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Dear all,
ACTION TO TACKLE THE LOCAL AUDIT BACKLOG IN ENGLAND
| am writing to you today to inform you that | have, today, provided Parliament with a written
update on the decisive action | have taken to tackle the local audit backlog in England. The

statement can be found here: https://guestions-statements.parliament.uk/written-
statements/detail/2024-07-30/hcws46.

Effective local audit ensures transparency and accountability for public money spent on these
vital services and builds public confidence. The Government inherited a broken local audit
system in England, with a significant and unacceptable backlog of unaudited accounts, which
will likely rise again to around 1,000 later this year. This situation undermines trust and
transparency in the way taxpayers’ money is being spent. The delays that were seen under
the last government mean that local bodies and their auditors cannot focus on up-to-date
accounts, where assurance is most valuable.

To tackle the backlog, | intend to lay secondary legislation when parliamentary time allows to
provide for an initial backstop date of 13 December 2024 for financial years (FYs) up to and
including 2022/23 and five subsequent backstop dates:

Financial Year | Backstop date
2023/24 28 February 2025
2024/25 27 February 2026
2025/26 31 January 2027
2026/27 30 November 2027
2027/28 30 November 2028

Subject to parliamentary approval, for financial years 2024/25 to 2027/28, the date by which
local bodies should publish ‘draft’ (unaudited) accounts will change from 31 May to 30 June
following the financial year to which they relate. This will give those preparing accounts more
time to ensure they are high-quality accounts. A new suite of guidance is planned by the NAO
and Financial Reporting Council (FRC) on these measures, and we continue to work with other
organisations to consider what guidance would be most constructive and helpful for local
bodies.


https://questions-statements.parliament.uk/written-statements/detail/2024-07-30/hcws46
https://questions-statements.parliament.uk/written-statements/detail/2024-07-30/hcws46

We expect that there will be full assurance, with “clean” opinions for many bodies by the first
backstop date of 13 December 2024. However, due to the time constraints, auditors are likely
to issue ‘disclaimed’ audit opinions (no assurance) on many accounts — early indications are
that this could be several hundred in this first phase which may, in the short term, cause
additional concern. | recognise that aspects of these proposals are uncomfortable, however,
given the scale of the failure in the local audit system the Government inherited meant that we
have had to take this difficult decision to proceed. Without this action by the Government, audits
would continue to be delayed and the system will move even further away from timely
assurance.

The Ministry will continue to work with the FRC and other key organisations across the local
audit sector to support local bodies, auditors and the wider world to understand what the
different types of modified opinions mean. As | set out in my statement, local bodies should
not be unfairly judged based on disclaimed or modified opinions caused by the introduction of
backstop dates that are largely beyond their control and auditors will be expected to clearly set
out the reasons for the issuing of such opinions to mitigate the potential reputational risk that
local bodies may face.

The Government will communicate the necessity of these steps and emphasise the context for
modified or disclaimed opinions and all the key organisations. This will include some Q&A drop-
in sessions followed by a webinar. Dates and invitations for these will be circulated shortly, and
I hope you will all be able to attend to hear directly about the measures.

| recognise the commitment and hard work of all your finance teams to continue and strengthen
their essential work to produce high quality accounts in a timely manner. | also recognise the
commitment and hard work of auditors working to provide quality external assurance, as we
move to restore a system of high-quality, timely financial reporting and audit, while managing
the impact of this in a sustainable way.

It is my aspiration, and one | know is also supported by all the key organisations in the audit
world, that it is in the public interest for the audit system for local public bodies in England to
recover as quickly as possible once the backlog has been cleared. This means disclaimed
opinions driven by backstop dates should in most cases be limited to the next two years (up to
and including the 2024/25 backstop date of 27 February 2026), with only a small number of
exceptional cases, due to specific individual circumstances, continuing thereafter.

This action to tackle the backlog, while vital, does not provide a long-term, sustainable solution
to the wider, broken local audit system. The Government will need to undertake significant
reform to overhaul the system, as we committed to in our manifesto. This will allow us to get
the house in order, open the books, and repair the foundations of local government, and | will
work with partners over the coming months to explore how best to achieve this.

Finally, | know the hard work is often unseen and too often not acknowledged, can | ask that

you relay my appreciation to finance teams, key audit partners and others for the work they
have done so far in what has been an extremely demanding period, and for the work they will

do in the coming months and years.
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