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South Lakeland District Council 

Audit Committee 

1 December 2016 

APPOINTMENT OF EXTERNAL AUDITORS 

 

PORTFOLIO: not applicable 

REPORT FROM: Shelagh McGregor – Assistant Director (Resources) 
and Chief Finance Officer 

REPORT AUTHOR: Helen Smith – Financial Services Manager 

WARDS: Corporate issue 

KEY DECISION: not applicable 

 

1.0 EXPECTED OUTCOME 

1.1 This report considers the invitation to join a national procurement exercise to 
select and appoint External Auditors following the closure of the Audit 
Commission and the end of the transitional arrangements at the conclusion of 
the 2017/18 audits.  The Council will need to consider the options available to 
ensure new arrangements in time to make a first appointment by 31 
December 2017. 

2.0 RECOMMENDATION 

2.1 It is recommended that Audit Committee:- 

(1) recommend that Council on 15 December 2016 opt-in to the 
Sector Led Body approach for the appointment of External 
Auditors. 

3.0 BACKGROUND AND PROPOSALS 

3.1 The Local Audit and Accountability Act 2014 brought to a close the Audit 
Commission and established transitional arrangements for the appointment of 
external auditors and the setting of audit fees for all local government and 
NHS bodies in England. On 5 October 2015 the Secretary of State 
Communities and Local Government (CLG) determined that the transitional 
arrangements for local government bodies would be extended by one year to 
also include the audit of the accounts for 2017/18. 

3.2. The Council’s current external auditor is Grant Thornton, this appointment 
having been made under  a contract let by the Audit Commission. Following 
closure of the Audit Commission the contract is currently managed by Public 
Sector Audit Appointments Limited (PSAA), the transitional body set up by the 
LGA with delegated authority form the Secretary of State CLG. Over recent 
years the Council has benefited from reduction in fees in the order of 50% 
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compared with historic levels. This has been the result of a combination of 
factors including new contracts negotiated nationally with the firms of 
accountants, savings from closure of the Audit Commission and changes in 
the volume of work following the Council’s housing transfer. The Council’s 
current external audit fees are £56,000 per annum.  

3.3. When the current transitional arrangements come to an end on 31 March 
2018 the Council will be able to move to local appointment of the external 
auditor. There are a number of routes by which this can be achieved, each 
with varying risks and opportunities. These were considered by Audit 
Committee on 21 April 2016 and it was approved that the Council indicate its 
interest in opting-in to the Sector Led Body approach for the appointment of 
External Auditors.  This is likely to deliver the best value for money and will 
also avoid the requirement to set up an auditor panel made up wholly, or with 
a majority, of independent members as defined by the Act. (Independent 
members for this purpose are independent appointees, this excludes current 
and former elected members (or officers) and their close families and friends.)  

3.4 The Cumbria Chief Finance Officers considered these options at their meeting 
of 11 March 2016 and supported the sector led body. 

3.5 PSAA, the body set up by the LGA, has now been specified by the Secretary 
of State as the sector led body who will appoint external auditors for opted-in 
authorities for the five financial years from 1 April 2018, unless the Secretary 
of State chooses to terminate this role.  PSAA have sent a formal invitation for 
the Council to opt-in to the new arrangements.  This invitation is attached at 
Appendix 1.  

3.6 The decision to opt-in must be taken in accordance with the Local Audit 
(Appointing Person) Regulations 2015 which require Council rather than Audit 
Committee to make the decision.  It is intended that a report is taken to 
Council on 15 December 2016 to request approval of the decision to opt-in.  

6.0 ALTERNATIVE OPTIONS 

6.1 Alternative options were detailed in the report to Audit Committee on 21 April 
2016.  If the sector led body route is not approved then the Council will need 
to either make a stand-alone appointment or set up a Joint Auditor Panel 
under joint local procurement arrangements.  Both these options would 
require the recruitment and servicing of an Auditor Panel.  The Council have 
until December 2017 to make an appointment. In practical terms this means 
one of the options outlined in this report will need to be in place by spring 
2017 in order that the contract negotiation process can be carried out during 
2017. 

7.0 LINKS TO COUNCIL PRIORITIES 

7.1 Being efficient and transparent in our dealings with the public. 

8.0 IMPLICATIONS 

8.1 Financial and Resources 

8.1.1 Current external fees levels are likely to increase when the current contracts 
end in 2018.  
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8.1.2 If the Council does not opt-in to the national exercise then the cost of 
establishing a local or joint Auditor Panel will need to be estimated and 
included in the Council’s budget for 2016/17 and 2017/18. This will include the 
cost of recruiting independent appointees (members), servicing the Panel, 
running a bidding and tender evaluation process, letting a contract and paying 
members fees and allowances.  

8.1.3 Opting-in to a national exercise provides maximum opportunity to limit the 
extent of any increases by entering in to a large scale collective procurement 
arrangement and would remove the costs of establishing an auditor panel. 

8.2 Human Resources 

8.2.1 There are no direct Human Resources implications of this report. 

8.3 Legal 

8.3.1 Section 7 of the Local Audit and Accountability Act 2014 requires a relevant 
authority to appoint a local auditor to audit its accounts for a financial year not 
later than 31 December in the preceding year. Section 8 governs the 
procedure for appointment including that the authority must consult and take 
account of the advice of its auditor panel on the selection and appointment of 
a local auditor. Section 8 provides that where a relevant authority is a local 
authority operating executive arrangements, the function of appointing a local 
auditor to audit its accounts is not the responsibility of an executive of the 
authority under those arrangements; 

8.3.2 Section 12 makes provision for the failure to appoint a local auditor: the 
authority must immediately inform the Secretary of State, who may direct the 
authority to appoint the auditor named in the direction or appoint a local 
auditor on behalf of the authority.  

8.3.3 Section 17 gives the Secretary of State the power to make regulations in 
relation to an ‘appointing person’ specified by the Secretary of State.  This 
power has been exercised in the Local Audit (Appointing Person) Regulations 
2015 (SI 192) and this gives the Secretary of State the ability to enable a 
Sector Led Body to become the appointing person. 

8.4 Health, Social, Economic and Environmental   

Have you completed and Health, 
Social, Economic and Environmental 
Impact Assessment? 

Yes ☐ No ☒ 

If yes, please confirm that it is 
attached to the report in the 
appendices. 

Yes ☐ No ☐ 

If you have not completed an Impact 
Assessment, please explain your 
reasons. 

The procurement of external auditors 
is a corporate governance issue and 
has no direct social, economic and 
environmental impacts.   
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8.5 Equality and Diversity 

Have you completed an Equality 
Impact Analysis? 

Yes ☐ No ☒ 

If yes, please confirm that it is 
attached to the report in the 
appendices. 

Yes ☐ No ☐ 

If you have not completed an 
Equality Impact Analysis, please 
explain your reasons. 

The procurement of external auditors 
is a corporate governance issue and 
has no direct equality and diversity 
impacts. 

8.6 Risk 

Risk Consequence Controls required 

The Council has no 
external auditors 
appointed by December 
2017 

Failure to meet statutory 
requirement; loss of 
reputation; requirement 
by Secretary of State to 
appoint external 
auditors. 

There is no immediate 
risk to the Council, 
however, early 
consideration by the 
Council of its preferred 
approach will enable 
detailed planning to take 
place so as to achieve 
successful transition to 
the new arrangement in 
a timely and efficient 
manner. 
Opting-in will enable the 
LGA to invest in 
developing appropriate 
arrangements to support 
the Council. 
 

 

CONTACT OFFICERS 

Report Author – Helen Smith, Financial Services Officer, 01539 793147, 
h.smith@southlakeland.gov.uk 

APPENDICES ATTACHED TO THIS REPORT  

Appendix No.  

1 Appointing an external auditor – Information on the national 
scheme (PSAA) 
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BACKGROUND DOCUMENTS AVAILABLE 

Name of Background 
document 

Where it is available  

Audit Committee Update on 
Arrangements for External 
Audit 21 April 2016 

http://tinyurl.com/jv6e3c6 

 

 

TRACKING INFORMATION 

Assistant 
Director 

Portfolio 
Holder 

Solicitor to the 
Council 

SMT Scrutiny 
Committee 

11/11/16 n/a 11/11/16 11/11/16 n/a 

Executive 
(Cabinet) 

Committee Council Section 151 
Officer 

Monitoring 
Officer 

n/a 1/12/16 n/a 11/11/16 11/11/16 

Human 
Resource 
Services 
Manager 

Leader 

 

Ward 
Councillor(s) 

 

  

n/a n/a n/a   
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