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EAST HAMPSHIRE DISTRICT COUNCIL

Council 14 December 2017

APPOINTMENT OF EXTERNAL AUDITOR 
Report of the Independent Audit Panel & Head of 
Financial Services

FOR DECISION

Portfolio: Portfolio Holder for Finance – Cllr Ferris Cowper

Key Decision: No

1.0 Purpose of Report 

1.1 To present the Independent Audit Panel’s recommendation to full 
Council on who to appoint as the Council's external auditor with effect 
from 1st April 2018.

1.2  To consider other advice from the Independent Audit Panel.

2.0 Recommendation

2.1 That the Council agrees:

 To accept the Independent Audit Panel’s recommendation to 
appoint the External Auditor from April 2018 as set out in the 
exempt Appendix;

 To develop a policy on obtaining non-audit advice from the 
auditor;

 To consider the contract with the preferred bidder further if any 
liability limitation agreement is proposed; and

 That an Independent Audit Panel continue to operate in an 
oversight role to advise on matters such as auditor 
independence, resignation or termination.

3.0 Summary 

3.1     This Council took the opportunity provided by new legislation to   
procure and appoint its external auditor, using its own Independent 
Audit Panel. This report describes the process which has been 
undertaken, and the recommendation to appoint KPMG as the 
Council's external auditor.
 



4.0 Subject of Report 

4.1 The Local Audit and Accountability Act 2014 introduced a new 
requirement for all local authorities to procure and appoint their own 
external auditor. 

4.2 The key role of an external auditor is to:

 Perform an audit of the Council's published financial statements;
 Satisfy themselves that the audited body "….has made proper 

arrangements for securing economy, efficiency and 
effectiveness in its use of resources."

 Audit certain grant and subsidy claims.

4.3 The results of the process managed by Public Sector Audit 
Appointments (PSAA), announced on 20 June 2017 involved the award 
of the following contracts:

 Lot 1 of approx. £14.6 million per audit year was awarded to 
Grant Thornton LLP;

 Lot 2 of approx. £10.9 million per audit year was awarded to EY 
LLP;

 Lot 3 of approx. £6.6 million per audit year to awarded to Mazars 
LLP;

 Lot 4 of approx. £2.2 million per audit year to awarded to BDO 
LLP;

 Lot 5 of approx. £2.2 million per audit year to awarded to 
Deloitte LLP; and

 Lot 6 with no guaranteed value of work to awarded to a 
consortium of Moore Stephens LLP and Scott-Moncrieff LLP.

4.4 The PSAA procurement process reports annual savings averaging 18% 
nationally compared to current costs. For EHDC, the savings would 
have been less at around 10%.

4.5 Since the procurement process was completed, discussions have been 
held with local authorities with regard to which audit firm is provisionally 
allocated to each Authority. Lot 2, Ernst and Young, are the 
recommended audit firm for this area, and should the Council have 
been part of the PSAA procurement process, Ernst and Young would 
have been engaged as the Council's external auditor.

5.0 Decision by Council to Appoints its Own Auditors

5.1 This Council resolved earlier this year to make its own arrangements to 
procure its external auditor. The key driver of this decision is that the 
Council wants a relationship with its external auditor which provides 
support, advice and challenge for the Council. To do this, the external 



auditor will require a full understanding of corporate priorities and its 
appetite for risk.

5.2 Furthermore, PSAA’s audit contracts from 2018/19 will cover the audit 
of accounts only, leaving local authorities to make arrangements or 
appointments for assurance on grant claims and returns. 

6.0 East Hampshire District Council Procurement Process

6.1 Following the decision by full Council to make its own arrangements for 
procuring its external auditor, an Independent Audit Panel comprising 
of three members was established through a recruitment process. A 
requirement of such an Audit Panel is that at least two of the members 
must be independent, and the panel must be chaired by an 
independent member. Two independent members were selected, Keith 
Shepherd, as independent Chairman and Andrew Geffryes. These two 
individuals brought valuable leadership and insight through their wealth 
of experience in Finance and Procurement. The panel was completed 
with the addition of Cllr Anthony Williams, in his role as Chairman of 
the Governance, Audit and Scrutiny Committee. Support and advice 
was provided to the panel by Council officers, in particular Andy 
Radford, both initially in his then role of interim Head of Finance and 
subsequently to the end of the process.

6.2 The panel’s role is to advise the Council on:

 The selection and appointment of the auditor;
 Whether or not to adopt a policy on obtaining non-audit services 

from the auditor and the contents of such a policy;
 Any proposal to enter into a limited liability agreement;
 Maintaining an independent relationship with the auditor;
 The outcome of any investigation of the auditor’s resignation or 

proposal to remove them.

6.3 The Panel reviewed and approved each of the key stages in the 
procurement- including the specification, evaluation criteria to be used, 
and interviewing the shortlisted firms. The panel has approved this 
report as the conclusion of its work.

6.4 The procurement process was undertaken within the requirements of 
the European Union (OJEU) regulations. An Invitation to Tender was 
sent to interested firms, and tender proposals were received by the 
deadline date of 16th October 2017.



6.5 The tender evaluation was agreed as follows:

Commercial (Price) 40%
Technical (Quality) 60%
Comprised as Follows:
Planning and Staffing 10%
Communications and Reporting 10%
Quality Assurance 10%
Company Policies 5%
Understanding the Issues (ie facing the Council) 5%
Providing "Added Value" 20%

7.0 Implications Identified by the Council 

7.1 Resources:

7.1.1 The vast majority of local authorities elected to join a national 
procurement approach, lead by the Public Sector Audit Appointments 
(PSAA). Nine organisations elected to make their own arrangements, 
East Hampshire District Council being the sole district council. External 
Audit costs are reflected in the Council’s revenue budgets. 

7.2 Legal:

7.2.1 The Council has a statutory requirement to have engaged an external 
auditor. Should the Council not appoint, then its only solution is to 
request PSAA to allow the Council to procure its external auditor 
through its procurement. 

7.2.2 The Council should take up references for the preferred bidder before 
making the contract award.

7.2.3 Assuming the Council appoints its own external auditor, it will be 
required to publish its decision, conforming to the PSAA prescribed 
process. There is a ten days standstill period after the Council decision 
on the 14th December 2017.

7.2.4 The Council will need to take legal and procurement advice when 
finalising the contract - to ensure all terms and conditions proposed as 
part of the tender process have been accepted. .

7.3 Strategy: 

n/a

7.4 Risks: 

7.4.1 Moving to a new external auditor will require strong planning and 
handover.



7.5 Communications: 

n/a

7.6 For the Community:

n/a

7.7 The Integrated Impact Assessment (IIA) has been completed and 
concluded the following:

n/a

8.0 Consultation 

Head of Legal
Head of Finance
Executive Board
Cabinet
Chairman Governance, Audit & Scrutiny Committee

Appendices

Appendix A – NOT FOR PUBLICATION By virtue of paragraph(s) 3 of Part 
one of Schedule 12 A of the Local Government Act 1972

The reason for the recommendation being exempt is that the procurement 
process does not allow for the preferred bidder being known before the 
appointment. There is also a two week cooling off period following the 
agreement of the Council.

Background Papers: 

Cabinet Report dated 14 February 2017
Council minutes dated 23 February 2017

Agreed and signed off by:

Legal Services: 05.12.17
Finance Services: 05.12.17
Executive Head of Governance & Logistics: 05.12.17
Portfolio Holder: 23.11.17

Contact Officer: Lydia Morrison
Job Title: Head of Finance
Telephone: 023 9244 6624
E-Mail: Lydia.morrison@easthants.gov.uk


