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LGA response to consultation from National Audit Office - Local 
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Purpose of report 

To approve the LGA’s response to the consultation from the National Audit Office on the Code of 
Audit Practice. 

 

Summary 

The report outlines the process and the National Audit Office’s consultation on the revised Code of 

Audit Practice for Local Audit in England, and seeks comment and approval for the draft response to 

be submitted by the LGA. 
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Recommendation 
 
That subject to any comments from members, the attached submission to the 
consultation be approved. 
 
Action 
 
That the approved submission be submitted to the National Audit Office. 
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LGA response to consultation from National Audit Office - Local 
Audit in England – Code of Audit Practice  

Background 
 
1. The 2014 Local Audit and Accountability Act requires the National Audit Office (technically the 

“Comptroller and Auditor General”) to prepare and maintain a code for local audit in England. 
The current code came into effect on 1 April 2015 and was the first one under the new 
arrangements following the abolition of the Audit Commission when Public Sector Audit and 
Appointments (PSAA) took over the Commission’s contracts. The code should be reviewed 
every five years and the current code is now due for review. 

 
2. The National Audit Office (NAO) is conducting the review in two stages. This first stage, the 

current consultation, is a high level consultation on the issues to be considered in the 
development of the new code. The second stage, to be undertaken later in 2019, will be a public 
consultation on the actual draft text for the new code, based on the responses to the first stage. 
The new code will be laid before Parliament in time for it to come into force no later than 1 April 
2020. 

 
3. Although this is an appropriate time for a review of the code, no serious problems with the code 

itself have been reported, so it is unlikely that a fundamental re-write is expected. 
 

4. The LGA’s response has been developed following discussion involving a small number of 
Chief Finance Officers in the sector as well as general comments from the sector on audit 
arrangements since the introduction of the code in 2015, particularly in responses to the 
consultations undertaken annually on the setting of audit fee levels. 

 
Issues 

 
5. The proposed response to the consultation has been drafted based on the issues identified 

in the following paragraphs: 
 

5.1 In the past few years audit fees have reduced dramatically. These cost reductions 
have been welcomed by the sector at a time of significant financial constraint. 
 

5.2 However some concerns have been expressed that the reduction in fees has driven 
down the ‘quality’ of the audit. 
 

5.3 Many of our members are concerned that auditors are too focussed on things that 
seem less immediately important to them or to their communities such as fixed asset 
valuations and reviewing the loan transactions. Clearly auditors need to ensure their 
work is compliant with relevant Auditing and Accounting Standards. However, we 
urge the NAO to encourage the auditors, to take a more proportionate approach to 
this aspect of their work. 
 

5.4 The code covers local audit arrangements in general – so it applies to local bodies of 
the NHS and Police and other local bodies as well as councils. The NAO is seeking 
views on whether this should continue or if a separate code should be written for NHS 
bodies. While there are some differences between the sectors in terms of the 
requirements placed on auditors and the context for the audits, councils and other 
bodies covered by the code are expected to work more closely together and there are 
some benefits to councils and to audit firms from having a combined code.  
 



5.5 However, it would be helpful for any national reporting by the NAO to distinguish 
between the sectors, rather than publishing, for example, the results of ‘local audit’ in 
general. Joint reporting could provide an unfairly negative position for the local 
government sector when combined with the NHS, where historically a greater 
proportion of vfm conclusions have been qualified. 

 
5.6 We need the code and its guidance to ensure auditors act promptly and report on a 

timely basis when there are concerns within a particular council. The code should 
encourage auditors to report emerging concerns to Audit Committees (or elsewhere if 
defined as ‘Those Charged with Governance’). Incidentally the Competition and 
Markets Authority review of the Audit Market is likely to suggest a greater role for 
Audit Committees. 

 
5.7 One of the biggest risks facing the future provision of local audit, as identified in the 

recent Cardiff Business School review of PSAA’s Appointing Person scheme, is the 
availability of a sustainable market of audit providers. Councils or PSAA could find it 
difficult to appoint auditors with the required competence or we could see the number 
of suppliers shrink leading to reduced competition. The revision of the code should 
recognise this risk and consider ways in which the audit of local bodies can continue 
to be attractive while balancing the sector’s need for fees to be affordable and at the 
same time for the quality of the audit work to be maintained. 

 
Implications for Wales 

 
6. This Code of Audit Practice applies to England only. Separate arrangements are made for 

Welsh councils. 
 
Financial implications 

 
7. This work is part of the LGA’s core programme of work and as such has been budgeted for 

in the 2018/19 and 2019/20 budget. 
 
Next steps 

 
8. That subject to any comments from members, the attached submission to the consultation 

be approved and submitted to NAO. 

https://www.psaa.co.uk/wp-content/uploads/2019/01/PSAA-Appointing-Person-evaluation-final-report.pdf

