
     APPENDIX 1 

ASSESSMENT CHECKLIST     

REVIEW OF THE EFFECTIVENESS OF THE AUDIT 
COMMITTEE 

NOVEMBER 2014 

      

 
ISSUE YES NO N/A Comment 

A Terms of Reference  

1 Does the authority have a dedicated audit 
committee? 

    

2 Does the audit committee report directly to full 
Council? 

   Annual review to Annual 
Council, May 

1 Have the Committee’s terms of reference been 
approved by full Council? 

     Reviewed annually 

23 Do the terms of reference clearly set out the purpose 
of the Committee in accordance with follow the 
CIPFA’s position statement model? 

       

4 Is the role and purpose of the audit committee 
understood and accepted across the authority? 

   Reported annually to full 
Council  

5 Does the audit committee provide support to the 
authority in meeting the requirements of good 
governance? 

    

3 Do they adequately and realistically define the Audit 
Committee's role? 

       

64 Can the Committee access other committees and call 
officers to account as necessary? 

     Also Committee reports 
to Council annually 

75 Does it use that power to challenge the 
Executive/Committees? 

     The Committee has 
commented critically to 
the Overview and 
Scrutiny Committees on 
their work programmes 

B Functions of the Committee 

8 Do the Committee’s terms of reference explicitly 
address all the core areas idenfitied in CIPFA’s 
Position Statement? 

    

 i. good governance     

 ii. assurance framework     

 iii. internal audit    Minor changes in 
terminology proposed 

 iv. external audit     

 v. financial reporting     

 vi. risk management     

 vii. value for money or best value    Proposed amendment to 
Terms of Reference 
shown in Appendix 5 

 viii. counter fraud and corruption     

9 Is an annual evaluation undertaken to assess 
whether the committee is fulfilling its terms of 
reference and that adequate consideration has been 
given to all core areas? 

   This report 

10 Has the audit committee considered the wider areas     Considering 



identified in CIPFA’s position statement and whether 
it would be appropriate for the committee to 
undertake them? 

governance, risk or 
control matters at the 
request of other 
committees or 
statutory officers 

 Working with local 
standards committees 
to support ethical 
values and reviewing 
the arrangements to 
achieve those values 

 Reviewing and 
montoring treasury 
management 
arrangements in 
accordance with the 
CIPFA Treasury 
Management Code of 
Practice: in SLDC this 
is carried out by 
Overview and Scrutiny 
Committee 

11 Where coverage of core areas has been found to be 
limited, are plans in place to address this? 

    

12 Has the committee maintained its non-advisory role 
by not taking on any decision-making powers that are 
not in line with its core purpose? 

   Only additional role is 
overseeing of Royal 
Wedding Fund 

B Membership         

13 Has an effective audit committee structure and 
composition of the committee been selected? This 
should include: 

    

 i. separation from the executive    Members of the 
committee also sit on 
Shadow Cabinet, Lake 
Administration 
Committee, Planning 
Committee and 
Licensing Committee.  
Officers would give the 
relevant members 
advice if they believed 
there was conflict of 
interest regarding any 
audit or other review of 
other committee issues. 

 ii. an appropriate mix of knowledge and skills 
among the membership 

    

 iii. size of committee that is not unwieldy     

 iv. where independent members are used, that 
they have been appointed using an 
appropriate process 

   All members of Audit 
Committee are elected 
members of SLDC 

14 Does the chair of the committee have appropriate 
knowledge and skills? 

    

15 Are arrangements in place to support the committee 
with briefings and training? 

    

16 Has the membership of the committee been 
assessed against the core knowledge and skills 

   Core knowledge 
framework attached at 



framework and found to be satisfactory? Appendix 5: to be used 
as part of next personal 
development interviews 
for audit committee 
members. 

17 Does the committee have good working relations with 
key people and organisations, including external 
audit, internal audit and the chief finance officer? 

    

18 Is adequate secretariat and administrative support to 
the committee provided? 

    

6 Has the membership of the Committee been formally 
agreed and a quorum set? 

       

7 Is the Chair free of Cabinet or Scrutiny functions?        

8 Are Members sufficiently independent of the other 
committees of the Council? 

     Members of the Audit 
Committee also sit on 
Standards Committee, 
Lake Administration 
Committee, Licensing 
Committee and Planning 
Committee.  There are 
also two members of the 
Shadow Cabinet.  
Officers would give the 
relevant members 
suitable advice if they 
believed that there was a 
conflict of interest 
regarding any audit or 
review of other 
committee issues. 

9 Does the Committee membership have the 
necessary skills and experience to do its job? 

       

10 Is the Committee satisfied that new Members 
understand their role and the roles of internal and 
external audit? 

     General training was 
provided in July 2014: 
one-to-one training given 
to new member in 2014. 

C Meetings         

1119 Does the Committee meet regularly to a planned 
timetable and work schedule? 

       

2012 Are meetings free and open without political 
influences being displayed and are agenda papers 
available to members of the public? 

     The Committee has 
decided to hold evening 
meetings which should 
encourage attendance 
by the public. 

2113 Are decisions reached promptly?        

2214 Are agenda papers circulated in advance of meetings 
to allow adequate preparation by Members? 

       

2315 Does the Committee have the benefit of appropriate 
officers at its meetings? 

       

2416 Does the Council's Section 151 Officer or deputy 
attend all meetings? 

       



2517 Are separate meetings held with the external auditor 
and the internal auditor? 

     Meetings held Jan 2010, 
Feb 2011, Dec 2011, 
Dec 2012, Dec 2013 & 
planned Dec 2014 

D Training         

18 Is induction training provided to Members?        

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

     All members have 
completed personal 
development planning 
interviews where they 
identify any areas of 
training and 
development need that 
require addressing and 
training delivered 
accordingly. 

E External Audit         

260 Does the Committee input into the external audit 
programme? 

     The Committee's views 
are expressed to the 
external Auditor when 
considering the 
proposed programme 

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

     As appropriate 

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

       

293 Does the Committee know what aspects of the 
Council's activities the external auditors consider to 
be of high risk? 

     Reported as part of the 
Annual Audit Plan (April 
2014) 

2430 Is the Committee satisfied that external audit will be 
addressing these issues? 

       

3125 Has the Audit Committee satisfied itself that the work 
of internal audit and external audit is properly co-
ordinated? 

     The Committee has 
supported officers in 
seeking arrangements 
for internal audit to carry 
out extra grant claim 
work on behalf of 
external audit 

3226 Is the Committee aware of any significant problems in 
completing the external audit that resulted in over-
runs or revisions to the audit plan due to deficiencies 
in internal control/accounting records? 

     There were no problems 
or over-runs in the 
2013/14 audit due to 
deficiencies in internal 
control/accounting 
records. 

3327 Is the Committee satisfied that external audit provides 
value for money? 

     Reduction in fees 
following Audit 
Commission 
procurement exercise, 
rebate from Audit 
Commission for both 
2013/14 and 2014/15. 

F Internal Audit         



3428 Do formal terms of reference exist defining internal 
audit's responsibilities, objectives and reporting lines? 

       

3529 Is the Committee satisfied that internal audit reports 
to the appropriate member of the senior management 
team and that it has the authority it needs? 

     Internal audit is 
outsourced to the 
Cumbria Internal Audit 
Consortium, which gives 
it a further degree of 
independence 

3630 Does the Committee approve the strategic internal 
audit approach and the annual plan, and ensure that 
they are based on a proper assessment of risks? 

     Annual Plan approved 
annually 

3137 Does the Committee regularly review the work of 
internal audit, including:• individual audit reports with 
detailed prioritised recommendations• follow up 
reports confirming that previous audit 
recommendations have been acted upon• seeking 
explanations from officers for delays in implementing 
recommendations• periodic progress reports 
summarising audit activity, major audit issues and 
comparisons to the annual plan? 

     The Committee receives 
all individual audit 
reports 

3238 Does the Committee use performance indicators to 
measure the performance of internal audit? 

     PIs also monitor officers' 
responses to draft audit 
reports 

3339 Does the Committee ensure that officers are acting 
on the implementation of recommendations? 

     Standing item on the 
Committee Agenda 

3440 Is the Audit Committee satisfied that: 
• internal audit received all the co-operation they needed 
• there was no attempt to restrict the scope of internal 
audit work 
• the audit plan was not modified due to deficiencies in 
internal control or accounting records 
• there were no significant disagreements with 
management 
• internal audit do not have any concerns about 
management’s commitment to a strong control 
environment 
• there is a good working relationship between internal 
audit and management 
• internal audit are not being subjected to undue 
pressure? 

       



3541 Is the Committee satisfied that: 
• internal audit staff have sufficient technical 
knowledge, experience and skills to perform their 
duties to an appropriate standard 
• the work of internal audit is properly planned, 
completed, supervised and reviewed? 
• there are adequate quality assurance procedures in 
place 
• internal audit reports are issued on a timely basis? 

     The CIPFA checklist on 
the effectiveness of 
internal audit is 
completed annually and 
reported to Committee. 

4236 Is the Internal Audit Manager's annual report 
presented to the Committee? 

       

G Accounts         

4337 Does the Committee provide assurance to the 
closure of accounts process by: 
• considering the impact of changing accounting 
requirements 
• reviewing and approving the accounting policies 
annually before preparation of the Statement of 
Accounts 
• assessing the adequacy of the arrangements for the 
production of the Statement 
• considering and challenging the Statement before 
its approval? 

     Accounting policies 
approved at the start of 
the financial year & 
reviewed as part of the 
closure of accounts 
process; Committee 
review the process of the 
preparation of accounts 
as part of the approval of 
the Statement of 
Accounts. 

4438 Does the Committee receive the comments of the 
external auditor on his examination of the Council's 
Accounts? 

       

3945 Does the Committee ensure that any deficiencies 
highlighted by the external auditor are followed up 
and that robust corrective procedures are put in 
place? 

     Recommendations from 
External Audit are 
included in the 
monitoring of audit 
recommendations report 
considered at each 
committee meeting. 

H Regulatory Framework         

4046 Does the Committee take a role in overseeing: 
• risk management and business continuity strategies 
• performance management systems 
• Annual Governance Statement preparation and 
content 
• anti-fraud arrangements 
• whistle-blowing strategies 
• constitutional revisions? 

       

4147 Is the Committee satisfied that sufficient assurance 
reporting is in place to encompass all the Council's 
governance responsibilities? 

       



4248 Does the Committee take an active role in the review 
of internal control/governance arrangements? 

     Review of Annual 
Governance Statement 
through a panel of its 
Members 

4349 Does it ensure that an action plan is drawn up to 
correct any deficiencies arising from that review and 
monitor progress? 

       

4450 Does the Committee fulfill the statutory requirement 
to approve the statement resulting from that review? 

       

I Effectiveness of the Committee         

51 Has the committee obtained feedback on its 
performance from those interacting with the 
committee or relying on its work? 

    

52 Has the committee evaluated whether and how it is 
adding value to the organisation? 

    

53 Does the committee have an action plan to improve 
any areas of weakness? 
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EVALUATION ASSESSMENT      
REVIEW OF THE EFFECTIVENESS OF THE AUDIT COMMITTEE NOVEMBER 2014 
Assessment key 

5 Clear evidence is available from a number of sources that the committee is actively supporting improvements across all aspects of this area.  
The improvements made are clearly identifiable 

4 Clear evidence from some sources that the committee is actively and effectively supporting improvements across some aspects of this area 

3 The committee has mixed experience in supporting improvement in this area.  There is some evidence that demonstrates their impact but 
there are also significant gaps 

2 There is some evidence that the committee has supported improvements, but the impact of this support is limited 

1 No evidence can be found that the audit committee has supported improvements in this area 

 

Ref Areas where the audit committee can 
add value by supporting improvement 

Examples of how the audit committee can add 
value and provide evidence of effectiveness 

Self-evaluation, 
examples, areas of 
strengths and 
weaknesses 

Overall 
assessment: 
5-1 

See key 
above 

1 Promoting the principles of good 
governance and their application to 
decision making 

• Providing robust review of the AGS and the 
assurances underpinning it 

• Working with key members to improve their 
understanding of the AGS and their contribution to 
it 

• Supporting reviews/ audits of governance 
arrangements 

• Participating in self-assessments of governance 
arrangements 

• Working with partner audit committees to review 
governance arrangements in partnerships 

  



2 Contributing to the development of an 
effective control environment 

• Monitoring the implementation of 
recommendations from auditors 

• Encouraging the ownership of the internal 
control framework by appropriate managers 

• Raising concerns over controls with 
appropriate senior managers 

  

3 Supporting the establishment of 
arrangements for the governance of risk 
and for effective arrangements to manage 
risks 

• Reviewing risk management arrangements 
and their effectiveness, eg risk management 
benchmarking 

• Monitoring improvements 
• Holding risk owners to account for 

major/strategic risks 

  

4 Advising on the adequacy of the assurance 
framework and considering whether 
assurance is deployed efficiently and 
effectively 

• Specifying its assurance needs, identifying 
gaps or overlaps in assurance 

• Seeking to streamline assurance gathering 
and reporting 

• Reviewing the effectiveness of assurance 
providers, eg internal audit, risk management, 
external audit 

  

5 Supporting the quality of the internal audit 
activity, particularly by underpinning its 
organisational independence 

Reviewing the audit charter and functional reporting 
arrangements 

Assessing the effectiveness of internal audit 
arrangements and supporting improvements 

  

6 Aiding the achievement of the authority’s 
goals and objectives through helping to 
ensure appropriate governance, risk, 
control and assurance arrangements 

Reviewing major projects and programmes to ensure 
that governance and assurance arrangements are in 
place 

Reviewing the effectiveness of performance 
management arrangements 

  

7 Supporting the development of robust Ensuring that assurance on value for money 
arrangements is included in the assurances received 

  



arrangements for ensuring value for money by the audit committee 

Considering how performance in value for money is 
evaluated as part of the AGS 

8 Helping the authority to implement the 
values of good governance, including 
effective arrangements for countering fraud 
and corruption risks 

Reviewing arrangements against the standards set out 
in CIPFA’s Managing the Risk of Fraud (Red Book 2) 

Reviewing fraud risks and the effectiveness of the 
organisation’s strategy to address those risks 

Assessing the effectiveness of ethical governance 
arrangements for both staff and members 

  

9 Promoting effective public reporting to the 
authority’s stakeholders and local 
community and measures to improve 
transparency and accountability 

Improving how the authority discharges its 
responsibilities for public reporting: for example better 
targeting at the audience, plain English 

Reviewing whether decision making through 
partnership organisations remains transparent and 
publicly accessible and encouraging greater 
transparency. 
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REVIEW OF EFFECTIVENESS OF AUDIT COMMITTEE  

CIPFA SUGGESTED TERMS OF REFERENCE FOR AUDIT COMMITTEES 

 

Statement of purpose 

1. Our audit committee is a key component of [name of authority]’s corporate 
governance.  It provides an independent and high-level focus on the audit, assurance 
and reporting arrangements that underpin good governance and financial standards. 

2. The purpose of our audit committee is to provide independent assurance to the 
members [or identify others charged with governance in your authority] of the 
adequacy of the risk management framework and the internal control environment.  It 
provides independent review of [name of authority]’s governance, risk management 
and control frameworks and oversees the financial reporting and annual governance 
processes.  It oversees internal audit and external audit, helping to ensure efficient 
and effective assurance arrangements are in place. 

Governances, risks and control 

3. To review the council’s corporate governance arrangements against the good 
governance framework and to consider annual governance reports and assurances. 

4. To review the Annual Governance Statement prior to approval and consider whether 
it properly reflects the risk environment and supporting assurances, taking into 
account internal audit’s opinion on the overall adequacy and effectiveness of the 
council’s framework of governance, risk management and control. 

5. To consider the council’s arrangements to secure value for money and review 
assurances and assessments on the effectiveness of these arrangements. 

6. To consider the council’s framework of assurance and ensure that it adequately 
addresses the risks and priorities of the council. 

7. To monitor the effective development and operation of risk management in the 
council. 

8. To monitor progress in addressing risk-related issues reported to the committee. 
9. To consider reports on the effectiveness of internal controls and monitor the 

implementation of agreed actions. 
10. To review the assessment of fraud risks and potential harm to the council from fraud 

and corruption. 
11. To monitor the counter-fraud strategy, actions and resources. 

Internal audit 

12. To approve the internal audit charter. 
13. To review proposals made in relation to the appointment of external providers of 

internal audit services and to make recommendations. 
14. To approve the risk-based internal audit plan, including internal audit’s resource 

requirements, the approach to using other sources of assurance and any work 
required to place reliance upon those other sources. 

15. To approve significant interim changes to the risk-based internal audit plan and 
resource requirements. 
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16. To make appropriate enquiries of both management and the head of internal audit to 
determine if there are any inappropriate scope or resource limitations. 

17. To consider reports from the head of internal audit on internal audit’s performance 
during the year, including the performance of external providers of internal audit 
services.  These will include: 

a. Updates on the work of internal audit including key findings, issues of concern 
and action in hand as a result of internal audit work. 

b. Regular reports on the results of the quality assurance and improvement 
programme. 

c. Reports on instances where the internal audit function does not conform to 
the Public Sector Internal Audit Standards and Local Government Application 
Note considering whether the non-conformance is significant enough that it 
must be included in the Annual Governance Statement. 

18. To consider the head of internal audit’s annual report: 
a. The standards of the level of conformance with the Public Sector Internal 

Audit Standards and Local Government Application Note and the results of 
the Quality Assurance and Improvement Programme that supports the 
statement – these will indicate the reliability of the conclusions of internal 
audit. 

b. The opinion on the overall adequacy and effectiveness of the council’s 
framework of governance, risk management and control together with the 
summary of the work supporting the opinion – these will assist the committee 
in reviewing the Annual Governance Statement. 

19. To consider summaries of specific internal audit reports as requested. 
20. To receive reports outlining the action taken where the head of internal audit has 

concluded that management has accepted a level of risk that may be unacceptable 
to the authority or there are concerns about progress with the implementation of 
agreed actions. 

21. To contribute to the Quality Assurance and Improvement Programme and in 
particular, to the external quality assessment of internal audit that takes place at least 
once every five years. 

22. To consider a report on the effectiveness of internal audit to support the Annual 
Governance Statement, where required to do so by the Accounts and Audit 
Regulations. 

23. To support the development of effective communication with the head of internal 
audit. 

External audit 

24. To consider the external auditor’s annual letter, relevant reports, and the report to 
those charged with governance. 

25. To consider specific reports as agreed with the external auditor. 
26. To comment on the scope and depth of external audit work and to ensure it gives 

value for money. 
27. To commission work from internal and external audit. 
28. To advise and recommend on the effectiveness of relationships between external 

and internal audit and other inspection agencies or relevant bodies. 

Financial reporting 
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29. To review the annual statement of accounts.  Specifically, to consider whether 
appropriate accounting policies have been followed and whether there are concerns 
arising from the financial statements or from the audit that need to be brought to the 
attention of the council. 

30. To consider the external auditor’s report to those charged with governance on issues 
arising from the audit of the accounts. 

Accountability arrangements 

31. To report to those charged with governance on the committee’s findings, conclusions 
and recommendations concerning the adequacy and effectiveness of their 
governance, risk management and internal control frameworks; financial reporting 
arrangements, and internal and external audit functions. 

32. To report to full council on a regular basis on the committee’s performance in relation 
to the terms of reference and the effectiveness of the committee in meeting its 
purpose. 
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REVIEW OF EFFECTIVENESS OF AUDIT COMMITTEE  

ACTUAL TERMS OF REFERENCE FOR AUDIT COMMITTEE  APPROVED MAY 2014 

B. TERMS OF REFERENCE FOR AN AUDIT COMMITTEE  

1. Statement of Purpose – The purpose of the audit committee is to provide 
independent assurance of the adequacy of the risk management framework and the 
associated control environment, independent scrutiny of the authority’s financial and 
non-financial performance to the extent that it affects the authority’s exposure to risk 
and weakens the control environment, and to oversee the financial reporting 
process.  

2. Membership – The Committee shall comprise a membership of (7) members 
subject to the rules of political balance and will not comprise any member of the 
Executive. The Committee will be a stand alone Committee of the Council appointed 
by Council annually. Changes can be made by Council during the course of the year.  

3. Quorum – The quorum for the Audit Committee will be 3.  

All Audit Committee members will commit to receiving appropriate training and 
development necessary to fulfil their roles and will act in the interests of the Council 
and not on behalf of any political party, constituency, ward or interest group.  

The Chairman of the Committee will present an Annual Report on the work of the 
Audit Committee to full Council.  

4. Audit Activity  

To approve (but not direct) the Internal Audit’s Charter,  strategy, plan and 
performance  

To make appropriate enquiries of both management and the head of internal audit to 
determine if there are any inappropriate scope or resource limitations. 

To consider the Internal Auditor’s annual report and opinion, and a summary of 
internal audit activity (actual and planned) and the level of assurance it can give over 
the council’s corporate governance arrangements.  

To consider summaries of specific internal audit reports as requested.  

To consider reports from internal audit on agreed recommendations not implemented 
within a reasonable timescale.  

To consider reports dealing with the management and performance of the providers 
of internal audit services.  

To annually review the effectiveness of internal audit. 

To comment on the scope and depth of external audit work and to ensure it gives 
value for money  

To consider specific reports as agreed with the External Auditor.  

To liaise with the Audit Commission over the appointment of the Council’s External 
Auditor.  

To ensure that there is effective liaison between Internal Audit and External Audit to 
make the best use of audit resources.  

To commission work from internal and external audit.  
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To monitor the expenditure of funds transferred from the South Lakeland District 
Council Fund in Commemoration of the Wedding of His Royal Highness Prince 
Charles to Lady Diana Spencer to Leeds Children’s Holiday Camp Association 
(otherwise known as the Leeds Children’s Charity), Bendrigg Trust and Brathay 
Trust.  

5. Regulatory Framework  

To maintain an overview of the Council’s constitution in respect of contract and 
financial procedural rules.  

To consider the Council’s arrangements to secure value for money and review 
assurances and assessments on the effectiveness of these arrangements. 

To review any issue referred to it by the Chief Executive or a Director, or any Council 
body.  

To monitor the effective development and operation of risk management and 
corporate governance in the Council.  

To monitor the effectiveness of the Code of Corporate Governance  

To monitor Council policies on “Raising Concerns at Work” and the anti-fraud and 
anti-corruption strategy and the council’s complaints process.  

To oversee the production of the authority’s Annual Governance Statement and to 
recommend its adoption.  

To consider the Council’s arrangements for corporate governance and agreeing 
necessary actions to ensure compliance with best practice. 

To consider the Council’s compliance with its own and other published standards 
and controls, including Equality and Diversity requirements.  

6. Accounts – To review the annual statement of accounts.  

To consider whether appropriate accounting policies have been followed.  

To approve the Council’s Statement of Accounts.  

To consider the external auditor’s report to those charged with governance on issues 
arising from the audit of the accounts.  

To consider whether there are concerns arising from the financial statements or from 
the audit that need to be brought to the attention of the Council.  

7. Annual Audit and Inspection Letter – To receive the External Auditor’s Annual 
Audit and Inspection Letter.  

8. Meetings  

Subject to there being sufficient business to transact, the Committee will meet at 
least four times a year. The External Auditor, Internal Auditor or Chief Finance 
Officer SLDC may request a meeting if they consider it necessary.  

The Committee shall be able to meet privately and separately with the External 
Auditor and Internal Auditor as required.  

9. Authority and Access  

• The Audit Committee has a right to request relevant information from 
Members/Officers and to seek their attendance at meetings.  
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• The Audit Committee will not be able to transact the powers, functions and duties 
reserved to the Council, the Cabinet, Overview & Scrutiny and other regulatory 
committees.  

• the Audit Committee will have access to in-house legal and other professional 
advice.  

Any Member, Officer or member of the public, who has any concern covered by the 
terms of reference of the Audit Committee may raise the matter with the Chairman of 
the Committee who will obtain, if necessary, relevant advice from the Monitoring 
Officer or Chief Finance Officer before taking any action with regard to the same. 
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REVIEW OF EFFECTIVENESS OF AUDIT COMMITTEE  

CIPFA AUDIT COMMITTEE MEMBERS KNOWLEDGE AND SKILLS FRAMEWORK 

Details of core knowledge required How the audit committee member is able to 
apply the knowledge 

Organisational knowledge 

• An overview of the governance structures 
of the authority and decision making 
processes 

• Knowledge of the organisational objectives 
and major functions of the authority  

This knowledge will be core to most activities of 
the audit committee including review of the Annual 
Governance Statement, internal and external 
audit reports and risk registers 

Audit Committee role and functions 

• An understanding of the committee’s role 
and place within the governance structures.  
Familiarity with the committee’s terms of 
reference and accountability arrangements. 

• Knowledge of the purpose and role of the 
audit committee 

This knowledge will enable the audit committee to 
prioritise its work in order to ensure it discharges 
its responsibilities under its terms of reference and 
to avoid overlapping the work of others  

Governance 

• Knowledge of the six principles of the 
CIPFA/SOLACE Good Governance 
framework and the requirements of the 
Annual Governance Statement 

• Knowledge of the local code of governance 

The committee will plan the assurances it is to 
receive in order to adequately support the AGS. 
The committee will review the AGS and consider 
how the authority is meeting the principles of good 
governance 

Internal Audit 

• An awareness of the key principles of the 
Public Sector Internal Audit Standards and 
the Local Government Application Note 

• Knowledge of the arrangements for delivery 
of the internal audit service in the authority 
and how the role of the head of internal 
audit is fulfilled 

The audit committee has oversight of the internal 
audit function and will monitor its adherence to 
professional internal audit standards 
The audit committee will review the assurances 
from internal audit work and will review the risk-
based audit plan.  The committee wil also receive 
the annual report, including an opinion and 
information on conformance with professional 
standards. 
In relying on the work of internal audit, the 
committee will need to be confident that 
professional standards are being followed. 

Financial Management and Accounting 

• Awareness of the financial standards that a 
local authority must produce and the 
principles it must follow to produce them. 

• Understanding of food financial 
management principles 

• Knowledge of how the organisation meets 
the requirements of the role of the chief 
financial officer, as required by the CIPFA 
Statement on the Role of the Chief 
Financial Officer in Local Government 

Reviewing the financial statement prior to 
publication, asking questions. 

Receiving the external audit report and opinion on 
the financial audit. 

Reviewing both external and internal audit 
recommendations relating to financial 

management and controls 
The audit committee should consider the role of 
the CFO and how this is met when reviewing the 

AGS 

External Audit 
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• Knowledge of the role and functions of the 
external auditor and who currently 
undertakes this role. 

• Knowledge of the key reports and 
assurances that external audit will provide 

• Knowledge about arrangements for the 
appointment of auditors and quality 
monitoring undertaken 

The audit committee should meet with the and 
external auditor regularly and receive their reports 
and opinions. 
Monitoring external audit recommendations and 
maximising benefit from audit process. 
The audit committee should monitor the 
relationship between the external auditor and the 
authority and support the delivery of an effective 
service. 

Risk Management 

• Understanding of the principles of risk 
management, including linkage to good 
governance and decision making. 

• Knowledge of the risk management policy 
and strategy of the organisation. 

• Understanding of risk governance 
arrangements, including the role of 
members and of the audit committee 

In reviewing the AGS, the committee will consider 
the robustness of the authority’s risk management 
arrangements and should also have awareness of 
the major risks the authority faces. 
Keeping up to date with the risk profile is 
necessary to support the review of a number of 
audit committee agenda items, including the risk-
based internal audit plan, external audit plans, 
and the explanatory foreword of the accounts.  
Typically risk registers will be used to inform the 
committee. 
The committee should also review reports and 
action plans to develop the application of risk 
management practice. 

Counter-fraud 

• An understanding of the main areas of 
fraud risk the organisation is exposed to. 

• Knowledge of the principles of good fraud 
risk management practice (Red Book 2) 

• Knowledge of the organisation’s 
arrangements for tacking fraud 

Knowledge of fraud risks and good fraud risk 
management practice will be helpful when the 
committee reviews the organisation’s fraud 
strategy and receives the reports on the 
effectiveness of that strategy. 
An assessment of arrangements should support 
the AGS and knowledge of good fraud risk 
management practice will support the audit 
committee member in reviewing that assessment. 

Values of good governance 

• Knowledge of the Seven Principles of 
Public Life 

• Knowledge of the authority’s key 
arrangements to uphold ethical standards 
for both members and staff 

• Knowledge of the whistleblowing 
arrangements in the authority. 

The audit committee member will draw on this 
knowledge when reviewing governance issues 
and the AGS. 
Oversight of the effectiveness of whistleblowing 
will be considered as part of the AGS.  The audit 
committee member should know to whom 
concerns should be reported. 
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