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Item 3:  Future External Audit Arrangements 

1. Purpose of Report 

This report informs members of options for future audit provision and seeks 
authorisation to pursue sector-led audit arrangements from 2018 -2019 onwards.  

2. Recommendation 

To pursue the sector-led arrangements for procuring future external audit 
services from 2018/19 onwards as per Option (iii). 

3. Implications 

a. Financial: None are known at this stage in the procurement exercise. 
b. Equalities: There are no equality or diversity implications arising directly from this 

report. 
 

4. Background 

a. The Authority’s current external auditors are Ernst & Young LLP who were 
appointed following a national procurement exercise. The contract will cover the 
period 2015/16 up to and including 2017/18. The Authority currently pays £11,568 
for its external audit each year 

b. Under the provisions of the Local Audit and Accountability Act 2014 (the Act), 
principal authorities must have their future auditors in place by 31 December 2017.  

There are three options for appointing an auditor: 

i. undertake an individual auditor procurement and appointment exercise; 
ii. undertake a joint auditor procurement and appointment exercise with other 

bodies, those in the same locality for example; or 
iii. join a ‘sector led body’ arrangement. 

This paper sets out some of the advantages and disadvantages of each option.  

 

5. Option Analysis 

Option (i)  

a. The Authority can choose to find its own auditors. The processes are highly 
controlled and could become overly onerous. The Authority would be required to set 
up an ‘Auditor Panel’ of which a minimum of 50% of the members would need to be 
newly appointed independent members with specific skills in finance and/or audit. 
The panel would remain in place throughout the audit contract and would initially 
draft and oversee the procurement exercise (tender). 

b. Key advantages of this option are the full ownership of the process and the ability to 
produce a bespoke tender.  

c. Key disadvantages would be cost and time commitments required to appoint new 
expert members, no economies of scale in the procurement process leading either 
high cost returns or a lack of market interest in such a small contract for a public 
audit. 

Option (ii) 

d. The Authority could choose to join other bodies to jointly procure an auditor for all of 
those bodies. The actual process would be very similar to that set out in Option (i) 
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e. Key advantages would be sharing the work and cost burden amongst a moderate 
number of bodies and also moderately increased economies of scale compared to 
Option (i). We are aware that our two nearest local authorities, Northumberland 
County Council and Newcastle City Council, are looking to run a regional market 
testing exercise and not take part in the national exercise. 

f. Key disadvantages would be around the joint working arrangements of the group of 
bodies and again whether the group is significant enough to gain a competitive  
tender response. Discussions amongst the national park family about all national 
parks working concluded that together the size of the proposal would be still 
relatively very small and furthermore cost savings would hindered by the extreme 
geographic spread across all corners of England. It is likely that were the regional 
councils to combine with a single market tender then this would probably command 
sufficient scale to attract a reasonable level of interest. However, the National Park 
Authority has not been asked to join the process and being the only small and 
single purpose authority in this tender exercise could be a significant disadvantage. 

Option (iii) 

g. In early 2016 the executive of the Authority was approached by the Local 
Government Association (LGA) to establish the level of potential interest in a 
sector-led body under the 2014 Act. As a result, Public Sector Audit Appointments 
Ltd (PSAA) was formed and in July 2016 the Secretary of State for Communities 
and Local Government officially recognised it as an appointing body. PSAA can be 
used by any public authorities including any local authority, NHS bodies, police 
bodies, fire and rescue authorities and ‘other’ bodies (which specifically includes 
national park authorities) – in total this could be around 800 organisations. 

h. Should an organisation wish to ‘opt-in’ to the LGA/PSAA scheme, a legal decision / 
delegation must be given by a meeting of the full membership (Local Audit 
Appointing Person Regulations 2015, section 19.1). 

i. Key advantages of this option are the reduced process costs / workload and the 
very significant economies of scale for pricing to be had by such a large 
procurement exercise. It is considered that this option is most likely to achieve an 
annual cost similar to what the Authority currently pays. In addition, the winning 
provider(s) are very likely to audit a number of other national park authorities and 
price the service similar to existing level. 

j. Key disadvantages are the standardised contracts and tenders issued which would 
not be specific to this Authority and its needs. In mitigation of this point, it is not 
considered that this Authority has any substantial ‘needs’ that are different to other 
public bodies taking part. 

6. Conclusions 

Since 2012 the Authority has benefitted from more competitive national market testing of 
external audit services which costs decreasing by some 40%.  

Option (iii) is recommended to the Authority on the basis of maintaining the quality of the 
external audit service which is key to board members receiving adequate assurances 
whilst also ensuring value for money  

 

 

Contact Officer: For further information contact Stuart Evans, Head of Corporate Services 
on 01434 611527 or e-mail: stuart.evans@nnpa.org.uk 

Background papers: None 


