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Annex D Terms of reference of the Audit and Risk 
Assurance Committee Committee of the Water Services 
Regulation Authority (Ofwat) 

 The Board has established a committee called the Audit and Risk Assurance 

Committee to support it in its responsibilities for issues of risk, control and 

governance and associated assurance by: 

 reviewing the comprehensiveness and completeness of the sources of 

assurances which are designed to meet the needs of the Board and Accounting 

Officer; 

 reviewing the reliability and integrity of these assurances; and 

 providing an opinion on how well the Board and accounting officer are supported 

in decision taking and discharging their accountability obligations (particularly in 

respect of financial reporting and risk management). 

 The Audit and Risk Assurance Committee acts only in an advisory capacity and 

has no executive powers. 

Membership 

 The Audit and Risk Assurance Committee members will include at least two 

non-executive members of the Ofwat Board, one of which will chair the Audit 

and Risk Assurance Committee. The membership may also include external 

independent members who are not non-executive members of the Ofwat Board 

to provide specialist advice as necessary. 

 At least one member of the Audit and Risk Assurance Committee will be 

financially qualified and able to provide a view on the Annual Report and 

Accounts. The other members of the Audit and Risk Assurance Committee will 

have a mix of skills and experience, to provide a range of expertise to cover the 

activities of the organisation. 

 All new members will be provided with induction training and the organisation 

will provide for any additional development which is deemed necessary for the 

member to fulfil their role on the committee. The Chair of the Audit and Risk 

Assurance Committee will hold an annual review with each member and any 

training or development needs will be taken forward with the agreement of the 

organisation. 
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 The Board will appoint the members of the Audit and Risk Assurance 

Committee for a term of not more than three years, which may be renewable for 

a term of up to three years. 

Meetings 

 The Audit and Risk Assurance Committee will normally meet at least four times 

a year. The Chair of the Audit and Risk Assurance Committee may convene 

such additional meetings as may be deemed necessary. 

 A meeting of the Audit and Risk Assurance Committee will be quorate if two of 

its members, including at least one of the non-executive Board Members, are 

present. 

 The Chief Executive (Accounting Officer), the Senior Director of Operations and 

Delivery Director (Operations - Finance Director), the Head of Internal Audit 

and a representative of external audit will normally attend Audit and Risk 

Assurance Committee meetings. 

 The Audit and Risk Assurance Committee may ask any other Ofwat employee 

to attend any meeting to assist it with its discussions. 

 The Audit and Risk Assurance Committee may require that any or all of those 

who normally attend but who are not members of the Audit and Risk Assurance 

Committee to withdraw to facilitate open and frank discussion of particular 

matters. 

 The Board or Accounting Officer may ask the Chair of the Audit and Risk 

Assurance Committee to convene further meetings to discuss particular issues 

where the Audit and Risk Assurance Committee’s advice is required. 

 The Chair of the Audit and Risk Assurance Committee will have regular 

meetings with the Head of Internal Audit and the National Audit Office director 

assigned to Ofwat. The Chair will also meet with the Senior Director of 

Operations and the Accounting Officer as necessary. 

 The Audit and Risk Assurance Committee will be provided with a secretariat 

function organised by the Board Secretariat.  
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Rights 

 Funding shall not unreasonably be withheld from the Audit and Risk Assurance 

Committee in order that it may: 

 co-opt additional members for a period not exceeding a year to provide specialist 

skills, knowledge and experience; and 

 procure specialist ad-hoc advice at the expense of the organisation, subject to 

budgets agreed by the Board. 

 The Audit and Risk Assurance Committee may decide and/or update its own 

procedures including its “Guidance for the Risk Reviews and Directors overview 

presentations at the Ofwat Audit and Risk Assurance Committee” (“Committee 

Guidance”8), provided these procedures are not inconsistent with the Board’s 

rules of procedure and with these terms of reference. 

Access 

 The Head of Internal Audit and the representative of external audit, the National 

Audit Office, will have free and confidential access to the Chair of the Audit and 

Risk Assurance Committee. 

 Minutes will be taken of each meeting of the Audit and Risk Assurance 

Committee. The Audit and Risk Assurance Committee will formally report back 

in writing, via its minutes, to the Accounting Officer and the Board after each 

meeting. A note covering the key issues of which the Chair wishes to make the 

Board aware will also be provided together with the minutes. 

 The Chair of the Audit and Risk Assurance Committee will report its work 

regularly to the Board and shall provide an annual report in writing, timed to 

support finalisation of the review of assurance, , the Security Risk Management 

Overview (SRMO) return, the stewardship report, the accounts and the 

Governance Statement.  

                                            
8 The current version of the Committee’s Guidance is supplied in Appendix 2 to the Committee’s 
terms of reference. This current version was decided by the Committee and is not itself part of the 
Audit and Risk Assurance Committee’s terms of reference, changes to which are decided by the 
Board. 
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Responsibilities 

 The Audit Committee will advise the Board and the Accounting Officer on the 

following. 

 The strategic processes for risk, internal control and governance and the 

Governance Statement. 

 The accounting policies, the accounts and the annual report, including the 

process for review of the accounts prior to submission for audit, any margins of 

potential subjective error identified and management’s letter of representation to 

the external auditors. 

 The planned activity and results of both internal and external audit. 

 Whether the management response to issues identified by audit activity, including 

external audit’s management letter is adequate. 

 Assurances provided by management relating to the management of risk and 

corporate governance requirements for Ofwat. 

 Assurance provided by management on the management of information risk and 

any requirements which Ofwat is obliged to meet to demonstrate information 

assurance, e.g. the Security Risk Management Overview (SRMO). 

 Proposals for tendering for either internal or external audit services or for the 

purchase of non-audit services from contractors providing audit services. 

 Anti-fraud and corruption policies, whistle-blowing processes, and arrangements 

for special internal investigations. 

 Whether Ofwat employees operate within the limits of delegated authority. 

 The Committee will carry out an annual evaluation of its performance, including 

a review of this terms of reference, seeking feedback from members and 

attendees. The results of this evaluation will be shared with the Accounting 

Officer and a plan to take forward any recommendations will be discussed and 

agreed. 

Information requirements 

 For each meeting the Audit and Risk Assurance Committee will be provided 

with the following standard items: 

 A report summarising any significant changes to the strategic risks and a copy of 

the strategic risk register. 

 A progress report from the Head of Internal Audit (or a representative of any 

external provider of internal audit services) summarising: 

 work performed (and a comparison with work planned); 
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 key issues emerging from internal audit work; 

 management response, and progress made, to audit recommendations; 

 changes to the Internal Audit plan; and  

 any resourcing issues affecting the delivery of internal audit objectives. 

 A progress report from the external auditors, the National Audit Office, covering 

any current audits of Ofwat and providing an overview of developments across 

government which may be of relevance to the committee or organisation. 

 Reports from the senior leadership team on any significant incidents or near 

misses which are relevant to the areas of governance, risk management and 

internal control, together with lessons learned reports and remedial action plans. 

 Executive Director review: an overview of the challenges and opportunities in 

their business area, made in accordance with the current Committee Guidance. 

 Risk Review: An overview on how a specific risk/risk areas is being managed by 

a risk owner, made in accordance with the current Committee Guidance. 

 An anonymised report on any fraud or whistle blowing events. 

 As appropriate the Audit and Risk Assurance Committee will be provided with: 

 proposals for the terms of reference of internal audit; 

 Ofwat’s internal audit strategy and the periodic audit plan; 

 the Head of Internal Audit’s annual opinion and report; 

 quality assurance reports on the internal audit function; 

 Ofwat’s draft Annual Report and Accounts, including the Accounting Officer’s 

Governance Statement; 

 a report on any changes to accounting policies; 

 Reports by the SIRO (Senior Information Risk Owner) on information assurance 

and the management of information risk; 

 external audit (NAO) management letter; 

 Ofwat’s Risk Management Strategy; 

 report on any proposals to tender for audit functions; 

 a report on co-operation between internal and external audit; and 

 details of internal governance and/or internal delegations. 
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