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To summarise the changes to the arrangements for appointing external auditors 
following the abolition of the Audit Commission and the end of transitional 
arrangements following the 2017/18 external audit. To seek the approval of the Fire 
Authority to opt in to the national appointment arrangements being developed by 
Public Sector Audit Appointments Limited. 
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1. BACKGROUND 

 
1.1 The Local Audit and Accountability Act 2014 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 for 
Communities and Local Government (CLG) determined that the transitional 
arrangements for local government bodies would be extended by one year to 
include the audit of the accounts for 2017/18. 

 
1.2 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 Ltd), the transitional not-for-profit body set 
up by the LGA with delegated authority from the Secretary of State at CLG. 

 
1.3 This matter was the subject of an earlier report to the Finance and Resources 

Committee in January 2016. Members of that meeting noted that the options 
available for the appointment of external auditors following the end of 
transitional arrangements would be explored by Officers and presented at a 
future meeting of the Committee. The Local Audit (Appointing Person) 
Regulations 2015 require that if a decision is made to opt in to the appointing 
person arrangement (which is option 4 set out in this report) then this 
decision must be made by the full Authority. The Authority will need to 
consider the options available and approve new arrangements in time to 
make the first appointment of external auditors by 31 December 2017. 
 

2. REPORT 

 
2.1 The scope of external audits will still be specified nationally with the National 

Audit Office (NAO) responsible for writing the Code of Audit Practice which all 
firms appointed to carry out public sector audits must follow. Not all 
accounting 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. The registration process has not yet commenced and so 
the number of firms able to compete for audit work is not yet known but it is 
reasonable to expect that larger firms in the UK including our current auditor, 
KPMG, will be on the final list and smaller, local independent firms are less 
likely to meet the eligibility criteria. 

 
2.2 There are a number of options available to the Authority for the future 

appointment of external auditors. The Chartered Institute of Public Finance 
and Accountancy (CIPFA) has published guidance for Authorities on the 
matter of Auditor Panels with the guidance setting out the options, together 
with the possible advantages and disadvantages of each option, and this 
information is shown below as options 1, 2 and 3. In July 2016, the Secretary 
of State for CLG confirmed that PSAA Ltd has been specified as an 
appointing person under the Local Audit and Accountability Act 2014 and the 



Local Audit (Appointing Person) Regulations 2015, which means that PSAA 
Ltd will make auditor appointments to principal bodies which choose to opt in 
to the arrangements, for audits of accounts from 2018/19. 

 
2.3. The Local Audit and Accountability Act 2014 includes regulations about 

Auditor Panels which state that an Auditor Panel must contain a majority of 
independent members and have an independent chair. The Act provides a 
definition of “independent” and sets out that Members and Officers of an 
Authority within the past five years are not deemed to be independent for this 
purpose.  

2.4. Option 1: the Authority sets up its own separate and individual Auditor Panel 
to oversee the separate and individual procurement of external auditors for 
the Authority. 

2.4.1. Possible Advantages: 

 Authority has full ownership of the process 

 Authority can create a fully bespoke contract for audit services 

 Tendering process can take account of own policies and local 
circumstances (but must be within procurement regulations) 

 

2.4.2. Possible Disadvantages: 

 May be difficulties in appointing majority independent Panel 
members and independent Panel Chair as per the regulations (see 
paragraph 2.3) 

 Must ensure that Panel members are suitably qualified to 
understand and participate in the Panel’s functions 

 Will have to fund the Panel’s expenses 

 May not be able to procure at a lower cost e.g. if there is limited 
provider choice in the location or if a single authority contract is 
less attractive to some providers 

 Will not achieve economies of scale 
 

2.5. Option 2: the Authority sets up an Auditor Panel jointly with another authority 
/ authorities as part of a procurement exercise for a joint contract. 

2.5.1. Possible Advantages: 

 Less administration than a sole Auditor Panel 

 Able to share administration expenses 

 May be easier to attract suitable panel members 

 May still be a relatively locally tailored process 

 May be able to achieve some economies of scale 
 

2.5.2. Possible Disadvantages: 

 May need to compromise on the contract 

 May not end up with first choice of auditor, instead it is more likely 
that appointment will be made which is suitable for all authorities 
taken together 

 Need to agree appointment of panel members across multiple 
authorities and agree a joint decision making process  

 



2.6 Option 3: the Authority uses another Authority’s Auditor Panel  
 
 2.6.1 Possible Advantages: 

 Will not have to set up an Auditor Panel 
 
2.6.2 Possible Disadvantages: 

 The panel may not understand the specific needs of the Authority 

 May be difficult to find another Authority willing to enter into such 
an arrangement 

 May be more difficult to ensure adequate liaison with Authority’s 
Finance and Resources Committee (which acts as the Audit 
Committee) 

 
2.7 Option 4: the Authority elects to join the national scheme for Auditor 

appointments led by the PSAA Ltd 
 
 2.7.1 Possible Advantages: 

 Will not have to set up an Auditor Panel 

 Administration and procurement will be undertaken by PSAA Ltd 

 Scheme is being developed in consultation with representatives 
from principal bodies 

 PSAA Ltd staff are experienced in appointing auditors, in managing 
audit contracts and in setting audit fees 

 Early indications of interest from principal bodies show that the 
scheme is likely to be widely taken up (more than 200 bodies), 
which should result in economies of scale and should attract the 
best audit suppliers 

 The scheme will aim to appoint the same auditors to bodies which 
are involved in formal collaboration / joint working initiatives if the 
parties consider that a common auditor will enhance efficiency and 
value for money 

 
2.7.2 Possible Disadvantages: 

 Authority will not be involved directly in the process so will have no 
influence over contract or selection of Auditor other than indirectly 
by way of input at the consultation stage 

 
2.8 Option 4, the PSAA Ltd scheme, appears to offer the most advantages when 

compared to the other available options and it is therefore this solution which 
is recommended to the Authority for approval. The PSAA Ltd has indicated 
that it will be looking for firm commitments to join the scheme during this 
Autumn and such a commitment will need to be supported by the Authority in 
accordance with the Local Audit (Appointing Person) Regulations 2015. 

 
2.9 The PSAA has produced a leaflet about the national scheme and this is 

attached as Appendix A. It gives further information about the benefits of the 
scheme and demonstrates an emphasis on audit quality and competitive 
pricing. 

 
 



3. FINANCIAL IMPLICATIONS 

 
3.1 The external audit fee for the current year is £31,050 and this has 

significantly reduced in recent years. It is not yet known what the audit fees 
will be when the new contract comes into force, but the PSAA scheme is 
likely to be able to secure a more competitive price than the Authority would 
have been able to do alone. 

3.2 The PSAA leaflet attached as Appendix A confirms that costs will not be 
known until after the procurement process has been completed. The PSAA 
has committed to minimising its own costs, pooling scheme costs and audit 
fees, setting a scale of charges which has regard to the size, complexity and 
audit risk of participating bodies, and returning any surplus funds to 
participants. 

4. HUMAN RESOURCES AND LEARNING AND DEVELOPMENT 
IMPLICATIONS 

 
There are no human resources or learning and development implications arising 
directly from this report. 
 

5. EQUALITIES IMPLICATIONS 

 
An equality impact assessment has not been completed because this report does 
not reflect a new policy, only a new method of procuring external audit services. 
 

6.      CRIME AND DISORDER IMPLICATIONS 

 
There are no crime and disorder implications arising from this report. 
 

7.      LEGAL IMPLICATIONS 

 
The proposal within this report is designed to ensure compliance with the Local 
Audit and Accountability Act 2014 and the Local Audit (Appointing Person) 
Regulations 2015. 
 

8. RISK MANAGEMENT IMPLICATIONS 

 
The service provided by the external auditor forms part of the Authority’s corporate 
governance framework, which is a key tool in the management of organisational 
risk. 

 
 
 
 



9. RECOMMENDATIONS 

 
It is recommended that Members approve option 4 set out in this report, which is to 
commit to participating in the Public Sector Audit Appointments Ltd national scheme 
for local auditor appointments, with effect from the audit of accounts for 2018/19. 
 

10. BACKGROUND PAPERS FOR INSPECTION (OTHER THAN PUBLISHED 
DOCUMENTS) 

 
None. 
 
 
 
 
Neil Timms 

TREASURER TO THE FIRE AUTHORITY
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