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South Lakeland District Council 

Audit Committee 

26 July 2017 

UPDATE ON 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 updates the Audit Committee on the process 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 proposals from Public Sector Audit 
Appointments Ltd at the September 2017 meeting of Audit Committee.   

2.0 RECOMMENDATION 

2.1 It is recommended that Audit Committee note the progress made in the 
selection and appointment of External Auditors by Public Sector Audit 
Appointments Ltd. 

3.0 BACKGROUND AND PROPOSALS 

3.1 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.  

3.2 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 Council in 
December 2016 and it was decided the Council would opt-in to the Sector Led 
Body approach for the appointment of External Auditors.   

3.3 PSAA have carried out a tendering process and have awarded contracts 
covering six lots for a five year period commencing with the audit of accounts 
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for 2018/19.  PSAA has an option to extend the contracts for a further two 
year period, to a total of seven years, if it chooses to do so. Aggregate 
savings are expected to exceed £6m per annum, equivalent to a reduction of 
approximately 18% in the scale fees payable by local bodies. 

3.4 For each firm awarded an audit contract, PSAA will put together a balanced 
portfolio of proposed appointments during July 2017. Firms will need to 
confirm the position on independence issues for each opted-in body, before 
PSAA consult audited bodies on proposed appointments.  Within the overall 
context of developing auditor appointments that represent value for money, 
PSAA will have regard to the following six principles approved by the PSAA 
Board: 

1. ensuring auditor independence; 

2. meeting our contractual commitments; 

3. accommodating joint/shared working arrangements where possible; 

4. ensuring a blend of authority types for each audit firm; 

5. taking account of a firm’s principal locations; and 

6. providing continuity of audit firm, if possible. 

The primary consideration in allocating proposed appointments to individual 
opted-in bodies will be ensuring independence, and then balancing the 
remaining principles. PSAA’s stakeholder advisory panel has confirmed its 
support for these principles. 

3.5 PSAA will begin the process of consulting audited bodies on proposed 
appointments in August 2017, allowing five weeks for the consultation (14 
August to 22 September).  This consultation will be included on the agenda of 
the next meeting of Audit Committee on 20 September 2017.  Where a body 
accepts the appointment PSAA have proposed, no further action is needed. 
The PSAA Board will consider all the 2018/19 appointments for approval at its 
meeting in December 2017, and confirmation letters will then be sent to opted-
in bodies. 

3.6 PSAA recognise that in some instances there could be valid reasons why the 
proposed firm may not be appointed. Opted-in bodies will therefore have the 
opportunity to make representations on the proposed appointment. Although 
the timetable is very tight for this appointments exercise, two opportunities 
have been provided for bodies to make representations (16-27 October, and 
10-24 November). 

3.7 Where an audited body objects to their proposed auditor appointment, it 
should set out in writing the reasons why the appointment should not be 
made.  Representations will be considered carefully and a formal response 
made in each case, whether accepted or rejected. Bodies whose 
representations are not accepted will have one final opportunity to make 
representations to the Board, providing any additional information they may 
wish to present to support their case. 
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6.0 ALTERNATIVE OPTIONS 

6.1 This report updates Audit Committee on the progress to date.  Alternative 
options were detailed in the report to Audit Committee on 21 April 2016.  Audit 
Committee will be consulted on the proposed auditor appointment at the 
meeting of 20 September 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 PSAA suggest that current external fees levels are likely to reduce when the 
current contracts end in 2018 by around £18%.  Further details will be 
reported to Audit Committee when announced by PSAA. 

8.1.2 The six contracts to be awarded were announced by PSAA as: 

 Lot 1 (value: approx. £14.4 million per audit year) awarded to Grant 

Thornton LLP; 

 Lot 2 (value: approx. £10.9 million per audit year) awarded to EY LLP; 

 Lot 3 (value: approx. £6.6 million per audit year) awarded to Mazars LLP; 

 Lot 4 (value: approx. £2.2 million per audit year) awarded to BDO LLP; 

 Lot 5 (value: approx. £2.2 million per audit year) awarded to Deloitte LLP; 

and 

 Lot 6 (value not pre-determined) awarded to a consortium of Moore 

Stephens LLP and Scott-Moncrieff LLP. 

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.  
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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 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.   

 

8.5 Equality and Diversity 

Have you completed an Equality 
Impact Analysis? 

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. 
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CONTACT OFFICERS 

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

APPENDICES ATTACHED TO THIS REPORT  

Appendix No.  

None  

 

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 

 

Council Appointment of 
External Auditors 15 
December 2016 

http://tinyurl.com/sgohzbe  

 

TRACKING INFORMATION 

Assistant 
Director 

Portfolio 
Holder 

Solicitor to the 
Council 

SMT Scrutiny 
Committee 

3/7/17 n/a 3/7/17 3/7/17 n/a 

Executive 
(Cabinet) 

Committee Council Section 151 
Officer 

Monitoring 
Officer 

n/a 3/7/17 n/a 3/7/17 3/7/17 

Human 
Resource 
Services 
Manager 

Leader 

 

Ward 
Councillor(s) 

 

  

n/a n/a n/a   
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