Report to:

Audit and
Governance
Committee

Date of Meeting:

Adjourned Annual
Council
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March 2021
Thursday 20 May
2021

Subject:

Audit and Governance Terms of Reference

Report of:

Executive Director
of Corporate
Resources and
Customer Services

Portfolio:

Regulation, Compliance and Corporate Services

Is this a Key
Decision:
Exempt /
Confidential
Report:

No

Wards Affected:

Included in
Forward Plan:

(All Wards);

No

No

Summary:
This report reviews the current terms of reference for the committee and recommends a
revised terms of reference in order to comply with best practice as recommended by the
Chartered Institute of Public Finance and Accountancy (CIPFA).
Audit and Governance Committee
Recommendation:
That the revised terms of reference be recommended to Council for adoption.
Council
Recommendation:
That the revised terms of reference for the Audit and Governance Committee be
adopted.
Reasons for the Recommendation(s):
In order for the Council’s Audit and Governance Committee to adhere to best practice as
recommended by CIPFA.
Alternative Options Considered and Rejected: (including any Risk Implications)
None

What will it cost and how will it be financed?
(A)

Revenue Costs

None
(B)

Capital Costs

None
Implications of the Proposals:
Resource Implications (Financial, IT, Staffing and Assets):
Legal Implications:
Equality Implications:
There are no equality implications.

Contribution to the Council’s Core Purpose:
Protect the most vulnerable:
Facilitate confident and resilient communities:
Commission, broker and provide core services:
The purpose of an audit committee is to provide those charged with governance
assurance on the adequacy of the risk management framework, the internal control
environment and the integrity of the financial reporting and annual governance process.
Place – leadership and influencer: See above
Drivers of change and reform:
Facilitate sustainable economic prosperity:
Greater income for social investment:
Cleaner Greener

What consultations have taken place on the proposals and when?
(A)

Internal Consultations

The Executive Director of Corporate Resources and Customer Services (FD.6329/21)
and the Chief Legal and Democratic Officer (LD.4430/21.) have been consulted and any
comments have been incorporated into the report.
(B)

External Consultations

None
Implementation Date for the Decision
Immediately following the Committee / Council meeting.

Contact Officer:
Telephone Number:
Email Address:

David McCullough
Tel: 0151 934 2008
david.mccullough@sefton.gov.uk

Appendices:


Appendix 1 – Current Terms of Reference



Appendix 2 – Revised Terms of Reference

Background Papers:
There are no background papers available for inspection.

1.

Introduction

1.1 Chartered Institute Public Finance and Accountancy (CIPFA) has issued Practical
Guidance for Local Authorities and Police on the role of the Audit Committee in
Local Authorities and the Police. This publication sets out CIPFA’s guidance on the
function and operation of audit committees in local authorities and police bodies,
and represents best practice for audit committees in local authorities throughout the
UK and for police audit committees in England and Wales.
1.2 This publication incorporates CIPFA’s Position Statement: Audit Committees in
Local Authorities and Police (2018) (‘the Position Statement’), which sets out
CIPFA’s view of the role and functions of an audit committee as well as model
Terms of Reference for a Public Sector Audit Committee – Appendix A CIPFA
Model Terms of reference for Audit Committee.

2.

Audit and Governance Committee Terms of Reference

2.1 The Council’s Audit and Governance Committee has been reviewed compared to
the proposed model Terms of Reference from CIPFA and a number of changes
have been incorporated into a proposed revised Terms of Reference to ensure that
the Committee meets the good practice outlined in the publication.
2.2 As part of the review it was noted that not all of the existing responsibilities included
in the current Terms of Reference are reviewed by the Committee, for example by
an exception report provided at least once a financial year, which would help to
ensure that the Committee discharged its duties effectively. An example of this is
whistleblowing and money laundering.
2.3 The changes, enclosed as Appendix 2 Proposed Sefton Audit and Governance
Committee Terms of reference, essentially adopt the model CIPFA Terms of
Reference and include additional responsibilities that the Council’s Audit and
Governance Committee have, which are not included in the model Terms of
Reference, including:


To consider the Council’s arrangements for health and safety and receive regular
assurances and assessments on the effectiveness of these arrangements.



To consider write-offs of debt above £10,000.



To have responsibility for all standards issues relating to the Council’s Members
Code of Conduct



To recommend changes to the Council’s Constitution

2.4 Members are requested to review the proposed Terms of Reference, offer
comments and provide a recommendation to Council for their adoption.
2.5 Following the approval of the Terms of Reference by Annual Council in May 2021 a
proposed work plan will be brought to the following meeting of the Audit and
Governance Committee, June 2021, ensuring that through the delivery of the work
plan all of the responsibilities of the Committee in the proposed Terms of Reference
are discharged during the financial year.
3.

Recommendation

3.1 Members are requested to recommend the adoption of the proposed Terms of
Reference to Council for adoption

Appendix 1
Current Terms of Reference
24 To consider the Chief Internal Auditor’s annual report and opinion, and a summary of
internal audit activity (actual and proposed) and the level of assurance it can give
over the Council's Corporate Governance arrangements.
25 To consider summaries of specific internal audit reports as requested.
26 To consider reports dealing with the management and performance of the providers
of internal audit services.
27 To consider a report from internal audit on agreed recommendations not implemented
within a reasonable timescale.
28 To consider the external auditor's annual letter, relevant reports, and the report to
those charged with governance.
29 To consider specific reports as agreed with the external auditor.
30 To comment on the scope and depth of external audit work and to ensure it gives
value for money.
31 To liaise with the Audit Commission over the appointment of the Council's external
auditor.
32 To commission work from internal and external audit.
33 To maintain an overview of the Council's constitution of contract procedure rules,
financial regulations and codes of conduct and behaviour.
34 To review any issues referred to it by the Chief Executive or Head of Service, or any
Council body.
35 To monitor the effective development and operation of risk management and
corporate governance in the Council.
36 To consider the Council’s arrangements for health and safety and receive regular
assurances and assessments on the effectiveness of these arrangements.
37 To monitor Council policies on 'whistle-blowing' and the anti-fraud and anti-corruption
strategy anti-money laundering, bribery and the Council's complaints process and
review as necessary.

38 To oversee the production of the authority's Statement of Internal Control and to
approve its adoption.
39 To consider the Council's arrangements for corporate governance and agreeing
necessary actions to ensure compliance with best practice.
40 To consider the Council's compliance with its own and other published standards and
controls.
41 To review and approve the annual statement of accounts in accordance with the
relevant statutory timescales. 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.
42 To consider the external auditor's report to those charged with governance on issues
arising from the audit of the accounts.
43 To receive the audited accounts and activities of external service providers.
44 To make payments or provide other benefits in cases of maladministration etc. under
Section 92 of the Local Government Act, 2000 in excess of £1,000.
45 To consider write-offs of debt above £10,000.
46 To make recommendations to the Council on the adoption, implementation and
maintenance and review of a local Code of Conduct for Members – co-opted
Members and officers of the Council.
47 To determine effective training of Councillors and Co-opted Members in matters of
conduct and advice to individuals on issues relating to the treatment of interests and
on the propriety of conduct generally.
48 To deal with the arrangements for Councillors to receive dispensations to speak on,
or participate in, matters in which they have an interest.
49 To determine the appropriate action on matters referred to the Committee by the
Monitoring Officer including disciplinary matters relating to the conduct of individual
and/or groups of Councillors.
50 To ensure compliance throughout the Council with all appropriate Codes of Conduct
and procedures from time to time determined by the Committee
51 To deal with appropriate matters referred to it from other Committees.
52 To determine any applications for the grant and supervision of exemptions from
political restrictions in accordance with Section 3A of the Local Government and
Housing Act 1989.
53 To determine whether a valid petition for a Community Governance review has been
received and to determine the terms of reference for such a review, how the review

will be conducted including the required consultation and consider replies to a
consultation and then make a recommendation to Full Council on the preferred
outcome. The Committee has the authority to establish a working group to undertake
the committee’s responsibilities in this regard.

Appendix 2
Revised Terms of Reference

Statement of purpose
1

The Audit and Governance Committee is a key component of Sefton’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 the Audit and Governance Committee is to provide independent
assurance to the members of the adequacy of the risk management framework
and the internal control environment. It provides independent review of Sefton’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.

Governance, risk and control
3

To review the council’s corporate governance arrangements against the good
governance framework, including the ethical framework and consider the local
code of governance.

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 and
Corporate Governance in the Council.

8

To monitor progress in addressing risk-related issues reported to the committee
including the Corporate Risk Register.

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 following activities:


Counter-fraud/ bribery strategy, actions and resources.



Whistleblowing



Money Laundering



Council Complaints Process including make payments or provide other
benefits in cases of maladministration etc. under Section 92 of the Local
Government Act, 2000 in excess of £1,000.


12

Breaches of Financial Procedure Rules and Contract Procedure Rules

To review the governance and assurance arrangements for significant
partnerships or collaborations and where appropriate obtain annual third party
assurance statements.

13

To make recommendations to Council for amendments to the Constitution.

14

To make recommendations to the Council on the adoption, implementation and
maintenance and review of a local Code of Conduct for Members – co-opted
Members and officers of the Council.

15

To determine effective training of Councillors and Co-opted Members in matters of
conduct and advice to individuals on issues relating to the treatment of interests
and on the propriety of conduct generally.

16

To deal with the arrangements for Councillors to receive dispensations to speak
on, or participate in, matters in which they have an interest.

17

To determine the appropriate action on matters referred to the Committee by the
Monitoring Officer including disciplinary matters relating to the conduct of
individual and/or groups of Councillors including alleged misuse of a Members
Self-Maintained Website.

18

To ensure compliance throughout the Council with all appropriate Codes of
Conduct, including the Protocol for relationships between members and officers of
Sefton Council, and procedures from time to time determined by the Committee

19

To deal with appropriate matters referred to it from other Committees.

20

To determine any applications for the grant and supervision of exemptions from
political restrictions in accordance with Section 3A of the Local Government and
Housing Act 1989.

21

To determine whether a valid petition for a Community Governance review has
been received and to determine the terms of reference for such a review, how the
review will be conducted including the required consultation and consider replies
to a consultation and then make a recommendation to Full Council on the
preferred outcome. The Committee has the authority to establish a working group
to undertake the committee’s responsibilities in this regard.

Internal audit
22

To approve the internal audit charter.

23

To review proposals made in relation to the appointment of external providers of
internal audit services and to make recommendations.

24

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.

25

To approve significant interim changes to the risk-based internal audit plan and
resource requirements.

26

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

27

To consider any impairments to independence or objectivity arising from additional
roles or responsibilities outside of internal auditing of the head of internal audit. To
approve and periodically review safeguards to limit such impairments.

28

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 Improvement
Plan (QAIP)
c) reports on instances where the internal audit function does not conform
to the Public Sector Internal Audit Standards (PSIAS) and Local
Government Assurance Note (LGAN), considering whether the nonconformance is significant enough that it must be included in the Annual
Governance Statement (AGS).
d) to consider a report from internal audit on agreed recommendations not
implemented within a reasonable timescale.

29

To consider the head of internal audit’s annual report:
a) The statement of the level of conformance with the PSIAS and LGAN
and the results of the QAIP that support 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 AGS.

30

To consider summaries of specific internal audit reports as requested.

31

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.

32

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

33

To consider a report on the effectiveness of internal audit to support the AGS,
where required to do so by the Accounts and Audit Regulations (see Appendix A).

34

To provide free and unfettered access to the Audit and Governance Committee
Chair for the head of internal audit, including the opportunity for a private meeting
with the committee.

External audit
35

To support the independence of external audit through consideration of the
external auditor’s annual assessment of its independence and review of any
issues raised by PSAA or the authority’s auditor panel as appropriate.

36

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

37

To consider specific reports as agreed with the external auditor.

38

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

39

To commission work from internal and external audit.

40

To advise and recommend on the effectiveness of relationships between external
and internal audit and other inspection agencies or relevant bodies.

Other Assurance areas
41

To consider the Council’s arrangements for health and safety and receive regular
assurances and assessments on the effectiveness of these arrangements.

42

To consider write-offs of debt/ assets above £10,000.

43

To regularly review the Council’s Treasury Management activities

Financial reporting
44

To review and approve 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.

45

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

Accountability arrangements
46

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.

47

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.

48

To publish an annual report on the work of the committee.

