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LOCAL AUDIT AND ACCOUNTABILITY ACT 2014 - UPDATE

1.0 EXECUTIVE SUMMARY

1.1 The Local Audit and Accountability Act 2014 received Royal Assent on 
30th January 2014.  The Act abolishes the Audit Commission and 
establishes new arrangements for the audit and accountability of local 
public bodies.

1.2 This paper provides a summary of the Act, and subsequent 
developments in relation to the appointment of the external auditor on 
the advice of an Independent Auditor Appointment Panel.

1.3 Key points are:

 A decision has been taken by the Secretary of State to extend 
the current external audit contracts for one year.

 This means that the Council’s contract with Grant Thornton 
will cover the audit of the Council and Local Government 
Pension Scheme accounts up to and including 2017/18.

 The Act requires that relevant bodies appoint their auditor by 
31st December in the financial year before the financial year of 
the accounts the first audit will cover, ie by 31st December 
2017.

 Following the results of a Local Government Association 
survey where 58% of respondents voted for a national sector 
led body, work has started on reviewing the feasibility of this. 
This would negate the need for local authorities to establish 
their own auditor appointment arrangements. 

 Councils will have the option to join in with sector-led 
appointment arrangements or to opt out and undertake their 
own local appointments.  In this case, the auditor must be 
appointed by full Council on the advice of an Independent 
Auditor Appointment Panel.

 Panels may be shared across authorities.



2.0 POLICY POSITION, BUDGETARY AND EQUALITY 
IMPLICATIONS, AND LINKS TO COUNCIL PLAN

2.1 The external audit of the Council’s accounts is a statutory requirement 
and a key element of the Council’s Assurance Framework.  The 
Assurance Framework supports the delivery of all of the Council’s 
priorities and objectives through providing independent assurance to 
Members over the arrangements for governance, risk management, 
internal control and financial management and reporting.

3.0 RECOMMENDATION

3.1 Members are asked to note the report.

4.0 BACKGROUND

4.1 The Council’s current arrangement with Grant Thornton runs until 30th 
September 2018 following a recent decision by the Secretary of State to 
extend the current contracts by one year.  The last sets of financial 
statements (County Council & Local Government Pension Scheme) to be 
audited under the arrangement will now be those for the 2017/18 financial 
year.  The current external audit contracts are being managed nationally by 
Public Sector Audit Appointments Ltd (PSAA), an independent company 
established by the Local Government Association.

4.2 Key points from the Act in relation to auditor appointments

4.2.1 The Act abolishes the Audit Commission and establishes new arrangements 
for the audit and accountability of local authorities.

4.2.2 Relevant authorities are required to appoint an external and independent 
auditor on the advice of an independent auditor panel and to publish 
information about the appointment within 28 days of appointment.

4.2.3 The auditor must be appointed by 31st December in the financial year before 
the financial year that the audit relates to.  This means that Cumbria County 
Council will be required to appoint its auditor by 31st December 2017 for the 
audit of the accounts in relation to the financial year 2018/19.

4.2.4 The appointment may last for more than one year but a new appointment 
must be made at least once every five years.

4.2.5 Where the council operates executive arrangements (ie Leader or Mayor and 
Cabinet) it is the full Council, not the executive, which is required to appoint 
the auditor.

4.2.6 The Act requires that an audit of a relevant authority includes a value for 
money element (replicating the definition set out in existing legislation).



4.3 Potential future arrangements

Independent Auditor Appointment Panel

4.3.1 Section 9 of the Local Audit and Accountability Act 2014 establishes the 
“Requirement to have an Auditor Panel” and Schedule 4 highlights “Further 
Provisions about Auditor Panels”. 

4.3.2 The regulations cover the role and composition of the Auditor Panel which 
must be chaired independently and must comprise a majority of independent 
members.

4.3.3 The Act provides for flexibility in the arrangements to reflect local 
circumstances, for example joint working arrangements.  The Act allows for 
councils to appoint shared panels to advise on the auditor appointment for 
one or more authorities.  There is also the option for councils to utilise an 
existing committee providing it fulfils the requirements of the Act in relation to 
auditor panels.

4.3.4 There is a recognition that where appropriate, shared panels could generate 
economies of scale, minimise additional work and give a good opportunity to 
harness and utilise the skills and experience of a panel for the benefit of all 
participating organisations.  The Cumbria Chief Financial Officers Group is 
monitoring developments in relation to the Act and continues to consider 
opportunities for establishing joint panel(s) as necessary.

4.3.5 In addition, the North West Internal Audit Group has recently gauged interest 
in establishing arrangements across the North West region and concluded 
there is a high level of interest at the present time.  We will continue to 
monitor developments within the wider North West region and will report to 
Audit & Assurance Committee as appropriate.

4.3.6 The Department for Communities and Local Government has asked the 
Chartered Institute of Public Finance and Accountancy (CIPFA) to write 
guidance to support the establishment of auditor panels. It was initially 
expected this would be made available in autumn 2015, however there was 
scope for this timescale to be extended in the event that the current 
arrangements are extended, as indeed they now have been.

Opt in to joint procurement arrangements such as national sector-led body or 
bodies.

4.3.7 Following a Local Government Association survey which demonstrated 
support for a national sector-led appointment body, work is now being 
undertaken by Public Sector Appointments Ltd to establish the feasibility of 
such a body.  



4.3.8 A sector led body would need to be fully up and running by March 2017 to 
enable authorities to opt in in time for appointments to be made by December 
2017.  This would negate the requirement for the Council to establish its own 
Independent Auditor Appointments Panel.

4.3.9 The arrangements will be similar to the Audit Commission arrangements but 
will be voluntary; authorities will be invited to opt-in with 8 weeks to respond.

4.3.10 Organisations opting in will need to commit for the full term of the 
appointment, maximum 5 years.

4.4 Next Steps

4.4.1 Once the feasibility of a national sector-led appointments body has been 
established, a decision will need to be taken regarding whether to opt into 
national appointment arrangements.

4.4.2 If a sector-led body is not taken forward or if the Council decides not to opt in, 
then local arrangements will need to be in place to appoint an external; 
auditor by December 2017.  Consideration will continue to be given to 
establishing shared Auditor Appointment Panel with other local authorities as 
appropriate.  Guidance from CIPFA is expected to be available in time to be 
considered.

4.4.3 In order to fully inform the decision, it is anticipated that further updates will be 
brought to Audit & Assurance Committee as information becomes available 
regarding the establishment of a national procurement vehicle.     

Julie Crellin
Assistant Director – Finance (S151 Officer)
11th November 2015
APPENDICES

None

IMPLICATIONS

Staffing: none
Financial: none
Property: none
Electoral Division(s): none

Executive Decision No*

Key Decision No*

If a Key Decision, is the proposal published in the current Forward Plan? N/A*

Is the decision exempt from call-in on grounds of urgency? No*



N/A*If exempt from call-in, has the agreement of the Chair of the relevant 
Overview and Scrutiny Committee been sought or obtained?

No*Has this matter been considered by Overview and Scrutiny?
If so, give details below.

PREVIOUS RELEVANT COUNCIL OR EXECUTIVE DECISIONS
[including Local Committees]

No previous relevant decisions

CONSIDERATION BY OVERVIEW AND SCRUTINY

Not considered by Overview and Scrutiny

BACKGROUND PAPERS

No background papers
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