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AUDIT COMMITTEE 
TERMS OF REFERENCE 

 
Status:    Committee of the Trust Board 
 
Chair     Non-Executive Director 
 
Clerk     Trust Secretary 
 
Frequency of Meetings  6 times a year (plus an extra-ordinary meeting to  
     consider and approve the Annual Accounts, Annual  
     Report (including the Annual Governance Statement)  
     and Quality Account 
 
Quorum The Committee would be quorate with two Non-

Executive Directors  
 
1. Constitution 
 
1.1   The Board hereby resolves to establish a Committee of the Board to be known as the 

Audit Committee.  The Committee is a Non Executive Committee and has no 
executive powers, other than those specifically delegated in these Terms of 
Reference.  The Terms of Reference can only be amended with the approval of the 
Trust Board.  

  
1.2   The Committee is authorised by the Board to investigate any activities within its 

terms of reference.  It is authorised to seek any information it requires from any 
employee and all employees are directed to co-operate with any request made by the 
Committee.  The Committee is authorised by the Board to obtain outside legal or 
other independent professional advice and to secure the attendance of outsiders with 
relevant experiences and expertise if it considers this necessary.  

 
1.3   In undertaking its responsibilities the Committee will assist with the discharging of the 

responsibilities of the Trust’s Accountable Officer, who under the terms of the 
National Health Service Act 2006 is held responsible to Parliament, by the Public 
Accounts Committee, for the overall stewardship of the organisation and the use of 
its resources. 

 
2. Purpose 
 
2.1   The purpose of the Committee is to provide the Board with assurance concerning all 

aspects of internal and external audit, integrated governance and internal control and 
to ensure that they are in place and functioning to support the achievement of the 
organisation’s objectives.  

  
2.2   To provide assurance to the Board through liaison with other subcommittees as 

necessary that the structures, systems and processes for effective integrated 
governance, risk management and internal control are in place and functioning to 
support the organisation’s activities that supports the achievement of the 
organisations objectives.  
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2.3   To assure the Board that, where there are issues of internal control that may 

jeopardise the Trust’s ability to deliver its objectives, that these are being managed in 
a controlled way through the Trust Leadership Executive Committee. 

 
2.4 To exercise the functions set out in part 3, section 9 of the Local Audit and 

Accountability Act 2014 (as detailed below). 
 
3. Membership 
 
3.1   The Committee will be appointed by the Board and its membership shall consist of 
 

 A minimum of two Non-Executives Directors; 

 A nominated deputy Non-Executive Director. 
 

The Trust’s Chair should not be a member of the Committee or attend meetings. 
 

3.2   The following members of the Executive team will attend on a regular basis; 
however, they will not be formal members of the Committee: 

 

 Chief Financial Officer; 

 Director of Strategy and Corporate Services 

 Medical Director. 
 

Executive members should nominate an appropriate deputy to attend in their 
absence.   The named Executive should not routinely allocate attendance at the 
Committee to their nominated deputy and should only happen as a result of planned 
or unforeseen absence by the named Executive.  It should be noted that nominated 
deputies should be specifically identified and should not be different for each meeting 
of the Committee that they attend.   

 
3.3   In addition representatives from the following organisations will be required to attend 

each meeting of the Committee: 
 

 Internal Audit 

 External Audit 

 Local Counter Fraud Specialist 
 
3.4  Nominated Deputy Non-Executive Directors will not regularly attend meetings. They 

can however attend at their own discretion.   
 
3.5 The Chief Executive has a standing open invitation to any meetings of the Committee 

and to have access to the agenda and papers on request from the Trust Secretary. 
 
4. Duties and responsibilities 
 
4.1    Governance, risk management and internal control   
  
4.1.1   The Committee shall review the establishment and maintenance of an effective 

system of integrated governance, risk management and internal control, to ensure 
that they are in place and functioning to support the achievement of the 
organisation’s objectives.  

 
4.1.2 The Committee will review the adequacy and effectiveness of:   

 
 

 All risk and control related disclosure statements (in particular the Annual 
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Governance Statement), together with any accompanying Head of Internal Audit 
statement, external Audit opinion or other appropriate independent assurances, 
prior to endorsement by the Board; 

 
 

 The underlying assurance processes that indicate the degree of achievement of 
corporate objectives, the effectiveness of the management of principal risks and 
the appropriateness of the above disclosure statements;  

 

 The policies for ensuring compliance with relevant regulatory, legal and code of 
conduct requirements and related reporting and self-certification (including for 
compliance with registration requirements of CQC);   
 

 The effectiveness of the arrangements in place by which staff may, in 
confidence, raise concerns about possible improprieties in matters of finance 
reporting, financial control or any other matter and for appropriate follow-up 
actions; 

 

 The policies and procedures for all work related to fraud and corruption as set 
out in Secretary of State Directions and as required by the Counter Fraud and 
Security Management Service;   
 

 The procedures for whistle blowing and ensure that arrangements are in place 
by which staff may, in confidence, raise concerns about possible improprieties in 
matters of financial reporting, financial control or any other matters. 

 
4.1.3   In carrying out this work, the Committee will primarily utilise the work of Internal 

Audit, External Audit, Local Counter Fraud Service, Clinical Audit and other 
assurance functions, but will not be limited to these Audit functions. It will also seek 
reports and assurances from executive directors and managers as appropriate, 
concentrating on the overarching systems of integrated governance, risk 
management and internal control, together with indicators of their effectiveness.  This 
will be evidenced through the Committee’s use of an effective Assurance Framework 
to guide its work and that of the Audit and assurance functions that report to it.   

  
4.2   Internal audit   
  
4.2.1   The Committee shall ensure that there is an effective internal Audit function 

established by management that meets mandatory NHS Internal Audit Standards 
and provides appropriate independent assurance to the Audit Committee, Chief 
Executive and Board. This will be achieved by:   

  

 Consideration of the provision and appointment of the Internal Audit service, the 
cost of the Audit and any questions of resignation and dismissal;  

 

 Review and approval of the Internal Audit strategy, operational plan and more 
detailed programme of work, ensuring that this is consistent with the Audit needs 
of the organisation as identified in the Assurance Framework;   

 

 Consideration of the major findings of internal Audit work (and management’s 
response and follow-up and implementation of all recommendations); 

  

 Ensuring co-ordination between the Internal and External Auditors to optimise 
Audit resources;   
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 Ensuring that the Internal Audit function is adequately resourced and has 
appropriate standing within the organisation;   

 

 Annual review of the effectiveness of internal Audit.   
 
4.3   External audit   
 
4.3.1   The Committee will review the work and findings of the External Auditor and will 

consider the implications and management responses to their work. This will be 
achieved by:   

   

 Discussion and agreement with the External Auditor, before the Audit 
commences, of the nature and scope of the Audit as set out in the Annual 
Plan, and ensure co-ordination, as appropriate, with other External Auditors in 
the local health economy; 

   

 Review all External Audit reports, including agreement of the annual Audit 
letter and any work carried outside the annual Audit plan, together with the 
appropriateness of management responses.   
 

4.4   Local counter fraud service 
 

4.4.1 The Committee should satisfy itself that adequate arrangements are in place to 
 counter fraud in the Trust.  The Committee will ensure that the counter fraud work 
 and findings of the LCFS are effective within the Trust, and that the work is compliant 
 with NHS Protect’s framework of standards for countering fraud, bribery and 
 corruption (See NHS Protect’s ‘Standards for Providers 2014/15’, NHS Anti-Fraud 
 Manual and other relevant NHS Protect guidance).  Counter fraud work undertaken 
 by the LCFS should be sufficiently effective within the Trust as to provide a level of 
 assurance to the Audit Committee, Chief Executive and Board.  This will be achieved 
 by: 
 

 Consideration of the provision and appointment of the LCFS service and the 
cost of this service;  
 

 Ensuring the LCFS is fully accredited (ACFS) as well as compliant with NHS 
Protect standards, and has followed the procedure for official nomination of 
LCFS function within the Trust; 
 

 Reviewing and approving LCFS strategic work plans / programmes of 
proactive work for counter fraud, ensuring this is consistent with the needs of 
the Trust and is compliant with NHS Protect’s framework of standards for 
providers;  
 

 Consideration of the effectiveness of investigations undertaken by LCFS into 
allegations of fraud and corruption, including all recommendations made, 
including scrutinising interim reports / full reports made to the Director of 
Finance and the recommendations made therein; 
 

 Ensuring coordination between LCFS and Internal Audit to optimise any 
resource crossover and identify patterns and trends for further review. 
 

 Chair of the Audit Committee meeting annually with the LCFS to ensure there 
is a clear understanding of fraud issues and risks.  
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4.5   Other assurance functions  
  
4.5.1   The Audit Committee will review the findings of other significant assurance functions, 

both internal and external to the organisation, and consider the implications for the 
governance of the organisation.  This includes, but is not limited to, Care Quality 
Commission (CQC) and National Health Service Litigation Authority (NHSLA) and 
professional bodies with responsibility for the performance of staff or functions (for 
example Royal Colleges, accreditation bodies, etc);  

  
4.5.2   In addition, the Committee will review the work of other committees within the 

organisation to ensure they are meeting their terms of reference, in particular with 
regard to the monitoring and maintenance of  the Board Assurance Framework. 

  
4.6    Management   
  
4.6.1   The Committee shall request and review reports and positive assurances from 

directors and managers on the overall arrangements for governance, risk 
management and internal control. They may also request specific reports from 
individual functions within the organisation as may be appropriate to the overall 
arrangements.   

  
4.7   Financial reporting   
  
4.7.1   The Audit Committee shall monitor the integrity of the financial statements of the 

Trust and any formal announcements relating to the Trust’s financial performance.  
  
4.7.2   The Committee should ensure that the systems for financial reporting to the Board, 

including those of budgetary control, are subject to review as to completeness and 
accuracy of the information provided to the Board.  

  
4.7.3   The Audit Committee shall review the Annual Report and Financial Statements 

before submission to the Board, focusing particularly on:   
  

 Review the process for the producing the Annual Governance Statement and 
other disclosures relevant to the Terms of Reference of the Committee; 

 Changes in, and compliance with, accounting policies, practices and 
estimation techniques; 

 Unadjusted mis-statements in the financial statements; 

 Significant judgements in preparation of the financial statements;  

 Significant adjustments resulting from the audit; 

 Letter of representation; 

 Qualitative aspects of financial reporting.   
 

4.8  The Committee will review:  
  

 the entries recorded in the register of interests; 

 the entries recorded in the hospitality register; 

 the entries recorded in the Trust seal register; 

 the entries recorded in the tender/quotation waiver register; 

 the losses and compensation schedule.  
 

5.   Auditor Panel 
 
5.1 The Committee’s responsibilities have been extended to act as the Auditor Panel. 

The terms of reference for the Auditor Panel are appended to these terms of 
reference (appendix 1). 
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5.2 Auditor Panel business will be conducted at the end of the Audit Committee agenda, 
and the agenda sectioned so as to make it clear that what follows is Auditor Panel 
business. 
 

5.3 The minutes of the Auditor Panel meetings will be formally recorded and The chair of 
the auditor panel must draw to the attention of the Board any issues that require 
 disclosure to the full Board, or require executive action. 

 
6.   Other matters  
  
6.1   The Committee may, under powers delegated to it by the Board, review and approve 

the annual accounts and all supporting documents and report this to the Board.  
Where is does not feel able to approve the accounts and supporting documents the 
Chairman of the Committee will raise this with the Chairman of the Board in the first 
instance and agree the most appropriate action to be taken. 
 

7. Required attendance 
 
7.1 The Committee members will be required to attend a minimum of 70% of all 

meetings. 
 

7.2 The Committee may request attendance by relevant staff at any meeting. 
 

7.3 The Committee should meet privately with External and Internal Audit at least once 
per year. 
 

8. Accountability and reporting arrangements 
 
8.1   The Committee shall be directly accountable to the Trust Board.  
 
8.2   The Chair of the Committee shall prepare a summary report to the Board detailing 

items discussed, actions agreed and issues to be referred to the Board.  
 
8.3   The minutes of the Audit Committee meetings shall be formally recorded.   

 
8.4   The Committee shall refer to the Board any issues of concern it has with regard to 

any lack of assurance in respect of any aspect of its work.   
 

8.5   The Committee will report to the Board annually on its work in support of the audit 
agenda and Trust objectives, specifically commenting on relevant aspects of the 
Board Assurance Framework and relevant regulatory frameworks. 
 

9. Review and monitoring 
 
9.1   The Committee will undertake and evidence an annual review of its performance 

against the NHS Audit Committee Handbook’s self-assessment checklist in order to 
evaluate its effectiveness, the fulfilment of its functions in connection with the terms 
of reference and achievement of duties.  This report will be provided to the Trust 
Board as part of its Audit Committee Annual Report. 
 

9.2   Terms of Reference will be reviewed annually and approved by the Board. 
 
 
Terms of Reference Ratified by:   Trust Board 
Date of Ratification    April 2016 
Date of Review    April 2017 


