
 

 

 

 
Report to: Cabinet  

Date: 24 January 2017 

By: Chief Operating Officer  

Title of report: Appointment of External Auditors  

Purpose of report: 
 

To provide the Cabinet with an update and a recommended course of 
action regarding the appointment of the External Auditor to the Council. 

 

RECOMMENDATIONS - Cabinet is recommended to recommend the County Council to: 
1. approve that the Council opts into the national scheme for the appointment of an 

External Auditor to the Council for 2018/19; 
2. approve the adoption of Public Sector Audit Appointments (PSAA) as the appointing 

persons for the Council; and 
3. approve the inclusion of a request for a collaborative auditor appointment with Orbis 

partners (Surrey County Council and Brighton & Hove City Council) in the prescribed 
acceptance form. 

 

 
1. Background 
1.1 Following the abolition of the Audit Commission, the Government appointed Auditors for 
each local authority by means of a national procurement exercise. The Auditors were appointed 
with effect from the financial year 2013/2014 on a three year contract with an optional extension for 
a further 2 years. The parties have agreed to extend the contract which now expires at the 
completion of the 2017/18 audit. 
 
1.2 With effect from the financial year 2018/19, public bodies must appoint their own auditors 
following a process of competition. This report sets out the requirements to comply with the 
appointment legislation and recommends a proposed course of action in particular relating to the 
future appointment of External Auditors through Public Sector Audit Appointments (PSAA). 
 
1.3 Regulation 19 of the Local Audit (Appointing Person) Regulations 2015 requires that the 
Council may only make the decision to ‘opt-into’ the appointing person arrangement by the 
members of the Council meeting as a whole. Members of the Audit, Best Value and Community 
Services Scrutiny Committee have been consulted on the content and recommendations of this 
report. 
 
1.4 The current indication from the East Sussex Finance Officer Association and the Society of 
County Treasurers is that their respective authorities will be supporting the new arrangements and 
opting-in into appointing auditors through the PSAA. 
 
2. Local Audit and Accountability Act 2014 
2.1 The Local Audit and Accountability Act 2014 abolishes the Audit Commission and repeals 
the Audit Commission Act 1998. Its aim, as stated in Department for Communities and Local 
Government (DCLG) guidance, is to give local bodies the freedom to appoint their own auditors 
from an open and competitive market and to manage their own audit arrangements, with 
appropriate safeguards to ensure independence. 
 
2.2 This Council is a “relevant authority” within the scope of the Act. The key accounting and 
audit obligations will be to keep adequate accounting records; an annual statement of accounts for 
years ending 31 March; and have accounts audited in accordance with the Act by a local auditor 
appointed under the Act. 
 
 



 

 

2.3 The Council’s current external auditor is KPMG, this appointment having been made under 
a contract let by the Audit Commission. Following closure of the Audit Commission the contract is 
currently managed by Public Sector Audit Appointments Limited (PSAA), the transitional body set 
up by the Local Government Association (LGA) with delegated authority from the Secretary of State 
Communities and Local Government (CLG). Over recent years local authorities have benefited from 
reductions in fees in the order of 50% compared with historic levels. This has been the result of a 
combination of factors including new contracts negotiated nationally with the firms of accountants 
and savings from closure of the Audit Commission. The Council’s external audit fee for 2015-16 is 
£83,572 and £26,603 for the Pension Fund. 
 
2.4 For local government, these transitional arrangements have been extended to include the 
audit of the accounts for 2017/18.  For the 2018/19 year of audit, the Council can make its own 
arrangements to appoint the external auditor. The 2014 Act sets out the framework and 
requirements within which this appointment can be made. In accordance with the Act the Council 
will need to conclude this appointment by the end of December 2017. 
 
2.5 There are three options (analysis attached as Appendix A), namely – 

a) Make the appointment direct – with requirement to have an Auditor Panel to advise the 
council on the selection and appointment of a local auditor; or 

b) Make the appointment in conjunction with other bodies (e.g. on a regional / sub-regional 
basis); or 

c) Make the appointment via a national collective scheme. 
 
3. Appointment via a national collective scheme 
3.1 In July 2016, the Secretary of State for Communities and Local Government specified PSAA 
as an appointing person under Regulation 3 of the Local Audit (Appointing Person) Regulations 
2015. This means that PSAA can make auditor appointments for audits of the accounts from 
2018/19 of principal authorities that choose to opt into its arrangements. The Local Government 
Association (LGA) is strongly supportive of this approach and the PSAA is leading on the 
development of this national option. 
 
3.2 The PSAA has formally invited the Council to opt into the national scheme for external 
auditor appointments and a copy of the letter is attached at Appendix B, along with a form of 
acceptance of invitation (Appendix C), if the Council decides to join the national scheme.  PSAA will 
make auditor appointments to principal local government bodies that choose to opt into the national 
scheme, for audits of the accounts from 2018/19.  PSAA intends to run the scheme in a way that 
will save time and resources for local public bodies. A collective procurement will secure the best 
prices, keeping the cost of audit as low as possible for the bodies that choose to opt in, without 
compromising on audit quality. Using the scheme will avoid the need for opted-in authorities to: 

 establish an audit panel with independent members; 

 manage auditor procurement and cover its costs; 

 monitor the independence of appointed auditor; and 

 manage the contract with the auditor. 
 
3.3 The timetable for the new arrangements outlining the appointing auditors is contained within 
the additional information attached to this report, with the closing date for ‘opting-in’ of 9 March 
2017.  The auditor appointments for the audit of the accounts of the 2018/19 financial year must be 
made by 31 December 2017. 
 
Collaborative Auditor Appointment 
3.4 Any of the options for appointment can allow for collaborative auditor appointments to be 
made. This enables the same auditor to be appointed to one or more local authorities who have 
indicated that they collaborate or work in a partnership and wish to make a collaborative auditor 
appointment. The appointed auditor would still be individually appointed to each authority and 
would report to each body separately, but having the same auditor would bring potential benefits to 
the local authorities, (for example, processing efficiencies through having common audit practices 
and supporting document requirements) which will benefit the Orbis shared service partnership 
between East Sussex County Council, Surrey County Council and Brighton & Hove City Council. 



 

 

 
4. Conclusion and reasons for recommendations  
4.1 Opting into the national scheme is one choice open to the Council. The PSAA have the 
support of the LGA, which has worked to secure the option for principal local government bodies to 
appoint auditors through a dedicated sector-led national procurement body. 
 
4.2 Appointing an External Auditor via a national collective scheme has some clear advantages, 
which are outlined in paragraph 3.3 of this report. There are also benefits to the Council in 
requesting a collaborative auditor appointment with the other Orbis partners. Therefore, Cabinet is 
recommended to recommend to County Council that it agrees to opt into the national scheme for 
the appointment of External Auditor for 2018/19; approves the adoption of Public Sector Audit 
Appointments (PSAA) as the appointing persons and; includes a request for a collaborative auditor 
appointment with Orbis partners (Surrey County Council and Brighton & Hove City Council) in the 
prescribed acceptance form.   
 
KEVIN FOSTER 
Chief Operating Officer 
   
Contact Officer: Ola Owolabi, Head of Accounts and Pensions 
Tel. No.  01273 482017 
Email:  Ola.Owolabi@eastsussex.gov.uk 
Local Member(s): All 
Background Documents – None

mailto:Ola.Owolabi@eastsussex.gov.uk


 

 

Appendix A 

OPTIONS FOR LOCAL APPOINTMENT OF EXTERNAL AUDITORS - Analysis 

Options  Description  Possible advantages  Possible disadvantages 

Option 1 – Make a stand-
alone appointment 
 

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. 

 Full ownership of the process 

 Fully bespoke contract with the 
auditor 

 Tendering process more based on 
local circumstances (within EU 
procurement rules) 

 May experience difficulties in 
appointing majority independent panel 
members and independent panel 
chair 

 Will need to ensure that panel 
members are suitably qualified to 
understand and participate in the 
panel’s function 

 Will have to cover panel expenses 
completely 

 May not be able to procure at a lower 
cost, e.g. depending on authority 
location, risk of limited provider choice 
and a single authority contract may be 
less attractive to some providers 

 Will not achieve economies of scale 

Option 2 – Set up a Joint 
Auditor Panel 

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 East Sussex or 
Orbis partners (East Sussex County 
Council, Surrey County Council and 
Brighton & Hove City Council).). 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. 

 Less administration than a sole 
auditor panel 

 Will be able to share administration 
expenses 

 May be easier to attract suitable 
panel members  

If procuring a joint audit contract: 

 May still be a relatively tailored 
process 

 May be able to achieve some 
economies of scale 

If procuring separate audit contracts: 

 An opportunity for fully bespoke 
contracts with the auditor if the 
group of authorities can agree 

If procuring a joint audit contract: 

 May need to compromise on 
arrangements or auditor contract 

 May not end up with first choice of 
auditor, compared to an individual 
auditor panel. If a large group of 
authorities work together and decide 
to appoint one joint audit contract 
across all authorities, a joint panel 
may be more likely to advise 
appointment of an auditor it considers 
suitable for all authorities taken 
together 

 Need to agree appointment of 
members across multiple authorities 
and set up a joint decision-making 



 

 

process 

Option 3 - Public Sector Audit 
Appointments Limited 
(PSAA)  - The national 
scheme for appointing local 
auditors 
 

A not-for-profit company established by the 
Local Government Association (LGA). 
Administer the current audit contracts, let by 
the Audit Commission before it closed. 
PSAA 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. PSAA have 
established an advisory panel, drawn from 
representative groups of local government 
and police bodies, to give access to 
Councils views on the design and operation 
of the scheme. 
 
PSAA 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 PSAA will make auditor 
appointments to principal local government 
bodies that choose to opt into the national 
appointment arrangements PSAA will 
operate for audits of the accounts from 
2018/19. 

 The costs of setting up the 
appointment arrangements and 
negotiating fees would be shared 
across all opt-in authorities 

 By offering large contract values 
the firms would be able to offer 
better rates and lower fees than 
are likely to result from local 
negotiation 

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

 The appointment process would 
not be ceded to locally appointed 
independent members. Instead a 
separate body set up to act in the 
collective interests of the ‘opt-in’ 
authorities. 

 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 East 
Sussex-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; 

 Individual elected members will have 
less opportunity for direct involvement 
in the appointment process other than 
through the LGA and/or stakeholder 
representative groups. 

 In order for the PSAA to be viable and 
to be placed in the strongest possible 
negotiating position the PSAA will 
need Councils to indicate their 
intention to opt-in before final contract 
prices are known. 



 

 

 Appointment of the same auditors 
to bodies involved in significant 
collaboration/joint working 
initiatives or across regions (for 
example, this could be an 
opportunity to appoint the same 
external auditor for respective 
authorities within the Orbis 
partnership), where the parties 
believe that it will enhance 
efficiency and value for money. 

 

 


