11 November 2010




TABLE OF CONTENTS

- TABLE OF CONTENTS 1itiierivirrcrtmsrrcsmnsssnssensisassnes v s s sssnsns s s ms s 2
1. PURPOSE.......coomminnnes eenrersensereRreEeEREeeEeEreOIRYAYLREERREREER T RS R ey ens 3
2. OBJECTIVES ...... ©erereseskseNssEEEeNsEFELSEOLSRSTESRRRRREORSRRAYRRE ARSI RS R YRR Ak R AR ARE 3
3. TERMS OF REFERENCE ....vcimrmsnsisssnn s s s ssssssnnsns 3

3.1 GBNETAL. oot JERTRRR e 3
3.2 MIEIMDEISID . .o ere et 3
3.3 IETINTS .ottt 4
3.4 REPOIING ...t URTURTRTU PN UUR VO PPPP P 5
3.5 Duties and ResponsibIlities ..o 5
3.5.7  RISK MaNAGEMENT. ...t 5
3.5.2  Control FrameWork ........cocoiiiiiiriiii i s 5
3.5.3  External Accountability ........ccoooviriiiimiii 5
3.5.4 Legislative Compliance............ SRS T TR O U PO U PP PPSPPPPRUOPOS 6
3.5.5  INrNal AUIt ....eoceeeeeieiiee e e 6
3.5.6 External Audit............. TSR TSSO OO PO P PP UPS RPN 6
3.6 Induction of New Members.........cccooovviiiiinnn, e 6
3.7  Rights to Obtain Information........... P PP PP PSPPSR s 7
3.8 Evaluating Performance ....c.c.colvriiiaii i 7
3.9 DiSPUE RESOIUTION w...viiiiieieiesis i 7
B0 IISUIBNCE .. veeve e e eeeee et et e ettt et s b e e e 7
3.11  Conflict of Interest.........ccooiviins e PP PPPTPTPPI 7

4, TERMS OF APPOINTMENT ..coovrrrerisnsmnnsmmnmrn s e 8

5. APPROVAL ..eecirtsrrerserssssssssssssssssnssssssasssssassssasssssssssasnnssnnssnsssnsns 8

hi\executive\audit committeg\charter\revised charter 2010\audit charter adopted 11 november 2010.rtf 2




1. PURPOSE : -

The Audit Committee is an independent advisory Committee to Council and is formed
under Section 139 of the Local Government Act 1989.

2. OBJECTIVES

The primary objective of the Audit Committee is to assist Council in im

proving the

quality and effectiveness of:

2.1
2.2
2.3
2.4
2.5
2.6

2.7

Councils internal and external financial reporting.
Management of financial processes, and internal controls.

Management of risks and the protection of Council assets.
Compliance with laws and regulations as well-as use of best practice guidelines.

The Internal Audit function.
The communication between the external Auditor, internal Audit, management

and the Council.
The organisation’s ethical development.

3. TERMS OF REFERENCE

3.1
()

3.2

(d)
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General

The Audit committee is a formally appointed committee of the Council and is
responsible to that body. The Audit 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
Audit Committee does not have any management functions and is therefore
independent of management. o .

The Committee’s role is to report to Council and provide appropriate advice and
recommendations on matters relevant to its Charter.

Membership

T.he Audit Committee will comprise of five members — two (2) Councillors and
three (3) external independent members.

independent members will have. senior management knowledge and
experience, demonstrated commitment to local communities and/or be
conversant with the financial and other reporting requirements.

The Mayor and Chief Executive Officer and Councillor Members of Audit

Committee will recommend potential independent members to Council taking
account of the experience of candidates and their likely ability to apply

appropriate analytical and strategic management skills.
The appointment of a Councillor to Audit Committee should be expected to run
for a minimum of two (2) years. : '




3.3

Members will be provided with the opportunity to attend technical and
professional development courses as appropriate.

Appointments of Independent members shall be made by Council by way of
public advertisement and be for a term of up to four years.

The terms of the appointment should be arranged to ensure an orderly rotation
and continuity of membership despite changes to Council’'s elected
representatives. A current member is able to reapply and be appointed for

subsequent terms.

- If the Council proposes to remove a member of the Committee, it must give

written notice to the member of its intention to do so outlining the reasons why,
and provide that member with the opportunity to be heard at a Council meeting -
which is open to the public, if that member so requests.

- Remuneration will be paid to each independent member of the Committee. The

fee will be reviewed and set by the Council on an annual basis in line with
setting the Annual Budget.

The Chair shall be appointed by Council for a term of at least 12 months from
the Independent members of the Committee. In the absence of the appointed
Chair from a meeting, the meeting will appoint an acting Chair from the

independent members present.
A quorum shall be a minimum of three (3) members, two (2) of which must be

- Independent members of the committee.

The internal auditor (whether a member of staff or contractor), Chief Executive
Officer and Directors should attend all meetings wherever possible, except
when the Committee chooses to 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.

Representatives of the external Auditor should be invited to attend at the
discretion of the Committee but must address meetings. considering the draft

annual financial report and resuits of the external Audit.

Guests may be invited from time to time as appropriate.
When an extraordinary vacancy occurs, the replacement member will complete

- the term of the committee member which he/she has replaced. In the situation

where the remaining term is less than 12 months, the Committee can apply to
Council for leave to extend the term. If the term is for a period less than 12
months there is no requirement to advertise the vacancy.

Council shall provide secretarial and administrative support to the Committee.

Meetings
The Committee shall meet at least quarterly.
A schedule of meetings will be developed and agreed to by the members.

Additional meetings shall be convened at the discretion of the Chair or at the
written request of any member of the Committee, internal or external auditor.

Management including the Chief Executive Officer may be asked to leave
meetings at any time. in addition, the agenda for each meeting shall include

general business to allow members to raise other matters.
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3.4

3.5

3.5.1

3.5.2

- 3.6.3
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At one meeting per year, significant time will be set aside with non-officer
“members of the committee for the purpose of open discussion with the internal

and/or external auditors.

An agenda will be issued one week before each meeting and will include

relevant supporting documentation. '

Minutes will be taken by an appointed Secretary and signed by the Chair.

(h)  Members will convey an apology for non attendance to Audit Committee
meetings prior to the meeting taking place. A leave of absence may be granted.

If more than three (3) meetings in a row are not attended without extenuating
circumstances or prior notification, that member will be made redundant from

the committee.

()  Meetings of the Audit Committee are not open to members of the Public and its
proceedings are to be conducted in a confidential manner.

Reporting

The Director of Corporate Services shall after every meeting of the Audit Committee

forward the minutes of that meeting to the next ordinary meeting of the Council,
including a report explaining any specific recommendations, formal resolutions, and

key-outcomes. -
The Chair of the Audit Committee will also provide Council with:

(a) An annual report summarising the activities of the Committee during the
previous financial year and indicating whether the Audit Committee has

addressed all items in its Charter. »
(b) A summarized yearly report for inclusion in the Council’s Annual Repbrt.

(c)  Other matters the Chair believes need to be reported to the Council.

Duties and Responsibilities

(a) Recommend to Council & Management. strategies to manage risks to the
organization and receive ongoing feedback on management initiatives to reduce

Councils exposure to risks.

Risk Management

Review whether management has in place a current and comprehensive risk
management framework and associated procedures for effective identification and
management of business and financial risks, including fraud, major projects, contracts,

insurance arrangements and business continuity.

Control Framework

Review whether management has adequate internal controls in place, including
relevant policy and procedures, delegations, contracts, compliance with legislation and

fraud control.

External Accountability

Satisfy itself the annual financial reports comply with applicable Australian Accounting
5




3.6.4

3.5.5

3.5.6

3.6

haexecutivelaudit committee\charter\revised charter 2010\audit charter adopted 11 november 2010.rtf

standards and are supported by appropriate management review and sign-off by
reviewing the external audit opinion, including whether appropriate action has been
taken in response to audit recommendations and adjustments, considering any
contentious financial reporting matters in conjunction with the Council’s management
and external auditors and satisfying itself there is a performance management

“framework linked to organisational objectives and outcomes.

Legislative Compliance

Determine whether management has appropriately considered legal and compliance
risks as part of risk assessment and management arrangements and reviewing the
effectiveness of the system for monitoring compliance with relevant laws, regulations

and associated government policies.

Internal Audit

Consider the adequacy of internal audit resources, review all audit reports and
consider significant issues identified in audit reports and action taken on issues raised,

"monitor the implementation of internal audit recommendations by management and

periodically review the performance of Internal Audit.

External Audit

Provide input and feedback on the external audit plan, review all external audit,
reports, monitor the implementation of audit recommendations by management and
consider significant issues raised in relevant external audit reports and better practice

guides and ensure appropriate action is taken.

Induction of New Members

New members of Audit Committee will be provided with an induction package,
including a copy of the Charter and be briefed where required in the following areas:

Business operations

()
(b)  The local government “industry”
(c Financial performance

)
(d)  Risk Management Program
(e)  Corporate Governance .

() Internal control system and current internal audit program
g)  Register of outstanding audit recommendations

h)  Legal and regulatory requirements

i) Investments Policy

) Accounting Policies and Procedures

k)  Details of any unusual transactions, events or issues

(
0 Material previously provided to members relating to matters still before the

Committee. .
(m) ~New members will meet with key management and internal and external
auditors as soon as practical.




3.7

3.8

3.9

3.10

3.11
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- (a)

Rights to Obtain Information

The .Committee may obtain information from any employee and any relevant
external party via the Chief Executive Officer. '

(b)  The Committee will have right of access to the Chief Executive at any time.

) The Committee may recommend the instigation of special investigations to the

Council.

Members of the Audit Committee must treat information received confidentially

and respect the requirements of the Privacy Act.

(e)  Members of the Audit Committee will not directly or indirectly release or make
available to any person information relating to the work or discussions of the

Committee except in accordance with any direction of the Council.

Evaluating Performance
The Audit Committee will evaluate its own performance, both of individual members,
and collectively, on an annual basis.

Dispute Resolution.

In situatiohs where a dispute arises between any member of the Audit"Committee and
officers of Council, the Chair of the Audit Committee will have the opportunity to raise
the grievance with the Mayor. The Mayor will have the discretion to resolve the
dispute in accordance with Councils dispute resolution Policy by convening a meeting
with the disputing parties. The CEO will follow dispute resolution in accordance with

Policy.

Insurance _
Members of the committee are covered by Council’s insurance policies.

Conflict of Interest _
In accordance with Section 79 of the Local Government Act 1989 as amended

(a)

(the Act), members of the Audit Committee are required to disclose all Conflicts
of Interest and may not be eligible to vote on a matter or attend a meeting at
which the subject of the conflict will be considered, depending on the nature of
the conflict. Members of the Audit Committee are expected to be aware of the
provisions of the Act with regard to conflicts of interest and disclosure thereof.
Failure to comply with the provisions of the Act with regard to conflicts of
interest may result in the member’s appointment being terminated.

Ordinary Returns will be submitted by members every 6 months in line with
Section 79 of the Local Government Act.




4, TERMS OF APPOINTMENT

The current committee members’ terms of appointment are as foliows:

Mr Les Thompson appointment expires on 30 June 2012

Mr Maurice Tyers appointment expires on 30 June 2012
Councillor Les-McPhee  appointment expires on 30 December 2011
“Councillor Bill Croft appointment expires on 30 December 2011 -

The current Chair and term of pdsition is as follows:

Mr David Hutchings appointment expires 30 June 2012

5. APPROVAL _ _
The Audit Committee Charter was approved by Council on [Date to be inserted].

Adopteg by the Audit Committee & Council:

 Signed: [ /) ~ Signed: | v

! . I/ , : ! _
;,Eﬂi!?_?i..,,._f.__.. | L.Re, crU e At Print: M) Hoes (/G4

| rige. | Mayor Tl T .

| T}t!e.. Swan Hill Rural City Council ,‘Tltle. o Chair-Audit Committee |
Date: - {H1x]| 2010 . Date: L] 12 8010
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