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WHAT BENEFITS WILL THESE PROPOSALS BRING TO COPELAND RESIDENTS?
An effective Audit Committee ultimately provides an independent high-level resource to 
support good governance and strong public financial management at the Council.

WHY HAS THIS REPORT COME TO THE AUDIT COMMITTEE?
This report sets out the role of the Audit Committee; how it provides independent 
assurance on the adequacy of the risk management framework, the internal control 
environment and the integrity of the financial reporting and governance processes. 

RECOMMENDATIONS:
The Audit Committee is recommended 
1) Note the report and CIPFA Audit Committee guidance set out in Appendix A; 
2) Note the evaluation of Audit Committee Effectiveness set out in Appendix B; and
3) Agree the draft Terms of Reference set out in Appendix C.

1. INTRODUCTION

1.1. The purpose of an audit committee is to provide to those charged with 
governance independent assurance on the adequacy of:

 the risk management framework;

 the internal control environment; and 

 the integrity of the financial reporting and annual governance processes. 

1.2. Audit committees in local authorities are necessary to satisfy the wider 
requirements for sound financial management and internal control that are set 
out in legislation:

 the Accounts and Audit (England) Regulations 2015 state that a local 
authority is responsible “for a sound system of internal control….”; and

 Section 151 of the Local Government Act 1972 requires every local authority 
to “make arrangements for the proper administration of its financial affairs”. 

 to oversee internal audit as per the Public Sector Internal Audit Standards 



(PSIAS) and the supporting Local Government Application Note for the 
United Kingdom Public Sector Internal Audit Standards (LGAN).

1.3. The chief financial officer (CFO) also has overarching responsibility for 
discharging the requirement for sound financial management. To be truly 
effective the audit committee needs to provide support and challenge. 

1.4. Appendix A provides guidance from CIPFA for the Committee members, it covers 
the purpose and core functions of an Audit Committee. It sets out areas where 
the audit committee can add value. 

1.5. To allow committee members to see how they will discharge their 
responsibilities and add value, Appendix B provides an evaluation of audit 
committee effectiveness. It shows the areas where the audit committee can add 
value, as outlined in the CIPFA guidance document, and the information that will 
be provided to the Audit Committee during the year by officers. 

1.6. Finally the draft Terms of Reference for the Audit Committee are set out in the 
Appendix C, this will form part of the updated constitution to be agreed by 
Council later this year. The draft terms of reference includes the relevant 
elements of the previous Audit and Governance Committee.  

2. CONCLUSIONS

2.1. This paper seeks to put in place the steps to ensure that the Council has an 
independent high-level resource to support good governance and strong public 
financial management at the Council.

3. STATUTORY OFFICER COMMENTS 

3.1. Legal comments are: There are no legal issues arising from this report.

3.2. The Monitoring Officer’s comments are:  Clear guidance and robust governance 
are essential elements for an effective Audit Committee.  Terms of reference 
updates due to changes in Committee structure agreed by Full Council in May 
2019.

3.3. The Section 151 Officer’s comments are: Contained within the report

3.4. EIA Comments

3.5. Policy Framework

3.6. Other consultee comments, if any:



4. RESOURCE REQUIREMENTS

4.1. As set out in the report.

5. HOW WILL THE PROPOSALS BE PROJECT MANAGED AND HOW ARE THE RISKS 
GOING TO BE  MANAGED?

5.1. Regular reports to the Audit Committee. 

Appendix A: CIPFA Audit Committee guidance (To be circulated at the meeting)
Appendix B: Audit Committee Effectiveness
Appendix C: Draft Terms of Reference



Appendix B: Audit Committee Effectiveness 

Areas where the audit committee can add 
value by supporting improvement

Information to be provided to the Audit 
Committee during the year

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

o Approve the Local Code of 
Governance

o Approve the Audit & Governance 
Statement

o Undertake a self-assessment of 
governance arrangements

o Supporting reviews/audits of 
governance arrangements 

Contributing to the development of an 
effective control environment

o Progress with implementing audit 
recommendations

o External audit reports
o Approve an annual internal audit 

plan
o Receive periodic internal audit 

progress reports 
o Receive the Annual Internal Audit 

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

o Receive periodic risk monitoring 
reports

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

o Approve the Audit & Governance 
Statement

o Receive periodic reports from 
assurance providers; internal audit, 
external audit, risk management

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

o Approve the Audit Charter
o Receive periodic internal audit 

progress reports 
o Receive the Annual Internal Audit 

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

o Approve the Audit & Governance 
Statement

o Receive periodic risk monitoring 
reports



Supporting the development of robust 
arrangements for ensuring value for 
money

o Receive the annual report by the 
External Audit covering the value for 
money arrangements

o Approve the Audit & Governance 
Statement

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

o Approve the Fraud Prevention & Anti 
Corruption Strategy

o Approve the Anti money Laundering 
policy

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

o Approve on behalf of the Council, the 
Annual Statement of Accounts, the 
Annual Governance Statement



Appendix C: Draft Terms of Reference

Name of Committee Audit Committee

Number of Members 7  Politically Balanced
plus Independent Chair

Quorum 3

Frequency of Meetings Approx every two months

Lead Officer Director of Financial Resources / Monitoring 
Officer

Terms of Reference
1. To monitor the adequacy and effectiveness of the Internal Audit service and internal 

control environment and to:

(i) approve a presented annual internal audit plan
(ii) monitor progress against the plan through the receipt of periodic update 

reports and an annual Internal Audit report and assess whether adequate 
skills and resources are available to provide an effective audit function;

(iii) receive and consider major Internal Audit findings and recommendations;
(iv) monitor the response to major findings and the implementation of key 

recommendations.

2. To monitor the adequacy of the Council’s risk management, corporate governance 
and anti-fraud and anti-corruption arrangements.

3. To approve on behalf of the Council, the Annual Statement of Accounts and Annual 
Governance Statement.

4. To monitor the adequacy and effectiveness of the External Audit service and respond 
to its findings and to

(i) discuss with the external auditor the nature and scope of the audit of the 
Council services and functions, and consider the external audit fee and 
terms of engagement;

(ii) receive and consider external audit reports and Management Letters and 
advise the Council as appropriate



(iii) contribute to and monitor the Council’s response to the external auditor’s 
findings and the implementation of external audit recommendations

5. To monitor the effectiveness of working relationships between internal and external 
audit functions.

6. To refer to the appropriate overview and scrutiny committee any issues relating to 
the development or review of Council policy or the scrutiny of particular Executive or 
regulatory decisions.

7. To receive regular reports about the adequacy and effectiveness of the organisation’s 
counter fraud and corruption arrangements.

8. To undertake an Audit Committee self-assessment exercise, on a yearly basis, to 
ensure that its own effectiveness is regularly reviewed.


