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At this afterncon's urgent question on the Audit Commission you raised the position of the
National Audit Office. As you rightly stressed, the National Audit Office is whally
independent of Government and accountable to the Public Accounts Committee which you
chair.

Accordingly, on 13 August | emailed you a letter about my plans for the Audit Commission
| enclose a copy of that letler. You will see that | mentioned that all local audits will in
future be regulated within a statutory framework and that | envisaged this would be
overseen by the National Audit Office and the profession.

My expectation about the future involvement of the National Audit Office followed
discussions my officials had had with the National Audit Office and a helpful meeting | had
had in August with Amyas Morse. | am very consclous of the National Audit Dffice’s
independence and that any decisions about its future role cannat be something on which
Government gives instructions.

| will be very happy to talk through my ideas with you.
I

THE RT HON ERIC PICKLES MP



OOCUMENT 23

ml;‘iml Erﬁninl urll-ll\ 1W.'I'.,’vl.l' m’u‘i nﬁlchmu{' hu‘l‘ ‘t‘w v ea L al.uj“.']

From: EEMA_EPICKLES
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Dear Ms Hodge,

Please find attached a letter from the Rt Han Eric Pickles MP.

Regards,
lamis

Jamie Cowling

Private Secratary
Rl Hon Eric Pickies MP
Secrefary of Slate for Communities and Local Government
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| @m writing 1o el you that | will be announCIng plans 10 disband the Audit
Commission and refocus the audit of councils and ofher local Doders on heipeng local
people hold those bodees o account for local spending decsons - [he very essence of
locaksm

My aim is to replace the cument centralised audit systems, managed by the Audit
Commission, with new decentralised audit, which will provide genuine support for local
democratic accountability. This will also cut bureaucracy and costs, saving the tax payer
some £50m per year. and ensure there contnues 10 be robust local audit

Speciically we plan 1o s10p the Commesson's respomadbdibes for oversesing and
Oerverng local aucts s researTh actvites will end s audit funchons wel be moved to
the prvale secior, councils will be free 1o appont thew own independent external suditors
frorm a more competitive and open market, and there will be new audit arrangements for
local health bodes. AN local audits will be regulated within a statutory framework,
overseen by the National Audit Office and the profession

prachoe ;m the country,. will be ransfermed out of public ownershep A ranges of optons will
be developed for conwering the audd prachce wio a busmess independent of Govermment.
which could be sold or otherwise lransferred info the private sacior



| enciose @ copy of my ennouncement. which sefs out mone fully the Government's plans
for local auoit Owr ntention & o have the new Systerms in place from 2012-2013. whech
wil rvoive niroducg legesiation Tes sesson e will now be working dossly with the
Audit Commssson. the accountancy profession. and the iocal QoveTment and health
S5Clors 10 develop the detaded design of the new systiems, and o (ke forward n e Most
effectve way the trarsfer of the Commession s in-house sudit prachics into the prvale

sector
cgr:r L~y
UAd
RT HON ERIC PICKLES MP



PMICKLES TO DISBAND AUDIT COMMISSION IN NEW ERA OF TOWN HALL
TRANSFARENCY

Comnruntes and | ocal Government Secretery Enc Picdes has today announced plans 1o
debend The At Commespon prd refoous sudd on heipeng iocal people hold courrsis and
local publc Doches to accourd i lGcal spendng decsons TheE changes wil pass power
down o peope TeRIRCE DUIBBUCTEIE MCTOUMTBDETy Wil demoCranc BcCourtabddly and Sawe
e taepayer ES0 milion 8 el

The new Govemmend wil set 0 e measunes 10 radicaly scale back centrally imposed.
buregucralic and COSTy nspection and suditing saving councl laxpayen money The auelt
expertise of the Cammisson will be maved nilo ha prvate sector

The Audil Commission's responsibillies for overseeing and delivering local audit and
inspections will stop; the Commission's research activities wil end, sudit funchions will be
moved fo the privale seclor, councils will be free to appaint their own independent external
suditors from a more competitive and open market and thers will ba & new audit remework
for local health bodies  This will save council taxpayers' money and decenirakse power

Merwstars beleve that the work of the Commission nas incraasingly become less focused on
accourtabily 1 chirers bul on FeDOMng LDOWSRDS 10 Govermment Judgey services lawgely
agans 100 0wn Gowammen! rmposed targets.

As a resull of the chenges The Audt Commsmor s m-house sudt practoe. whch g The i
wrgest audi practce « e courtry will be transfered out of pubc owrwnshp A range of
optiors wil be deveigped for covwvertng the audt Dracice 0 8 busewss ndependent of
Goveryrent W™ cowd be sold o offerwse ranslerrad wio the privele secion

A rew decentraissd suor regrme wi be establshed repacng e Auct Commssion and
provicding gemune suppon for iocal democraic sccourtaedly The new decentraised
approach, appihcable 10 loca government. police. and ocal health Dodwes., wil

» Shift power from Westminster to people Local people, not Whitehall, will now
be the audience for the assurances audit gives on local spending decisions. The
Government & committed to promoting decentrallsation and democratic
engagement and ending Ihe era of lop-down governmanl by giving new powers
to local councils, communihies, nesghbourhoods and individuals. This needs 1o be



undemnned by Budt reoorhing Not UPwards 10 Whitehall departments tul 1o iocal
DECTE

+ Citrens’ nghts The powen of the separsts Local Government Omoudsman wil
be sTengthewd [0 e resdents grealer g ateT OCal seTVIORE GO wrong

« Save the taapayer over [3) million a year Tha weil nohuoe savng e cortral
and coporgie costy of e A Comwmission curenlly ped for by he
Commmson's fees Noudng a suchage on audis. «COudng hose by privale
frms i a0gvon counciy will be abe 1o aopownt thew cwn ndependent extera
auditos fom 8 more compefitive and open Market among audit firms., reducng
costs.

» Maintain auditing standards Councile and local Neafth bodies wil stil be
subject te robust auditng Prolectiuns will be devaloped 1o snsure Independence.
competence and quelity, including aud® guality reguiated withn @ statutory
framework, overseen by the National Audit Office and profession. The
Commission's research activibes would stop, ending duplication with others and
strengthaning the National Audit Office’s role in this area.

+ Protecting children and the vuinerable Inspection and imervention will remain
far the most vuinerable 1o profect public weifare, including children’s services and
adufl social care

Secretary of State for Communéens and Local Government Erc Poikies send

“The corporale certre of w Audt Commason has bst Bs wey Rather thar beng a
wgichdog that champeons tTaxpaysn misress @ Ra3 Decome e coalure of The Vitviehal
]

e resd T redeess T SEANCE Al should rETEN D enEUe TERpayeTE MOnNey B
property spent Dl s can be done N @ COMPEttve SMWDNMEnt rawmeng o professonal
pugd aupertse 2CTOSS e coundry | want 10 see the Commemon s suditing ‘unction become
independent of Government competng for future sudit business from he public and prvate
sectur

“These proposed changes go hand in hand with plars o create an army of srmchair auditors
- ipcal people able io hold local bodies lo eccount far the way thair tax pounds are spant and

whal that maney s delivering



Fx local government these changes are part of the Govermments wider focus on
ransparency that will bring sbout @ revolubon n lown hall openness and accountabiity
Loca people will naw be the sudience lor assurances that their council s spending money
wisgly, that they are well governed, their council is financially robust, achieving value for
money and providing sccurate information and data.

Tres wil complersent plam to strengihen rdividual ctizens nghts of redress should they
rECEwe DOOF COUNDE SEteOes Dy enhancng the mie of the Local Goverrrrent Omibudeman

Mrough manng ey fndngs legaly enforteste

Destrct susditors well retsen 3 duty for repoding ssues n the public nerest They will be abie
to underiake special wweshgalions where [hey the local government sector or ary
continuing inspectorates such as Cfsted in the case of children’s services, or Care Quality
Commission on adull social care, ralse concems sboul a council Following any such
inrvestigations suddors will reporl locally and be sble 1o meke recommendalions lo the
council the secior, inspeciorales. and f necessary tc Government

For e NHE DE0S s beng Jeveicpes 1o sutabish 3 rew audt barewore b ocal healt
bodies Axil changes in healfh Wil be consmlert Wit vision set oul n Eguly and
Escedernce Liberating Pw N5 desgred 1o provde assurances That support the democratc
sccountabiity now proposed, and e accourtabity and responwbdties of the new NHS
Commussioning Board and Mormior a3 sconomes regulaior. The new framewory will not
compromise [he Department for Health requsrement (o repon 18 Pariament The expecteiion
is thal greater use will be made of compettive open marke! auditor appointments, with
Eppropriate profections 1o ensJre guality and independence

For the police these changes wil ensure Theve continues 10 be robus! armangenenis for
st w oot o whch B Dewng Seveoped 83 proposals for drectly siected Polce and
Cnme Cormmegsonen st tguer Orasrd These Ju0f amangements will COmplernent tne
resporsoibes of Her Maesly § MSpeooraie of Corstalulany wihich wd comanue 1o overses
the Dolce

The aim s lor such & syslem to be n place from the 201213 financial yewr, with the
necessary legisiation being sought in this Parlamentary session



The NAD is ndependent of gavernment and the auditor of central government bodees. The
NAC i therefore well placed to provide the oversight role for the audtt of local govemment
and neann ﬁnﬂ_hhﬂhﬁﬂhﬂdhﬂmﬂmm-
@ opreon on the s0EqUECY O assurance provided Dy deparments. Combined wth i3
mmn“mﬂ_h“-l—!hWHh
qualty of sudit across e local govemment and heath secions. #nd On the @conoImy
effomncy efectverrss ad orocuchely of TTese sectony
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