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AUDIT COMMITTEE 
 

Summary: The report proposes that Breckland Council establishes an Audit Committee, 
which is required to attain a higher level on the Use of Resources Assessment. 

   

1. INTRODUCTION/BACKGROUND 

1.1 Audit Committees are a key component of corporate governance.  The Chartered 
Institute of Public Finance and Accountancy (CIPFA) states:- 

“Good corporate governance requires independent, effective assurance about the 
adequacy of financial management and reporting.  These functions are best 
delivered by an Audit Committee, independent form the Executive and Scrutiny 
functions” 

1.2 On the last Use of Resources Assessment, Breckland Council achieved level two for 
Internal Control.  In order to attain a higher level, there is a need to establish an Audit 
Committee.  This will bring a number of advantages and also address the criticisms 
raised by the CPA Inspectors and Peer Review Teams. These are shown in section 
4.2 below. 

2. KEY DECISION 

2.1 This is not a key decision. 

3. COUNCIL PRIORITIES 

3.1 The matter raised in this report falls within the following Council priorities: 

• A safe and healthy environment 

• A well planned place to live which encourages vibrant communities 

• A prosperous place to live and work. 
 

4. AUDIT COMMITTEE 

4.1 Purpose of the Committee  

4.1.1 The purpose of the Audit Committee is to oversee the work of the Internal and External 
Audit functions and provide independent assurance of the effectiveness of governance 
arrangements, risk management and financial management processes.   

4.2 Benefits of an Audit Committee 

4.2.1 Effective Audit Committees can benefit local authorities by:- 

• Raising greater awareness of the need for internal control and the 
implementation of audit recommendations. 

• Increasing public confidence in the objectivity and fairness of financial and 
other reporting. 

 



• Reinforcing the importance and independence of internal and external audit 
and any other similar review process (e.g. providing a view on the Statement of 
Internal Control). 

• Providing additional assurance through a process of independent and objective 
review. 

4.2.2 Effective internal control and the establishment of an Audit Committee can never 
eliminate the risks of serious fraud, misconduct or misrepresentation of the financial 
position.  However, an Audit Committee:- 

• Can give additional assurance through a process of independent and objective 
review. 

• Can raise awareness of the need for sound control and the implementation of 
recommendations by internal and external audit. 

4.3 Terms of Reference 

4.3.1 Flowing from the above, the proposed Terms of Reference for the Audit Committee, in 
line with CIPFA’s recommendations, are: 

• To consider and approve the external audit fee. 

• To consider and approve annually the Internal Audit Strategic and Annual 
Plans, in addition to the audit plans of the External Auditor, and monitor 
subsequent performance against these plans 

• To consider Internal and External Audit reports and letters, including the Annual 
Letters and reports. 

• To comment on the scope and depth of Internal and External Audit work in 
addressing the authority’s significant risks, and reviewing the authority’s 
programme and processes for achieving value for money. 

• To commission ad-hoc work from Internal and External Audit. 

• To satisfy itself that the system of internal control has operated effectively 
throughout the year. 

• To consider and comment upon the effectiveness of the system of internal and 
external audit. 

• To review the Council’s arrangements to counter fraud and corruption. 

• To consider the extent of the Council’s compliance with its own and other 
published financial standards and controls. 

• To review the Annual Statement of Accounts and be given delegated power to 
approve the final accounts. 

• To monitor the effective development and operation of Risk Management in the 
Council. 

• To make a formal annual report on the Committee’s work and performance 
during the year to full Council. 

• To hold annual private discussions with the Head of Internal Audit and the 
External Audit to review working relationships with auditees, etc. 

• To assess the Committee’s own effectiveness on an annual basis. 

4.4 Composition of the Committee 

4.4.1 The Audit Committee needs to be politically balanced and independent of the 
Executive and Scrutiny functions.  CIPFA guidance recommends between three and 
five Members for an Audit Committee.  It is suggested that the Committee comprise 
five Members (four Conservatives and one from the minority parties).  The suggested 
quorum is three Members.  In view of this quorum, it is suggested that Substitute 
Members be appointed. 

4.4.2 The Committee may appoint external representatives as co-opted advisors, albeit they 
will not have voting rights.  The Members Allowances Panel will need to consider 
whether these representatives are paid an allowance.  A suggested person 
specification for the Independent representative is shown at Appendix 1. 



4.4.3The Chairman of the Audit Committee must not be an Executive Member. This is 
essential in order to promote the objectivity of the Audit Committee, its authority and to 
enhance its standing in the eyes of the public. 

4.4.4 There is clearly a requirement to choose Members with the right set of skills and 
experience.  CIPFA suggest the committee members should be familiar with: 

• Governance – understanding the requirements of legislation and of local 
arrangements. 

• Risk management – recognising the requirements of CPA in English 
Authorities. 

• Internal control assurance 

• The organisations core activities 

• Financial management, accounting concepts and standards 

• Regulation and compliance. 

4.4.5 This is a demanding person specification.  Therefore, training may be required 
involving: 

• Induction for the first set of Members and any subsequent replacement(s) 

• Specific training covering the skills needed as outlined in 4.4.4 above. 
 
4.5 Meeting Arrangements 
 

4.5.1 The frequency and timing of meetings is a matter for the Audit Committee to 
determine, based on the Council’s committee timetable and needs.  However, it is 
recommended that at least four meetings per year be held. 

4.5.2 The Audit Committee will report direct to Council, but has powers to refer specific 
issues to the Cabinet or Scrutiny, as appropriate. 

 
5.      OPTIONS AVAILABLE 
 
5.1 To establish an Audit Committee. 
 
5.2 To not establish an Audit Committee and maintain the current committee structure. 
 
6. REASONS FOR RECOMMENDATION(S) 
 
6.1   It is important to establish an Audit Committee to comply with CIPFA best practice, 

improve Corporate Governance and to enable improved scoring on the Use of 
Resources Assessment. 

 
6.2  Failure to do this may impact on future Use of Resources Assessments and the 

Council’s future CPA judgement. 
 
7. RECOMMENDATION(S) 
 
7.1 To recommend to Council the establishment of an Audit Committee, with the 

appropriate amendments to the Council’s Constitution, as follows: 
 

• That the Committee comprise of Five Members (and named substitute 
Members) and be politically balanced (currently four Conservatives and one 
from the minority parties). 

 

• That the Terms of Reference, as detailed in paragraph 4.3.1, be adopted. 
 

• The Committee may appoint external representatives as co-opted advisors, 
albeit they will not have voting rights.  The Members Allowances Panel will 
need to consider whether these representatives are paid an allowance. 

 

• The Audit Committee will determine its meeting programme/schedule but at 
least four meetings will be held each year. 



 
Appendices: 
Appendix 1 – Audit Committee Independent Person – Person Specification 
 
   
 
 

Where appropriate, this report has taken account of the need for compliance with  
§ The Council’s Equal Opportunities Policies 
§  Section 17, Crime & Disorder Act 1998 
§ Human Rights Act 1998  
§ Section 40, Natural Environment and Rural Communities Act 2006 

 



APPENDIX 1 
 
 
 
 

AUDIT COMMITTEE – INDPENDENT PERSON 
 

PERSON SPECIFICATION 
 
Experience 
You will be a person who has experience working in a medium/large organisation at a senior 
level or other experience which would give similar benefits. 
 
Financial management experience (accountancy, audit or management of a large budget) 
would be advantageous. 
 
Skills 

• Able to understand complex issues and the importance of accountability and probity in 
public life. 

• Able to analyse and assess evidence and come to a rational conclusion. 

• Able to reconcile the ideal with reality and practicality. 

• Able to demonstrate objectivity. 

• Able to demonstrate integrity and discretion. 

• Able to make decisions. 

• Must possess effective interpersonal skills. 
 
Knowledge 
Some knowledge of local government would be useful. 
 
Knowledge of corporate governance arrangements in either public or private sectors would 
be beneficial. 
 
Knowledge of risk management. 
 
Commitment 
This post will take up to about four half days per annum for meetings plus preparation time. 
 
Additional attendance may be required in the early stages of the formation and 
establishment of the Audit Committee. 
 
In addition, there is an expectation that the person will be able to attend additional meetings 
as required by business. 
 
Other 

• You must not be a councillor or officer of the council or have been so in the preceding 
five years prior to appointment. 

• You should not be related to a councillor or officer of the council, where such a 
situation could potentially cause a conflict of interests and affect your objectivity. 

• You must have no criminal convictions. 

• You must not be an undischarged bankrupt. 

• You should have no significant business dealings with the council. 

• You should have no connection with any political group. 
 
Payment 
This public office does not command a salary; however a reasonable allowance will be paid 
together with reimbursement for travelling and subsistence expenses. 


