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       Agenda Item No: 15 (c) 
 

To:  Joint Audit Committee 
 

Date:  20 March 2018 
 

By:  Chief Finance Officer and Director of Finance 
 
Title: Update on the Appointment of External Auditors from 

2018/19 

 

 
Purpose of Report: The purpose of this report is to update the 
Committee about the progress of appointing external auditors from 

2018/19. 
 

 
Recommendations:  

 
Members of the Committee are asked to note the process that has been 
followed and the steps taken to finalise the appointment and fees of 
external auditors for 2018/19 and beyond. 

 
Terms of Reference: 

 
19. Reviewing the reports of the External Auditors and other inspection 

agencies (for example, HMIC) and ensuring that the appropriate 
action is being taken where necessary to address identified areas of 

weakness. 

 
20.  Recommending approval of the external audit programme. 

 
21. Considering the reports of the External Auditors on the annual 

financial accounts and statements, including detailed consideration 
of the annual Management Letter and the report to those charged 

with governance.  Ensuring appropriate steps are being taken to 
address all issues of concern highlighted by the External Auditors. 

 
Background 

 
1.1 The Committee received a report at the December 2016 meeting 

setting out the options to appoint external auditors for the financial 
year 2018/19 onwards. The report can be found at this link 

https://goo.gl/HetuLe. The Committee reviewed the options and 
recommended that the Police and Crime Commissioner (PCC) opt-in 
to a sector led option led by Public Sector Audit Appointments’ 
(PSAA) for the appointment of external auditors to the ‘group’ for 

five financial years commencing 1 April 2018. PSAA operates on a 
not-for-profit basis. 

 
1.2 The PCC accepted the recommendation. The PCC and Chief 

Constable then opted in and became members of the PSAA national 
scheme. 

https://goo.gl/HetuLe
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1.3 The Committee received a further update on the appointment 

process on 11 July 2017 and that report can be found at this link 
https://goo.gl/QFs43S 

 
1.4 Ernst & Young LLP are the current external auditors for the Police 

and Crime Commissioner and Chief Constable.  
 

Process 
 
2.1 The PSAA wrote to the Police and Crime Commissioner and Chief 

Finance Officer on 14 August 2017 to consult on the appointment of 

Ernst & Young LLP to audit the accounts of the Police and Crime 
Commissioner for Sussex for five years from 2018/19. The 

appointment will start on 1 April 2018.  
 

2.2 PSAA are also proposing to appoint Ernst & Young LLP to audit the 
accounts of the Chief Constable for Sussex Police. 
 

2.3 In developing this appointment proposal, PSAA stated that they 

have applied the following principles, balancing competing 
demands, based on the information provided to them by audited 

bodies and audit firms: 

 ensuring auditor independence, as we are required to do by the 
Regulations; 

 meeting our commitments to the firms under the audit 
contracts; 

 accommodating joint/shared working arrangements where these 
are relevant to the auditor’s responsibilities; 

 ensuring a balanced mix of authority types for each firm; 
 taking account of each firm’s principal locations; and 

 providing continuity of audit firm if possible, but avoiding long 
appointments 

2.4 PSAA also appointed Ernst & Young LLP to Surrey PCC/CC and 
Thames Valley PCC/CC which may be beneficial to us in relation to 
the extent of joint working arrangements. 

 
2.5 The Chief Finance Officer and Director of Finance were satisfied with 

the proposal and the Committee confirmed the appointment of 
Ernst & Young LLP for the period in their report on 20 September 
2017 . 

 

2.6 A response confirming the decision of the Committee was submitted 
to the PSAA on 22 September 2017 by the Chief Finance Officer. 

 
2.7 At the time of issuing that consultation, there were 494 bodies 

eligible to opt into PSAA’s national scheme, of which 484 (98%) 

opted in for the current appointing period, covering the accounts for 
2018/19 to 2022/23. 
 
 

https://goo.gl/QFs43S
https://www.sussex-pcc.gov.uk/media/2550/it-13b-progress-on-the-appointment-of-external-auditor-from-201819.pdf
https://www.sussex-pcc.gov.uk/media/2550/it-13b-progress-on-the-appointment-of-external-auditor-from-201819.pdf
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2.8 The PSAA Board finalised the auditor appointments at its meeting 
scheduled for 14 December 2017. All appointments were made 

before the statutory deadline of 31 December 2017.  
 

Audit Fees 
 

2.9 The PSAA published their consultation on the audit scale fees for 
2018/19 on 17 December 2017. The final scale fees were published 

8 March 2018. 
 

2.10 PSAA has set the fee scale for 2018/19 on the basis that individual 
scale fees for all opted-in bodies are the fees applicable for 2017/18 

with a reduction of 23 per cent. They state that this gives opted-in 
bodies the benefit of the cost savings achieved in the recent audit 

procurement, and continues the practice of averaging firms’ costs 
so that all bodies benefit from the same proportionate savings, 

irrespective of the firm appointed to a particular opted-in body. It 
also passes on the benefit of economies which PSAA is making in its 

own operating costs. 
 

2.11 The fee reduction for 2018/19 follows the significant reductions in 
scale fees made by the Audit Commission between 2012/13 and 
2015/16. In part those reductions were possible as a result of a 
significant reduction in the staffing and activities of the Audit 

Commission as it prepared for closure. 
 

2.12 The scale fees for Sussex PCC and Chief Constable compared with 
previous years are shown in the table below.  

 

 
 

2.13 However, it should be noted that PSAA had refunded the PCC 
£5,500 and the Chief Constable £2,790 during 2017/18 under the 

existing agreement reducing the cash impact of the revised fees to 

approximately 9.5%. 

 
2.14 During the appointing period PSAA will consult on scale fees each 

year, before publishing the fee scale for the following year. 
 

2.15 PSAA hopes to be able to maintain the 2018/19 reduction of 23 per 
cent in scale fees for the first three years of the appointing period, 
based on current assumptions about inflation and the amount of 
work auditors are required to undertake. However, the 

uncertainties are such that they cannot guarantee this at this time. 
 

2.16 Further details about the audit fees can be found in the Appendix. 
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Risk Management  
 

3.1 The principal risk was that we fail to appoint an auditor in 
accordance with the new frameworks or did not achieve value for 
money in the appointment process. These risks have been 

mitigated by the sector led approach through PSAA.  

 
Legal implications  

 

4.1 Section 7 of the Local Audit and Accountability Act 2014 requires a 
relevant body 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 
body must consult and take account of the advice of its auditor 
panel on the selection and appointment of a local auditor.  

 

4.2 A decision to become an opted-in authority must be taken in 
accordance with the Regulations, that is, by the members of an 

authority meeting as a whole, except where the authority is a 
corporation sole, such as a police and crime commissioner, in which 

case this decision can be taken by the holder of that office. 
 

4.3 Section 12 makes provision for the failure to appoint a local 
auditor: the body must immediately inform the Secretary of State, 
who may direct them to appoint the auditor named in the direction 
or appoint a local auditor on behalf of them. 

 
4.4 Section 17 gives the Secretary of State the power to make 

regulations in relation to an ‘appointing person’ specified by the 
Secretary of State. This power has been exercised in the Local Audit 

(Appointing Person) Regulations 2015 (SI 192) and this gives the 
Secretary of State the ability to enable a Sector Led Body to 

become the appointing person. In July 2016 the Secretary of State 
specified PSAA as the appointing person. 

 

Financial Implications  

 
5.1 Opting-in to the national scheme has provided an opportunity to 

ensure fees are as low as possible, whilst ensuring the quality of 
audit is maintained by entering in to a large scale collective 
procurement arrangement. The 2018/19 scale fees will be £12,833 
lower than 2017/18. 

 
 

 

Iain McCulloch        
Chief Finance Officer 
Office of the Sussex Police & Crime Commissioner   
 

Peter Gillett  
Director of Finance 
Sussex Police 
 


