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FUTURE APPOINTMENT OF EXTERNAL AUDITORS

1. Summary

1.1 This report provides an update on the arrangements for appointing 
external auditors following the abolition of the Audit Commission and the 
end of the transitional arrangements at the conclusion of the 2017/18 
audits.

2. RECOMMENDATION

2.1 That Members note the development with regard to the sector led body 
procurement option as detailed within the body of the report.

3. Background and Discussion

3.1 A report was presented to the March Audit Board detailing the changes to 
the arrangements for appointing external auditors following the abolition of 
the Audit Commission and the end of the transitional arrangements at the 
conclusion of the 2017/18 audits. 

3.2 The report identified three options open to the Council by which an external 
auditor can be appointed:

 Option 1 - procuring a stand-alone appointment overseen by a specially 
set up independent Audit Panel;

 Option 2 – joining with other councils to set up a joint independent 
Auditor Panel;

 Option 3 - opt-in to a sector led body who would negotiate contracts 
and make the appointment on behalf of councils, removing the need to 
set up an independent Auditor Panel. 

3.3 The March report advised that the LGA were working on developing a 
sector led body under option 3. The LGA have now advised that they intend 
to support the appointment of Public Sector Audit Appointments Limited 
(PSAA) as the sector-led body for local government to lead on the 
procurement of future audit contracts. PSAA were established by the LGA 
as an independent company to take on the management of the external 
audit contracts for local public bodies following the closure of the Audit 
Commission. 

3.4 The LGA are keen for local authorities to support the sector led body 
approach. It would lead to a simpler procurement process with no 
requirement for an independent auditor panel. The body would have the 
ability to negotiate contracts with audit firms nationally, maximising the 
opportunities for the most economic and efficient approach to the 
procurement of external audit on behalf of the whole sector.  The LGA 
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therefore asked councils to express an interest in being part of the sector 
led body approach. It was agreed with the Audit Chair that this Council 
would express an interest and therefore an expression of interest was made 
by the deadline of 30 April 2016. This is not a binding commitment. Formal 
invitations to take this approach will be issued later in the year. 

3.5 A further report will be brought back to the Audit Board once more details 
are released about the sector led option and Members will then be asked to 
decide the most appropriate procurement route for the Council. 

4. Financial, legal, staffing and other administrative implications and risk 
assessments

Financial Implications Current external audit fees may 
increase when the current contract ends 
in 2018. 

The cost of establishing a local or joint 
Auditor Panel under options 1 and 2 are 
not known at this stage but were one of 
these options to be taken, a budget 
would need to be identified. This would 
include the cost of recruiting 
independent members, servicing the 
Panel, running a bid and tender 
evaluation process, letting a contract 
and paying members’ fees and 
allowances. 

Option 3 would remove the need for an 
Auditor Panel and the associated costs. 
It would also allow the Council to take 
advantage of economies of scale 
through a national procurement 
exercise.

Legal Implications Section 7 of the Local Audit and 
Accountability Act 2014 requires a 
relevant authority to appoint a local 
auditor to audit its accounts no later 
than 31 December in the preceding 
year. 

Section 8 governs the procedure for 
appointment, including that the authority 
must consult and take account of the 
advice of its Auditor Panel on the 
selection and appointment of a local 
auditor. Section 8 provides that where a 
relevant authority is a local authority 
operating executive arrangements, the 
function of appointing a local auditor to 
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audit its accounts is not the 
responsibility of an executive of the 
authority under those arrangements. 

Section12 makes provision for the 
failure to appoint a local auditor. In this 
situation, the authority must immediately 
inform the Secretary of State, who may 
direct the authority to appoint the auditor 
named in the direction or appoint a local 
auditor on behalf of the authority. 

Section 17 gives the Secretary of State 
the power to make regulations in 
relation to an ‘appointing person’ 
specified by the Secretary of state. This 
power has been exercised in the Local 
Audit (Appointing Person) Regulations 
2015 and this gives the Secretary of 
State the ability to enable a Sector Led 
Body to become the appointing person.

Staffing Implications None
Administrative Implications None
Risk Assessment There is no immediate risk to the 

Council, however, early consideration by 
the Council of its preferred approach will 
enable detailed planning to take place 
so as to achieve successful transition to 
the new arrangement in a timely and 
efficient manner.

BACKGROUND PAPERS

Documents 
consulted

Date File Ref Report 
Author

Section and
Directorate

Exempt
Information 
Category

- Sarah Martin
01322 343402

Strategic 
Director  
(Internal 
Services)

N/A


