AICPA Audit Committee Toolkit: Government
Fraud and the Responsibilities of the Audit Committee


Points to Consider When Engaging External Resources

Purpose of This Tool. The audit committee of a government organization may, on occasion, need the services of a professional consultant to fulfill its mission. This tool is intended to assist audit committees in understanding the process of engaging external resources when needed.
When selecting external resources for an engagement within the government organization, the audit committee should not only consider the education, training, and experience of the specialists and staff assistants actually performing the work, but it should determine that the service provider (1) maintains integrity and objectivity; (2) is free of conflicts of interest with respect to the members of the audit committee and the government organization; (3) has the expertise and resources necessary to do the work it is under consideration to do; and (4) has a reputation for reliability, among other considerations. The selection of external resources should also follow the procurement policy and procedures applicable to the government organization. 

Although the nature of every engagement will be different, the initial steps the audit committee (or its designee) should undertake when engaging external resources include the following:

1. Determine that the expert/adviser has the competence and experience to perform the requested service. Check references with other clients of the service provider.

2. Determine whether the expert/adviser has a conflict of interest with respect to the government organization. Such a conflict might arise if the expert/adviser has a relationship with the external auditor. Depending on the nature of the service to be offered, a conflict could arise if the expert/adviser has a relationship with a member of the governing body, elected officials or a member of the government organization’s management. Be aware of other potential conflicts of interest that may distract, or undermine, the work to be done.

3. Determine if the expert/adviser has sufficient resources to perform the work in the time frame specified by the audit committee.

4. Evaluate the scope of work to be performed and other issues, including the proposed plan for payment of fees and expenses.

5. Make sure all parties (including management and the expert/adviser) understand that the audit committee is the owner of the service relationship. Make sure that management understands that the expert/adviser is working on behalf of the audit committee and the audit committee expects management to be fully cooperative and forthcoming with respect to any information that may be requested. 

6. Determine the criteria that will be used to measure the expert/adviser work and document those criteria in an agreement with the service provider.

7. Follow the applicable procurement policy and procedures in obtaining the external resources. 
As with any relationship, communication and expectations management is important.
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