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Andy Burnham wants to give local authorities in England much greater financial power,
but he is ignoring a crisis that makes this dangerous: the audit system meant to hold
councils accountable has almost entirely collapsed. Since the Tories privatised local
authority auditing in 2014 and abolished the Audit Commission in 2015, the market has
failed to deliver, leaving nearly 1,000 audit opinions outstanding by 2023 and only
around 1% of English council accounts filed on time in 2022/23.
  
This video explains how that collapse allowed financial disasters to build unchecked,
including Woking's accumulation of roughly £2 billion in risky debt from property
speculation and crises in Birmingham, Thurrock and Croydon. It argues that devolving
more money and power to councils without first rebuilding independent audit,
potentially by expanding the National Audit Office's remit, is a recipe for disaster, not
decentralisation.

https://www.youtube.com/watch?v=la8UA6cCUrc?si=Bosnb3JSwlCdBVGO

This is the audio version:

https://www.podbean.com/player-v2/?i=macgt-1b2a1fb-pb&amp;from=pb6admin&amp
;share=1&amp;download=1&amp;rtl=0&amp;fonts=Arial&amp;skin=f6f6f6&amp;font-
color=auto&amp;logo_link=episode_page&amp;btn-skin=c73a3a

There is no Debate Ammunition for this video, but you might like to send this
infographic to your MP or councillor (the link is to a PDF for this purpose):
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This is the transcript:

Can we trust a devolution of powers from central government to local authorities in
England without proper audit being in place? I ask the question because Andy Burnham,
as Prime Minister, wants to give greater financial powers to local authorities in England,
and I stress in England because he has no control over this issue in either Wales,
Scotland or Northern Ireland, and the focus on it must be very irritating to people in
those countries.

But the point is, he’s actually talking about devolving control of part of locally raised
income tax to local authorities, but that will require much stronger public accountability
for the use of funds by our local authorities, and at present, their accounting systems
and England’s audit system for local authorities cannot provide any of that assurance at
all.

That should concern every taxpayer, because if we have local government running out
of control with large sums of money, well, we’re all in trouble really, because that is not
good for local democracy. It’s not good for accountability. It’s not good for politics, and
it’s not good for us who are paying into local authorities because we do pay into local
authorities and they do spend our money because that’s the way in which local
authorities work, unlike central government, which is funded by money creation.

Devolution needs democratic accountability. That is my point. Local democracy only
works when spending is transparent, in that case. And independent audit is central to
public trust in any large financial organisation.

That’s true if you’re talking about a public company.

That’s true if you’re talking about a local authority.

That’s true if you’re talking about a devolved government.

That’s also true of government as a whole.

Audit should reveal problems and highlight weaknesses in systems and poor
decision-making before they become crises. That is the role of local-authority auditing
in particular; there being a focus upon good management in this case, which is in fact
absent from private-sector audit, but which is fundamental to ensuring that we get
good quality public services. And at present, England’s system of local government
audit fails to deliver any of that.

More power for local government should not come until we get stronger oversight of the
money that they are being entrusted with. Public audit should provide timely and
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independent assurance to the central government authorities who are providing funds,
and to us, and it should check whether accounts are fair and reliable.

Local councillors depend on this, after all. Many of them are not financial experts. They
need an auditor to reassure them that their officers are doing what is required as well,
and that is vital. And it’s also critical to ensure that public money is being properly
used.

This all means that audit is fundamental to ensuring that councils deliver value for
money. At present, the local authority audit system is failing to provide any of these
safeguards at all.

The reason for that is very obvious. Local-authority auditing was privatised by the
Tories in 2014, and more than a decade later, the system of local authority audit has
almost entirely collapsed as a consequence.

Only a few firms are now willing or qualified to take on this complex work, and as a
result, many audits are happening years too late because there aren’t enough auditors
to do the work, and they’re happening well after the time limits for submission of
accounts under statutory rules. Nearly 1,000 audit opinions were outstanding by 2023
for English local authorities, and many of those stretched back over several years. Only
about 1% of all accounts of English local authorities in 2022/23 were delivered on time.
That is an extraordinary failure. As a result, we all, including councillors, lack reliable
financial information, and accountability has effectively broken down.

When the government tried to tackle this issue by demanding that the reports be filed
irrespective of the state of play in the local authorities in question, they were filed, but
many of the audit reports that were submitted as a consequence had disclaimers of
opinion attached to them. In other words, the auditor said they could not form a view
on whether the accounts which they were asked to appraise did provide a true and fair
view, or whether all the requirements that they were asked to undertake as part of their
work, including checking that the local authority was using money to good effect, were
met. As a consequence, the published accounts of these authorities did not provide the
assurance that was required of them, and confidence in local authority accounts was
badly damaged as a result.

As such, it’s also true to say that the Whole of Government Accounts produced by the
UK government are also unreliable because those local authority accounts are
consolidated, which means added into those Whole of Government Accounts, and if
they either aren’t there or are unaudited, and they are so significant to overall levels of
government spending then those Whole of Government Accounts are now unreliable as
well, which is what the auditors of those Whole of Government Accounts now say. We
are not getting the information we need to appraise the finances of our government as
a consequence. This is serious.
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So we have to ask, why did the system of local authority accounting and local
government auditing collapse? And that is because, as I’ve already noted, the Audit
Commission, which had existed to do this work and which had done it successfully, was
abolished by the Tories with effect from 2015. Local audit was then required to be
undertaken by private-sector firms.

The problem was, too few specialist auditors entered this market. There were simply
not enough available to go around, and the prices that were offered initially weren’t
enough to encourage new entrants. And as a consequence, delays just built up and up
and up until the whole issue became overwhelming. And at the same time, the financial
reporting of local authorities has become more complex, as has most accounting of
late, because of the absurd rules which are put in place by our accounting institutes,
which pretend that local authorities are like private companies when they’re not. And
the overall consequence was that the market solution to local government accounting
totally failed.

Abolishing the Audit Commission was meant to save money. Instead, audit fees have
now increased dramatically, and we are still not getting the audits we require on time
and in many cases, with appropriate clean audit reports because auditors have not
been able to undertake all the work that is required. More money is then being paid for
less; a sure sign of a failed privatisation, another legacy of George Osborne’s folly when
it came to privatisation.

But we do need audit. Good audit provides early warning signs of things that are going
wrong in every organisation, including in local government. And there are clear signs
that this system has failed at significant cost. Birmingham is now a failed local
authority. It is in effective bankruptcy as a consequence of audit reports. But there are
now questions over the quality of that audit, and whether the audit was itself
appropriate, and whether the issues were addressed in a hurry because of government
pressure. Birmingham has suffered as a result.

Other cases are just as shocking. Woking in Surrey accumulated around £2 billion of
risky debt on property speculation, which its council undertook, and that led to
bankruptcy.

Thurrock did much the same: they’re in Essex. They too are under special measures
because of investment decisions that they made, not for the benefit of residents but to
supposedly increase the income streams of the council. It all went wrong.

And Croydon has suffered repeated financial failures.

Audit did not stop these crises developing, and in many cases, that was simply because
audit was too far behind the event to allow the right messages to be sent that things
were going wrong.
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We’ve paid an enormous price for the failure of local authority audit, and the reality is
that the current system of audit is not working because reporting is too late and
accountability long after the date when it is required is hardly worth having. We’ve
always known there’s a trade-off in accounting between timeliness and accuracy. It’s a
delicate balance to find, but at this moment in local government, it’s clearly failing.

But this has major current policy implications. Andy Burnham is talking about giving
more financial control to local authorities, and that therefore requires there to be a
strong audit environment in place, and the private sector has failed to deliver that. That
then means there must be a state audit function recreated to deliver this essential
public service.

Now we have an authority that can do that. It’s the National Audit Office. That was not
the same as the Audit Commission, which the Tories abolished in 2014/15. It is a
separate authority that still exists, which still audits central government, and it could
take on this role, but it does need more funding. It does need more staff. It does need
more expertise because that would be essential to take on the range of additional work
that it would undertake. But overall its reputation is good. It could undertake this work.
And it’s a precondition of Burnham’s devolution ambitions that he gets this foundation
right.

Greater devolved tax powers require stronger public audit. We deserve to know what
local taxes are going to be spent on, and that confidence simply does not exist in
England right now. Accountability must come before additional financial powers are
granted to local authorities. Andy Burnham has to fix audit first, and then he can
devolve with confidence. But if he fails to fix audit, his devolution plans will be a
disaster. There’s no way around that. That’s where we’re heading.

That’s what I think. What do you think? Let us have your opinions. There is a poll down
below. Please like and share this video. It’s on an important topic which will affect your
community and probably already does if you live in England. And please subscribe to
our channel. Do hit the bell button because that means you are told when we’ve
published a new video. And if you’d like to buy us a coffee, that will be great.

Poll

[poll id="478"]
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