
 

Benefits of Having an External Audit 

Over the last few years the thresholds above which a company is required to have its financial 

statements audited have continued to increase, meaning fewer companies are legally required to 

have their financial statements audited. 

Despite the increased thresholds, however a significant number of companies continue to choose 

to have an annual external audit carried out on their financial statements. Why is this? In this article, 

Jeremy Chittleburgh, Audit Partner at Chiene + Tait LLP outlines the benefits of choosing to have 

an independent audit and how the process could assist with future growth.  

Ultimately, shareholders and directors see the positive value in having their financial statements 

audited. What this value is depends on the circumstances of the individual business in question; 

however, there are a many tangible benefits to having externally audited financial statements. 

Assurance for external funders 

Banks and other funding providers place significant value on independently audited financial 

statements. In many cases lenders require companies to have an independent audit as a condition 

of loan agreements. If an organisation is seeking to obtain new loan funding, a history of audited 

financial statements can provide an unparalleled level of assurance to prospective lenders, which 

may make the difference in whether or not a loan is agreed and the terms of that loan. 

Assurance for shareholders and directors 

Many SMEs devolve their day to day running to one or two directors on behalf of the shareholders. 
An independent review of the financial statements can provide great comfort to both directors and 
shareholders, without putting undue strain on personal relationships. Recommendations made by 
an impartial auditor can validate why the right key decisions are made by a director, whilst fellow 
shareholders will have confidence that an independent review will keep the board and the business 
on the right track. 



 

Assurance for prospective investors 

Consider a case where a business is seeking to grow by way of external investment, or where 
shareholders intend to sell the business. Like a bank, an investor will place a much higher value on 
accounts that have been externally audited, compared to those that have not. 
 
If an investor has a number of potential companies in which to invest, those with a history of audited 

accounts may prove more attractive than those without. 

Tendering for a contract 

Take, for example, a company seeking to supply services to a body such as a local council, a 

university or the NHS. The procurement policy will require a tender process to take place. In a 

significant number of cases, a higher weighting or score will be attributed to audited accounts 

compared to unaudited accounts. The higher score may be the difference between winning the 

contract or not.  

The process of audit 

The process of audit enables the auditor, as an independent third party to provide advice or 

suggest improvements, based on what they have encountered or experienced during audit work. 

This advice might range from identifying weaknesses in accounting systems, to how well or not that 

internal controls operate, reducing the risk of fraud to guidance on future changes in legislation that 

might impact on the business. 

Deterrent to fraud 

As is regularly reported in the press, that there are individuals who seek to commit fraud in the 

workplace, most commonly by misappropriation of funds or assets, and the results of that theft can 

be significant. Where an employee who, for example, has set up fake suppliers to whom payments 

are made, then pocket the funds, knows that an audit of the financial statements will take place, 

they may be less likely to embark on such a fraud. Knowing that someone will pay particular 

attention to their specific area of work can be a powerful deterrent to this type of behaviour. 

Whatever the reason for having one, an audit undoubtedly enhances the credibility and reliability of 

financial statements for shareholders, customers, suppliers, investors, potential purchasers of the 

company and HMRC. There are, as outlined above, many positive tangible benefits so if you would 

like more information on how to get the most from your audited financial statements, or to discuss 

your audit requirements, please contact Jeremy at jeremy.chittleburgh@chiene.co.uk or call 0131 

558 5800. 
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