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9 November 2011 

Direct line 0844 798 2351 Inquiry Manager 
Statutory Audit Services Market Inquiry 
Competition Commission 
Victoria House 
Southampton Row 
London 
WC1B 4AD 
 

  

Dear Sir/Madam 

Audit services market inquiry 

I am writing on behalf of the Audit Commission (the Commission) in response to the 
Competition Commission’s (CC) invitation to submit evidence to inform the CC’s inquiry into the 
audit services market. 

The Commission previously wrote to the Office of Fair Trading (OFT) in response to its invitation 
for comments on its proposed referral of the audit services market to the CC.  I enclose a copy 
of our letter for information.   

My purpose in writing to you is to provide further information that might be helpful to the inquiry’s 
consideration of one of the potential remedies in the OFT’s decision document: 

Handover processes between outgoing and incoming auditors: A common way for 
outgoing auditors to transfer key information about a client to incoming auditors might be 
one way to reduce the cost of switching auditor. 

The Commission appoints external auditors to around 10,000 local public bodies in England. 
Appointed auditors are either individuals from within the Commission’s in-house audit practice 
or accountancy firms.  The Commission has considerable experience of procuring audit services 
from the market and facilitating the handover of audits between suppliers.  We are currently 
managing a significant procurement exercise that will lead to the transfer of all audits currently 
undertaken by individuals our in-house practice to accountancy firms.  This will lead to a large 
number of handovers of audits to new suppliers at the end of October 2012. 

To facilitate effective handovers the Commission specifies arrangements in its Standing 
Guidance to auditors, which forms part of their terms of appointment and is contractually binding 
on firms.  These arrangements are designed to ensure that incoming auditors are able to have 
access to information from outgoing auditors that will help them to plan and perform their audits 
effectively. We believe that it would be possible to develop similar standardised arrangements 
within the profession to help support handovers between auditors in other sectors.   
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I enclose a copy of the relevant part of our Standing Guidance which sets out these 
arrangements, and I would be happy to discuss with you how these work in practice if that 
would be helpful to your inquiry. 

Yours faithfully 
 

 
 
Martin Evans 
Managing Director, Audit Policy 
 

 

Enclosures 

1) Audit Commission letter dated 6 September 2011 to the OFT on its proposed referral of the 
statutory audit services market 

2) Extract from Audit Commission Standing Guidance 

 

 


