APPENDIX ONE

EXTERNAL AUDITORS – PROCUREMENT OPTIONS

Under the Local Government Audit & Accountability Act 2014 (“the Act”), the
Authority is required to appoint an auditor to audit its accounts for each financial
year. The Authority has three options;


To appoint its own auditor, which requires it to follow the procedure set out in the
Act.



To act jointly with other authorities to procure an auditor following the procedures
in the Act.



To opt in to the national auditor appointment scheme administered by a body
designated by the Secretary of State as the „appointing person‟. The body
currently designated for this role is Public Sector Audit Appointments Limited
(PSAA).

In order to opt in to the national scheme, a council must make a decision at a
meeting of the Full Combined Authority.
The Appointed Auditor
The auditor appointed at the end of the procurement process will undertake the
statutory audit of accounts and Best Value assessment of the council in each
financial year, in accordance with all relevant codes of practice and guidance. The
appointed auditor is also responsible for investigating questions raised by electors
and has powers and responsibilities in relation to Public Interest Reports and
statutory recommendations.
The auditor must act independently of the council and the main purpose of the
procurement legislation is to ensure that the appointed auditor is sufficiently qualified
and independent.
The auditor must be registered to undertake local audits by the Financial Reporting
Council (FRC) employ authorised Key Audit Partners to oversee the work. As the
report below sets out there is a currently a shortage of registered firms and Key Audit
Partners.
Auditors are regulated by the FRC, which will be replaced by a new body with wider
powers, the Audit, Reporting and Governance Authority (ARGA) during the course of
the next audit contract.

Councils therefore have very limited influence over the nature of the audit services
they are procuring, the nature and quality of which are determined or overseen by
third parties.
Appointment by the council/Authority itself or jointly
The Authority may elect to appoint its own external auditor under the Act, which
would require the council to;


Establish an independent auditor panel to make a stand-alone appointment. The
auditor panel would need to be set up by the Authority itself, and the members of
the panel must be wholly or a majority of independent members as defined by the
Act. Independent members for this purpose are independent appointees,
excluding current and former elected members (or officers) and their close
families and friends. This means that elected members will not have a majority
input to assessing bids and choosing to which audit firm to award a contract for
the Authority‟s external audit.



Manage the contract for its duration, overseen by the Auditor Panel.

Alternatively, the Act enables the Authority to join with other authorities to establish a
joint auditor panel. Again, this will need to be constituted of wholly or a majority of
independent appointees. Further legal advice would be required on the exact
constitution of such a panel having regard to the obligations of each Authority under
the Act and the Authority would need to liaise with other local authorities to assess
the appetite for such an arrangement.
The national auditor appointment scheme
PSAA is specified as the „appointing person‟ for principal local government under the
provisions of the Act and the Local Audit (Appointing Person) Regulations 2015.
PSAA let five-year audit services contracts in 2017 for the first appointing period,
covering audits of the accounts from 2018/19 to 2022/23. It is now undertaking the
work needed to invite eligible bodies to opt in for the next appointing period, from the
2023/24 audit onwards, and to complete a procurement for audit services. PSAA is a
not-for-profit organisation whose costs are around 4% of the scheme with any
surplus distributed back to scheme members.
In summary the national opt-in scheme provides the following:


the appointment of a suitably qualified audit firm to conduct audits for each of the
five financial years commencing 1 April 2023;



appointing the same auditor to other opted-in bodies that are involved in formal
collaboration or joint working initiatives to the extent this is possible with other
constraints;



managing the procurement process to ensure both quality and price criteria are
satisfied. PSAA has sought views from the sector to help inform its detailed
procurement strategy;



ensuring suitable independence of the auditors from the bodies they audit and
managing any potential conflicts as they arise during the appointment period;



minimising the scheme management costs and returning any surpluses to
scheme members;



consulting with authorities on auditor appointments, giving the Authority the
opportunity to influence which auditor is appointed;



consulting with authorities on the scale of audit fees and ensuring these reflect
scale, complexity, and audit risk; and



ongoing contract and performance management of the contracts once these have
been let.

