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1. Purpose
The Nottingham’s Board Audit Committee (the Committee) is a Committee responsible for
of the Board of Directors, responsible for reviewing and monitoring the integrity of The
Nottingham’s financial statements, internal and external audit functions, and internal
control systems in line with the Board’s role of ensuring best practice in corporate
governance and reporting to the Board of the Nottingham
These Terms of Reference should be read in conjunction with the Terms of Reference
Master Reference Guidance Document which applies to these Terms of Reference. In the
event of any conflict, these Terms of Reference shall prevail.

2. Scope
This Committee’s remit covers The Nottingham, comprising The Nottingham Building
Society and its subsidiary companies Nottingham Property Services Limited, Nottingham
Mortgage Services Limited, Harrison Murray Limited and HM Lettings Limited.
The special purpose vehicle (SPV), Arrow Mortgage Finance No. 1 Limited, is funded
through loans from the Society and is fully consolidated into the Society’s financial
statements. The issued share capital of the SPV is held entirely by Intertrust Corporate
Services Limited on a discretionary trust basis. Therefore Arrow Mortgage Finance No 1
Limited has independent directors and as a consequence, the entity is out of scope for
the approval of the financial statements. However the SPV entity is within the Group’s
scope from an underlying control, judgemental accounting and consolidation into Group
results perspective.

3. Composition
The Committee is currently composed of the following members/attendees:

1
2

Role1

Status2

Deputy

Non-Executive Director Chair

Member

Non-Executive Director

Non-Executive Director

Member

N/A

Non-Executive Director

Member

N/A

Chief Executive

Non-voting attendee

N/A

Chief Financial Officer

Non-voting attendee

N/A

Head of Internal Audit

Non-voting attendee

N/A

Insert relevant job title
This should identify whether the individual is a member or non-voting attendee
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Role1

Status2

Deputy

Representative from External
Audit

Non-voting attendee

N/A

Chief Risk Officer & General
Counsel

Non-voting attendee

N/A

Company Secretary

Secretary

N/A

The Chair of the Committee shall be appointed by the Board from amongst the NonExecutive Directors upon the recommendation of the Nominations Committee.
The Committee shall comprise a minimum of three Non-Executive Directors. The
Chairman of the Society shall not be a member.
At least one member of the Committee, ideally the Chair, shall have adequate relevant
financial experience.
4.

Quorum
The Quorum shall be two members attending in person or by telephone or online and
must include the Chair or Deputy Chair.

5. Meeting Frequency
The Committee will meet on a minimum of four occasions per annum, with output feeding
into the subsequent Board Meeting.

6. Authority
The Delegation from the Board: The Committee is authorised by the Board to
investigate any activity within its Terms of Reference.
The Committee requires the cooperation of every member of the Society’s Executive and
staff, as appropriate, in helping it to discharge its duties.
The Board Audit Committee is authorised by the Board to take such independent external
legal, accounting or other professional advice and training as it considers necessary, at
the Society’s expense.
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7. Approvals and Responsibilities
7.1.

Recommendation for Approvals

The following documents are submitted to the Committee at the prescribed frequency for
review and recommendation to Board for approval.
Responsibility

Details

Compliance with
Accounting
Standards

To review the Annual Report and Accounts, and Interim Financial
Report for compliance with the applicable accounting standards
before their submission to the Board for approval. Where requested
by the Board, the Audit Committee should provide advice on whether
the Annual Report and Accounts, taken as a whole, is fair, balanced
and understandable and provides the information necessary for
members to assess the Society’s position and performance, business
model and strategy.

Review formal announcements relating to the Society’s financial
performance prior to submission to the Board for approval.
Review and recommend to the Board for approval the Summary
Financial Statements and Pillar 3 disclosure document.
External Audit
Operations and
Effectiveness

To make recommendations to the Board, for it to put to the members
for their approval in general meeting, in relation to the appointment,
re-appointment and removal of the external auditors and to approve
the remuneration and terms of engagement of the external auditor.
The Society should put the external audit contract out to tender at
least every ten years. If the Board does not accept the Audit
Committee’s recommendation, it should include in the annual report,
and in any papers recommending appointment or re-appointment, a
statement from the Audit Committee explaining the recommendation
and should set out reasons why the Board has taken a different
position.
To review the Committee’s Terms of Reference prior to submission to
the Board of Directors for approval.

Other

7.2.

Approvals

The following documents are submitted to the Committee for approval at the prescribed
frequency.
Responsibility

Details

Annual Internal Audit
Plan

Approve the Annual Internal Audit Plan, together with changes to
the Plan, and Internal Audit Budget.
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Responsibility

Details

Engagement of
External Auditors for
non-audit services

Approve the Policy on Engagement of External Auditors to supply
non audit services.

Compliance with
Accounting
Standards

Approve significant changes in the Nottingham’s accounting policies
and judgemental accounting assumptions

Internal Audit
Operations and
Effectiveness

To approve the risk assessment processes performed in scoping
internal audit activity each quarter, and on an annual basis, Internal
Audit Plan for the year.
To approve the appointment or termination of employment of the
Head of Internal Audit, and to assess on a regular basis, the
ongoing suitability of the Head of Internal Audit for the role.

External Audit
Operations and
Effectiveness

7.3.

Approve a policy on the engagement of the external auditors to
supply non-audit services, taking into account relevant ethical
guidance regarding the provision of non-audit services by the
external audit firm; and the employment of the external auditors
former employees. To monitor compliance with that policy and to
report to the Board, identifying any matters in respect of which it
considers that action or improvement is needed and making
recommendations as to the steps to be taken.

Responsibilities

Responsibility

Details

Compliance with
Accounting
Standards

To review the Nottingham’s compliance with the applicable
accounting standards.

Internal Controls

To review the adequacy and effectiveness of the systems of internal
controls, risk management and governance.

Internal Audit
Operations and
Effectiveness

To review progress against the Internal Audit Plan during the audit
cycle.
Review Head of Internal Audit Report tracking progress against the
Annual Internal Audit Plan. Consider the findings of each audit report
and review progress in implementation of agreed actions.
To annually review the Internal Audit Charter.
To conduct an annual review of the effectiveness of the internal audit
department in the overall context of the Society’s risk management
framework, including consideration of the independence of internal
audit.
To ensure that the Internal Audit function is subject to an independent
quality assurance review at least once every five years. This
assessment should also include the work performed, the nature and
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Responsibility

Details
timing of reports, the adequacy of resources, its independence and
compliance with Standards for the Professional Practice of Internal
Auditing set by the Institute of Internal Auditors.
To work with the Executive Directors to promote the role of Internal
Audit within the Society and emphasise the importance of a robust
risk management, governance and control framework.
In addition, the Chair of the Committee:
is accountable for setting the objectives and undertaking the
performance appraisals of the Head of Internal Audit, consulting with
the Chief Executive and the Remuneration Committee as necessary.
is responsible for recommending the remuneration of the Head of
Internal Audit to the Remuneration Committee, consulting with the
Chief Executive as necessary.

External Audit
Operations and
Effectiveness

Annually, to consider the scope and planning of the external audit
including a review of the auditors' engagement letter.
To review the nature and extent of cooperation between the external
auditors and the Society’s internal audit team and the reliance placed
on its work.
To review the findings and recommendations of the external auditors
and the Society’s response.
To review the audit representation letter before acceptance by the
Board.
Annually to discuss with the external auditors their policies and
processes with regard to relevant ethical and other regulatory
requirements concerning the conduct of their work.
To review and monitor the external auditor’s independence and
objectivity and the effectiveness of the audit process, taking into
consideration relevant UK professional and regulatory requirements.
At the end of the annual audit cycle, to assess the effectiveness of the
external audit process and to confirm that no constraints have been
encountered by them regarding the nature and extent of their audit
work for any reason.

Support Senior
Manager Function

Assist the Senior Manager Function (SMF) role holder in fulfilling the
following Prescribed Responsibilities:
(j)for safeguarding the independence of, and overseeing the
performance of, the internal audit function, including the performance
of a person approved to perform the Head of Internal Audit function
on behalf of the firm, in accordance with SYSC 6.2 (Internal audit).
(q) for the production and integrity of the firm’s financial information
and its regulatory reporting under the regulatory system.
(x) if the firm outsources its internal audit function, responsibility for
taking reasonable steps to ensure that every person involved in the
performance of that function is independent from the persons who
perform external audit, including supervision of management of the
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Responsibility

Details
work of outsourced internal auditors; and management of potential
conflicts of interest between the provision of external audit and
internal audit service.

In addition to the specific responsibilities identified above, the Committee shall also review
and approve model/EUC assumptions and outputs, and to fulfil the responsibilities (in
relation to model governance) of an approval committee, as defined in the Society's Model
Governance Risk Policy.

8. Document Version History
Date

Author

27/07/2020

R Ewin
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