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GA.33 16/17 

Governance and Audit 
Committee  

 
 8 November 2016 

 
     

Subject: Sector Led Body for Audit Appointments  
 

 
 

 
Report by: 
 

 
Director Of Resources  

 
Contact Officer: 
 

 
Ian Knowles  
Director of Resources  
Ian.knowles@west-lindsey.gov.uk  
 

 
Purpose / Summary: 
 

  
To make a recommendation to full Council to join 
the national approach for appointing an external 
Auditor 

  

 
RECOMMENDATION(S): 
 
Members are asked to recommend to the Full Council that WLDC should 
participate in the national scheme for the appointment of External Auditors. 
 
 

 

mailto:Ian.knowles@west-lindsey.gov.uk


 2 

IMPLICATIONS 
 

Legal: 

 

Financial : 

 

Staffing : 

 

Equality and Diversity including Human Rights : 
NB: Please explain how you have considered the policy’s impact on different 
groups (for example: young people, elderly, ethnic minorities, LGBT community, 
rural residents, disabled, others). 
 

Risk Assessment : 

 

Climate Related Risks and Opportunities : 

 
Title and Location of any Background Papers used in the preparation of 
this report:   
Wherever possible please provide a hyperlink to the background paper/s 
If a document is confidential and not for public viewing it should not be listed. 

 
Call in and Urgency: 

Is the decision one which Rule 14.7 of the Scrutiny Procedure Rules apply? 

i.e. is the report exempt from being called in due to 
urgency (in consultation with C&I chairman) Yes   No   

Key Decision: 

A matter which affects two or more wards, or has 
significant financial implications Yes   No   
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1. Introduction

1.1 At its meeting in April the committee agreed to express an interest in 
participating in a national process for appointing External Auditors for 
the year 2018/19. The report considered is attached as appendix 1 for 
information. 

1.2 The national approach through the LGA has been agreed with the 
DCLG and the current contract management company Public Sector 
Audit Appointments (PSAA) is establishing a process to lead on behalf 
of the sector. 

2. The Process

2.1 An invitation has been issued by PSAA for all eligible Authorities to 
make a firm commitment to the process and their prospectus is 
attached at appendix 2.  

2.2 The form of acceptance is also attached as appendix 3. 

2.3 Regulation 19 of the Local Audit (Appointing Person) Regulation 2015 
requires that the decision to opt in must be made by a meeting of the 
full Council meeting as a whole. A template report has been produced 
by the LGA which is attached at appendix 4.  

2.4 This report will be amended appropriately for presentation to the full 
council meeting on the 14th November. 

3. Recommendation

3.1 Members are asked to recommend to the Full Council that WLDC 
should participate in the national scheme for the appointment of 
External Auditors. 
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GA.64 15/16 

Governance and Audit 
Committee 

Date 14th April 2016 

Subject:  Update on the arrangements for appointing a new External 
Auditor 

Report by: Director of Resources 

Contact Officer: Ian Knowles 
Director of Resources 
01427 676682 
Ian.knowles@west-lindsey.gov.uk 

Purpose / Summary: To inform members of the options available for 
appointing a new External Auditor and consider 
being part of a national approach. 

RECOMMENDATION(S): 

1 – Members consider this report and the implications of single or joint 
tender process and indicate if they wish for the authority to express an 
interest in joining with the LGA in a nationally led process for the 
appointment of External Auditors. 
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IMPLICATIONS 

Legal: The Authority is required to appoint an External Auditor and follow 
appropriate procurement process in doing so. 

Financial: The existing contract was a significant reduction on the 
previous arrangements and a new tender process may give rise to an 
increase form the current rates. 

Staffing : There are no staffing implications arising from this report. 

Equality and Diversity including Human Rights : 
NB: Please explain how you have considered the policy’s impact on different 
groups (for example: young people, elderly, ethnic minorities, LGBT community, 
rural residents, disabled, others). 

Risk Assessment : 
As appointing an External Auditors is a legal requirement then there is a 
risk that should the national approach not deliver the desired outcome 
that the Authority maybe without an appropriate appointment within the 
timescale. This risk will be mitigated by ensuring the process is monitored 
closely and having secondary plans in place. 

Climate Related Risks and Opportunities : Not applicable to this report. 

Title and Location of any Background Papers used in the preparation of 
this report:   
Wherever possible please provide a hyperlink to the background paper/s 
If a document is confidential and not for public viewing it should not be listed. 

Call in and Urgency: 
Is the decision one which Rule 14.7 of the Scrutiny Procedure Rules apply? 

i.e. is the report exempt from being called in due to 
urgency (in consultation with C&I chairman)

Yes No X 

Key Decision: 

A matter which affects two or more wards, or has 
significant financial implications Yes X No 
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1 Introduction 

1.1 At the demise of the Audit Commission in 2012, the Government issued 
a national tender which packaged Local Government and other public 
bodies into a number of lots. Local Government were packaged on a 
geographical basis which meant that the larger Audit firms were able to 
bid in a tender process for the services they wished to provide within a 
geographical arrangement. At that time KPMG won the lot which 
contained West Lindsey District Council. 

1.2 The contract issued was designed to run upto and including 2016/17 
financial year with an option to extend for a further two years. In 2015/16 
DCLG decided to extend the contract for one further year 2017/18. For 
information it is worth noting that the Department for Health did not 
extend the contract and therefore NHS bodies have needed to go to 
tender for External Auditors this year. 

1.3 A company called Public Sector Audit Appointments Limited was 
established by the LGA in order to manage these contracts once the 
Audit Commission had been closed down. 

2 Options 

2.1 We have discussed previously with Committee the potential options 
including a tender in our own right, a joint tender with County neighbours 
and options considering regional and national approaches. 

2.2 We have now received an invitation from the LGA (Appendix 1) asking if 
we would be interested in being part of a national approach, to be 
organised and managed through the current contract management 
company PSAA Ltd. 

2.3 To remind members of the process we would need to go through if we 
organised our own single tender process I have attached a summary 
form KPMG on the subject as appendix 2. 

3 Conclusion and Recommendations 

3.1 The freedom to appoint our own External Audit is to be welcomed as that 
will give elected members a direct input into the process and the 
selection of External Auditors. 

3.2 However, a single Authority tendering is unlikely to achieve as lower 
price as a collective approach be that national, regional or local due to 
the potential for offering a critical mass for economies of scale to any 
potential bidder. 

3.3 Members are therefore asked to consider this report and the implications 
of single or joint tender process and indicate if they wish for the authority 
to express an interest in joining with the LGA in a nationally led process 
for the appointment of External Auditors. 
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       Appendix A 
 
 

Subscribe to our other e-bulletins 
 

  
  

 

7 March 2016 
  

  
 

From the LGA's Chief Executive  
  
  
Dear colleague, 
 
Sector-led body for the appointment of external auditors – opt-in sought 
 
You will recall that the LGA established an independent company, Public Sector Audit Appointments Ltd 
(PSAA), to take on the management of the external audit contracts for local public bodies following the 
closure of the Audit Commission. We also secured the extension of contracts by an additional year which 
maintains the reduction in fees of 55 per cent for every single council achieved in the last few years and 
by doing so saves a further £24 million. 
 
The LGA has successfully lobbied for the legislation to include provision for the establishment of a 
sector-led body to procure future audit contracts. We intend to support the appointment of PSAA as the 
sector-led body for local government. Our analysis indicates that this would be far cheaper for councils 
than every council procuring their external auditor separately. It would avoid the need for hundreds of 
separate procurement exercises and also has the advantage for councils making use of this procurement 
vehicle that it saves the time and costs which would otherwise be required to establish an Independent 
Auditor Panel. 
 
Our survey of directors of finance last year indicated a significant majority in favour of our proposal and 
we now need to move forwards towards the process of signing councils up. For this to be a success we 
need councils to opt-in to the sector-led body approach. 
 
So that we can continue to progress our efforts on behalf of the sector to secure efficient, cost effective 
and good quality arrangements we would like your council to express an interest by 30 April 2016. This is 
not a binding commitment and we hope to be able to issue formal invitations later in the year. 
 
The LGA website will feature regular updates on the development of PSAA's proposed sector-led body 
role. However, if you would like further information or have any feedback on how this approach would 
work best for councils please contact Fiona Daley on fiona.daley@local.gov.uk.  
  

Best wishes, 
 
 
Mark Lloyd 
Chief Executive, 
Local Government Association 
 
 

 

 
 

 

 
 

 

 

http://email.local.gov.uk/t/19735/4325496/4140/25/
http://email.local.gov.uk/t/19735/4325496/33305/26/
mailto:fiona.daley@local.gov.uk
http://email.local.gov.uk/t/19735/4325496/30985/27/
http://email.local.gov.uk/t/19735/4325496/30985/27/
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Appointing your external auditor

Background

In August 2010 the then Secretary of State for Communities and Local Government, Eric Pickles, announced 
that he intended to close the Audit Commission, the body that appointed external auditors to Local Government 
and NHS organisations (excluding Foundation Trusts). As part of this announcement, he also stated that 
organisations whose appointments were previously controlled by the Audit Commission should have the 
freedom to appoint their own external auditors.

The Audit Commission closed on 31 March 2015. At that time contracts were already in place for local 
government and NHS external audit appointments that covered audits up to and including the financial year 
2016/17. Within these contracts there is an option to extend for a maximum of three further years, i.e. up to and 
including the financial year 2019/20.

A consultation exercise with key stakeholder groups has recently been concluded on whether, and if so for how 
long, to extend these contracts. The Government decided that for local government bodies the contracts will be 
extended by one year, so incorporating the audit of the 2017/18 financial year. Contracts for NHS bodies will 
not be extended.

What does this mean for West Lindsey District Council?

This decision means that you will assume the power to appoint your external auditor from the 2018/19 financial 
year onwards. This will be the first time you have made such an appointment. External auditors provide an 
important professional service and play a critical role in the stewardship of public spending, so it is vital that this 
new decision making power is exercised after careful consideration on how to proceed. Whilst you have 
different options open to you on how to approach this new power, you will need to comply with some specific 
requirements.
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Appointing your external auditor

What should West Lindsey District Council be considering?

In deciding what to do there are a number of considerations.

Do your current external auditors 
provide you with a good service?

If yes, do you need to change?  If no, now you have an opportunity to do something 
about it.

How could we procure an external 
audit service to ensure we get best 
value?

You will have a number of options on how and when to procure your external audit 
service – these are summarised later in this document. 
Given the range of options it will be important to consider the best approach for your 
organisation. 

What do we need to do before we 
start a procurement process?

The new regulations require you to have an Audit Panel, which will be responsible for 
recommending who your external auditor should be. This Panel must include a majority 
of independent (i.e. not elected) members and an independent chair. It makes sense 
for the Panel to have links with your audit committee. 

When do we need to undertake a 
procurement exercise?

The regulations require you to have appointed your external auditor by 31 December in 
the year preceding the year of audit. As 2018/19 is the first year of these new 
arrangements, you will need to have appointed your auditor by 31 December 2017.
You will need to undertake whatever procurement process you follow in good time –
sometime between the Spring and Autumn of 2017. And before doing that you will need 
to have established your Audit Panel – by early 2017 would be sensible. 

Who can we appoint to be our 
external auditor?

You will only be able to appoint an audit firm that has been authorised by the ICAEW to 
undertake ‘local audit work’. Local government auditing is highly specialised and you 
will need to ensure that your auditor has the necessary capability, experience and 
capacity to fulfil the statutory duties of a local government auditor. 
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Appointing your external auditor

Procurement options
Although local government bodies will all assume the same power to appoint their external auditor, it is likely 
that various options will be followed on how they go about doing this. The main options are set out below.

Re-appoint 
incumbent 
auditor

One option might be to continue with your current audit provider for a short period, say between one and three 
years. This would delay testing the market, although you could benchmark proposed fees for reasonableness 
against published data or by comparing to similar bodies. This would provide stability of service in the short 
term and also avoid the ‘rush to market’ as large numbers of local authorities undertake procurement exercises 
within a short period of time, allowing you to procure later in a more settled audit market. 

Stand-alone 
tendering 

As with any other service, you could run your own procurement process. This allows complete autonomy over 
how and when you want this to be done, although you will need to ensure you follow the Regulations and 
consider any guidance issued by DCLG or other relevant bodies. However, you should consider whether you 
will have sufficient purchasing power on your own to obtain best value. 

Combined 
procurement

You could join together with one or more neighbouring authorities to undertake a collective procurement 
exercise. This would enhance your purchasing power, but would diminish your autonomy over the process and 
you would need to consider how to retain sufficient sovereignty over decision making and whether this might 
complicate auditor independence considerations. 

Existing 
frameworks

You could use one of the many existing government or public sector frameworks. These list firms who have 
already been shortlisted and therefore might speed up the process. You will need to ensure that the firms on 
any framework have been authorised by the ICEAW for local audit work, however. 

Sector led 
procurement

The new audit legislation allows for a sector-led body (referred to as a ‘specified person’ in the Regulations) to 
undertake a bulk procurement process. If such an organisation emerges then this option provides an 
administratively easy route and would most likely have the greatest element of specialist audit procurement 
expertise. It would also provide good purchasing power, although with less autonomy than some other options, 
and might afford easier management of potential auditor independence issues than other combined 
procurements approaches. It will be the most similar option to the current arrangements. 
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Appointing your external auditor

What other factors should you consider?
When you are deciding who to appoint as your external auditor you will need to consider a range of factors. 
Key areas to consider are as follows:
■ Quality: This is a vital consideration and should be appropriately weighted in any scoring methodology for 

assessing tenders. Relevant considerations include audit methodologies, systems and processes, staff 
training and expertise, and quality monitoring arrangements.

■ Experience: Local government auditing is a specialist business and your auditor must have the necessary 
skills and sector experience. This is not just about understanding local authority financial reporting, but 
extends into auditors’ value for money audit responsibilities and ‘challenge’ work.

■ Independence: You will need to consider possible relationships with audit firms via non-audit work such as 
consultancy and tax advice. Independence is also an important mind-set for auditors to adopt, where you 
should be satisfied that your future auditor will be sufficiently challenging (and your current auditor should 
not be constrained in exercising their duties by any tendering process).

■ Organisational fit: As with any service it is important to consider how the people you see in the audit team 
fit with your own organisational culture – i.e. can you work with these people.

■ Price: Like any other out-sourced service you need to obtain good value through a competitive audit fee. 
However, best value does not mean the cheapest quote. The fee must be sufficient to provide a good 
quality service taking account of the scale, nature and risk profile of your organisation, and also the 
requirement for your external auditor to comply with auditing standards and other statutory duties. 

■ Other services: Although ethical standards provide limitations, you should consider what other services 
you might want your auditor to perform, whether that is other assurance services (e.g. certifying grant 
claims) or more added-value services.
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Appointing your external auditor

What next?

There is still plenty of time before you appoint your external auditor for the first time, but there will be a long 
lead up to that decision. It is therefore important to think about how your organisation should approach this in 
good time. We would suggest that you should be developing your procurement strategy and selecting your 
preferred approach during 2016.

It is likely that further guidance and support will be issued by DCLG, and potentially other organisations such 
as CIPFA, to help you with the decisions you need to make and how you proceed. We will continue to update 
you on key developments. 

If you want to discuss this further please contact your audit Engagement Lead, John Cornett.

Contact
John Cornett
Director, KPMG LLP
Public Sector Audit
St Nicholas House
Park Row
Nottingham
NG1 6FQ

Tel: 0116 256 6064
Email: john.cornett@kpmg.co.uk



The KPMG name, logo and “cutting through complexity” are 
registered trademarks or trademarks of KPMG International. 

© 2015 KPMG LLP, a UK limited liability partnership and a member 
firm of the KPMG network of independent member firms affiliated with 
KPMG International Cooperative (“KPMG International”), a Swiss 
entity. All rights reserved.
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Public Sector
Audit Appointments

Developing the option  
of a national scheme for  
local auditor appointments



www.psaa.co.uk

“The LGA has worked hard to secure 
the option for local government to 
appoint auditors through a dedicated 
sector-led national procurement 
body. I am sure that this will deliver 
significant financial benefits to those 
who opt in.”

– Lord Porter CBE, Chairman,  
Local Government Association



Over the next few months all principal authorities will need to decide 

how their auditors will be appointed in the future. They may make the 

appointment themselves, or in conjunction with other bodies. Or they 

can take advantage of a national collective scheme which is designed to 

offer them a further choice. Choosing the national scheme should pay 

dividends in quality, in cost, in responsiveness and in convenience.

Public Sector Audit Appointments Ltd (PSAA) is leading the 

development of this national option. PSAA is a not-for-profit company 

which already administers the current audit contracts. It has been 

designated by the Department for Communities & Local Government 

(DCLG) to operate a collective scheme for auditor appointments for 

principal authorities (other than NHS bodies) in England. It is currently 

designing the scheme to reflect the sector’s needs and views.

The Local Government Association (LGA) is strongly supportive of this 

ambition, and 200+ authorities have already signalled their positive 

interest. This is an opportunity for local government, fire, police and 

other bodies to act in their own and their communities’ best interests.  

We hope you will be interested in the national scheme and its 

development. We would be happy to engage with you to hear your 

views – please contact us at generalenquiries@psaa.co.uk

You will also find some questions at the end of this booklet  

which cover areas in which we would particularly welcome  

your feedback.

Public Sector
Audit Appointments
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Audit does matter

High quality independent audit is one of the cornerstones of public 
accountability. It gives assurance that taxpayers’ money has been well 
managed and properly expended. It helps to inspire trust and confidence in the 
organisations and people responsible for managing public money.

Imminent changes to the arrangements for appointing the auditors of local 
public bodies are therefore very important. Following the abolition of the Audit 
Commission, local bodies will soon begin to make their own decisions about how 
and by whom their auditors are appointed. A list of the local government bodies 
affected can be found at the end of this booklet.

The Local Government Association (LGA) has played a leadership role in 
anticipating these changes and influencing the range of options available to 
local bodies. In particular, it has lobbied to ensure that, irrespective of size, 
scale, responsibilities or location, principal local government bodies can, if 
they wish, subscribe to a specially authorised national scheme which will 
take full responsibility for local auditor appointments which offer a high quality 
professional service and value for money.

The LGA supported PSAA’s successful application to the Department for 
Communities & Local Government (DCLG) to be appointed to deliver and 
manage this scheme. 



PSAA is well placed  
to award and manage 
audit contracts, and 
appoint local auditors 
under a national 
scheme
PSAA is an independent, not-for-profit company limited by guarantee and 
established by the LGA. It already carries out a number of functions in relation 
to auditor appointments under powers delegated by the Secretary of State for 
Communities & Local Government. However, those powers are time-limited and 
will cease when current contracts with audit firms expire with the completion 
of the 2017/18 audits for local government bodies, and the completion of the 
2016/17 audits for NHS bodies and smaller bodies.

The expiry of contracts will also mark the end of the current mandatory regime 
for auditor appointments. Thereafter, local bodies will exercise choice about 
whether they opt in to the authorised national scheme, or whether they make 
other arrangements to appoint their own auditors.

PSAA has been selected to be the trusted operator of the national scheme, 
formally specified to undertake this important role by the Secretary of State. 
The company is staffed by a team with significant experience in appointing 
auditors, managing contracts with audit firms and setting and determining audit 
fees. We intend to put in place an advisory group, drawn from the sector, to 
give us ready access to your views on the design and operation of the scheme. 
We are confident that we can create a scheme which delivers quality-assured 
audit services to every participating local body at a price which represents 
outstanding value for money.

Public Sector
Audit Appointments
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“Many district councils will be very aware 
of the resource implications of making 
their own appointment. Joining a well-
designed national scheme has significant 
attractions.”

– Norma Atlay, President,  
Society of District Council Treasurers

“Police bodies have expressed very strong 
interest in a national scheme led by PSAA. 
Appointing the same auditor to both the 
PCC and the Chief Constable in any 
area must be the best way to maximise 
efficiency.”

– Sean Nolan, President,  
Police and Crime Commissioners  

Treasurers’ Society (PACCTS)



The national scheme 
can work for you

We believe that the national scheme can be an excellent option for all local 
bodies. Early indications are that many bodies agree - in a recent LGA survey 
more than 200 have expressed an interest in joining the scheme.

We plan to run the scheme in a way that will save time and resources for local 
bodies - time and resources which can be deployed to address other pressing 
priorities. Bodies can avoid the necessity to establish an auditor panel (required 
by the Local Audit & Accountability Act, 2014) and the need to manage their 
own auditor procurement. The scheme will take away those headaches and, 
assuming a high level of participation, be able to attract the best audit suppliers 
and command highly competitive prices.

The scope of public audit is wider than for private sector organisations. For 
example, it involves forming a conclusion on the body’s arrangements for 
securing value for money, dealing with electors’ enquiries and objections, and in 
some circumstances issuing public interest reports. PSAA will ensure that the 
auditors which it appoints are the most competent to carry out these functions.

Auditors must be independent of the bodies they audit, to enable them to them to 
carry out their work with objectivity and credibility, and in a way that commands 
public confidence. PSAA plans to take great care to ensure that every auditor 
appointment passes this test. It will also monitor any significant proposals, 
above an agreed threshold, for auditors to carry out consultancy or other non-
audit work to ensure that these do not undermine independence and public 
confidence.

The scheme will also endeavour to appoint the same auditors to bodies which 
are involved in formal collaboration/joint working initiatives or within combined 
authority areas, if the parties consider that a common auditor will enhance 
efficiency and value for money.

Public Sector
Audit Appointments
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PSAA will ensure 
high quality audits

We will only contract with firms which have a proven track record in undertaking 
public audit work. In accordance with the 2014 Act, firms must be registered 
with one of the chartered accountancy institutes acting in the capacity of a 
Recognised Supervisory Body (RSB). The quality of their work will be subject 
to scrutiny by both the RSB and the Financial Reporting Council (FRC). Current 
indications are that fewer than ten large firms will register meaning that small 
local firms will not be eligible to be appointed to local public audit roles.

PSAA will ensure that firms maintain the appropriate registration and will liaise 
closely with RSBs and the FRC to ensure that any concerns are detected at 
an early stage and addressed effectively in the new regime. The company 
will take a close interest in feedback from audited bodies and in the rigour 
and effectiveness of firms’ own quality assurance arrangements, recognising 
that these represent some of the earliest and most important safety nets for 
identifying and remedying any problems arising. We will liaise with the National 
Audit Office (NAO) to help ensure that guidance to auditors is updated when 
necessary.

We will include obligations in relation to maintaining and continuously improving 
quality in our contract terms and quality criteria in our tender evaluation method.



PSAA will secure highly 
competitive prices

A top priority must be to seek to obtain the best possible prices for local audit 
services. PSAA’s objective will be to make independent auditor appointments at 
the most competitive aggregate rate achievable. 

Our current thinking is that the best prices will be obtained by letting three year 
contracts, with an option to extend to five years, to a relatively small number of 
appropriately registered firms in two or three large contract areas nationally. The 
value of each contract will depend on the prices bid, with the firms offering the 
best prices being awarded larger amounts of work. By having contracts with a 
number of firms we will be able to ensure independence and avoid dominance of 
the market by one or two firms.

Correspondingly, at this stage our thinking is to invite bodies to opt into the 
scheme for an initial term of three to five years. 

The procurement strategy will need to prioritise the importance of demonstrably 
independent appointments, in terms of both the audit firm appointed to each 
audited body and the procurement and appointment processes used. This will 
require specific safeguards in the design of the procurement and appointment 
arrangements.

Public Sector
Audit Appointments
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“Early audit planning is a vital element 
of a timely audit. We need the auditors 
to be available and ready to go right 
away at the critical points in the final 
accounts process.”

– Steven Mair, City Treasurer,  
Westminster City Council 

“In forming a view on VFM 
arrangements it is essential that 
auditors have an awareness of the 
significant challenges and changes 
which the service is grappling with.”

– Charles Kerr, Chair,  
Fire Finance Network



PSAA will establish  
a fair scale of fees

Audit fees must ultimately be met by individual audited bodies. PSAA will ensure 
that fee levels are carefully managed by securing competitive prices from firms 
and by minimising PSAA’s own costs. The changes to our role and functions will 
enable us to run the new scheme with a smaller team of staff. PSAA is a not-for-
profit company and any surplus funds will be returned to scheme members.

PSAA will pool scheme costs and charge fees to audited bodies in accordance 
with a fair scale of fees which has regard to size, complexity and audit risk. 
Pooling means that everyone within the scheme will benefit from the most 
competitive prices. Current scale fees are set on this basis. Responses from 
audited bodies to recent fee consultations have been positive. 

PSAA will continue to consult bodies in connection with any proposals to 
establish or vary the scale of fees. However, we will not be able to consult on our 
proposed scale of fees until the initial major procurement has been completed 
and contracts with audit firms have been let. Fees will also reflect the number of 
scheme participants - the greater the level of participation, the better the value 
represented by our scale of fees. We will be looking for principal bodies to give 
firm commitments to join the scheme during Autumn 2016.

Public Sector
Audit Appointments



The scheme offers 
multiple benefits for 
participating bodies

We believe that PSAA can deliver a national scheme which offers multiple benefits to 
the bodies which take up the opportunity to collaborate across the sector by opting into 
scheme membership.

Benefits include:

- assured appointment of a qualified, registered, independent auditor
- appointment, if possible, of the same auditors to bodies involved in significant 

collaboration/joint working initiatives or combined authorities, if the parties 
believe that it will enhance efficiency and value for money

- on-going management of independence issues
- securing highly competitive prices from audit firms
- minimising scheme overhead costs
- savings from one major procurement as opposed to a multiplicity of small 

procurements
- distribution of surpluses to participating bodies
- a scale of fees which reflects size, complexity and audit risk
- a strong focus on audit quality to help develop and maintain the market for the 

sector 
- avoiding the necessity for individual bodies to establish an auditor panel and to 

undertake an auditor procurement
- enabling time and resources to be deployed on other pressing priorities
- setting the benchmark standard for audit arrangements for the whole of the 

sector

We understand the balance required between ensuring independence and being 
responsive, and will continually engage with stakeholders to ensure we achieve it.



Public Sector
Audit Appointments

How can you help?

We are keen to receive feedback from local bodies concerning our plans for the 
future. Please let us have your views and let us know if a national scheme operated 
by PSAA would be right for your organisation.

In particular we would welcome your views on the following questions:

1. Is PSAA right to place emphasis on both quality and price as the essential 
pre-requisites for successful auditor appointments? 

2. Is three to five years an appropriate term for initial contracts and for bodies 
to sign up to scheme membership?

3. Are PSAA’s plans for a scale of fees which pools scheme costs and reflects 
size, complexity and audit risk appropriate? Are there any alternative 
approaches which would be likely to command the support of the sector?

4. Are the benefits of joining the national scheme, as outlined here, sufficiently 
attractive? Which specific benefits are most valuable to local bodies? Are 
there others you would like included?

5. What are the key issues which will influence your decisions about scheme 
membership?

6. What is the best way of us continuing our engagement with you on these 
issues?

Please reply to: generalenquiries@psaa.co.uk



www.psaa.co.uk

The following bodies will be eligible to join the proposed national scheme for 
appointment of auditors to local bodies:

• county councils in England

• district councils

• London borough councils

• combined authorities

• passenger transport executives

• police and crime commissioners for a police area in England

• chief constables for an area in England

• national park authorities for a national park in England

• conservation boards

• fire and rescue authorities in England

• waste authorities

• the Greater London Authority and its functional bodies.

BOARD MEMBERS

Steve Freer (Chairman), former Chief Executive CIPFA

Caroline Gardner, Auditor General Scotland

Clive Grace, former Deputy Auditor General Wales

Stephen Sellers, Solicitor, Gowling WLG (UK) LLP

CHIEF OFFICER

Jon Hayes, former Audit Commission Associate Controller



“Maintaining audit quality is 
critically important. We need 
experienced audit teams who 
really understand our issues.”

– Andrew Burns, Director of  
Finance and Resources,  
Staffordshire County Council 



PSAA Ltd 
3rd Floor, Local Government House 
Smith Square 

London SW1P 3HZ

www.psaa.co.uk
Public Sector
Audit Appointments



Text of email sending invitation to opt in to all principal LG bodies 

 

 

To: [email address for Chief Executive and Director of Finance for each audited 

body]  

cc: [monitoring officer] 

 

Date: 27 October 2016 

 

Subject: [Name of audited body] 

  Invitation to become an opted-in authority 

  The Local Audit and Accountability Act 2014 and the Local Audit 

(Appointing Person) Regulations 2015 (the Regulations) 

 

Public Sector Audit Appointments Limited (PSAA), being an appointing person for 
the purposes of the Regulations, invites [name of audited body] (the authority) to 
become an-opted in authority in accordance with the Regulations.  
 
Further information is contained in the opt-in letter and additional information 
attached to this email. The length of the compulsory appointing period is the 5 
consecutive financial years commencing 1 April 2018. 
 
A decision to become an opted-in authority must be taken in accordance with the 
Regulations, that is by the members of an authority meeting as a whole, except 
where the authority is a corporation sole, such as a police and crime commissioner, 
in which case this decision can be taken by the holder of that office. 
 
The closing date to give notice to PSAA of the authority’s acceptance of our 
invitation is: 9 March 2017.  
 
A form of notice of acceptance is enclosed with this invitation to opt in. The notice of 
acceptance must be sent by email to: appointingperson@psaa.co.uk and must be 
received before 5pm on Thursday 9 March 2017. 
 
PSAA confirms it is willing to receive notices of acceptance by email to this address 
and will confirm receipt of all notices of acceptance by email. 
 

 
Jon Hayes 
Chief Officer 

mailto:appointingperson@psaa.co.uk


 

 
 

 
PSAA, 3rd floor, Local Government House, Smith Square, London, SW1P 3HZ 
T 020 7072 7445 www.psaa.co.uk   Company number: 09178094 

 

 

27 October 2016 

[Chief Executive Name] 
[Authority name] 
[Address] 
 

     

Email: appointingperson@psaa.co.uk 

   

  

Copied to: [Director of Finance name], [Job title], [Authority name] 

  [Monitoring officer name], [Job title], [Authority name] 

 

Dear [Salutation] 

Invitation to opt into the national scheme for auditor appointments 

As you know the external auditor for the audit of the accounts for 2018/19 has to be appointed 
before the end of 2017. That may seem a long way away, but as there is now a choice about 
how to make that appointment, a decision on your authority’s approach will be needed soon. 

We are pleased that the Secretary of State has expressed his confidence in us by giving us the 
role of appointing local auditors under a national scheme. This is one choice open to your 
authority. We issued a prospectus about the scheme in July 2016, available to download on the 
appointing person page of our website, with other information you may find helpful. 

The timetable we have outlined for appointing auditors under the scheme means we now need 
to issue a formal invitation to opt into these arrangements. The covering email provides the 
formal invitation, along with a form of acceptance of our invitation for you to use if your authority 
decides to join the national scheme. We believe the case for doing so is compelling. To help 
with your decision we have prepared the additional information attached to this letter.  

I need to highlight two things: 

 we need to receive your formal acceptance of this invitation by 9 March 2017; and 

 the relevant regulations require that, except for a body that is a corporation sole (a police 
and crime commissioner), the decision to accept the invitation and to opt in needs to be 
made by the members of the authority meeting as a whole. We appreciate this will need to 
be built into your decision making timetable. 

If you have any other questions not covered by our information, do not hesitate to contact us by 
email at appointingperson@psaa.co.uk. 

Yours sincerely 

 

Jon Hayes 
Chief Officer 

http://www.psaa.co.uk/
http://www.psaa.co.uk/supporting-the-transition/appointing-person/
mailto:appointingperson@psaa.co.uk


 
 

 
2 

 

Appointing an external auditor 

Information on the national scheme 

 
Public Sector Audit Appointments Limited (PSAA) 

We are a not-for-profit company established by the Local Government Association (LGA). We 
administer the current audit contracts, let by the Audit Commission before it closed.  

We have the support of the LGA, which has worked to secure the option for principal local 
government and police bodies to appoint auditors through a dedicated sector-led national 
procurement body. We have established an advisory panel, drawn from representative groups 
of local government and police bodies, to give access to your views on the design and operation 
of the scheme.  

The national scheme for appointing local auditors 

We have been specified by the Secretary of State for Communities and Local Government as 
the appointing person for principal local government bodies. This means that we will make 
auditor appointments to principal local government bodies that choose to opt into the national 
appointment arrangements we will operate for audits of the accounts from 2018/19. These 
arrangements are sometimes described as the ‘sector-led body’ option, and our thinking for this 
scheme was set out in a prospectus circulated to you in July. The prospectus is available on the 
appointing person page of our website. 

We will appoint an auditor for all opted-in authorities for each of the five financial years 
beginning from 1 April 2018, unless the Secretary of State chooses to terminate our role as the 
appointing person beforehand. He or she may only do so after first consulting opted-in 
authorities and the LGA. 

What the appointing person scheme will offer 

We are committed to making sure the national scheme will be an excellent option for auditor 
appointments for you.  

We intend to run the scheme in a way that will save time and resources for local government 
bodies. We think that a collective procurement, which we will carry out on behalf of all opted-in 
authorities, will enable us to secure the best prices, keeping the cost of audit as low as possible 
for the bodies who choose to opt in, without compromising on audit quality.  

Our current role means we have a unique experience and understanding of auditor procurement 
and the local public audit market. 

Using the scheme will avoid the need for you to: 

 establish an audit panel with independent members; 

 manage your own auditor procurement and cover its costs; 

 monitor the independence of your appointed auditor for the duration of the appointment;  

 deal with the replacement of any auditor if required; and 

 manage the contract with your auditor. 

Our scheme will endeavour to appoint the same auditors to other opted-in bodies that are 
involved in formal collaboration or joint working initiatives, if you consider that a common auditor 
will enhance efficiency and value for money. 

http://www.psaa.co.uk/supporting-the-transition/appointing-person/
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We will also try to be flexible about changing your auditor during the five-year appointing period 
if there is good reason, for example where new joint working arrangements are put in place. 

Securing a high level of acceptances to the opt-in invitation will provide the best opportunity for 
us to achieve the most competitive prices from audit firms. The LGA has previously sought 
expressions of interest in the appointing person arrangements, and received positive responses 
from over 270 relevant authorities. We ultimately hope to achieve participation from the vast 
majority of eligible authorities.  

High quality audits 

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

We will: 

 only contract with audit firms that have a proven track record in undertaking public audit 
work; 

 include obligations in relation to maintaining and continuously improving quality in our 
contract terms and in the quality criteria in our tender evaluation; 

 ensure that firms maintain the appropriate registration and will liaise closely with RSBs and 
the FRC to ensure that any quality concerns are detected at an early stage; and 

 take a close interest in your feedback and in the rigour and effectiveness of firms’ own 
quality assurance arrangements.  

We will also liaise with the National Audit Office to help ensure that guidance to auditors is 
updated as necessary.  

Procurement strategy 

In developing our procurement strategy for the contracts with audit firms, we will have input from 
the advisory panel we have established. The panel will assist PSAA in developing 
arrangements for the national scheme, provide feedback to us on proposals as they develop, 
and helping us maintain effective channels of communication. We think it is particularly 
important to understand your preferences and priorities, to ensure we develop a strategy that 
reflects your needs within the constraints set out in legislation and in professional requirements. 

In order to secure the best prices we are minded to let audit contracts: 

 for 5 years; 

 in 2 large contract areas nationally, with 3 or 4 contract lots per area, depending on the 
number of bodies that opt in; and 

 to a number of firms in each contract area to help us manage independence issues. 
 

The value of each contract will depend on the prices bid, with the firms offering the best value 
being awarded larger amounts of work. By having contracts with a number of firms, we will be 
able to manage issues of independence and avoid dominance of the market by one or two 
firms. Limiting the national volume of work available to any one firm will encourage competition 
and ensure the plurality of provision. 
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Auditor appointments and independence 

Auditors must be independent of the bodies they audit, to enable them to carry out their work 
with objectivity and credibility, and in a way that commands public confidence.  

We plan to take great care to ensure that every auditor appointment passes this test. We will 
also monitor significant proposals for auditors to carry out consultancy or other non-audit work, 
to protect the independence of auditor appointments. 

We will consult you on the appointment of your auditor, most likely from September 2017. To 
make the most effective allocation of appointments, it will help us to know about: 

 any potential constraints on the appointment of your auditor because of a lack of 
independence, for example as a result of consultancy work awarded to a particular firm; 

 any joint working or collaboration arrangements that you think should influence the 
appointment; and 

 other local factors you think are relevant to making the appointment. 

We will ask you for this information after you have opted in. 

Auditor appointments for the audit of the accounts of the 2018/19 financial year must be made 
by 31 December 2017. 

Fee scales 

We will ensure that fee levels are carefully managed by securing competitive prices from firms 
and by minimising our own costs. Any surplus funds will be returned to scheme members under 
our articles of association and our memorandum of understanding with the Department for 
Communities and Local Government and the LGA.  

Our costs for setting up and managing the scheme will need to be covered by audit fees. We 
expect our annual operating costs will be lower than our current costs because we expect to 
employ a smaller team to manage the scheme. We are intending to fund an element of the 
costs of establishing the scheme, including the costs of procuring audit contracts, from local 
government’s share of our current deferred income. We think this is appropriate because the 
new scheme will be available to all relevant principal local government bodies. 

PSAA will pool scheme costs and charge fees to audited bodies in accordance with a fair scale 
of fees which has regard to size, complexity and audit risk, most likely as evidenced by audit 
fees for 2016/17. Pooling means that everyone in the scheme will benefit from the most 
competitive prices. Fees will reflect the number of scheme participants – the greater the level of 
participation, the better the value represented by our scale fees.  

Scale fees will be determined by the prices achieved in the auditor procurement that PSAA will 
need to undertake during the early part of 2017. Contracts are likely to be awarded at the end of 
June 2017, and at this point the overall cost and therefore the level of fees required will be 
clear. We expect to consult on the proposed scale of fees in autumn 2017 and to publish the 
fees applicable for 2018/19 in March 2018.  
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Opting in 

The closing date for opting in is 9 March 2017. We have allowed more than the minimum eight 
week notice period required, because the formal approval process for most eligible bodies, 
except police and crime commissioners, is a decision made by the members of an authority 
meeting as a whole.  

We will confirm receipt of all opt-in notices. A full list of authorities who opt in will be published 
on our website. Once we have received an opt-in notice, we will write to you to request 
information on any joint working arrangements relevant to your auditor appointment, and any 
potential independence matters that would prevent us appointing a particular firm. 

If you decide not to accept the invitation to opt in by the closing date, you may subsequently 
make a request to opt in, but only after 1 April 2018. The earliest an auditor appointment can be 
made for authorities that opt in after the closing date is therefore for the audit of the accounts for 
2019/20. We are required to consider such requests, and agree to them unless there are 
reasonable grounds for their refusal. 

Timetable 

In summary, we expect the timetable for the new arrangements to be: 

 Invitation to opt in issued 27 October 2016 

 Closing date for receipt of notices to opt in 9 March 2017 

 Contract notice published 20 February 2017 

 Award audit contracts By end of June 2017 

 Consult on and make auditor appointments By end of December 2017 

 Consult on and publish scale fees By end of March 2018 

 
Enquiries 

We publish frequently asked questions on our website. We are keen to receive feedback from 
local bodies on our plans. Please email your feedback or questions to: 
appointingperson@psaa.co.uk.  

If you would like to discuss a particular issue with us, please send an email to the above 
address, and we will make arrangements either to telephone or meet you. 

 

http://www.psaa.co.uk/supporting-the-transition/appointing-person/
mailto:appointingperson@psaa.co.uk


Form of notice of acceptance of the invitation to opt in 
(Please use the details and text below to submit to PSAA your authority’s formal notice of 

acceptance of the invitation to opt into the appointing person arrangements) 

 

 
To: appointingperson@psaa.co.uk 
 
 

Subject: [Name of authority] 

 Notice of acceptance of the invitation to become an opted-in authority 

 
This email is notice of the acceptance of your invitation dated 27 October 2016 to become an 

opted-in authority for the purposes of the appointment of our auditor under the provisions of 

the Local Audit and Accountability Act 2014 and the requirements of the Local Audit 

(Appointing Person) Regulations 2015. 

 

I confirm that [name of authority] has made the decision to accept your invitation to become 

an opted-in authority in accordance with the decision making requirements of the Regulations 

and that I am authorised to sign this notice of acceptance on behalf of the authority. 

 

Name: [Name of signatory] 

Title: [Role title] (authorised officer) 

For and on behalf of: [Name of authority] 

Date: 

 
 

mailto:appointingperson@psaa.co.uk
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SPECIMEN REPORT 
(TO A MEETING OF FULL COUNCIL/AUTHORITY) 

 
DECISION TO OPT IN TO THE NATIONAL SCHEME FOR AUDITOR APPOINTMENTS 

WITH PSAA AS THE ‘APPOINTING PERSON’ 

Purpose of Report and Summary Points 

This report sets out the proposals for appointing the external auditor to the 
Council/Authority for the 2018/19 accounts and beyond, as the current 
arrangements only cover up to and including 2017/18 audits. The auditors 
are currently working under a contract originally let by the Audit 
Commission and the contract was novated to Public Sector Audit 
Appointments (PSAA) following the closure of the Audit Commission. 

A sector-wide procurement conducted by PSAA will produce better 
outcomes and will be less burdensome for the Council/Authority than any 
procurement undertaken locally. More specifically: 

 The audit costs are likely to be lower than if the Council/Authority 
sought to appoint locally, as national large-scale contracts are 
expected to drive keener prices from the audit firms; 

 Without the national appointment, the Council/Authority would need 
to establish a separate independent auditor panel, which could be 
difficult, costly and time-consuming; 

 PSAA can ensure the appointed auditor meets and maintains the 
required quality standards and can manage any potential conflicts 
of interest much more easily than the Council/Authority; 

 Supporting the sector-led body will help to ensure there is a vibrant 
public audit market for the benefit of the whole sector and this 
Council/Authority going forward into the medium and long term.   

If the Council/Authority is to take advantage of the national scheme for 
appointing auditors to be operated by PSAA for the subsequent years, it 
needs to take the decision at this meeting to enable it accept the invitation 
by early March 2017.  

Recommendation 

The Council/Authority accepts Public Sector Audit Appointments’ (PSAA) 
invitation to ‘opt in’ to the sector led option for the appointment of external 
auditors for five financial years commencing 1 April 2018.  
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Background 

The Local Audit and Accountability Act 2014 (the Act) brought to a close 
the Audit Commission and established transitional arrangements for the 
appointment of external auditors and the setting of audit fees for all local 
government and NHS bodies in England. On 5 October 2015 the 
Secretary of State Communities and Local Government (CLG) determined 
that the transitional arrangements for local government bodies would be 
extended by one year to also include the audit of the accounts for 2017/18. 

The Act also set out the arrangements for the appointment of auditors for 
subsequent years, with the opportunity for authorities to make their own 
decisions about how and by whom their auditors are appointed. 
Regulations made under the Act allow authorities to ‘opt in’ for their auditor 
to be appointed by an ‘appointing person’.  

In July 2016 PSAA were specified by the Secretary of State as an 
appointing person under regulation 3 of the Local Audit (Appointing 
Person) Regulations 2015. The appointing person is sometimes referred to 
as the sector led body and PSAA has wide support across local 
government. PSAA was originally established to operate the transitional 
arrangements following the closure of the Audit Commission under powers 
delegated by the Secretary of State. PSAA is an independent, not-for-profit 
company limited by guarantee and established by the LGA 

PSAA is inviting the Council/Authority to opt in, along with all other 
authorities, so that PSAA can enter into a number of contracts with 
appropriately qualified audit firms and appoint a suitable firm to be the 
Council/Authority’s auditor. 

The principal benefits from such an approach are as follows: 

 PSAA will ensure the appointment of a suitably qualified and 
registered auditor and expects to be able to manage the 
appointments to allow for appropriate groupings and clusters of 
audits where bodies work together; 

 PSAA will monitor contract delivery and ensure compliance with 
contractual, audit quality and independence requirements; 

 Any auditor conflicts at individual authorities would be managed by 
PSAA  who would have a number of contracted firms to call upon; 

 It is expected that the large-scale contracts procured through PSAA 
will bring economies of scale and attract keener prices from the 
market than a smaller scale competition; 

 The overall procurement costs would be lower than an individual 
smaller scale local procurement; 

 The overhead costs for managing the contracts will be minimised 
though a smaller number of large contracts across the sector; 
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 The will be no need for the Council/Authority to establish alternative 
appointment processes locally, including the need to set up and 
manage an ‘auditor panel’, see below;  

 The new regime provides both the perception and reality of 
independent auditor appointment through a collective approach; 
and 

 A sustainable market for audit provision in the sector will be easier 
to ensure for the future. 

The Council/Authority’s current external auditor is [XXXXXX], this 
appointment having been made under at a contract let by the Audit 
Commission. Following closure of the Audit Commission the contract was 
novated to PSAA, and since this date PSAA has demonstrated its 
capability in terms of auditor appointment, contract management, and 
monitoring audit quality. Over recent years authorities have benefited from 
a reduction in fees in the order of 55% compared with fees in 2012. This 
has been the result of a combination of factors including new contracts 
negotiated nationally with the audit firms and savings from closure of the 
Audit Commission. The Council/Authority’s current external audit fees are 
[£xxx,xxx] per annum.  

The proposed fees for the subsequent years cannot be known until the 
procurement process has been completed, as the costs will depend on 
proposals from the audit firms. 

The scope of the audit will still be specified nationally, the National Audit 
Office (NAO) is responsible for writing the Code of Audit Practice which all 
firms appointed to carry out the Council/Authority’s audit must follow. Not 
all audit firms will be eligible to compete for the work, they will need to 
demonstrate that they have the required skills and experience and be 
registered with a Registered Supervising Body approved by the Financial 
Reporting Council.  

Currently, there are only nine providers that are eligible to audit local 
authorities and other relevant bodies; all of these being firms with a 
national presence. This means that a local procurement exercise, as 
described immediately below, would seek tenders from these same firms, 
subject to the need to manage any local independence issues. Local firms 
could not be invited to bid. 

 

 

 

 



 Page 4 of 6  
 

Other options  

If the Council/Authority did not opt in there would be a need to establish an 
independent auditor panel. In order to make a stand-alone appointment 
the auditor panel would need to be set up by the Council/Authority itself. 
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, this excludes 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 which audit firm to award a contract for the Council/Authority’s 
external audit.  

Alternatively the Act enables the Council/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 (members). 
Further legal advice would be required on the exact constitution of such a 
panel having regard to the obligations of each Council/Authority under the 
Act and the Council/Authority would need to liaise with other local 
authorities to assess the appetite for such an arrangement. 

Neither of these options are recommended. Both these options would be 
more resource-intensive processes to implement and without the bulk 
buying power of the sector led procurement, would be likely to result in a 
more costly service. It would also be more difficult to manage quality and 
independence requirements through a local appointment process.  

The invitation 

PSAA has now formally invited this Council/Authority to opt in [assuming 
this report is presented to Council/Authority following the offer 
letter]. Details relating to PSAA’s invitation are provided in an Appendix to 
this Report [Appendix will come directly from PSAA].  

In summary the national opt-in scheme provides the following: 

 The appointment of a suitably qualified audit firm for each of the 
five financial years commencing 1 April 2018; 

 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 will seek 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; 

 Minimising the scheme management costs and returning any 
surpluses to scheme members; 
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 Consulting with authorities on auditor appointments, giving the 
Council/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. 

The way forward 

Regulation 19 of the Local Audit (Appointing Person) Regulations 2015 
requires that a decision to opt in must be made by a meeting of the 
Council/Authority (meeting as a whole). The Council/Authority then needs 
to formally respond to PSAA’s invitation in the form specified by PSAA by 
early March.  

PSAA will commence the formal procurement process after this date. It 
expects to award contracts in summer 2017 and consult with authorities on 
the appointment of auditors so that it can make an appointment by the 
statutory deadline of December 2017. 

Risk Management  

The principal risks are that the Council/Authority fails to appoint an auditor 
in accordance with the new frameworks or does not achieve value for 
money in the appointment process. These risks are considered best 
mitigated by opting in to the sector led approach through PSAA. 

Legal implications 

Section 7 of the Local Audit and Accountability Act 2014 requires a 
relevant Council/Authority to appoint a local auditor to audit its accounts 
for a financial year not later than 31 December in the preceding year. 
Section 8 governs the procedure for appointment including that the 
Council/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 Council/Authority is a local 
Council/Authority operating executive arrangements, the function of 
appointing a local auditor to audit its accounts is not the responsibility of 
an executive of the Council/Authority under those arrangements; 

Section 12 makes provision for the failure to appoint a local auditor: the 
Council/Authority must immediately inform the Secretary of State, who 
may direct the Council/Authority to appoint the auditor named in the 
direction or appoint a local auditor on behalf of the Council/Authority.  
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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 (SI 192) and this gives the Secretary of State the ability 
to enable a Sector Led Body to become the appointing person. In July 
2016 the Secretary of State specified PSAA as the appointing person. 

Financial Implications 

There is a risk that current external fees levels could increase when the 
current contracts end in 2018.  

Opting-in to a national scheme provides maximum opportunity to ensure 
fees are as low as possible, whilst ensuring the quality of audit is 
maintained by entering in to a large scale collective procurement 
arrangement. 

If the national scheme is not used some additional resource may be 
needed to establish an auditor panel and conduct a local procurement. 
Until a procurement exercise is completed it is not possible to state what, if 
any, additional resource may be required for audit fees for 2018/19.  
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