
Report of the       Agenda Item No: 
Service Director Finance     Meeting: 30 June 2009 
 
 

NORTH LINCOLNSHIRE COUNCIL 
 
 
 
 

AUDIT COMMITTEE TERMS OF REFERENCE 
 
 
 
 
 
 
 
 
 
 
 

 
 
2. BACKGROUND INFORMATION 
 

2.1. On 14 November 2005 CIPFA issued practical guidance on audit 
committees ‘Audit Committees Practical Guidance for Local 
Authorities’. This recommended the establishment of an independent 
and dedicated audit committee.  

 
2.2 The council’s Audit Committee was established in May 2006 in line with 

this guidance including suggested terms of reference.  
 
2.3 At the start of each municipal year the terms of reference have been 

updated with minor amendments to reflect changes in terminology e.g 
the Annual Governance Statement replaces the Statement on Internal 
Control. 

 
2.4 Updated terms of reference for the Audit Committee are attached in 

Appendix A. Two changes have been made: 
• The Committee’s role in monitoring arrangements for achieving 

value for money as part of the council’s regulatory framework 
has been made clearer 

• An additional role to maintain an overview of the council’s 
treasury management arrangements has been included. This is 
in response to advice received from CIPFA and other sources 
following the Icelandic banking crisis and general instability in 
the financial markets. Further details are contained in the 
Treasury Management and Investment Strategy Annual Report 
2008/09 elsewhere on this agenda. 

.  

AUDIT COMMITTEE 

 
1. OBJECT AND KEY POINTS IN THIS REPORT 
 

1.1 To ask Members to approve updated terms of reference for the
Audit Committee. 

 
1.2 The terms of reference comply with professional guidance on best

practice and reflect the Audit Committee’s current scope of work
with an additional role for monitoring treasury management
arrangements.       

 



2.5 These now better reflect the Committee’s role in monitoring 
arrangements for achieving value for money and treasury management 
as part the council’s regulatory framework.        

            
  3 OPTIONS FOR CONSIDERATION 

 
3.1 The Committee should consider whether the updated terms of 

reference provides sufficient scope to obtain assurance on the 
adequacy of the council’s internal control and governance 
arrangements. The Committee should ask questions about the 
contents of the report and seek clarification as necessary. 

    
3.2 The Committee may consider that updated terms of reference do not 

provide sufficient assurance on the adequacy of internal control and 
governance arrangements. 

 
4. ANALYSIS OF OPTIONS 
 

4.1 The updated terms of reference complies with professional guidance 
available and is designed to provide this Committee with sufficient 
scope to gain adequate assurance on the council’s internal control and 
governance arrangements. Members should ask sufficient questions to 
ensure adequate assurance can be obtained through these terms of 
reference. 

 
4.2 The option set out in paragraph 3.2 represents an opportunity missed 

to ensure the Audit Committee’s terms of reference properly clarified 
reflect the Committee’s work.  

 
5. RESOURCE IMPLICATIONS (FINANCIAL, STAFFING, PROPERTY.IT) 
 

5.1 There are no additional resources implications. 
 

5.2 Regular reviews of internal control and governance arrangements 
should safeguard the council’s assets and ensure that value for money 
is achieved in the use of resources. There are no staffing, property or 
IT implications. 

 
6. OTHER IMPLICATIONS (STATUTORY, ENVIRONMENTAL, DIVERSITY, 

SECTION 17 – CRIME AND DISORDER, RISK AND OTHER) 
 

6.1 The Chief Financial Officer has a statutory duty under the provisions of 
the Local Government Act 1972 to ensure the proper administration of 
the council’s financial affairs. The council also has a duty under the 
Local Government Act 1999 to make arrangements to secure 
continuous improvement in the way in which its functions are 
exercised, having regard to a combination of economy, efficiency and 
effectiveness.  

 
6.2 The evaluation of the council’s arrangements will help to promote good 

corporate governance.  
 
 



7. OUTCOMES OF CONSULTATION  
 

7.1 The updated terms of reference are the result of consideration of 
professional guidance and discussions between the Service Director 
Finance and Audit and Risk Manager. 

 
8. RECOMMENDATIONS 
 

8.1 The Audit Committee should consider whether the updated terms of 
reference provides a sufficient scope to provide an appropriate level of 
assurance on the adequacy of the council’s internal control and 
governance arrangements.  

 
8.2 That the updated terms of reference for the Audit Committee are 

approved. 
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APPENDIX A 

 
 Audit Committee Terms of Reference for North Lincolnshire Council 
 
Audit Activity 
 

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

 
(b) To consider significant issues arising from internal audit reviews carried out 

and high risk agreed actions not implemented within a reasonable timescale. 
 

(c) To consider the external auditor’s annual letter, relevant reports, and the 
report to those charged with governance. This includes reports dealing with 
the management and performance of the internal audit service. 

 
(d) To consider specific reports as agreed with the external auditor. 

 
(e) To comment on the scope and depth of external audit work and to ensure it 

gives value for money. 
 

(f) To liaise with the Audit Commission over the appointment of the council’s 
external auditor. 

 
 
Regulatory Framework 
 

(a) To maintain an overview of the council’s constitution and governance 
arrangements in respect of contract procedure rules and financial regulations.   

 
(b) To monitor the effectiveness of the council’s risk management arrangements. 

This includes: 
• monitoring and reviewing the Strategic Risk Management Group’s 

facilitation role in maintaining and developing the risk management 
framework in accordance with best practice.  

• approval of the risk management strategy 
• consideration of progress reports throughout the year. 

 
(c) To monitor the council’s anti-fraud and anti-corruption strategy (including the 

Whistle Blowers’ Charter)  
 

(d) To oversee the production of the council’s Annual Governance Statement and 
adopt it as part of the council’s accounts . 

 
(e) To consider the council’s arrangements for corporate governance and 

agreeing necessary action to ensure compliance with best practice. 
 

(f) To consider the council’s compliance with its own and other published 
standards and controls. 

 
(g) To monitor the effectiveness of VFM arrangements throughout the council.  



 
(h) To maintain an overview of the council’s treasury management arrangements. 

 
 

Accounts 
 

(a) To review and/or 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. 

 
(b) To consider the external auditor’s report to those charged with governance on 

issues arising from the audit of the accounts. 
 
   
 


