The role of external audit in the public sector
External audit is an essential part of the process of accountability for public money. It makes an
important contribution to the stewardship of public resources and the corporate governance of
public services. External auditors in the public sector give an independent opinion on public
bodies’ financial statements and may review, and report on, aspects of the arrangements put in
place by public bodies to ensure the proper conduct of their financial affairs and to manage their
performance and use of resources. Because of the special accountabilities attached to public
money and the conduct of public business, external audit in the public sector is characterised by
three distinct features:




auditors are appointed independently from the bodies being audited;
the scope of auditors’ work is extended to cover not only the financial statements, but also
aspects of corporate governance and arrangements to secure the economic, efficient and
effective use of resources; and
auditors may report aspects of their work to the public and other key stakeholders.

Statutory responsibilities and powers of appointed auditors
The statutory responsibilities and powers of appointed auditors are set out in the Audit
Commission Act 1998. In discharging these specific statutory responsibilities and powers, auditors
are required to carry out their work in accordance with the Commission’s Code of Audit Practice
(the Code).
Scope of the audit and auditors’ objectives
Because of the special accountabilities attached to public money and the conduct of public
business, the scope of external audit of NHS bodies is extended to cover not only the financial
statements, but also the audited body’s arrangements for securing economy, efficiency and
effectiveness in its use of resources. Auditors’ responsibilities in relation to the financial
statements are covered by professional auditing standards and so the Code focuses more on how
the wider range of functions of auditors appointed by the Commission should be carried out.
Auditors’ principal objectives are to review and report on, to the extent required by the relevant
legislation and the requirements of the Code, the audited body’s:



financial statements; and
arrangements for securing economy, efficiency and effectiveness in its use of resources.

Auditors should plan and carry out their audits to meet these audit objectives and comply with the
requirements of the Code. The appointed auditor is responsible for carrying out an audit that
meets these objectives. Auditors do not act as a substitute for the audited body’s own
responsibility for putting in place proper arrangements to ensure that public business is conducted
in accordance with the law and proper standards, and that public money is safeguarded and
properly accounted for and used economically, efficiently and effectively.

