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| am writing 1o il you that | will be announcing plans to disband the Audit
Commission, and refocus the audit of coundils and other local bodes on helping local
people hokd those bodees o account for local spending decsions - the very essence of
ocalsm

My aim is o replace the curment centrafised audil sysiems, managed by the Audd
democratic accountability. This will also cut bureaucracy and costs, saving the tax payer
some E50m pear year, and ensure there continuas to be robust local audit

Specifically, we plan to stop the Commission's responsibilities for oversesing and
delivering local audits; its research activities will end; its audit functions will be moved to
the private sacior, councils will be free 1o appoint their own independent external auditors
from a more compelitive and open marke! and there will be new audit armangemenis fior
local health bodes. Al local audits will be regulated within B statutory framework.
oversaen by the National Audit Office and the profession.

With an end to the Commission's responsibilibes for oversesing and delvenng local audits
and unnecessary research activities, and with the Government fulfilling its commitrment o
cut local government inspection, the Audit Commission will beé disbanded. As a result of
the changes, the Audit Commission's in-house practice, which is the fifth largest audit
practice in the country, will be transferred out of public ownership. A range of oplions will
be developed for converting the audil practice into a business independant of Government,
winch could be soid or otherwise transferred nto the private sector



| enciose a copy of my announcement, which sets out more fully the Government's plans
for local audt. Our intention is to have the new systems in place from 2012-2013, which
will iInvDive ntroducing legsiation thes sesson  We will now be working closely with the
Audit Commssion, the accountancy prolession, and the local government and health
seciors to develop the detaded design of the new systems_ and 10 take forward in the most
effective way the transier of the Commission's in-house audit practice nto the privaie
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PICKLES TO DISBAND AUDIT COMMISSION IN NEW ERA OF TOWN HALL
TRANSPARENCY

Communitres and Local Government Secretary Enc Pichies has today announced pians 1o
dsband the Audt Commmmon and refocus audil on heipng iocal people hoid councis and
local publc bodes 10 account for local spending decsions. The changes will pass power
down 10 DEODE MeDISCe DUNEBULCTEDE SCCOUTtabilty With JemOoCTahc accourtabity and save
the taxpayer £50 milion a pear

The new Government will set in frain measures to radicaily scale back centrally mposed,
bureaucratic and costly inspection and auditing, saving council taxpayers money The audit
expertise of the Commission will be moved into the private seclor

The Audit Commission's responsibiities for overseeing and delivering local audit and
inspections will stop; the Commission's research activities will end, audit functions will be
moved lo the private sactor, councils will be free to appoint thair own independant external
suditors from a more competitive and open market, and there will be a new audil framework
for local health bodies. This will save council laxpayers' money and decentralise power.

Minusters believe that the work of the Commission has increasingly become less focused on
accountabiity 1o cilizens bul on reporting upwards 10 Government, judging services largely
aganst top cown Govamman! imposed largets.

As a result of the changes. the Audit Commission's In-house audit practice, wheh is the #h
larpest audt pracice n he country. will be transferrad out of public cwnership. A range of
opbons will be devedoped for converting he audll prachce Nio 3 busness ndependent of
Government whsch could be sold or otharwae ransferred mio fhe private secior

A rew decentraised audt regme wil be established, replacing the Audit Commission and
providing genuine suppor! for local democratic accountability This new decentrafised
approach, applicable to local government, police, and local heafth bodies. will:

* Shift power from Westminster to people. Local people, not Whitehall, will now
be the audience for the assurances sudil gives on local spending decisions. The
Government i committed lo promoting decentralisation and democratic
angagement and ending the era of top-down government by giving new powers
to local councils, communities. neighbourhoods and individuals. This needs to be



undempinned by audd reporting no! upwards fo Whitehall departments but to local
pecpis.

* Citirens’ rights The powers of the segarate Local Government Ombudsman will
be strengthened 10 gve resdents greater rights when local services go wog

= Save the axpayer over [50 million a year Ths wil nciude saving the central
and copormie cosis of e Audi Commesson, cumently pad for by e
Commission's fees induding a surchape on audis nchuding those by prvate
frms_ In addibon councis will be able to appont hesr own ndependent extenal
auditors from a more competitive and open marks! among asudt firms, reducing
costs

+ Maintain auditing standards. Councils and local health bodies will stil be
subject to robust auditing Protections will be developed to ensure independence,
competance and qualty, including sudil quality regulated within a statutory
framework, oversesn by the National Audit Office and profession. The
Commission’s research activities would stop; ending duplication with others and
strengthening the National Audit Office's robe in this area.

« [Protecting children and the vulnerable Inspection and intervention will remain
for the mast vulnerable 10 protect public welfare, including children's services and
adull social care

Secretary of State for Communities and Local Government Enc Picides sad

“The corporate centre of the Audt Commission has lost s way Rather than being a
watchdog thal champeons taxpayers mieres's. & has become the creature of the Whilshal
state

We nead 0 redress this balance Audd should remain D eNSuUNe MDQGYE'S MONEy 5
properly spent, but this can be done n a competitve environment drawing on professional
sudil expertise across the country | want to see the Commussion’'s auditing function become
independent of Governmeni, competing for future audit business from the public and private
sector

“These propased changes go hand in hand with plans to create an army of armchair auditors
- local people able fo hold local bodies to account for the way their tax pounds are spent and

what thal money s delivering ”



Notes to editors

For local govermmeni these changes are part of the Govemment's wider focus on
transgarency that will bring aboul & revolubon in lown hall openness and accourtabdity
Local people will now De the audience for assurances that ther couna' & spending money
wisely, that they are wel governed ther councd s financially robust, acheving value for
money and prowadng accurate rformmaton and data

Thes will compilement plans (o strengihen ndhvidual ctzens nghts of redress shouid they
recevwe poor councl serices by enhancng the roie of he Local Government Ombucsman
hrough makeng hes findings legally enforceabile

District auditors will retain @ duty for reparting issues in the public interest. They will be able
o undertake special investigations where they, the local govemment sector or any
continuing inspectorales such as Ofsied in the case of children's services, or Care Quality
Commission on adull soclal care, raise concems aboul @ councll, Following any such
investigations auditors will report locally and be abie to make recommendations to the
council, the sector, inspectorates. and if necessary to Government.

For the NHS plans are being developed 10 establish a new audit framework for local health
bodes. Audit changes in health wil be consistent with vision sel oul in Egufy and
Ercelience Lberatng the NHS desgned o provide assurances thal suppor the democratic
accountabiity now proposed and the accountabity anc responsibietms of the new NHS
Commissonng Board and Mondor a8 economic reguiator The new framework wil not
compromese the Department for Health regurement (o repont 1o Parkament The sxpectation
s that greater u=a wil be made of competitve open marke! audilor apponiments. with
aporoprats profechons 0 ensure qualty and NOEpENJENCE

For the police these changes will ensure thers continues o be robust arrangements for
sudit, The detail of which s besing deveioped as proposals for directly slecled Police and
responsibifties of Her Majesty's Inspectorate of Constabulary, which will continue to oversee
the palica.

The aim is for such @ sysiem (o be in place from the 201213 financial year, with the
necossary legisiation being sought in this Parliamentary session



The NAC is independent of government and the auditor of central government bodies  The
NAD s therefore well placed 10 provice the oversight role for the sudt of local government
and health and would need 1o be able to rely on the work of iocal auditors when formung its
& oprwon on the adeguacy o assurance provided Dy cepaniments  Comitered wih s
emshng funchions. The oversagiht role would enable fhe NAD o repont 1o Pariament on the
gualty of audit acoss the local government anc health seciory. and on the economy.
eFcency, eFeciivensss. and procucinty of these seciors



	F0004012 Document 21 page 1
	F0004012 Document 21 page 2
	F0004012 Document 21 page 3
	F0004012 Document 21 page 4
	F0004012 Document 21 page 5
	F0004012 Document 21 page 6

