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1. PURPOSE

TheAudit and RiskCommittee (the Committee)is an independent advisory committee to Council established
under section 54 of the Local Government Act 2020.

The purpose of the Committee is to advise Council on the effectiveness of the organisation’s systems,
processesand culture for complying with its legal and financial obligations and the management of risk. In
fulfilling this role, the Committeeis to aid in the implementation of the CouncilPlan.

The Committee is accountable to and reports directly to Council.
The Committee’s work is to be informed by the requirements of the Act and best practice in audit, risk and
governance principles and processes.

2. AUTHORITY

The Committee does not have executive powers or authority to implement actions in areas over which
management has responsibility and does not have any delegated financial responsibility. The Committee
doesnot have any managementfunctions and is therefore independent of management.

The Committee’s role is to report to Council and provide appropriate advice and recommendations on
matters relevant to this Charterin order to facilitate decision-makingby Councilin relation to the discharge
of its responsibilities.

The Committee hasthe authority to:

O Seekresolution on any disagreements between management and the external auditors on financial
reports;

0 Reviewall auditing, planning and outcomes;

O Seekany information it requires from Council members, officers and external parties via the Chief
Executive.

0 Formally meet with Council officers, internal and external auditors asnecessary.

[ Addressissues brought to the attention of the Committee, including responding to requests from
Councilfor advice which iswithin the parameters of the Committee’sterms of reference.

0 The Chair has no executive authority on behalf of Council but can be consulted as required, as a
sounding board by the Chief Executiveor his/her delegate on matters that arise regarding audit, risk
management or governance related issues.

3. MEMBERSHIP

The Committee will be comprised of five members:
71 One(1) independent Chairperson;
71 Two (2) independent members; and
[0 Two (2) Councillors

All members shall have full and equal voting rights unless a member is unable to vote due to a conflict of
interest.

Thefollowing requirements will apply to membersand the Committee Chairperson
a)  Councilwill appoint Committee members and the Committee Chairperson;

b) A quorum of any meeting will be a least two independent members (which may include the
Chairperson)and at least one Councillor member.
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The Chairperson shall be an independent member of the Committee and shall have a casting vote on
occasions where there is an equal tally of votes on a matter. In the absence of the appointed
Chairpersonform a meeting, the meeting will appoint an acting Chairpersonfrom the independent
members present.

TERMOF APPOINTMENT

d)

g)

5.

Appointments of external members shall be made by Council by way of public notice inviting
expressionsof interest and be for a maximumterm of four years. Options for reappointment, subject
to successfulperformance reviews, are also available and a maximum of two extensions is considered
reasonable.

Where possible, the terms of external members should be arrangedto ensure an orderly rotation and
of overlap appointment membership, relative to the elected Council'squadrennial terms.

The independent members will, collectively, have expertise in financial management and risk,
experience in public sector management and be conversant with the financial and other reporting
requirements. Theevaluation of potential members will be undertaken initially by the Chair utilising
officer input as required and subsequently by the Mayor and Chief Executive, taking account the
experience of applicants and their likely ability to apply appropriate analytical and strategic
managementskills, and a recommendation for appointment put to Council.

Council members (councillors) shall be appointed annually at Council's Annual (Statutory) Meeting.

If the Councilproposesto remove an external member of the Commiittee, it must give written notice
to the external memberof its intention to do so and provide that external member with the
opportunity to be heard at a Councilmeeting which is open to the public, if that external member so
requests.

Remuneration will be paid to each external member of the Committee on the basisof an annual fee,
with an additional amount paid to the Chairperson. Annual increases in the remuneration of
Committee members will be limited to increases in the Consumer Price Induct (CPI All Groups
Melbourne) and adjusted annually on July 1.

The Chairperson shall be appointed by Council from the external members of the Committee. In the
absenceof the appointed Chairpersonfrom a meeting, the meeting will appoint an acting Chairperson
from the external memberspresent.

MEETINGS

Thefollowing requirements shall apply to meetings of the Committee:

a)

b)

The Committee shall meet asrequired, but at least quarterly eachyear.

The Chief Executive, Director Corporate Strategies, Manager Financial Services, Manager Govemance
Projects& RiskManager Organisational Development andthe internal auditor (whethera member
of staff or contractor) should attend all meetings, except when the Committee choosesto meet in
camera. Other members of Council or Council staff may be invited to attend at the discretion of
the Committee to advise and provide information when required.

The Committee, without managementpresent, will meet separatelywith the internal auditor and the
external auditor, at leastannually, to discussissuesof relevant interest.
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d) Representativesof the external auditor will attend a meeting to consider the draft annual standard
statements, financial statements and the results of the external audit and may be invited to attend
other meetings at the discretion of the Committee.

e) A schedule of meetings and annual work plan will be developed and agreed by members. As an
indicative guide, meetings would be arrangedto coincide with relevant Councilreporting deadlines.

f) Additional meetings shall be convenedat the discretion of the Chairpersonor at the written request
of any two (2) membersof the Committee, the Chief Executive,the internal or external auditor.

g) The agendafor each meeting shall take a structured format to comply with the Act and Council’s
Governance (Meeting Procedures)Local Law No. 1. In addition, the agendaformat shall reflect the
Committee’sannual work plan or matters where regular reports should be presented or identified.

h)  Theagendaand supporting documentation will be circulated to members of the Committee at least
one (1) week in advance of each meeting.

i) Minutes will be reported to the Committee of the Whole of Councilafter every meeting inclusive of
any report(s) to explain any specific recommendations and key outcomes.

j) The Corporate Strategies directorate shall provide secretarial and administrative support to the
Committee.

6. REPORTING

a) TheCommittee will prepare a biannual (twice a year) audit and risk report that describesthe activities
of the Committee and includesiits findings and recommendations and provide a copy of the report to
the Chief ExecutiveOfficer for tabling at the next Councilmeeting.

b) The Committee may report, at anytime, to Councilon any matters of significanceasdetermined by the
Committee.

C) The Committee Chairperson,will attend a briefing meeting of Councillors annually (in the period late
October-mid November eachyear) to:

0 Summarisethe activities of the Committee during the previous financial year;

O Provide any recommendations to councillors in relation to the functioning of the Committee;
and

O Brief Council on key aspectsof the Committee’s proposed annual work plan for the following
calendar year; and

0 Draw councillors’ attention to any other matters which the Chairpersonor Committee see as
appropriate

d) The Chairpersonis entitled to attend any briefing of Councillors’ meeting at any other time to bring
any particular matters to the attention to Councilwhich the Chairpersonor Committee seesfit. Such
meetings may be held with or without =~ management present at the election of the Chairperson
following consultation with the Mayor.

e) The Commiftee Charter and details of its members will be published on Council'swebsite.

f) Council's Annual Report will contain information on the makeup of the Committee, number of
meetings held and attended by Committee members, audit processes,details of any remuneration
paid to independent membersduring the reporting period and a summaryof work completed by the
Internal and External Auditor during the year.
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7.

FUNCTIONS AND RESPONSIBILITIES

Thefunctions and responsibilities of the Committee include:

7.1 ExternalReporting

a)

b)

ReviewCouncil'sdraft annual financial report, focusing on:

[ Accounting policies and Approved Accounting Standards;

O Changesto accounting policies and Approved Accounting Standards;

0 The process used in making significant accounting estimates;

0 Significant adjustments to the financial report (if any) arising from the audit process;

O Compliancewith accounting standards and other reporting requirements of financial and non-
financial information; and

0 Significant variances(with explanations thereof) from prior year’sfigures.

Reviewand recommend adoption of the Annual Financialand Performance Statements to Counciland
review any significant changesand the reasons for the changesthat may arise subsequentto any such
recommendation but before the financial report is signed.

Reviewthe completeness of managementreporting on the legislative performance indicators and the
governance and management checklist as prescribed in the Local Government (Planning and
Reporting) Regulations 2014.

7.2 External Audit

The Committee will:

a) Overseethe external audit function

b) Be briefed by the external auditor on the audit engagementand the overall audit strategy of the
Victorian Auditor General’'s Office (VAGO)at the commencement of each year’s audit process;

C) Discussandreview with the external auditor the scopeof the audit and the planning of the audit;

d) Discussandreview with the external auditor issuesarising from the audit, including all Management
Letters issuedby the auditor for completenessand appropriateness;

e) Ensuresignificant findings and recommendations made by the external auditor and management’s
proposed responsesare received, discussedand appropriately actioned by management;

f) Reviewon an annual basisthe performance of the external auditors; and

g) Maintain an awarenessof local government performance audits undertaken by VAGOand any other

relevant reviews undertaken by bodies such as IBACand consider recommendations for action or
implementation where appropriate.

7.3 Internal Audit

The Committee will:

a)
b)

c)
d)

Overseethe internal audit function
Be kept informed by Council officers of any processto appoint or terminate Council’sinternal audit
serviceprovider andprovide adviceto Councilwith respectto appointment of internal auditor services;

Reviewthe level of resourcesallocated to internal audit and the scopeof its authority;

Reviewthe scopeof the internal audit plan and programme and the effectiveness of the function. This
review should consider whether, over a period of 3 years the internal audit plan systematically
addresses:

71 Internal controls over significant areas of risk, including non-financial management control
systems;
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[1  Internal controls over revenue, expenditure, assetsand liability processes;
(1 Theefficiency, effectiveness and economy of significant Council programmes; and

[0 Compliance with regulations, policies, best practice guidelines, instructions and contractual
arrangements;

Reviewthe appropriateness of specialinternal audit assignmentsundertaken by internal audit at the
request of Council or the Chief Executive;

Reviewinternal audit reports and monitor the implementation by managementof recommendations
made by internal audit.

Monitor the implementation of recommendationsby management;

Facilitate liaison between the internal and external auditors to promote compatibility, to the extent
appropriate, between their audit programmes;

Critically analyse and follow up any internal or external audit report that raises significant issues
relating to risk management, internal control, financial reporting and other accountability or
governance issues, and any other matters relevant under the Committee's Charter. Review
management's responseto, and actions taken asa result of, the issuesraised; and

Reviewon an annual basisthe performance of the internal auditor, including adherenceto appropriate
professional and quality standards, and where performance is not considered satisfactory, report to
Council and make recommendations, which may, in extreme cases,include a recommendation that
Councilterminate the internal audit contract and undertake atender processfor the appointment of a
new internal auditor.

7.4 RiskManagement and Fraud Prevention

The Committee will:

a)

b)

Monitor the risk exposure of Council by determining if managementhas appropriate risk management
frameworks, processesand adequate managementinformation systems;

Monitor reported breaches of ethical standards and related party transactions and monitor the
implementation of recommendations arising from reports presented and review the effectiveness of
Council'sinternal control systems.

Monitor the progressof any major lawsuits facing the Council.

Provide oversight of Council’s risk management framework (including Council’s health and safety
management system) and activities conducted by the internal and external auditors and any other
assuranceproviders, to give assuranceover that framework;

Escalateto Councilwhen the Committee feels that managementis not responding asit wishes/should
on concernsabout the risk managementframework.

Monitor and provide advice on fraud prevention systemsand controls, including:
* Reviewingprocessesin the prevention and managementof fraudulent activity;
[1 Reviewingreports of fraud from management, the status of ongoing investigations and
recommendationsto improve fraud controls;
1 Assessingthe operational effectiveness of the fraud prevention controls; and
[ Ensuringthat the internal audit program assistsin identifying any potential fraud risks.

7.5 Ethical Behaviour

The Committee will:

a)

Receiveupdates from management of any suspected casesof fraud, corruption or serious misconduct
impacting Council;
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b) Recommend any specific measures or investigations identified as necessary or desirable by the
Committee to the Council;

C) Identify and refer specific projects or investigations deemed necessarythough the Chief Executive, the
internal auditor and the Council,if appropriate.

d) Monitor any subsequent investigation, including the investigation of any suspected casesof fraud,
corruption, seriousmisconductor breachesof conflict of interest; and

e) Reviewthe findings of any examinations by regulatory agencies(eg VAGO),and any auditor (registered
internal or external auditors) observations. Other audits/investigation may alsobe reviewed if relevant
to this committee.

f) Where a suspectedfraud or corrupt behaviour is reported or detected and is deemed likely to havea
material impact on Councils reputation or operations, in the opinion of the CEO.The CEOwiill inform
the Chairof the Audit and RiskCommittee of the incident subject to the limitations on disclosurethat
may be imposed by external integrity bodies, this may occur outside of the regular quarterly updates
on ethical behavior.

7.6 Financial Reporting and Financial Matters

a)  TheCommittee will monitor Councilfinancial reporting and performance.

b)  TheCommittee will receive details of all reimbursements (for out-of-pocket expenses)for Councillors
and delegated committee members

c)  The Committee wil exercise an oversight function over compliance with Gifts Policy.

7.7 Council Policies and Procedures
The Committee will monitor the compliance of the Council'spolicies and procedures with:

a)  Theoverarching governance principles set out in s. 9 Local Government Act 2020, viz:
i Councildecisionsare to be made and actions taken in accordancewith the relevant law;
ii. priority isto be givento achievingthe best outcomesfor the municipal community, including
future generations;
ii.  the economic, socialand environmental sustainability of the municipal district, including
mitigation and planning for climate changerisks, is to be promoted;
iv.  the municipal community is to be engagedin strategic planning and strategic decision making;
v.  innovation and continuous improvement is to be pursued;
vi.  collaboration with other Councilsand Governmentsand statutory bodiesis to be sought;
vii.  the ongoingfinancial viability of the Councilis to be ensured;
viii.  regional, state and national plans and policies are to be taken into accountin strategic
planning and decision making;
ix.  the transparency of Councildecisions,actions and information is to be ensured.

b) The LocalGovernment Act 2020 and the regulations (made for or with respectto any matter or thing
required or permitted by the Actto be prescribed)and any Ministerial directions.

7.8 Matters Referred to the Committee by Council

The Committee will addressissuesbrought to its attention, including respondingto requests from Councilfor
advice.

7.9 CEOEmploymentand Remuneration Policy

The Committee will oversee adherence of Council to the CEOEmploymentand Remuneration Policy.

8. ANNUAL WORKS PROGRAM

The Committee must adopt an annual works program, by no later than 1 May eachyear.
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PERFORMANCE EVALUATION

a) The Committee, in conjunction with Council,and the Chief Executive,should develop the Committee’s
performance indicators.

b)  The Committee will assessits own performance on an annual basis using a Self-Assessmenttool
which will be reviewed, adopted and completed by the Committee.

c)  TheCommittee provide a copy of the annual assessmentto the Chief Executive Officer for tabling at
the next Councilmeeting.

10. CONFLICT OF INTEREST AND REGISTER OF INTERESTS

a) Sections123 (misuseof position) and 125 (confidential information) and Division 2 of Part 6 (conflict
of interest) of the Actapply to any member of the Committee who is not a Councillor asif the member
were amember of a delegated committee.

b) Members of the Committee must be fully aware of their responsibilities with regard to the
managementof interests in relation to the discharge of their duties asa member of the Committee.
Management of interests includes the proper management of any conflicts of interest as and when
they may arise.

c)  Membersof the Committeemust also be fully aware of the statutory definitions of direct and indirect
interests which may giverise to a conflict of interest. Theseare set out in the Act.

d) Failureto comply with the provisions of the Act with regard to conflicts of interest may result in
prosecution and the member’s appointment being terminated by the Council.

1". REVIEW OF THECOMMITTEE CHARTER

The Committee will review the Committee Charter on a biennial basisand recommend any changes
to Councilfor approval.

Thenext review date will be: May 2023.
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