
SOUTH HOLLAND DISTRICT COUNCIL

Report of: Suzanne Jones - Interim Executive Director Commercialisation 

To: Governance and Audit Committee - 15 December 2016

Author: Emma Hodds, Internal Audit Consortium Manager

Subject: Review of Terms of Reference

Purpose: To review the terms of reference of the Committee, and to incorporate best 
practice and comments from previous self-assessment exercises. 

Recommendations: 

1) That the Committee note the proposed purpose and terms of reference for the Governance 
and Audit Committee and that these are put forward to Full Council for approval and formal 
adoption, subject to any amendments

2) That the Committee note the proposed enhancements to eligibility to serve on the Committee 
and that these are put forward to Full Council for approval and formal adoption, subject to 
any amendments.

1.0 BACKGROUND

1.1 It is good practice to review the terms of reference of a committee to ensure that they are 
clear and cover the remit of the committee, adopting good practice and outcomes from 
self-assessment exercises. 

1.2 This report comments on; the frequency of the meetings, purpose of the Committee, 
membership of the Committee, changes to the terms of reference and proposed revised 
terms of reference. 

1.3 Frequency of meetings

1.3.1 Currently the Committee meets five times a year to discuss items of business, it is 
proposed that these remain, in order to incorporate the early closedown of the accounts in 
future years and the desire of the Committee to see the draft statement of accounts.

1.4 Purpose of the Committee

1.4.1 The purpose of the Committee is currently defined as: 

“The purpose of the committee is to monitor and if necessary make recommendations to 
review the corporate governance and audit arrangements for South Holland District 
Council. The four key areas of responsibility for the committee are to: (1) review financial 
statements, (2) review internal controls, (3) review internal audit progress and (4) appoint 
the external auditor.”

1.4.2 It is proposed that these are amended as follows to cover the breadth of the role of the 
Committee and to reflect the best practice requirements;



“The purpose of the Governance and Audit Committee is to monitor governance, risk 
management and internal control arrangements at the Council, to ensure these are 
effective and efficient. This is achieved through key regular items received by the 
Committee in relation to; internal and external audit, key finance items, governance 
reviews and strategic risk management reporting”.

1.4.3 The Governance and Audit Committee plays a key role in overseeing the Council’s 
governance, risk management and internal controls at a corporate level. Operational 
matters are scrutinised by the Council’s Performance Development Panel and Policy 
Monitoring Panel Commission.

1.5 Membership of the Committee

1.5.1 Current membership is seven non Cabinet members, excluding the Chairman of the 
Council; it is not proposed to change this. However there is no further restriction on 
membership to this Committee, and it is recommended to consider introducing this in line 
with other Council’s and best practice guidance. 

1.5.2 Ultimately members on the Committee must be independent enough from the Executive 
function i.e. Cabinet to be able to objectively review the items received for consideration. 

1.5.3 The restrictions for all members are recommended as follows:

 Cabinet members do not serve on the Governance and Audit Committee;
 The Chairman of the Governance and Audit Committee does not also serve on the 

Scrutiny Committee (at South Holland this is the Performance Monitoring Panel and 
the Policy Monitoring Panel);

 No more than two members can also sit on Scrutiny Committee (at South Holland 
this is the Performance Monitoring Panel and the Policy Monitoring Panel);

1.5.4 In addition CIPFA highlight that in relation to the Chairman of the Council, this person 
should be independent, not on Cabinet, and not carrying out an executive or leadership 
role. 

1.6 Changes to the terms of reference

1.6.1 The current terms of reference of the Committee are attached at Appendix A to this report.

1.6.2 Some of the wording has been slightly amended to make the reference more specific but 
there has been no change to the meaning inferred within these references/

1.6.3   The specific changes are as follows:

 Section 2 within the current terms of reference – “to review the draft HRA Estimates 
and Business Plan on an annual basis, as part of the existing budget process and 
consultation”. It is proposed to be removed and that the HRA budget process 
follows the same process as the General Fund.

 Section 7 within the current terms of reference – “to provide assurance on the 
internal controls and procedures in place within the Merges Services Organisation 
to safeguard the Council’s resources and interested and ensure proper standards of 
corporate governance”. This is covered through the reviews within the Internal Audit 
Plan for the Council, provided by either Eastern Internal Audit Services or East 
Lindsey District Council and results from these reviews are provided through the 
Progress Reports received by the Committee – this is proposed to be deleted.



 Section 11 within the current terms of reference – “to be consulted on the 
appointment or dismissal of the Head of Internal Audit”. This is relevant in private 
practice but not applicable in Local Government – this is proposed to be deleted. 

The terms of reference have also been displayed slightly differently to make it clear which 
areas terms refer to; internal audit, external audit, accounts / finance, risk management 
and governance. 

1.7 Proposed (revised) terms of reference

1.7.1 In light of the changes mentioned above the proposed terms of reference are attached at 
Appendix B to this report. 

2.0 OPTIONS

2.1   To review the terms of reference in light of best practice.

2.2 To do nothing; this is not recommended as it is important that Committee terms of 
reference are regularly reviewed. 

3.0 REASONS FOR RECOMMENDATIONS

3.1 The terms of reference of the Committee have been reviewed to ensure that best practice 
is followed and that comments made by Members and Officers can be incorporated into 
the review. 

4.0 EXPECTED BENEFITS

4.1 That the revised terms of reference for the Committee will ensure that best practice 
continues to be followed by the Committee and that these are more reflective of the work 
undertaken by the Committee.

5.0 IMPLICATIONS

5.1 Constitution & Legal

5.1.1 Amendments will be needed to the Constitution if the proposed terms of reference are 
approved by Full Council.

5.2 Corporate Priorities

5.2.1 The Governance and Audit Committee, through the report that it receives, ensures that 
Officers outcomes and actions help the Council to meet its Corporate Priorities. 

5.3 Reputation 

5.3.1 By following best practice the Governance and Audit Committee ensures that the 
reputation of the Council remains high.

5.4.1   Risk Management 

5.4.1 Risk Management is a key consideration in of the Committee, through many of the reports 
it receives.



6.0 ACRONYMS 

6.1 CIPFA – The Chartered Institute of Public Finance and Accountancy

Background papers:- None

Lead Contact Officer
Name and Post: Emma Hodds Internal Audit Consortium Manager
Telephone Number: 01508 533791
Email: ehodds@s-norfolk.gov.uk

Key Decision: No

Exempt Decision: No 

This report refers to a Mandatory Service

Appendices attached to this report: 

Appendix A Current Terms of Reference for Governance and Audit Committee
Appendix B Proposed Terms of Reference for Governance and Audit Committee



Appendix A - Current Terms of Reference for Governance and Audit Committee

7 non-Cabinet members, excluding the Chairman of the Council.

Quorum 3

1. To investigate/consider and make recommendations to full Council as necessary in the following 
matters:
(a) the appointment of the external audit and assessment of the independence of the
external auditor
(b) the external audit fee and pre-approval of any fees in respect of non-audit services provided by 
the external auditors, subject to permitted levels established by the Cabinet and ensuring that the 
provision of non-audit services does not impair the external auditors’ independence or objectivity;
(c) following discussions with the external auditors before the audit commences, the nature and 
scope of the audit to review the auditors’ quality control procedures and steps taken by the auditor 
to respond to changes in regulatory and other requirements;
(d) ’Treasury Management’

2. To review the Draft HRA Estimates and Business Plan on an annual basis, as part of the 
existing Budget process and consultation. The review to be undertaken at a single issue meeting 
held in addition to the Committee's annual schedule of meetings. Any additional meetings required 
throughout the year to consider related issues to be arranged when necessary.

3. To approve the annual financial statements subject to the review, and challenge where 
necessary, the actions and judgements of management, paying particular attention to:-
(a) critical accounting policies and practices, and any changes in them;
(b) decisions requiring a major element of judgement;
(c) the extent to which the financial statements are affected by any unusual transactions in the year 
and how they are disclosed;
(d) the clarity of disclosures;
(e) significant adjustments resulting from the audit;
(f) compliance with accounting standards;
(g) reviewing the statement on internal control/Annual Governance Statement prior to
endorsement by the Council and to review the policies and process for identifying and assessing 
business risks and the management of those risks by the company;

4. to discuss problems and reservations arising from the interim and final audits and any matters 
the auditors may wish to discuss (in the absence of management,
where necessary);

5. to review the external auditor’s management letter and management response;

6. to review formally the effectiveness of the external and internal audit processes;

7. to provide assurance on the internal controls and procedures in place within the Merged 
Services Organisation to safeguard the Council's resources and interests and ensure proper 
standards of corporate governance;

8. to review the internal audit programme and system and ensure that the Internal Audit function is 
adequately resourced and has appropriate standing within the Council;

9. to consider management’s response to any major external or internal audit recommendations; 



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

11. to be consulted on the appointment or dismissal of the Head of Internal Audit;

12. to maintain an overview of the Council’s constitution in respect of contract procedure rules, 
financial regulations;

13. to review allegations from whistleblowers; and the anti-fraud and anti-corruption strategy;

14. to consider, where appropriate, management’s response to any major complaints and the 
Council’s complaints process;

15. to review management’s and the internal auditor’s reports on the effectiveness of the systems 
for internal control, financial reporting and risk management;

16. to oversee the production of the authority’s Annual Governance Statement including the 
Statement of Internal Control and to recommend its adoption;

17. to consider other topics, as defined by the Council, or considered appropriate by the 
Committee in the context of the above responsibilities.



Appendix B - Proposed Terms of Reference for Governance and Audit Committee

The purpose of the Governance and Audit Committee is to monitor governance, risk management 
and internal control arrangements at the Council, to ensure these are effective and efficient. 

This is achieved through key regular items received by the Committee in relation to; internal and 
external audit, key finance items, governance reviews and strategic risk management reporting.

Internal Audit

To consider and approve annually the Internal Audit plan of work, considering the scope and depth 
of the work in addressing the Council’s significant risks and issues.

To consider the outcomes of the internal audit plan of work and to monitor management’s progress 
in implementing agreed audit recommendations.

To consider and approve the Annual Report and Opinion of the Head of Internal Audit, ensuring 
that the systems of internal control, governance and risk management have been effective and 
efficient over the course of the year.

To consider the performance of the internal auditors in relation to the adherence to the Public 
Sector Internal Audit Standards.

External Audit

To consider and approve the appointment of the External Auditor.

To consider annually the External Audit plan of work.

To consider External Audit reports and letters.

Accounts / Finance

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

To review and approve the annual Statement of Accounts and the Annual Governance Statement 
contained therein.

To approve the Council’s Treasury Management Strategy & Policy and subsequent performance 
against this.

Risk Management

To review the strategic risks that the Councils faces and ensure that there are being appropriately 
managed, monitored and mitigated. 

Governance

To review the Council’s arrangements for governance, with particular regard to the Local Code of 
Corporate Governance.

To review the Council’s arrangements to counter fraud and corruption, with particular regard to the 
policies on: Counter Fraud, Whistleblowing and Money Laundering.



To hold periodic private discussion with the Head of Internal Audit and the External Auditors to 
review working relationships and discuss any pertinent issues.

To commission ad-hoc work from internal and external audit.

To report annually to Full Council on the Committee’s work and performance during the financial 
year.

To assess the Committee’s own effectiveness on an annual basis against best practice.


