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Executive Summary

1. Introduction

In June 2007 CIPFA published Delivering Good Governance in Local 
Government: Framework, which is based on the Good Governance Standard for 
Public Services drawn up by the Independent Commission on Good Governance 
in Public Services established by CIPFA and the Office for Public Management in 
partnership with the Joseph Rowntree Foundation.  

Local authorities are required to review their governance arrangements against 
the Governance Framework and prepare an Annual Governance Statement which 
publicly reports the effectiveness of the authority's governance arrangements.

An effective Audit Committee is a cornerstone of good governance.  The outcome 
of its work can demonstrate to stakeholders that the Council's affairs are being 
conducted in an environment of openness, honesty and integrity.  The main 
objective of the Audit Committee is to independently contribute to the assurance 
framework that an effective internal control system is maintained.

The Audit Committee should support the Council and the s151 Officer, and the 
Monitoring Officer, by reviewing the comprehensiveness of assurances in meeting 
the Council and s151 Officer’s assurance needs and reviewing the reliability and 
integrity of those assurances.

2. Objective and scope of the review

The objective of the review was to provide assurance to the Audit Committee that 
they are undertaking their work in accordance with their own terms of reference, 
and best practice. In undertaking this review we considered the following key 
areas:

 Structure and role;
 Membership;
 Meetings;
 Internal Audit Process;
 External Audit Process;
 Fraud and Internal Control;
 Financial Reporting;
 Risk Management; and
 Administration



3. Approach

The approach to the review has been to update on the 2010-11 detailed review and 
follow-up the status of any recommendations from that review.  This approach is 
considered appropriate given there were no significant changes to Committee 
membership or the terms of reference in the current financial year.

4. Summary of Findings
The Audit Committee has addressed many of the findings from the previous review, 
specifically:

 The workplan has been redesigned to demonstrate how the Audit Committee 
is discharging its responsibilities;

 Member briefings occurred in the municipal year in relation to fraud and 
corruption for all members.  E-learning is available to members which 
incorporates the Counter Fraud framework.

 Assurances were provided to the Audit Committee upon presentation of the 
accounts regarding estimates and judgments used in the Statement of 
Accounts.

 The Audit Committee now receives quarterly reports on recommendations 
not implemented for priority one recommendations (high risk)

 The Audit Committee also receives quarterly information on risk 
management

 The Audit Committee receives the Annual Audit Plan which discusses the 
risks to the Council

 The Committee provided their training needs where appropriate and this was 
fed into the Member Training programme led by Corporate Governance.

There were some areas of best practice that the Audit Committee can work towards 
demonstrating in the future:

 Producing a formal Annual Report describing the work of the Audit 
Committee and the outcomes it has achieved; and

 When necessary determining an induction process for new members.

5. Conclusions
The Audit Committee has continued to effectively meet the requirements of its 
terms of reference and key elements of the CIPFA Delivering Good Governance in 
Local Government Framework. 

.



Key Findings

Structure and Role
Why is this important?
The Audit Committee has a particular role to play in understanding and reviewing the work 
of Internal Audit, the work of External Audit, and financial reporting.

The structure and role of the Audit Committee must also be clearly set out within the overall 
governance framework to prevent misinterpretation of roles.  For example, the focus of 
audit committees should be overseeing financial processes, audit and risk management, 
whilst standards committees should ensure and promote good ethical conduct.

Is the Audit Committee's structure and role suitably set out to ensure the 
Committee is able to discharge its responsibilities effectively?

Recommendation 2010-11 Update

The workplan for 2011-12 needs to be 
devised to ensure that the reports presented 
to the Committee enable it to discharge its 
responsibilities appropriately.

Implemented

The workplan was significantly reworked to 
ensure that each element of the terms of 
reference had a suitable report discharging 
the Committee’s responsibility.

The Audit Committee should produce an 
Annual Report for full Council to ensure it 
has fulfilled its role appropriately, met its 
objectives for the year, and summarises the 
key issues for the year.

Not Implemented

An Annual Report was not produced, 
however details of the Committee’s work 
has been discussed at Full Council.

Best Practice Recommendations
Produce a statement of purpose that clearly 
states their interpretation of the role of the 
Audit Committee and identifies its position in 
the overall governance framework, which 
could also prove a useful reference tool for 
new members to the Audit Committee.

Partially Implemented

The Terms of Reference acts as a 
statement of purpose, however this would 
be something the Committee would explore 
with the addition of new members.



Membership

Why is this important?

The Audit Committee must be independent and non-political.  Each member should 
understand the Council's strategy and objectives to suitably contextualise their work.
The Chair of the Audit Committee is responsible for Audit Committee effectiveness, and 
members should collectively have the necessary business, reporting, auditing and 
governance skills to fulfil their responsibilities.   At least one member should have 
significant, recent and relevant financial experience.

Is the Audit Committee suitably independent and objective and does each 
member have a good understanding of the objectives, priorities and risks of 
the organisation, and of their role on the Audit Committee?

Recommendations

Recommendation 2010-11 Update

Best Practice Recommendations
To improve the effectiveness of the Audit 
Committee the Chairman could consider:

 timings of agenda items to ensure 
that all items receive appropriate 
consideration for decision making;

 having an information pack to 
cascade to new members

Implemented

Timings of the Audit Committee have been 
addressed in the 2011-12 schedule of 
meetings, for example CAFT reports have 
been considered at the start of the agenda 
to ensure enough challenge has been 
provided.

Meetings

Why is it important?

Meetings should be held often enough to consider the annual work programme of the Audit 
Committee and time should be allocated to agenda items according the level of risk and 
importance to the Committee.  The Audit Committee should be provided with appropriate 
support to enable it to be effective.  

The Audit Committee must be non-political.  The role of the Audit Committee is not to 
review or revisit policy.

Are the Audit Committee meetings suitably structured, supported, and 
efficient?

Recommendation 2010-11 Update

Best Practice Recommendations
The Chairman could, within the pre-
meetings, discuss with report authors the 
expected time it should take to consider 
each item.

Implemented

The Chairman meets with report authors 
prior to each meeting and considers the 
timing of these reports, however is mindful 



that the debate continues until all members 
are satisfied with the outcome of the 
discussions.

Internal Audit Process

Why is it important?

Internal Audit provides objective assurance that the Council's risk management framework 
and systems of internal control are operating effectively and efficiently.  The Internal Audit 
plan needs to reflect current priorities and plans to ensure suitable controls are in place to 
help the Council achieve its objectives.

The Audit Committee should review and understand the role of Internal Audit, its Annual 
Plan, and overall effectiveness of Internal Audit.

Does the Audit Committee have sufficient understanding of the role of Internal Audit 
and suitable assurance arrangements in place to ensure that internal audit is 
operating efficiently, effectively and delivering value for money?

Recommendation 2010-11 Update

Best Practice Recommendations
The Committee should consider whether the 
Annual Audit Plan provided the necessary 
areas for their assurances processes.

Implemented

The Committee reviewed the Annual Plan 
for the 2011-12 year and considered the 
areas under review.

External Audit Process

Why is it important?

External audit is an essential part of the process of accountability for public money.  It 
makes an important contribution to the stewardship of public resources and the corporate 
governance of public services. External auditors in the public sector give an independent 
opinion on public bodies’ financial statements and review, and report on, aspects of the 
arrangements put in place by public bodies to ensure the proper conduct of their financial 
affairs and to manage their performance and use of resources.

The Audit Committee should ensure that a professional relationship is maintained between 
Internal and External audit so that lines of reporting can be used effectively and duplication 
of effort is avoided.

Does the Audit Committee have sufficient understanding of the role of External Audit 
and suitable assurance arrangements in place to ensure that external audit is 
operating efficiently, effectively and delivering value for money?

Recommendation 2010-11 Update

Best Practice Recommendations
To improve its effectiveness the Audit 
Committee may want to consider introducing 

Implemented

The workplan includes the reports that will 



similar performance measures surrounding 
efficiency and effectiveness that are in place 
for internal audit.

be presented by external audit.

Fraud and Internal Control

Why is it important?

The Audit Committee has an important role in overseeing the reporting and investigation of 
suspected or actual fraud or impropriety and that effective whistleblowing arrangements are 
in place.

In addition, the Council is required to produce a meaningful Annual Governance Statement.
Is the Audit Committee effectively monitoring and reviewing the internal control 
environment, including fraud and corruption?

Recommendation 2010-11 Update

The Committee should consider a member 
briefing on the fraud and whistleblowing 
arrangements and the internal control 
environment, this could coincide with its 
assessment of the Annual Governance 
Statement.  Or if a briefing is not appropriate 
the CAFT are devising an e learning tool to 
cascade fraud arrangements to staff which 
could be extended to Audit Committee 
members.

Implemented

Member briefings were included on CAFT 
matters to all members in November (non 
compulsory).  The Committee also has 
access to the e-learning tool incorporating 
the Counter Fraud framework.

Financial Reporting

Why is it important

The Council’s financial statements are an essential means by which It accounts for the 
stewardship of resources and its financial performance in the use of those resources.

The Audit Committee should review the significant financial reporting issues and 
judgements made in connection with the preparation of the Council's financial statements 
and related formal statements (e.g. summary accounts).

It is management’s, not the Audit Committee’s, responsibility to prepare complete and 
accurate financial statements and disclosures in accordance with financial reporting 
standards and applicable rules and regulations.  However the Audit Committee should 
consider significant accounting policies, any changes to them and any significant estimates 
and judgements. 

Management should inform the Audit Committee of the methods used to account for 
significant or unusual transactions where the accounting treatment is open to different 
approaches.  Taking into account the external auditor’s view, the Audit Committee should 
consider whether the Council has adopted appropriate accounting policies and, where 
necessary, made appropriate estimates and judgements.  The Audit Committee should 



review the clarity and completeness of disclosures in the financial statements and consider 
whether the disclosures made are set properly in context.

The Audit Committee should also ensure that the systems for financial reporting to the full 
Council, including those of budgetary control, are subject to review as to completeness and 
accuracy of the information provided to the full Council and its committees.

The Audit Committee needs to ensure it does not become involved in any details that 
should be dealt with more properly by the s151 Officer, accountable officers, or other 
relevant committee.
Does the Audit Committee perform a suitable role in the financial reporting process 
to ensure that the financial statements of the Council accurately reflect the financial 
affairs of the Council for the reporting period?
Recommendation 2010-11 Update

The Committee should ensure that it 
receives assurances from both external 
auditors and officers regarding estimates 
and judgments, this may be in the form of a 
short presentation or inclusion within the 
External Auditor’s report to those charged 
with governance on those high risk areas 
and what procedures were carried out to 
satisfy themselves they are accurately 
stated.

Implemented

The Committee in 2011-12 received 
assurances from the external auditors and 
officers regarding estimates and judgments.

Best Practice Recommendations
To ensure that the Audit Committee can 
effectively challenge the Financial 
Statements there should be a thorough 
review of the accounting policies at the June 
meeting alongside presentation of the 
accounts. Although accounting policies have 
already been viewed by the Committee at 
the December meeting, it is important that 
these are agreed alongside the accounts. 
This could be a particular area that the 
independent members will be key strength 
to the Council, with their experience of the 
private sector.  

Implemented

The Committee received the accounting 
policies alongside the accounts for review 
and challenge.

Members will also receive the Audit 
Approach Memorandum from External Audit 
at the June meeting, which described 
External Audit’s approach to auditing the 
financial statements of the Council and the 
areas that they consider high risk.  It is 
important that the Committee reviews the 
areas of high risk and ensures that it is in 
line with their understanding of the Council.  
If members have particular concerns it is 
important that those are raised and that 
assurances are received at the September 
meeting.

Implemented

The Audit Committee reviewed high risks 
areas within the external audit report and 
challenged the content of this.



Risk Management
Why is it important?
The role of the Audit Committee should be to provide a source of assurance about the 
organisation’s arrangements for managing risk as well as financial control and reporting.

The Committee should know how to use the risk management arrangements to inform its 
assurance requirements.

The Audit Committee is responsible for assessing the organisation’s risk management, 
control and governance arrangements, and advising the Council on the effectiveness and 
outcomes of these arrangements. 

Does the Audit Committee receive sufficient assurances on the organisation’s 
arrangements for managing risks?  Does it receive enough information on the 
effectiveness and outcomes of these arrangements?
Recommendation 2010-11 Update

The Audit Committee should:

 receive quarterly reports on the 
recommendations not implemented 
for priority one recommendations of 
Internal Audit;

 have a workplan devised for the 
upcoming year that includes 
quarterly updates on arrangements 
and improvement to risk 
management; and

 it should assure itself when the 
Internal Audit Plan for the year is 
presented that the areas for review 
cover those areas that are 
considered high risk to the Council.

Implemented

The Audit Committee has received quarterly 
reports on the effectiveness of risk 
management arrangements. Risks are 
linked to the Annual Audit Plan agreed 
annually.

Best Practice Recommendations
The Audit Committee should consider 
whether it requires further information on 
risk management than what has been 
provided recently.  Also, it will be standing 
annual requirement that it should review the 
risk management policy statement and 
strategy to have sufficient overview of the 
arrangements within the Council.

Implemented

The Audit Committee received the 
Corporate Risk Register quarterly and an 
update on improvements made across the 
Council.



Administration

Recommendation 2010-11 Update

A needs assessment of the training 
requirements of members should be 
performed and following this a programme 
of training should be devised for member 
agreement.

Implemented

Training needs were requested and were 
fed into the wider member training led by 
Corporate Governance. 



Appendix A:  Self Assessment Checklist

Issue Yes No N/A Comment
Terms of Reference
Have the Committee’s terms of 
reference been approved by full 
Council?

 This annual effectiveness 
review also includes a 
short review of terms of 
reference.

Do the terms of reference follow the 
CIPFA model?



Internal Audit Process
Does the Committee approve the 
strategic audit approach and the 
annual programme?

 March each year.

Is the work of internal audit 
reviewed regularly?

 Annually

Are summaries of quality 
questionnaires from managers 
reviewed?

 Included in effectiveness 
indicators

Is the annual report, from the head 
of internal audit, presented to the 
Committee?

 June each year.

External Audit Process
Are reports on the work of external 
audit and other inspection agencies 
presented to the Committee?



Does the committee input into the 
external audit programme?

 The Committee receives 
the Annual Plan.

Does the committee ensure that 
officers are acting on and 
monitoring action taken to 
implement recommendations?

 There is a programme to 
update quarterly on 
progress against priority 1 
recommendations.

Does the Committee take a role in 
overseeing:

 Risk management 
strategies

 Internal control statements

 Anti-fraud arrangements

 Whistle-blowing strategies?





Issue Yes No N/A Comment
Membership
Has the membership of the 
Committee been formally agreed 
and a quorum set?

 Approved by Council in 
May 2010. 

Is the Chairman free of executive or 
scrutiny functions?

 The 2006 Constitution 
review introduced the 
requirement for the 
Chairman to be from an 
opposition party. The 
Chairman has no 
executive functions. 
Additionally, the Chairman 
is not permitted to serve 
in that role for more than 
four consecutive years. 
The Future of Public Audit 
suggests the move to an 
independent Chair, this 
will be dependent on the 
Bill proposed.

Are members sufficiently 
independent of the other key 
committees of the council?

 Partially: None of the 
Audit Committee 
members have any 
executive function but 
some Councillors serve 
on committees 
responsible for partly 
discharging executive 
functions. Other 
Committee memberships 
are non executive and 
relate to the scrutiny and 
Council functions. Due to 
limited number of 
members available to 
serve on various Council 
committees there is little 
scope for increasing 
member independence.

Have all members skills and 
experiences been assessed and 
training given for identified gaps?

 Members were requested 
to  make inputs to the 
training schedule in 2011-
12.  Member training was 
provided by Corporate 
Governance. 

Can the committee access other 
committees as necessary?

 When the Audit 
Committee was 
established It was 
envisaged that it would be 
informed of all service 
inspection reports 
received from the 



Issue Yes No N/A Comment
perspective of reviewing 
any internal control 
weaknesses that these 
might be highlighting.  

Meetings
Does the Committee meet 
regularly?

 The Audit Committee 
meets on a quarterly 
basis and this  is standard 
practice.

Are separate private meetings held 
with the external auditor and the 
internal auditor?

 Both external and internal 
audit have met separately 
with  the Chairman during 
the year.

Are meetings free and open without 
political influences being 
displayed?

 Meetings are held open to 
the public, there were no 
exempt aspects on these 
meetings for 2011-12.

Are decisions reached promptly?  There is sometimes too 
much time given to items 
at the start of the agenda, 
meaning others do not 
receive due consideration. 
However all meetings 
finish on time.

Are agenda papers circulated in 
advance of meetings to allow 
adequate preparation by members?



Does the committee have the 
benefit of attendance of appropriate 
officers at its meetings?



Training
Is induction training provided to 
members?

 New members did not 
receive induction training  
therefore there is scope to 
improve this.  However 
there are no new 
members this financial 
year.

Is more advanced training available 
as required?

 There has been ad hoc 
training and briefings 
provided to members and 
all members are able to 
participate in the member 
training package.

Administration
Does the authority’s s151 officer or 
deputy attend all meetings?





Issue Yes No N/A Comment
Are the key officers available to 
support the Committee?




