
AUDIT AND ASSURANCE COMMITTEE

Meeting date: 21st March 2016

From: ASSISTANT DIRECTOR, FINANCE 
(S151 OFFICER)

Paper
No.

LOCAL AUDIT AND ACCOUNTABILITY ACT 2014

1.0 EXECUTIVE SUMMARY

1.1 The Local Audit and Accountability Act 2014 received Royal Assent on 
30th January 2014.   The Act abolished the Audit Commission and the 
associated arrangements for appointing local authority external 
auditors and placed the responsibility on local authorities to appoint 
their own external auditor having taken account of the advice of an 
Independent Auditor Appointment Panel.  The new arrangements will 
need to be in place by no later than 31st December 2017.

1.2 Since the introduction of the Act, further developments have included 
the issuing of guidance for Local Authorities on establishing 
Independent Auditor Appointment Panels as well as work by the Local 
Government Association to establish a sector-led appointments body.  
Authorities will have the choice to opt in to such a body which would 
negate the requirement to establish an Independent Auditor 
Appointments Panel.

1.3 The Act requires that the appointment of the external auditor is a 
decision for full Council following advice from an Independent Auditor 
Appointment Panel.  Appointments to the Panel (if appropriate) are also 
a decision for full Council.  It is also anticipated that the decision 
whether to opt-in to a sector-led procurement exercise will also be 
required to be taken by Council, although the secondary legislation 
covering this has yet to be published. 

1.4 This paper provides a summary of the options available to the Council 
and makes a recommendation to Audit & Assurance Committee that 
the Council opts in to sector led procurement arrangements.



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 consider making a recommendation to full 
Council at the appropriate time, to opt in to sector led procurement of 
the Council’s External Auditor from 31st December 2017.  

4.0 BACKGROUND

4.1 The introduction of the Local Audit and Accountability Act in 2014 abolished 
the Audit Commission and the arrangements for appointing local authority 
external auditors.  The legislation placed the responsibility on local 
authorities to appoint their own external auditor having taken account of the 
advice of an Independent Auditor Appointment Panel.

4.2 The legislation includes specific criteria for the membership of an 
independent auditor appointment panel, but did not preclude authorities from 
joining together to share auditor panels.

4.3 The Council’s current external auditor is Grant Thornton, the appointment 
having been made by the Audit Commission.  This contract is now being 
managed by Public Sector Audit Appointments (PSAA) Ltd, an independent 
organisation set up by the Local Government Association to manage all 
existing auditor appointments.  The current arrangement benefits from 
significant reductions in audit fees compared with historic levels.  This is a 
result of a combination of factors; the closure of the Audit Commission and 
the fee rates negotiated with the accountancy firms in return for large 
regional shares of the public sector market.

4.4 Auditor appointments must be made by 31st December in the year before 
the financial year that the audit relates to.  For Cumbria County Council and 
the Cumbria Local Government Pension Fund, this means a new auditor 
must be appointed by 31st December 2017 to undertake the audit of the two 
sets of accounts for 2018/19.



4.5 Since the Act was introduced, there have been further developments 
through the Local Government Association and further guidance issued by 
CIPFA.  The appointment of an external auditor is a significant governance 
matter.

4.6 This paper sets out the developments and presents a range of options for 
consideration.

5.0 KEY DEVELOPMENTS SINCE THE INTRODUCTION OF THE 
LOCAL AUDIT AND ACCOUNTABILITY ACT.

5.1 Public Sector Audit Appointments Ltd is working on behalf of the LGA to 
develop a sector-led appointment body.

5.2 CIPFA Guidance has been issued setting out the range of options for 
establishing auditor panels for authorities that do not opt-in to sector-led 
arrangements.  The CIPFA guidance also explores the potential advantages 
and disadvantages of the various options; these are set out within this paper.

6.0 OPTIONS AVAILABLE FOR CONSIDERATION AND 
IDENTIFICATION OF A PREFERRED OPTION FOR CUMBRIA 
COUNTY COUNCIL

6.1 The CIPFA guidance very recently issued (in December 2015) sets out the 
following options available to the County Council.

6.2 Option 1 - Opt into any sector-led body that may be established as the 
appointing person under the Local Audit & Accountability Act.  Authorities 
opting in to such an arrangement will not need to establish an Independent 
Auditor Appointment Panel or undertake the procurement exercise. 

6.3 Option 2 - Do not opt in to a sector led body and establish an auditor 
panel to advise on the appointment of the external auditor.  If this is the 
preferred option, there are four options available:

a. Establish a separate and individual auditor panel solely for the County 
Council;

b. Set up a panel jointly with one or more other authorities;

c. Use an existing committee or sub-committee to act as the auditor 
panel (subject to compliance with the other provisions and regulations 
relating to auditor panels)



d. Ask another authority’s auditor panel to carry out the functions of the 
County Council

6.4 The options are set out in more detail below:

Option 1 – opt into a sector led-body

6.5 The LGA has established Public Sector Audit Appointments Ltd (PSAA); the 
organisation it considers best placed to be the sector-led body.  To act as a 
sector-led body, PSAA will need to be specified as an Appointing Person by 
the Secretary of State.  PSAA is currently working towards achieving this 
specification.

6.6 The date by which the Council will need to formally opt in to a sector led 
appointing person has not yet been finalised.  However PSAA intends to 
award contracts to firms by June 2017, giving six months to organise which 
firm is appointed to each individual local authority by 31st December 2017.  
They have indicated that this will require local authorities to advise of their 
intention to opt-in by September 2016 when they will start preparing tender 
documentation.

6.7 Whilst the secondary legislation covering collective procurement has yet to 
be published, the Government response to the 2014 consultation indicated 
that the decision to opt-in would be a Full Council decision.  The consultation 
response also reflected the potential role for audit committees in making a 
recommendation to Council about the decision. 

6.8 Possible advantages and disadvantages of this option are summarised 
below:

Possible Advantages Possible Disadvantages

 The costs of setting up the 
appointment arrangements and 
negotiating fees would be shared 
across all opt-in authorities

 By offering large contract values the 
firms would be able to offer better 
rates and lower fees than are likely to 
result from local negotiation

 Any conflicts at individual authorities 
would be managed by the SLB who 
would have a number of contracted 
firms to call upon.

 Individual elected members will 
have less opportunity for direct 
involvement in the appointment 
process other than through the 
LGA and/or stakeholder 
representative groups.

 In order for the SLB to be viable 
and to be placed in the 
strongest possible negotiating 
position the SLB will need 
Councils to indicate their 
intention to opt-in before final 
contract prices are known.



Possible Advantages Possible Disadvantages

 Offers the opportunity to set up a 
separate body that could act in the 
collective interests of the ‘opt-in’ 
authorities. 

Option 2a – establish an individual auditor panel for CCC

6.9 In order to make a stand-alone appointment the Council will need to set up 
an Auditor Panel. The members of the panel must be wholly or at least a 
majority members independent of the Council.  The Act states that 
independent members for this purpose are independent appointees, this 
excludes current and former elected members (or officers) and their close 
families and friends. The Council’s elected members will not have a majority 
input to assessing bids and choosing which firm of accountants to award a 
contract for the Council’s external audit.  The Act sets out that a new 
independent auditor panel established by the Council will be responsible for 
selecting the auditor and making a recommendation to full Council to make 
the final appointment.

6.10 If the Council chooses to appoint panellists to its own auditor panel, it would 
be required to take decisions on those appointments at full Council.

6.11 The possible advantages and disadvantages of this option are summarised 
below:

Possible Advantages Possible Disadvantages

 Council oversight of the 
process

 Fully bespoke contract with 
the auditor

 Tendering process more 
based on local 
circumstances (within EU 
procurement rules)

 May be difficulties in appointing majority 
independent panel members and 
independent panel chair as per the 
regulations

 Will need to ensure that panel members 
are suitably qualified to understand and 
participate in the panel’s functions

 Will have to cover panel expenses 
completely

 May not be able to procure at a lower 
cost, for example, depending on authority 
location, where there will be a risk of 
limited provider choice and a single 
authority contract may be less attractive 
to some providers



Possible Advantages Possible Disadvantages

 Risk that economies of scale would not 
be achieved

Option 2b - Joint panels

6.12 The Act enables the Council to join with other Authorities to establish a joint 
auditor panel. Again this will need to be constituted of wholly or a majority of 
independent appointees. Further legal advice will be required on the exact 
constitution of such a panel having regard to the obligations of each Council 
under the Act and the Council need to liaise with other local authorities to 
assess the appetite for such an arrangement.

6.13 If the Council chose to share an auditor panel with another authority, Cabinet 
on the advice of the Audit & Assurance Committee would need to be 
satisfied that the decision to do so has been taken on an informed basis and 
at a level considered appropriate by the Authority.  This decision making 
body is not prescribed in the legislation or the guidance.  This option, on 
initial consideration, appears complicated and will need careful 
consideration.

6.14 Operational arrangements will need to be taken into account in advance.  Eg 
one authority takes a nominated lead in establishing and running the panel 
or alternatively each authority separately recruits a share of the panel.

6.15 Authorities will need to decide whether to procure jointly in a single tender 
process (ie for a single contract covering all the participating authorities), or 
whether to procure separately for each authority.  Authorities could tender 
the requirements through lots which could be based on geographical 
location or for each individual local authority.

6.16 A joint auditor panel can advise on the procurement of audit contracts 
collectively across all the authorities and also on audit contracts to any 
subset of these.  The panel can also advise its authorities on whether joint or 
separate procurement is ideal for their circumstances.

6.17 The possible advantages and disadvantages of this option are shown below:

Possible Advantages Possible Disadvantages

 Shared administration, ie falls 
not solely on one Council as 
per option (a).

 Will be able to share 

If procuring a joint contract:

 Each Council involved may need to 
compromise on the arrangements or 
auditor contract, ie if a large group of 



Possible Advantages Possible Disadvantages
administration expenses

 May be easier to attract 
suitable panel members

If procuring a joint audit contract:

 May still be a relatively locally 
tailored process

 May be able to achieve some 
economies of scale

If procuring separate audit contracts:

 An opportunity for fully 
bespoke contracts with the 
auditor if the group of 
authorities can agree

authorities work together and decide 
to appoint one joint audit contract 
across all the authorities, a joint 
panel may be more likely to advise 
appointment of an auditor it 
considers suitable for all authorities 
taken together

 Need to agree appointment of 
members across multiple authorities 
and set up appropriate joint decision 
making process

Option 2c - Using an existing authority committee or sub-committee

6.18 This is most relevant where the audit committee already has an independent 
chair or independent members.

6.19 Terms of reference would need to be changed to include the responsibilities 
of an auditor panel and any existing legislation applicable to the committee, 
would not apply where it is acting as the auditor panel.  However, this option 
is not available to Cumbria County Council as it does not have an existing 
committee that fulfils the requirements of the Act.

Option 2d - Using the Panel of another authority

6.20 The Act allows for an authority to use the panel of another local authority to 
act as its own without having to create a joint panel.

6.21 This may be considered the most independent option as the panel members 
will have been selected entirely independently.  This also has the advantage 
of not having to go through the appointment process – although the 
commissioning authority will still have to ensure that the majority of panel 
members are independent of itself.

6.22 Commissioning authority will need to draw up a formal arrangement with the 
host authority that covers the functions to be carried out and include 
independence and confidentiality clauses as appropriate.



6.23 On initial consideration, the Joint Audit & Standards Committee of the Office 
of the Police & Crime Commissioner which is a participant of the Shared 
Internal Audit Service may offer this alternative, subject to appropriate due 
diligence to ensure full compliance with the legislation.

6.24 Possible advantages and disadvantages of this option are shown below:

Possible Advantages Possible Disadvantages

 The Council will not have to 
set up an auditor panel

 Arguably the most 
independent option for the 
authority using the host 
authority’s panel

 The panel may not understand the 
specific needs of the Authority

 May need to enter into a formal 
arrangement with the other authority

 Would be required to ensure that the 
auditee Council’s expectations are 
clear and can be considered in the 
development of the contract.

 May be more difficult to ensure 
adequate liaison with the authority’s 
own audit committee

7.0 RECOMMENDATION

7.1 Corporate Management Team has considered the potential advantages and 
disadvantages of each of the available options.  It is the view of CMT that 
given the value of the contract weighed against the resources that would be 
required to establish and service an Independent Auditor Appointments 
Panel, against a backdrop of continuing financial challenge and 
organisational change, this option may not deliver the best value for money 
for the Council.

7.2 It is therefore recommended that the Council indicates an intention to the 
LGA to opt in to a sector-led appointments body at such a time as one is 
established.  A recommendation would then be made on behalf of Audit & 
Assurance Committee to full Council at the appropriate time in line with the 
indication from DCLG that opting in will require a decision to be taken by the 
full Council.



Julie Crellin
Assistant Director – Finance (S151 Officer)
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