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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 ending of the 
transitional arrangements at the conclusion of the 2017/18 audits. It 
recommends that opting into a sector led body to negotiate and make the 
external auditor appointment be agreed as the preferred procurement route. 
The appointment of the external auditor is a decision of the General 
Assembly of the Council.

2. RECOMMENDATIONS

2.1To Audit Board

That the General Assembly of the Council be recommended to approve a 
sector led approach to the negotiation and appointment of the external 
auditor as the preferred procurement route.

2.2 To the General Assembly of the Council

That the sector led approach to the negotiation and appointment of the 
external auditor as the preferred procurement route, be approved.

3. Background and Discussion

3.1 Reports were presented to the meetings of the Audit Board in March and 
June 2016 [Min. Nos. 57 and 15] 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 reports 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. The members of the Panel would need 
to be wholly or a majority of independent members. This option would 
therefore incur costs associated with the recruitment of independent 
members and of maintaining the panel. Under this option, the Council 
would not be able to take advantage of reduced fees that may be 
available through joint or national procurement contracts.

 Option 2 – joining with other councils to set up a joint independent 
Auditor Panel. This option would spread the cost across a number of 
local authorities (for example, this could be a joint procurement across 
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Kent). There would be a greater opportunity for negotiating some 
economies of scale by being able to offer a larger, combined contract 
value, however, the decision making body would be further removed 
from local input.

 Option 3 - opt-in to a sector led body who would negotiate contracts 
and make the appointment on behalf of councils, thus removing the 
need to set up an independent Auditor Panel. Public Sector Audit 
Appointments Ltd (PSAA) has been appointed by the Secretary of State 
to be the sector led body. PSAA is an independent, not-for-profit 
company limited by guarantee and established by the Local 
Government Association (LGA). PSAA already administers the current 
audit contracts nationally.  Under the sector led body option, elected 
members would have less opportunity for direct involvement in the 
appointment process, other than through the LGA and/or stakeholder 
groups. However, PSAA would have the ability to negotiate contracts 
with audit firms nationally, maximising the opportunities for the most 
economic and efficient approach to procurement of external audit on 
behalf of the whole sector. PSAA would pool scheme costs and charge 
fees to audited bodies in accordance with a fair scale of fees which 
would have regard to size, complexity and audit risk. This is in line with 
how the current scale of audit fees are set. As a not-for-profit company, 
any surplus funds would be returned to scheme members.

3.3 The LGA is keen for local authorities to support the sector led body 
approach. The LGA therefore asked councils to express an interest in this 
procurement option. 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 was a non-binding commitment.  In 
excess of 200 authorities signalled positive interest – the greater the level of 
participation, the better the value that would be represented by the scale of 
fees under the sector led body option.  PSAA intend to write to authorities in 
the Autumn seeking their firm commitment to opt in to this arrangement. 

3.4 It is recommended that the General Assembly of the Council approves the 
sector led procurement route [Option 3 above]. This will ensure the 
following benefits:

 Avoiding the necessity for the Council to establish an auditor panel 
and to undertake an auditor procurement;

 Savings from one major procurement as opposed to running an 
individual or Kent-wide procurement exercise;

 Securing highly competitive prices from audit firms through 
economies of scale;

 A scale of fees which reflects size, complexity and audit risk;
 Distribution of surpluses to participating bodies;
 Appointment of the same auditors to bodies involved in significant 

collaboration/joint working initiatives or across regions (for example, 
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across Kent) where the parties believe that it will enhance efficiency 
and value for money. 

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

Financial Implications The external audit fees for 2016/17 are 
£46,405 (excluding grant certification 
work). The fees have been set at the 
same level as in 2015/16. The level of 
external audit fees may increase when 
the current contract ends in 2018 (or 
possibly decrease, although substantial 
savings have already been made 
against the fee levels of the Audit 
Commission). 

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. Fees would reflect the number 
of scheme participants – the greater the 
level of participation, the better the 
value represented by the scale of fees. 
So far, in excess of 200 authorities have 
expressed an interest in the sector-led 
approach.

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. 
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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 
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.
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