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Purpose of External Audit

Core Duties

The numbers Forms an opinion on whether the financial statements give a true and fair view of the financial position of the 
Authority and its expenditure and income for the period in question

Preparation, 
presentation 
and the 
accompanying 
narrative

Forms an opinion on whether the Statement of Accounts have been prepared properly in accordance with the 
relevant accounting and reporting framework as set out in legislation, applicable accounting standards or other 
direction

Value for 
Money

Plans and undertakes work to satisfy themselves that the Authority has put in place proper arrangements to 
secure economy, efficiency and effectiveness in its use of resources. In carrying out this work, the auditor is not 
required to satisfy themselves as to whether or not the audited body has actually achieved value for money 
during the reporting period.

Other Powers and duties

Considers whether to issue a public interest report concerning any matter that comes to the auditor's attention 
during the course of the audit, which they judge should be considered by the audited body or brought to public 
attention (Schedule 7 of the Act)

Gives electors the opportunity to raise questions about a local authority's accounts, and consider and decide 
upon objections received from electors in relation to the accounts (sections 26 and 27 of the Act)

Considers whether the authority should consider formally, and respond to in public, recommendations made in 
an audit report (Schedule 7 of the Act)

Considers whether to issue an advisory notice or to apply to the court for a declaration that an item of account 
is unlawful (sections 28 and 29 of the Act)

if they have reason to believe that unlawful expenditure has been or is about to be incurred by an authority 
apply for judicial review with respect to a decision of an authority or a failure of an authority to act, which it is 
reasonable to believe would have an effect on the accounts of that authority (section 31 of the Act).
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Forms an opinion on whether the financial statements give a true and fair view of the financial position of the Authority 
and its expenditure and income for the period in question

The External Audit

Risk

ScopeMateriality 

Plan

•Assess risks (internal and external)
•Understand relevant controls
•Estimate materiality
•Determine scope
•Plan response

Perform

•Test controls
•Test population analytically and investigate
•Select samples and agree to evidence
•Revisit plan and revise as necessary

Evaluate

•Evaluate the results of each test
•Aggregate the findings of all tests and look for patterns
•Revisit plan and revise as necessary

Conclude 
and report

•Form opinion
•Communicate conclusions to management
•Report to the Audit Committee
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Value for Money
Plans and undertakes work to satisfy themselves that the Authority has put in place proper arrangements to secure 
economy, efficiency and effectiveness in its use of resources. 

*The scope of external audit in this area is negative assurance
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What might I say

There are broadly five categories of opinion I can give:

Unmodified: Also known as unqualified or, sometimes, “clean”. This means that I concluded that the 
Statement of Accounts was free from material error

Emphasis of Matter: Occasionally referred to as “the Auditor’s Highlighter Pen”. Stops short of saying that the 
Statement of Accounts contains a material error however draws the reader’s attention to 
things that are particularly important

Modified “except for”: Also known as a qualified opinion. This is used where I conclude that there is material 
error somewhere in the accounts. The intention is to say, “things are free from material 
error except for…..”, could be a disagreement or a limitation of scope.

Modified “adverse”: Also a “qualified” opinion however much broader than the specifically focussed “except 
for” version.

Disclaimed Opinion: Effectively no opinion
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When things go wrong

Other Powers and duties

Considers whether to issue a public interest report concerning any matter that comes to the auditor's attention during the 
course of the audit, which they judge should be considered by the audited body or brought to public attention (Schedule 7 
of the Act)

Gives electors the opportunity to raise questions about a local authority's accounts, and consider and decide upon 
objections received from electors in relation to the accounts (sections 26 and 27 of the Act)

Considers whether the audited body should consider formally, and respond to in public, recommendations made in an 
audit report (Schedule 7 of the Act)

Considers whether to issue an advisory notice or to apply to the court for a declaration that an item of account is unlawful 
(sections 28 and 29 of the Act)

if they have reason to believe that unlawful expenditure has been or is about to be incurred by an audited body apply for 
judicial review with respect to a decision of an audited body or a failure of an audited body to act, which it is reasonable to 
believe would have an effect on the accounts of that body (section 31 of the Act).
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Questions?
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