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LIVERPOOL CITY REGION COMBINED AUTHORITY 

Liverpool City Region Audit & Governance Committee 
 

Wednesday, 30 November 2022 
 

Report of the Executive Director of Corporate Services  
 

AUDIT COMMITTEE FUNCTION  
 
1. PURPOSE OF REPORT 
 
1.1 Merseytravel took the decision to remove its Audit, Risk and Governance Board and 

to establish new arrangements at its meeting on 8 August 2022. 
 
1.2 This report details the background to this decision and the governance 

arrangements agreed by the Combined Authority to fulfil the functions that were 
carried out by the Merseytravel Audit, Risk and Governance Board.  
 

2. RECOMMENDATIONS 
 
2.1 It is recommended that Audit & Governance Committee note the contents of this 

report and the revised terms of reference as agreed by the Combined Authority. 
 
3. BACKGROUND    
 
3.1 The Combined Authority at its meeting on 14 October 2022 approved proposals to 

merge audit and governance arrangements for both the Combined Authority and 
Merseytravel.  Such an approach will provide for improved transparency and 
efficiency for both the Combined Authority and Merseytravel.  The arrangements 
enable the Combined Authority Audit and Governance Committee to have oversight 
of  governance relating to the two statutory entities (Combined Authority and 
Merseytravel), including internal control, risk management and financial 
management, to inform decision making. 

 
3.2 Prior to the election of the Metro Mayor to the Combined Authority, Merseytravel as 

a statutory body had established its own arrangements for assurance over its 
internal controls, risk and financial management and governance.  These 
arrangements took place in the form of the Audit, Risk and Governance Board 
(ARG Board). 

 
3.3 The ARG Board met regularly on a quarterly basis and made an effective 

contribution and provided assurance to Merseytravel. 
 
3.4 Members will appreciate that Merseytravel is deemed, through the Combined 

Authority Constitution, to be an officer of the Combined Authority whilst it maintains 
a statutory status as a Passenger Transport Executive and is a distinct Executive 
body/legal entity.    

 
3.5 Now that the Combined Authority has become fully established in the conduct of its 

own internal control and governance arrangements, officers considered it timely to 
review the arrangements for Merseytravel.   



 
3.6 Whilst there remains a clear legal distinction between the Combined Authority and 

Merseytravel, the internal control framework and risk management arrangements 
are blended.  The legal entities share their Corporate Services, which includes 
Internal Audit, Legal and Finance services. 

 
3.7 Merseytravel therefore took the decision on 8 August 2022 that the ARG Board 

should be removed.  Merseytravel also made a recommendation to seek the 
approval of the Combined Authority for its Audit and Governance Committee to 
extend its remit to have oversight of Merseytravel matters of audit, risk, governance 
and finance to inform Merseytravel in its role as decision-maker (“those charged 
with governance”).  

 
3.8 The Combined Authority considered the proposed changes on 14 October 2022 and 

approved the broadening of the remit of the Audit and Governance Committee and 
the associated changes to the Constitution. The Combined Authority recognised 
that the reports received by the Committee already contained information relating to 
Merseytravel. 

 
3.9 In making this change, the Combined Authority recognised the importance of 

ensuring that the skills, knowledge and competence of the Audit and Governance 
Committee are optimised.  Therefore, a programme of investment in training for 
Committee members is underway, culminating in establishing a self-assessment of 
Audit and Governance Committee effectiveness, which will foster a regime of 
continuous development and improvement.   

 
3.9 The amended Terms of Reference for the Audit and Governance Committee are 

shown at Appendix A.  These reflect the suggested broader role for the Committee 
in providing oversight of Merseytravel matters and also take the opportunity to 
complete their alignment with best practice for the sector, as detailed in the CIPFA 
document “Audit Committees: Practical Guidance”. 

 
4. IMPACT AND IMPLICATIONS  
 
4.1 Legal Implications 
 
 There is no requirement in law for Merseytravel to have an audit committee.  

However, the proposal to merge existing audit committee arrangements promotes 
best practice, transparency and efficiency.  Furthermore, the Public Sector Internal 
Audit Standards (PSIAS) mandate that all such public sector bodies should have an 
audit committee function that is independent of executive functions.   
 

 The Combined Authority Audit and Governance Committee would not take on any 
additional decision-making role in respect of Merseytravel matters, as this would be 
contrary to the Transport Act 1968.   

 
4.2 Risks and Mitigation 
 
 There is a risk that the skills and competence of the Audit and Governance 

Committee are not sufficient to enable it to exercise its role effectively.  A 
programme of training sessions, culminating in an annual self-assessment, reported 
to the Committee and supported by an action plan, is intended to support the 



development of the Committee and reduce this risk.  The expansion of the 
Committee to include an additional independent member is intended to strengthen 
the membership further and broaden its knowledge and experience. 

 
5. CONCLUSION 
 
5.1 The removal of the Audit, Risk and Governance Board of Merseytravel provides an 

opportunity to strengthen the governance of the whole organisation by encouraging 
Audit and Governance Committee oversight of the internal control, governance and 
risk management framework, and strengthening the assurance provided to 
Merseytravel. 

 
 

JOHN FOGARTY 
Executive Director of Corporate 
Services   

METRO MAYOR S. ROTHERAM 
Portfolio Holder for Policy, Reform and 
Resources  

 
Appendices: 
 
Appendix A – Audit and Governance Committee approved  Terms of Reference  
 
Background Documents:  
 
None  
 
 
 
 


