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PART I    
 
RECOMMENDATION 
 
To note the new arrangements for appointing external auditors and consider the 
options available. 
  

1. PURPOSE 
 
1.1 To advise members of the new arrangements for appointing external auditors. 
 
2. BACKGROUND 
 
2.1 Local authorities’ external auditors used to be formally appointed under contracts 

let by the Audit Commission, but the Local Audit and Accountability Act 2014 
brought a close to the Audit Commission in March 2015.   At that time, contracts 
were already in place for Local Government and NHS which covered audits up to 
and including the current financial year (2016/17).  Within these contracts was an 
extension option which the Government exercised for the period of one year, to 
cover the 2017/18 audits.  Beyond that, we must have our own locally appointed 
auditor in place and this must be completed by 31 December 2017.   

 
2.2 The transitional arrangements are being managed by Public Sector Audit 

Appointments Ltd (a Local Government Association-owned company) operating 
under delegated authority from the Department of Communities and Local 
Government (DCLG).   

 
2.3 The new legislation allows for a sector-led body (referred to as a “specified person”) 

to undertake a bulk procurement exercise on behalf of audited bodies.  PSAA have 
submitted an application to DCLG and are awaiting formal approval to be the 
specified person. 

  



 

 

2.4 Expressions of interest were sought by PSAA back in April 2016 to assess 
Councils’ appetite for procurement on a national level.  Teignbridge opted in on the 
basis that it was a non-binding decision and that full Council approval would 
ultimately be needed to formalise our chosen option.   At the time of writing this 
report, 220 other Councils had also expressed interest which gives PSAA a 
combined purchasing power (based on the Councils’ collective current audit fees) 
of £15M, which should make PSAA a viable option.  Most of our Devon neighbours 
are also among the 220 expressions of interest.  

 
 
 Alternative Options 
 
2.5 We could make a stand alone appointment and run our own procurement. 

In order to do this the Council would need to set up and maintain an Auditor Panel.   
The members of the panel must be wholly or majority independent appointees so 
current and former elected members and officers are excluded. This means that: 
a) the existing Audit Scrutiny Committee cannot perform this role, and  
b) elected members will not have input into assessing bids or choosing an auditor.   

 

Advantages / Benefits 

 

Disadvantages / Risks  

Control of the process. Costs of recruiting and servicing and 

independent auditor panel, and running a 

procurement exercise. 

Local input into the decision. Less purchasing power than a joint or 

national procurement. 

 Bid assessment and award decision will be 

taken by independent panel not elected 

members. 

 
  
2.6 We could set up a joint auditor panel / local joint procurement arrangement. 

Again the auditor panel must be independent and as noted above, our Devon 
neighbours are seemingly in favour of national procurement, hence a local 
collaborative option would not exist anyway. 

 

Advantages / Benefits 
 

Disadvantages / Risks  

Cost of setting up a panel and running a 

procurement would be shared. 

Decision making could be further removed 

from members depending on the 

constitution agreed with other bodies. 

Greater scope for economies of scale 

from joint purchasing. 

Consensus needed on choice of auditor to 

ensure there are no independence issues 

e.g. unable to carry out the appointment 

due to existing work. 

 Local resources needed are still likely to 

exceed that of national approach. 



 

 

2.7 PSAA Option - Pros and Cons 
  
  

Advantages / Benefits 

 

Disadvantages / Risks  

Administratively easiest route. Less opportunity for direct 

involvement in the procurement 

other than through LGA 

stakeholder representation group 

Costs are shared across all opt in bodies. We will need to opt in and 

commit before knowing final 

contract prices. 

Bulk purchasing power and ability to offer large 

contract values should secure lower fees. 

 

Any conflicts would be managed by PSAA who 

would have various contracted firms to call on. 

Appointment process would not be down to 

independent members.  LGA would oversee 

contracts and act in collective interests of the 

opted in authorities. 

 
 

Timescale 
  
2.8 As mentioned above, the auditor must be appointed by 31 December 2017.  In 

practical terms, one of the options in this report will therefore need to be in place by 
Spring 2017 to enable the contract negotiation to take place. 

 
2.9 Once PSAA are approved by DCLG, they expect to issue invitations for Councils to 

formally opt in around September 2016.  The opt in window is expected to run for a 
couple of months.  We therefore anticipate seeking Council approval on our 
chosen option in September 2016.  A report requesting a recommendation from 
Audit Scrutiny will be submitted to the September Audit Scrutiny meeting which 
precedes Council. 

 
3. RECOMMENDATION 
 
3.1 To note the new arrangements and timescales for appointing external auditors.  
 
Sue Heath 
Audit Manager 
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