on whether a local authority 
is financially sustainable.  

 

Together, these factors are argued to result in a significant difference between the 
assurance that external auditors provide and (potential) public expectations. 
 
In 2020, the Comptroller & Auditor General (C&AG) published a new Code of Local 
Audit Practice, effective from the 2020-21 financial year. The main changes made were 
in respect of the value for money opinion, which has been replaced by the requirement 
for a commentary on: 
 

 Financial sustainability: how the authority plans and manages its resources to 
ensure it can continue to deliver its services; 
 

 Governance: how the authority ensures that it makes informed decisions and 
properly manages its risks; and 

 

 Improving economy, efficiency and effectiveness: how the authority uses 
information about its costs and performance to improve the way it manages and 
delivers its services. 

 

This revised code provides a framework for dealing with the ‘expectation gap’ issues, the 
review proposing that the scope of audit should be extended to include a substantive test 
of a local authority’s financial resilience and sustainability. It recognises that this will 
increase audit costs, but argues that this should be outweighed by the potential benefits of 
additional audit coverage and reporting, which include providing comfort to the authority and 
its stakeholders that its finances are in good order. But note that this is likely to increase 
the workload for officers, who will need to provide robust evidence of resilience and 
sustainability. 
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Expanding on the ‘resilience’ point,  the statutory responsibilities to deliver certain 
services exist even if an authority’s resources may be considered to be insufficient at any 
given time. Financial resilience in this context means the ability to manage budgets over 
the medium term whilst continuing to deliver high quality and effective services.  CIPFA’s 
‘Building Financial Resilience’ report  of 2017 sets out markers for financial resilience in a 
local authority context, highlighting four pillars of sound financial management and five 
indicators of financial stress (below). 
 

 

Pillars of financial resilience Indicators of financial stress 

Getting routine financial management right Running down reserves 

Benchmarking against nearest neighbours – 
e.g. unit costs, under/overspends by service 
area, under- recovery of income. 

Failure to deliver planned savings 

Shortening medium term financial planning 

horizons 

Clear plans for delivering savings Increase gaps in saving plans (i.e. where 
proposals are still to be identified) 

Managing reserves over the medium-term 

financial planning horizon. 

Increase unplanned overspends in service 

delivery departments. 
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APPENDIX 2 
Audit Fees and Variations 
 

The review concluded that the apparent inadequacy of audit fees is creating a 
fundamental problem in the supply of external audits of the appropriate quality, even 
before considering the additional requirements (and therefore, pressures) that would be 
placed on the auditor by the recommendations of this review.  
 
This problem is highlighted by the issue of free variations, which can be requested by the 
auditor on the basis of additional unplanned work being required to complete their audit. 
Extra work might result from shortfalls in the information  or assistance provided by the 
authority being audited (e.g. staff being unavailable to answer questions) or because of 
new requirements: in 2019, all pension fund audits were effected by the decision in the 
McCloud case, which changed the liabilities of those funds as a result of an ‘inequalities’ 
issue. 
 
The external auditor notifies PSAA of potential variations, and these are then agreed 
between the relevant local authority and the auditor, or – where a disagreement arises – 
PSAA will challenge the variation and facilitate a resolution. This Authority is likely to be in 
this position in relation to the 2019/20 audit fee, though as yet no formal request for a 
variation has been submitted to PSAA. 
 

Audit firms consider the fee variation process to be unsatisfactory. They have raised 
concerns that the scope to claim fee variations is not sufficient to meet their costs. 
Increasing the scale fee, to reflect changes in regulatory requirements is for practical 
purposes not possible under the current arrangements. 
 

Firms stated generally that the lack of profitability changes the way that local audit work 
is perceived within the firm. As the contribution that local audit makes to the overall profit 
of the Partnership is low, specialising in this area is seen by many individuals at audit firms 
as having a detrimental impact on career prospects, making it difficult for firms to attract 
and retain high quality staff for such work.  
 
The review found that the number of fee variation requests had been growing, and that the 
audited bodies were expressing increasing dissatisfaction over this: variation requests were 
often received some months after audits had been completed, and they were not always 
supported by evidence of additional work done. 
 
For the 2019/20 audit cycle, PSAA has taken steps to manage fee variations more 
proactively. Rather than wait for fee variations to be submitted, it has asked all of the 
firms active in the market to estimate the additional fee required to ensure that their audit 
work and audit files meet current quality standards. Four of the firms have suggested that 
an increase of 15% to 25% on the scale fee is required with the fifth firm requesting an 
increase of 100% on the scale fee. PSAA is currently in the process of reviewing how 
each firm’s standard audit testing programmes have changed over the past three 
audit years to identify whether the increases requested are justified. PSAA will use this 
work to enable it to provide reassurance to audited bodies that extra work has been 
validated. 
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APPENDIX 3 
 
The Recommendations of the Review 

 
Recommendation Commentary / Impact assessment 

External Audit Regulation  

1. A new body, the Office of Local Audit and 

Regulation (OLAR), be created to manage, 

oversee and regulate local audit with the 

following key responsibilities: 

 procurement of local audit contracts; 

 producing annual reports summarising the 
state of local audit; 

 management of local audit contracts; 

 monitoring and review of local audit 
performance; 

 determining the code of local audit 
practice; and 

 regulating the local audit sector. 
 

The new body will liaise with the Financial 

Reporting Council (FRC) with regard to its 

role in setting auditing standards. The 

engagement of audit firms to perform the 

local audit role would be accompanied by a 

new price/quality regime to ensure that 

audits were performed by auditors who 

possessed the skills, expertise and 

experience necessary to fulfil the audit of 

local authorities. These auditors would be 

held accountable for performance by the 

new regulator. 

 
The new regulatory body would be small 

and focused and would not represent a 

body which has the same or similar 

features as the Audit Commission. Its 

operating costs are estimated at £5m pa. 

 

2. The current roles and responsibilities relating to 
local audit discharged by Public Sector Audit 
Appointments (PSAA) and the Institute of 
Chartered Accountants in England and Wales 
(ICAEW) (amongst others) to be transferred to the 
OLAR. 

  

This is a necessary step in delivering 
Recommendation 1. 

3. A  Liaison Committee be established 

comprising key stakeholders and chaired by 

MHCLG, to receive reports from the new 

regulator on the development of local audit. 

 

To provide the link between government 

and OLAR. 

 

4. The governance arrangements within local 

authorities be reviewed by local councils with the 

purpose of: 

 an annual report being submitted to Full 

Council by the external auditor; 

 consideration  being  given  to  the  

appointment  of  at  least  one  

independent member, suitably qualified, 

to the Audit Committee; and 

 formalising the facility for the CEO, 

Monitoring Officer and Chief Financial 

Officer (CFO) to meet with the Key Audit 

Partner at least annually. 

 

Currently, the auditor’s annual report is 
submitted to the Authority’s Finance & 
Resources Committee, being the final stage 
in the ‘budget setting / budget monitoring / 
results’ cycle, of which the first two are a 
key roles of that Committee. 
 
The question of independent members on 
audit committees is challenging, and the 
review acknowledges the difficulty of 
recruiting to such posts (which are usually 
voluntary). Because the review covers 
practices across all local government bodies 
- which vary hugely in size and complexity -  
what might be best practice for a very large 
authority (e.g. Birmingham) may not add 
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Recommendation Commentary / Impact assessment 

value for one that is many magnitudes 
smaller. 
 
The proposal to meet annually with the Key 
Audit Partner is – to a degree - already in 
place, as the Head of Finance and the 
Treasurer are in contact with the external 
auditor throughout the audit process. 
 

5. All auditors engaged in local audit be provided 

with the requisite skills and training to audit a 

local authority irrespective of seniority. 

 

This ought to go without saying, but the 

consultations undertaken by the Review 

highlighted that many local authorities had 

significant concerns about the knowledge 

and expertise of staff working on their 

audit. Issues included not having a full 

understanding of how local authorities 

were funded and how this impacted the 

accounts, and a lack of auditor continuity 

from year to year, or in some cases from 

week to week, leading to a lack of client 

knowledge. 

 

6. The current fee structure for local audit be 

revised to ensure that adequate resources are 

deployed to meet the full extent of local audit 

requirements. 

 

A fundamental review of the fee structure 
is proposed. Evidence suggests that audit 
fees are at least 25% lower than is 
required to fulfil current local audit 
requirements effectively. 

 

7. That quality be consistent with the highest 

standards of audit within the revised fee 

structure. In cases where there are serious or 

persistent breaches of expected quality 

standards, OLAR has the scope to apply 

proportionate sanctions. 

 

This mechanism is needed for OLAR to be 
able to deliver its ‘performance 
management’ responsibilities.  

8. Statute be revised so that audit firms with the 

requisite capacity, skills and experience are not 

excluded from bidding for local audit work. 

 

The eligibility criteria as set out in the 2014 

Act stipulate that bids for local authority 

audits can only be made by firms with 

recent experience of local authority audit: 

it is v e r y  difficult for new entrants to 

enter the market.  

 

This problem will be exacerbated by  

the Competition and Markets Authority’s 

proposals to implement an operational 

split between the ‘Big Four’ accountancy 

firm’s audit and non-audit businesses: If 

required to choose between specialisms 

(for example, consultancy or external 

audit), there is no guarantee that they’ll 

opt for external audit, particularly of a ‘low 

fee’ local authority nature. 
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Recommendation Commentary / Impact assessment 

 
Increasing the number of firms permitted to 

undertake local audit work should improve 

the chances for smaller authorities (like us) 

of obtaining an auditor at an appropriate 

cost. At the moment, our audits are 

essentially ‘lost leaders’ within larger 

contracts. 

 

9. External Audit recognises that Internal Audit 

work can be a key support in appropriate 

circumstances where consistent with the Code of 

Audit Practice. 

 

This is a ‘given’ of long standing, though in 
the case of this Authority, the external 
auditor chooses to make only limited use of 
the assurance provided by Internal Audit. 
Making this requirement more explicit would 
have a positive impact on the quality of the 
external audit, and shouldn’t add to 
workload or cost pressure. 

 

10. The deadline for publishing audited local 

authority accounts be revisited with a view to 

extending it to 30 September from 31 July each 

year. 

 

In 2017-18 the target date for completing 

local authority audits was brought forward 

from 30 September to 31 July. This 

reform was requested by many local 

authorities, who wanted to complete their 

accounts and audit process as quickly as 

possible, so as to free up their finance 

teams to work on other areas. The 

compression of the audit timetable was 

mentioned as an issue by every audit firm. 

Firms raised concerns about the resulting 

peaks in workload, pressures on staff 

during the summer months, and knock-on 

effects when target dates are not met. 

These pressures contribute to making work 

unpopular with local audit staff. 

 

11. The revised deadline for publication of audited 

local authority accounts be considered in 

consultation with NHSI(E) and DHSC, given that 

audit firms use the same auditors on both Local 

Government and Health final accounts work. 

 

A detail in support of recommendation 10. 
Note that this would have implications for 
the timetable for preparing the national 
Whole of Government Accounts, which 
we’re obliged to contribute to. 

12. The external auditor be required to present an 

Annual Audit Report to the first Full Council 

meeting after 30 September each year, 

irrespective of whether the accounts have been 

certified; OLAR to decide the framework for this 

report. 

 

This appears to replicate the first bullet point 
of Recommendation 4 

 

13. The changes implemented in the 2020 Audit 

Code of Practice are endorsed; OLAR to 

undertake a post implementation review to 

assess whether these changes have led to 

The review questions whether audit work 

always covers the most important areas of 

the accounts from a service user 

perspective. One particular area which 



105 
 

Recommendation Commentary / Impact assessment 

more effective external audit consideration of 

financial resilience and value for money 

matters. 

 

was identified as problematic was the 

apparently excessive focus by the auditor 

on the valuation of fixed assets and 

pension fund components: external audit 

compliance requirements oblige the auditor 

to challenge valuations placed on these 

material assets or liabilities by other 

experts, whether specialist valuers (for 

land and property) or other auditors (for 

Pension Funds). These valuations have 

only a limited influence on financial 

resilience. 

 

The extension of the audit to cover 

financial resilience and VfM in the way 

proposed will place an additional burden 

on officers, who will need to provide robust 

evidence of the Authority’s position in 

relation to those matters.  

 

Financial Resilience of Local Authorities  

14. MHCLG reviews its current framework for seeking 

assurance that financial sustainability in each 

local authority in England is maintained. 

 

This is an internal matter for MHCLG, and 
the review doesn’t provide any details of the 
framework. Note that financial sustainability 
is an inferred part of financial resilience, and 
as such is covered by Recommendation 13. 
 

15. Key concerns relating to service and financial 

viability be shared between Local Auditors and 

Inspectorates including Ofsted and the Care 

Quality Commission prior to completion of the 

external auditor’s Annual Report. 

 

The Report identifies that many examples 

of service delivery and financial failures 

are underpinned by weaknesses in 

governance and senior leadership, so it 

may be valuable for the auditor to find out 

if those concerns are reflected in other 

areas of an  authority’s business or 

indicative of wider financial resilience 

issues. The Authority is not subject to 

routine formal review by Inspectorates 

concerned with the quality of its services, 

other than – potentially – the Planning 

Inspectorate, so this recommendation has 

limited relevance to us. 

Transparency of Financial Reporting  

16. A standardised statement of service information 

and costs be prepared by each authority and be 

compared with the budget agreed to support 

the council tax/precept/levy and presented 

alongside the statutory accounts. 

 

Other options considered (but deemed less 
likely to achieve transparency and 
consistency) included a revision of the 
current use of IFRS-based accounts, and 
adapting the narrative report within the 
existing accounts format. 
 

The review provides an example of a 
simplified financial statement, but notes that 
the current statutory accounts should still be 
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Recommendation Commentary / Impact assessment 

produced. 
 

This recommendation would create 
additional work, at a time of year when 
officers are working under considerable 
pressure.  Note that for NPAs there is no 
direct value in being able to link financial 
performance with council tax and related 
levies, as we are not involved in such 
mechanisms.  
 

17. The standardised statement should be subject to 
external audit. 

 

This would add to audit costs. 

 

18. The optimum means of communicating such 

information to council taxpayers/service users 

be considered by each local authority to 

ensure access for all sections of the 

communities. 

 

Current requirements include publishing the 
draft and final accounts on our website. The 
review contains no suggestions as to how 
such communication could be widened. 

19. CIPFA be required to review the format of the 

statutory accounts, in the light of the new 

requirement to prepare the standardised 

statement, to determine whether there is scope 

to simplify the presentation of local authority 

accounts by removing disclosures that may no 

longer be considered to be necessary. 

 

The review picked up in particular on the 
length of Local authority accounts 
compared to those in other sectors, with 
the former containing more primary 
statements than central government and 
private sector accounts. Also that the 
Pension Fund components are audited 
as a separate audit engagement, which 
further lengthens the document and means 
that the audited accounts can’t be 
published as final until both the local 
authority audit and the pension fund audit 
have been completed. MHCLG has been 
asked to look at decoupling the local 
authority and pension fund accounts, but 
t ha t  wou ld  requ i re  primary legislation. 
 

20. The Annual Governance and Accountability 
Return prepared by smaller authorities should be 
reviewed to see if it can be made more 
transparent to readers. 
  

This recommendation isn’t relevant to the 
Authority, as we aren’t classed as a ‘smaller 
authority’. 

 

 


