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FUTURE APPOINTMENT OF EXTERNAL AUDITORS: UPDATE

1. Summary

1.1 This report provides an update on the appointment of the external 
auditor from 2018/19. 

2. RECOMMENDATION
     

2.1 That Members note the appointment of Grant Thornton as the external 
auditor from 2018/19.

3. Background and Discussion

3.1 Reports were presented to the meetings of the Audit Board in March, June 
and September 2016, and again in January 2017, 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 Audit Board subsequently recommended to the General Assembly of 
the Council that the sector led approach to the negotiation and appointment 
of the external auditor be approved as the preferred procurement route. 
This would avoid the need for the Council to establish an auditor panel and 
to undertake an auditor procurement; would result in savings from one 
major procurement exercise as opposed to running individual 
procurements; would secure highly competitive prices from audit firms 
through economies of scale and would ensure the appointment of the same 
auditors to bodies involved in significant collaboration/joint working 
initiatives or across regions. 

3.3 At the meeting of the General Assembly of the Council on 12 December 
2016 (Min. No.71), Members approved the sector led approach to the 
negotiation and appointment of the external auditor. 

3.4 Public Sector Audit Appointments Ltd (PSAA), was appointed by the 
Secretary of State to be the sector led body. Having undertaken their 
procurement exercise, they subsequently advised the Council in August 
2017 that they were proposing to appoint Grant Thornton as the Council’s 
external auditor for five years from 2018/19. 

3.5 Consultation on the proposed appointments ran to 22 September 2017. The 
Council raised no objections to the appointment of Grant Thornton. This firm 
are currently the Council’s external auditors. They have also been awarded 
the contract for the whole of Kent. This appointment would therefore ensure 
continuity for Financial Services, who are used to Grant Thornton’s audit 
approach, and consistency across Kent, with the same auditor being 
responsible for Kent bodies involved in joint working.
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3.6 The audit appointment was formally confirmed at the meeting of the 
PSAA Board on 14 December 2017.

3.7 PSAA is responsible under the Local Audit (Appointing Person) 
Regulations 2015 for setting the scale of fees for the audit of the 
accounts for those local authorities who opted into the appointing person 
scheme. PSAA is currently consulting on the scale of fees for 2018/19 
audits. They are proposing that scale audit fees for 2018/19 should 
reduce by 23%, compared to the fees applicable for 2017/18. This 
reduction is possible as a result of the favourable prices secured from 
audit firms during the procurement process. PSAA have advised that 
they hope to be able to maintain this reduction in scale fees for the first 
three years of the appointing period, based on current assumptions 
about inflation and the amount of work auditors are required to 
undertake. This position will be confirmed when they review and update 
their assumptions and estimates each year, and consult on scale fees 
for the following year. Whilst PSAA hope to sustain the reduction for the 
full five years of the appointing period, economic uncertainties mean that 
it is not possible to be certain of this at this early stage.

3.8 The proposed audit fee for the Council for 2018/19 is £35,732, a 
reduction of 23% from the 2017/18 charge of £46,405. The consultation 
on the reduction of fees closes on 15 January 2018. The Council is not 
proposing to respond to the consultation due to the favourable reduction 
proposed. The final scale of fees for 2018/19 will be published in March 
2018. 

3.9 The certification of the housing benefit subsidy claim is not covered by 
the PSAA appointment. The Council is therefore responsible for 
appointing its own external auditor for this work. Its appointment must be 
confirmed to the DWP prior to the authority’s initial estimate of housing 
benefit subsidy being submitted for 2018/19, which is due no later than 1 
March 2018. It is proposed to appoint Grant Thornton for this work to 
ensure continuity with the final account process. The Council is therefore 
currently seeking a fee for this work for 2018/19 from Grant Thornton. 

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

Financial Implications The external audit fees for 2017/18 are 
£46,405 (excluding grant certification 
work). The proposed scale of fees for 
2018/19 would result in a reduction of 
the fees by 23% to £35,732. The final 
fees for 2018/19 will be published in 
March 2018

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

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. 
Public Sector Audit Appointments 
Limited (PSAA) were therefore 
appointed as the appointing person to 
lead on the procurement process and to 
set the scale of fees for the audit of 
accounts.

Following the abolition of the Audit 
Commission, the Department for 
Communities and Local Government 
(DCLG) delegated statutory functions for 
the certification of HB subsidy claims to 
PSAA for a temporary period. This 
included responsibility for the 
appointment of auditors to the local 
authorities (LAs). On 5 October 2016, 
DCLG confirmed that it would extend 
the arrangement with PSAA ltd until 
March 2018. Upon expiry of this, LAs 
become responsible for appointing their 
own external auditor for the assurance 
of their subsidy claims. The Department 
for Work and Pensions (DWP) will be 
responsible for the HB assurance 
framework instructions, and the control 
of grant payments based on the 
assurance reports supplied under the 
new arrangements. 

Staffing Implications None
Administrative Implications None
Risk Assessment PSAA will only contract with audit firms 

that have a proven track record in 
undertaking public audit work and who 
are registered as local public auditors 
with one of the chartered accountancy 
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institutes acting in the capacity of a 
Recognised Supervisory Body (RSB). 
The quality of registered firms’ work will 
also be subject to scrutiny by both the 
RSB and the Financial Reporting 
Council, under arrangements set out in 
the Local Audit and Accountability Act 
2014.

5. Appendices

None
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