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Local Audit system leadership
The case for reform
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Why is there a need for a 
system leader?

Poor timeliness of 
financial reporting

Increased risks and 
complexity of local 

audit bodies financial 
reporting and VFM 

arrangements

Insufficient ownership, 
transparency and 

accountability for high 
standards of financial 
reporting and audit

Local audit has not 
been attractive to audit 

suppliers

Different views on the 
users, purpose and 
value of local audit

Significant focus and 
reputational damage 

for ecosystem
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Local Audit system leadership
What is expected of the FRC

FRAB meeting 30th March 2023

Becoming the system leader for local audit ahead of and following ARGA

Next steps on the journey throughout 2023

• Agreement of memorandum of understanding with DLUHC – published 2 March 2023. Five key areas of responsibility 
– leading a coherent and consistent policy response; bolstering competition, capability and market supply, facilitating 
stronger governance, overseeing entire quality framework and annual reporting. 

• Building our capacity and capability for the role – recruited Deputy Director and individuals in competition and 
communications. Expect to need a further six posts for system leader functions, currently recruiting for senior policy 
positions. Will appoint a dedicated NED and Advisory Panel member with expertise in Local Audit. Our annual AQR 
activity will continue but may expand over time to address system priorities. 

• Chairing the Liaison Committee of senior local audit stakeholders – the membership, terms of reference and 
programme management will be revisited. Importance of this Committee being a decision making forum. 

• Setting out our position as shadow system leader – using publications, webinars, articles and annual reporting to set 
out our views, recommendations, how we will work with stakeholders across the system and operate dual hats (system 
partner and regulator). 
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Local Audit system leadership
Emerging views on priorities 
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Our provisional views on what the local audit system needs to focus on and achieve together 

Perspectives on local audit system leadership

Short term – address the backlog 
and improve timeliness of 

financial reporting. Flush out the 
current position, significant 

concerns with appropriate levers 
and consequences. Understand 

whole system risk. 

Short term – a joined up, holistic 
view on realistic financial 

reporting and audit timetables, 
expectations before the new PSAA 

contract comes into effect. 
Understand NHS issues and 

interdependencies

Short term – maximising 
opportunities that exist for more 

proportionality in local audits 
ahead of medium to longer term 
reforms.  Support new entrants to 

the market (Scalebox)

Medium term – a workforce 
strategy that improves the 

attractiveness and prestige in the 
local audit and finance profession. 

Medium term – changes to 
accounting and audit frameworks 
which promote high standards of 
financing reporting and audit in 

the public interest  

Long term – roadmap to secure 
sustainable reforms underpinned 
by an agreed vision and purpose 
of financial reporting and audit. 

Readiness for the next Local 
Government audit procurement 

round.    
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Local Audit system reforms: Reviewing the December 2021 package 
Further measures to pursue 
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DLUHC December 21 
package 

Revisit KAP eligibility 
and flexibilities (i.e. by 

sector, time served)

Legislate on mandatory 
Audit Committees 

including independent 
members

Conclude HMT thematic 
review and progress 
workforce strategy

Implementation of 
local audit diploma 

and business case for 
technical advisory 

service

Holistic review of 
financial reporting 

and audit deadlines 
for LG, NHS for the 

next 2-3 years. Revisit 
LG 22-23 timetable. 

Deregulation of PIEs 
with listed debt (BEIS 
with reference to FCA 

listing rules)
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Proposed additional timeliness measures – long-list
Addressing audit backlog and delays – escalated reporting and timetables
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Proposed additional 
timeliness measures

Where CFO, Audit 
Committees approve 

audited accounts, audit 
opinions are issued by a 

realistic target date based 
on evidence available. 

DLUHC levers and 
potential consequences 

for Local Authorities 
with poor financial 
reporting processes

Audit suppliers realistic 
delivery plans, risk 
management and 

prioritisation ahead of 
new PSAA contract. 

A statutory backstop date 
for audit opinions on 

historic financial 
statements irrespective of 

whether the Local 
Authority has approved 

audited accounts. 

Clear set of expectations 
for CFOs, Audit 

Committees on attesting 
financial reporting 
arrangements and 

escalating concerns.

Escalated reporting and 
realistic target dates by 

CFO and auditor to 
Audit Committee
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Proposed additional timeliness measures: long-list 
Addressing audit backlog and delays – methodologies and guidance 
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Proposed additional 
timeliness measures

Reinforcing the importance 
of timely public reporting 
by auditors to flush out 

concerns (NAO guidance) 
and clarify VFM reporting 

for delayed audits 

Consistent articulation in 
NAO, FRC communications 

on areas of higher risk, 
critical judgements for 
financial reporting and 

VFM (learning from recent 
public sector failures)

Update the MLA 
threshold and criteria –

the £500million 
threshold is now 
disproportionate. 

FRC and ICAEW publishes its regulatory focus 
for delayed and current audits. Clarify impact 
of backstop date on historic audit reporting 
(scope limitations/disclaimer), direction of 
travel on HMT thematic review informing 

scope of audit risk assessment of PPE/IP asset 
valuations. 

Decouple pension 
fund (LGPS and 
Police) financial 

statements out of the 
administering 

authority, PCC/CC 
financial statements.

Workshop and guidance 
to audit firms following 
PN10 references on LG 
audit materiality and 
whether this can be 

applied to delayed audits 
(FRC Sandbox/ NAO SGN)
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