
Agenda Item No: 
 

8 

Report To:  
 

Audit Committee 

Date of Meeting:  
 

6 December 2016 

Report Title:  
 

Procurement and Appointment of External Auditors – 
Appointment of a ‘Specified Person’ 

Report Author & 
Job Title:  
 

Ben Lockwood – Head of Finance 
Rich Clarke - Head of Audit Partnership 

Portfolio Holder 
Portfolio Holder for: 
 

Cllr Shorter Portfolio Holder for Finance & Budget, Resource 
Management and Procurement 

 
Summary:  
 

 
This is the fourth report to the committee updating them on 
the emerging picture for the procurement of an external 
auditor for the 2018/19 financial statements. 
The Department for Communities and Local Government has 
appointed Public Sector Audit Appointments Ltd (PSAA – a 
wholly owned LGA company) to act as a ‘specified person’ to 
procure external auditors on behalf of authorities.  Currently 
there is no other ‘Specified Body.’ 
PSAA have published a prospectus to Authorities outlining 
their proposed approach and have invited the council to opt 
into the national scheme for auditor appointments.  This is 
the preferred route to procure the Councils next external 
Auditor. 

 
Key Decision:  
 

 
NO  

Significantly 
Affected Wards:  
 

N/A 

Recommendations: 
 

The Audit Committee is ask to recommend to Council:-   
 

I. That they accept the Public Sector Audit 
Appointments’ (PSAA) invitation to opt in to the 
sector led option for appointment of external 
auditors for five financial years starting 1 April 
2018. 

II. That they approve the Head of Finance to liaise 
with PSAA and respond to its consultations on 
specific proposals as they come forward. 

 
Policy Overview: 
 

The Councils contract with its External Auditor is due to 
expire, and it will need to appoint a new auditor before 31 
December 2017.  The new auditor will take on responsibility 
for examining the 2018/19 financial statements and deliver 
their first opinion in July 2019. 
 
If the Council is minded to accept the PSAA invitation then 



Ashford BC will not be a party to the contract for the new 
external auditor and therefore the procurement process and 
selection of successful bidder will be completed by PSAA.  
 

Financial 
Implications: 
 

The Council must appoint an external auditor.  Opting in to 
the national arrangement will allow PSAA to undertake a 
national procurement exercise that may result in lower fees 
through increased buying power than the Council could gain 
by local procurement. 
 
Opting in also avoids incurring the costs of creating and 
preserving a local auditor panel. 
 

Legal Implications 
 

Section 7 of the Local Audit and Accountability Act 2014 
demands a relevant 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 must consult and take account of the advice 
of its auditor panel on selecting and appointing a local 
auditor. Section 8 provides that where a relevant authority is 
a local authority employs executive arrangements, 
appointing a local auditor to audit its accounts is not the 
responsibility of an executive of the authority under those 
arrangements. 
 
Section 12 provides for the failure to appoint a local auditor. 
The authority must immediately tell the Secretary of State, 
who may direct the authority to appoint the auditor named in 
the direction or appoint a local auditor for the authority. 
 
Section 17 gives the Secretary of State the power to regulate 
for an ‘appointing person’. The Secretary of State exercised 
this power in the Local Audit (Appointing Person) 
Regulations 2015 (SI 192). These give the Secretary of State 
the ability to enable a Sector Led Body to become the 
appointing person. In July 2016 the Secretary of State 
named PSAA as the appointing person. 

Equalities Impact 
Assessment 
 

Not Required - this deals with the process for the 
appointment of an auditor and does not impact upon any 
groups within society.   

Exempt from 
Publication:  
 

NO 
 

Contact:  Ben Lockwood  
01233 330540 

 
  



Agenda Item No.8 
 

Report Title: Procurement and Appointment of External 
Auditors – Appointment of a ‘Specified Person’ 

 

Introduction and Background 
1. This is the fourth report to the Audit Committee on this subject.  The Council’s 

contract with its External Auditor is due to expire, and it will need to appoint a 
new auditor before 31 December 2017.  The new auditor will take on 
responsibility for examining the 2018/19 financial statements and deliver their 
first opinion in July 2019.  Under the current regulations the Council has 3 
routes to procure an external auditor and at its meeting on the 16th June the 
Committee expressed a preference for this procurement the appointment of a 
‘Specified Person’ who would have the authority to make auditor appointment 
decisions on behalf of those authorities who opt-in to those arrangements.   

2. Since that meeting the Secretary of State has authorised Public Sector Audit 
Appointments Ltd (PSAA – a wholly owned LGA company) to act as a 
‘specified person’ to procure external auditors on behalf of authorities.  PSAA 
have published a prospectus (attached at Appendix A) setting out their 
intentions for the procurement exercise and have updated their Frequently 
Asked Questions guidance on the process for appointing a new external 
auditor and their role within that process which is attached at Appendix B. 

3. PSAA have now written to authorities seeking their firm commitment to opt-in 
to their procurement process.  A copy of the letter is attached at Appendix C.   

Proposal/Current Position 
4. To agree to recommend to Council that Public Sector Audit Appointments be 

appointed as the Council’s ‘Specified Person’ for the appointment of a new 
External Auditor.  

5.  

PSAA prospectus 
6. The full prospectus is attached to this paper (Appendix A).  PSAA suggest 

that over 200 bodies have expressed an interest in joining their group 
procurement (Ashford Borough Council is one of these).  PSAA intend to run 
2 or 3 large contract areas, awarding contracts to a small number of firms.  By 
procuring over these areas it will be seeking to secure “best possible prices” 
as a “top priority” of their procurement exercise.  The intended contract 
duration will be 3 years with a 2 year option (so, up to 5 year commitment but 
the decision to extend will be at the PSAA’s discretion). 

7. The prospectus outlines the benefits of the scheme as being:  
a. assured appointment of a qualified, registered, independent auditor 
b. 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 

c. on-going management of independence issues 
d. securing highly competitive prices from audit firms 



e. minimising scheme overhead costs 
f. savings from one major procurement as opposed to a multiplicity of 

small procurements 
g. distribution of surpluses to participating bodies 
h. a scale of fees which reflects size, complexity and audit risk 
i. a strong focus on audit quality to help develop and maintain the market 

for the sector 
j. avoiding the necessity for individual bodies to establish an auditor 

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

the sector 
8. PSAA has written to authorities seeking their firm commitment to opt-in to 

their proposal (Appendix C).  The PSAA invitation to opt in to all principal 
authorities, allows a minimum of 8 weeks for acceptance of the invitation. An 
authority wishing to accept the invitation to opt-in must give notice of 
acceptance to PSAA before the closing date. The decision to accept the 
invitation must be taken by the members of the authority meeting as a whole.  
The Audit Committee has previously agreed that this represents the best 
route to procure the next External Auditor.  

Questions posed by PSAA 
9. The Prospectus is seeking views on a number of questions which are 

reproduced below with some thoughts on possible responses.  Members are 
asked to consider the questions and whether a response should be submitted 
by the committee:   

a. Is PSAA right to place emphasis on both quality and price as the 
essential pre-requisites for successful auditor appointments? 
Yes – the need for both quality and good value are important features 
that the council would look for in its Auditor.  In addition it would be 
preferable that the auditor is active in the sector leading on technical 
accounting and governance matters. 

b. Is three to five years an appropriate term for initial contracts and for 
bodies to sign up to scheme membership? 
The Council has benefited from having a longer term relationship with 
its auditors, which allows the auditor to build a fuller understanding of 
the Councils activities, aspirations, and priorities.  Therefore a contract 
of 5 years would be preferable; however there is sense to have an 
option to break this after 3 years.  

c. 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? 
This is consistent with the current system for setting fees and it 
supported.  It would be helpful if there was a mechanism for reviewing 
fee levels if a Council were to alter its risk profile, either through a 



change in activity or improving its internal control processes and 
governance.  

d. Are the benefits of joining the national scheme, as outlined here, 
sufficiently attractive?  

i. Which specific benefits are most valuable to local bodies?  
The benefits that particularly appeal is the simplicity of the 
process offered, the other procurement routes required Audit 
Panels to be established and this creates issues of control and 
governance for the Council. 
The opportunity to be part of a larger procurement process and 
achieve economies of scale is important as a single 
procurement or even County wide exercise would not be as 
attractive to an audit firm. 

ii. Are there others you would like included? 
The Council has two companies that also need to be audited 
and the auditors need to be authorised by the Financial Conduct 
Authority to provide public audit services.  This has resulted in 
high audit fees for the companies which are not proportionate to 
their turnover.  It is important that there is flexibility within the 
procurement process to allow for these companies to be audited 
at a competitive fee.  

e. What are the key issues which will influence your decisions about 
scheme membership? 
These reasons are similar to those outlined above. 

f. What is the best way of us continuing our engagement with you on 
these issues? 
Regular information updates need to be emailed to Authorities who 
have expressed an interest. 
The idea of a panel selected from a sample of interested authorities 
and potentially professional bodies is a good way to test further 
developments of the proposal, with fuller consultation when necessary.   

Implications and Risk Assessment 
10. The implication of not opting in the PSAA’s invitation would mean that the 

Council would either have to: 
a. set up an independent auditor panel.  The panel must have a majority 

of independent members.  The Act defines independent members as 
independent appointees, excluding current and former elected 
members (or officers) and their close families and friends.  This means 
that elected members will not have a majority on the panel assessing 
bids and choosing which audit firm to recommend to the Council for 
appointment as the Council’s external auditor. 

b. Alternatively, the Act allows the Council to join with other authorities to 
set up a joint auditor panel.  Again this would need a majority of 
independent appointees (members).  This option also depends on 
there being other councils to join with.  Research undertaken by the 
Head of Audit Partnership failed to identify any other authorities 



considering this method of appointment to whom this Council could 
look to partner. 

11. Neither of these alternatives are particularly suitable for the Council.  Both 
would be more time and money intensive to do and without the bulk buying 
power of sector led procurement could result in a more costly service.  There 
is also risk associated with management of audit quality and independence 
through local appointment. 

12. The Act demands that councils appoint an external auditor through one of the 
defined routes by the end of December 2017.  If the Council chooses not to 
act at all, then the Secretary of State holds reserve power to intervene. 

13. Therefore the proposal the opt into the national procurement option manages 
the risks associated with the procurement of an external auditor. 

Equalities Impact Assessment 
14. An Equalities Impact Assessment is not applicable as this report deals with 

the process for the procurement of the External Auditor.  
15. The procurement of an external auditor has no significant equalities impacts.  

Other Options Considered 
16. These were reported to the Committee on the 16th June.   

 

Reasons for Supporting Option Recommended 
17. Members have previously been consulted on this matter through the [Audit 

Committee] whose conclusions are summarised in this report.  Then, the 
Council had not yet received the formal invitation to opt in to PSAA’s 
arrangements. 

 

Next Steps in Process 
18. The Committee is asked to endorse PSAAs’ invitation to opt in to the sector 

led option for appointment of external auditors for five financial years starting 
1 April 2018 

19. Regulation 19 of the Local Audit (Appointing Person) Regulations 2015 
demands that a decision to opt in must be one of a meeting of the Council as 
a whole.  The Council then needs to formally respond to PSAA’s invitation in 
the form named by PSAA by 17 March 2017. 

20. PSAA will begin the formal procurement after this date.  It expects to award 
contracts in summer 2017 and consult with authorities to make the 
appointment by the statutory deadline of December 2017. 

Conclusion 
21. The Prospectus from PSAA outlines an acceptable proposal to the council for 

the procurement of its next external auditor. 
22. The Council should opt-in to the proposal. 

Portfolio Holder’s Views  
23.  
24.  



Contact and Email 
25. Ben Lockwood 

Ben.lockwood@ashford.gov.uk 
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