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JOINT INDEPENDENT AUDIT COMMITTEE
18 OCTOBER 2016

	SUBJECT
	APPOINTMENT OF EXTERNAL AUDITORS FOR 2018/19 AUDIT

	REPORT BY
	ACTING FORCE CHIEF FINANCE OFFICER 

	CONTACT OFFICERS
	GILLIAN HOLDER, ACTING CHIEF FINANCE OFFICER
TEL: 01522 558187

	SUMMARY AND PURPOSE OF REPORT
To provide the committee with the plan for appointing the external auditor by 31 December 2017 for the 2018/19 financial year audit, and provide information on auditor panels.

	RECOMMENDATION
	That the Committee note the plan.



A.	SUPPORTING INFORMATION

1. Introduction
The purpose of this report is to set out the plan and required considerations in order to have an external auditor appointed by 31 December 2017. 

2. Background

2.1 The Local Audit & Accountability Act 2014 abolished the previous audit regime, and the Audit Commission closed on 31 March 2015. Since then Lincolnshire has had a contract with KPMG as the appointed External Auditor.

2.2 The current contract with KPMG is up to and including the audit of the 2017/18 financial year.

2.3 The Police & Crime Commissioner (PCC) for Lincolnshire is required to appoint their own External Auditor by 31 December 2017, for the 2018/19 financial year onwards, and then make a further appointment of a local auditor at least once every 5 years. 

2.4 The local auditor appointed must be eligible for appointment in accordance with the Local Audit & Accountability Act 2014.

3. Realistic options as at October 2016

3.1 Re-appoint the existing external auditor, KPMG.

3.2 Use an existing government or public sector framework.


3.3 Opt into a sector-led body who may be established to fulfil the ‘appointing person’ role, with the PCC accepting the appointment by December 2017. The PCC for Lincolnshire has registered interest in The Local Government Association and with Public Sector Audit Appointments (PSAA) via PACCTS as sector-led bodies. Opting into a sector led body would mean the body would make the appointment on behalf of the PCC, and there would be no requirement for an Auditor Panel.

3.3.1 	PSAA have issued further information in that they plan to issue opt in invites in November 2016, for sign up by January/February 2017, and plan to award contracts in June 2017.

3.4 Stand-alone tender, where Lincolnshire would carry out their own procurement process.

4. Key Dates

4.1 PCC decision will be required on the preferred option by January 2017 latest. 

4.2 If 4.1 above does not involve a sector-led body, a PCC decision will be needed in January 2017 to determine how an Auditor Panel will be established. (See options in section 5 below).

4.3 If a stand-alone procurement is chosen it will need to commence in April 2017. 

4.4 If 4.1 above does not involve a sector-led body, the PCC will need to appoint the external auditor for both PCC and CC accounts in December 2017.

4.5 If 4.1 is to opt into a sector-led body, the timetable and process will be directed by that body, with a view to appointing in December 2017.

4.6 The PCC must publish specific information in accordance with The Local Audit & Accountability Act 2014 (Part 3), within 28 days of the appointment.

5. Auditor Panel

5.1 	An auditor panel is only required to be established if the PCC decides not to opt into a sector-led body.

5.2 	There are four main options for establishing an Auditor Panel:

· establish a separate and individual auditor panel, solely for the PCC 
· set up a panel jointly with one or more other authorities 
· 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) 
· ask another authority’s auditor panel to carry out the functions for the PCC. 

5.3 	The minimum number of members a panel must have is three. There must be a majority of independent members as well as an independent chair. Specific regulations clarify how independence is to be defined for the purposes of auditor panels, and panel members should have a certain level of specific knowledge and experience. (see Appendix A)
5.4 	Panel members may be paid an allowance and reasonable expenses, this is for the PCC to determine, and would be in decided in January 2017 along with the decision to have an auditor panel if applicable.

5.5 	The auditor panel must advise the authority on: 

· the selection and appointment of the auditor 
· whether the authority should adopt a policy on obtaining non-audit services from the auditor, including the contents of such a policy 
· any proposal by the authority to enter into a liability limitation agreement
· maintaining an independent relationship with its auditor 
· the outcome of any investigation of an auditor’s resignation from office, if this occurs, or on any proposal to remove a local auditor from office. 

5.5.1 	The PCC would need to provide administrative/secretariat support as well as direct officer support in the form of providing advice on certain areas both during and outside of panel meetings. 

5.5.2 	Where an audit committee exists, there may be some overlap between the auditor panel and the committee. There are specific issues to bear in mind whether the panel and committee are separate, or where an existing audit committee undertakes to fulfil the statutory auditor panel role. 

5.6 	Further information will be provided should the establishment of an auditor panel be required.

B.	FINANCIAL CONSIDERATIONS

None at this stage. Financial considerations will be part of the procurement process in the future.

C.	LEGAL AND HUMAN RIGHTS CONSIDERATIONS
None

D.	PERSONNEL, EQUAL OPPORTUNITIES AND DIVERSITY ISSUES
	(Including any impact or issues relating to Children & Young People)

	None

E.	REVIEW ARRANGEMENTS

The JIAC will be kept up to date with progress. 

F.	RISK MANAGEMENT

The advance planning is currently managing the risk of not meeting the deadline to appoint an external auditor. 

G.	PUBLIC ACCESS TO INFORMATION

Information in the report along with any supporting material is subject to the Freedom of Information Act 2000 and other legislation.


Extract from CIPFA’s GUIDE TO AUDITOR PANELSAppendix A


INDEPENDENCE 
3.7 	The Independence Regulations amend the Act and clarify further how independence is to be defined for the purposes of auditor panels. 
3.8 	The main areas through which independence may be impaired are where the panel member has: 
· previous involvement within the last five years as a member or officer with the authority or another, connected authority or an officer or employee of a connected entity 
· a relationship (familial or friendship) with a member or officer of the authority or a connected authority or with an officer or employee of a connected entity 
· a contractual (commercial) relationship with the authority – either as an individual or via a body in which the panel member has a ‘beneficial interest’, and 
· a possible conflict of interest through being a prospective or current auditor of the authority or, within the previous five years, is or has been: 
· an employee of such a person 
· partner in a firm, or 
· director of a body corporate
which is a prospective or current auditor of the authority at the given time.

KNOWLEDGE AND EXPERIENCE 
3.15   	An effective panel composition not only takes into account the independence of its members, but also considers their skills and abilities. There is a wide range of knowledge and experience that members can bring to a panel and that will enable it to perform effectively. No one panel member would be expected to be an expert in all areas, but there may be some core areas of knowledge that members will need to acquire. 
3.16      In addition, there are also specific skills that the panel chair will need. Many of these skills are not unique to the role of auditor panel chair and experience in other positions or non-executive roles should have helped to build these skills. 
3.17      Evidence of appropriate skills and knowledge should be sought when appointing members to the panel, particularly for independent members whose skills may not already be known to the authority.
GUIDE TO AUDITOR PANELS 
3.18 	The following list sets out some key areas in which at least some general knowledge and experience will be desirable in a panel member: 
a. local authority finance 
b. accountancy (public sector or commercial) 
c. audit processes and regulation (public or private sector, external/local audit or internal audit), including more specifically, 
d. the role and responsibilities (statutory duties) of a local public auditor in local government. 
3.19	Other useful knowledge and experience may include knowledge of the authority itself; local government governance arrangements; the role and operation of the auditor panel; procurement; values of good governance and ethics; and law. 

3.20 	Authorities can tailor these lists to their own local circumstances. They may also wish to distinguish between core areas of knowledge that all panel members should seek to acquire and a range of specialisms that can add value to the panel. 
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