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9 INFORMATION REPORTS 

9.1 AUGUST 2017 AUDIT COMMITTEE MEETING OVERVIEW 

File Number: 06/02/003 

Author: Sharon Morrison, Director Corporate Services 

Authoriser: Phil Pinyon, Chief Executive Officer  

Attachments: 1. Loddon Financial Statements 2016/17   

2. Loddon Performance Statement 2016/17   

3. Loddon Performance Reporting Framework 2016/17   

4. Loddon Performance Reporting Framework Appendix A Part 1   

5. Loddon Performance Reporting Framework Appendix A Part 2   

6. On-cost Report   

7. Outstanding Actions Report Summary   

8. Outstanding Action Report Summary of Recommendations     

  

RECOMMENDATION 

That Council: 

1. receives and notes the August 2017 Audit Committee Meeting Report 

2. notes the Financial Statements for the year ending 30 June 2017 as presented to the Audit 
Committee 

3. notes the Performance Statement for the year ending 30 June 2017 as presented to the 
Audit Committee 

4. notes the Local Government Performance Reporting Framework results for the year ending 
30 June 2017 as presented to the Audit Committee 

5. receives and notes the On-costs Report 

6. receives and notes the Outstanding Actions Report 

 

CONFLICT OF INTEREST 

There is no conflict of interest for any Council staff member involved in the preparation of this 
report, or involved in the subject matter of the report. 

PREVIOUS COUNCIL DISCUSSION 

Council was provided with a summary of the May 2017 Audit Committee Meeting at the Ordinary 
Meeting held on 27 June 2017. 

BACKGROUND 

The Audit Committee was created under Section 139 of the Local Government Act 1989, which 
states that “Council must establish an audit committee”. 

The committee is made up of four independent community members, and Cr Gavan Holt, as 
Council’s representative.  Council’s Chief Executive Officer and Director Corporate Services attend 
the meetings in an advisory capacity. 
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The primary objective of the Audit Committee is to assist Council in the effective conduct of its 
responsibilities for: 

 the enhancement of the credibility and objectivity of internal and external financial reporting  

 effective management of financial and other risks and the protection of Council assets  

 compliance with laws and regulations as well as use of best practice guidelines  

 the effectiveness of the internal audit function  

 the provision of an effective means of communication between the external auditor, internal 
audit, management and the Council  

 facilitating the organisation’s ethical development  

 maintaining a reliable system of internal controls.  
 
In order to provide a structured approach and ensure that the Committee addresses each of its 
responsibilities, an annual calendar of actions and an internal audit review program are established 
each year, and these guide the activities of the Committee. 

ISSUES/DISCUSSION 

The agenda for the August 2017 meeting included the following: 

Results of financial statements and performance statement for the year ended 30 June 2017 

Deanne Caserta and Martin Thompson explained the audit process and presented the results to 
the committee. It was noted that information from the Goldfields Library was delayed. 

Martin Thompson provided an overview of the closing report, and subject to resolution of some 
outstanding procedural matters, it will be recommended that the audit report will be issued as an 
unmodified audit opinion. 

Key areas of focus included the ability for management to override the control environment, 
valuation of non-current physical assets, revenue recognition, and the exercise of judgement by 
management in estimating values. All results were satisfactory in these areas of focus. 

Committee members noted that the audit did not identify any risks of fraud, and the accounting 
policies in place for Loddon Shire are consistent with other councils. It was noted that under new 
income standards, there may be a future requirement that the services of volunteers need to be 
valued and recognised by councils. In addition, lease of equipment will need to be recognised on 
the balance sheet. 

The final management letter will note a need to monitor the ability to deliver projects in the annual 
capital budget. 

The Committee congratulated staff on the preparation of financial statements for the audit. 

Audit report – Occupational Health and Safety 

This item was deferred to the next meeting.  Due to the timing of the audit and staff illness, the 
management response was not able to be finalised prior to the agenda papers being distributed.  It 
was noted that the report will be finalised and presented to the next audit committee meeting. 

Loddon Performance Framework results to 30 June 2017 

Sharon Morrison presented the results to the committee.   

The Local Government Performance Reporting Framework component of the Loddon Performance 
Framework is reported in the annual report across various sections. 

Report on on-costs 

Deanne Caserta provided a report explaining how Council labour on-costs are calculated and 
managed. Calculations are based on hours worked, current and future banding rates, EB increase, 
allowances and expected overtime.  

Committee members noted the difference in treatment of on-costs for indoor and outdoor staff. 

Presentation by staff member 
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Due to other commitments a presentation by Wendy Gladman was deferred to the next meeting. 

 

Outstanding actions report August 2017 

Sharon Morrison presented a new version of the report, which is more streamlined and easier to 
prepare. It shows that 52% of actions have been completed, 41% overdue, and 7% are scheduled. 

Committee members provide feedback on the report, and suggested that the breakdown of 
outstanding actions by risk level might also be valuable. It was noted that completed actions could 
be removed from the report once a review of the audit recommendations for the year has been 
completed.  

The Committee noted that further work will be done on assessing whether older actions are still 
relevant for the organisation and which might be able to be removed. The asset management 
actions may need to be a focus for the organisation given the target of future VAGO audits. 

The Committee discussed the risks relating to section 86 committees and noted that a review of 
committees will be reported to Council in the coming months. A copy of the report will be provided 
to the Audit Committee for information. 

Monthly Finance Report 

The Committee noted the report for the period ending 31 July 2017, with a current cash surplus of 
$579,000. The current capital works program is budgeted at $17.54 million. 

Members discussed how interest on rates and section 181 sales of properties is managed, and the 
process for Council’s investments. 

Risk management report – Charter 2.5(vii) 

Sharon Morrison presented the Risk Management Report, including occupational health and safety 
incident reports and WorkSafe matters. There are 10 high risks outstanding, and committee 
members noted that the introduction of policies relating to the Child Safe Standards will address 
some of the risks. 

The Committee noted the risk management report. 

Fraud report – Charter 2.5(xv) 

Sharon Morrison advised there is nothing to report.  

Review of major lawsuits facing Council – Charter 2.5(xvii) 

Sharon Morrison advised there are no major lawsuits to report and reported on one potential law 
suit. 

Items raised by Council that may impact the Audit Committee 

There was nothing to report in the absence of Cr Holt. 

Extract VAGO Annual Plan 

Committee members noted the VAGO performance audit work program for 2017-2020. 

General business 

Sharon Morrison referred to a press release from Minister Hutchins relating to the investigation of 
Central Goldfields Shire by the Local Government Inspectorate, and indicated that after reading 
there may be some matters for the audit committee to consider. 

The Chair referred to the Committee’s discussions with Mark Holloway and Martin Thompson that 
were held without staff members present: 

 Mark Holloway had no concerns to discuss and confirmed that he was given access to any 
information requested from the organisation for internal audits performed. 

 Martin Thompson advised that he observed good communication with him, and it appears 
to have improved between the finance and asset management staff, resulting in the 
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efficient production of financial statements. He raised the matter of reliance on the Manager 
Financial Services, and suggested that Council should consider succession planning to 
ensure Council would not be exposed if there were to be an absence of the Manager 
Financial Services. He advised that the Auditor-General’s focus will be on asset 
management practices, fraud management, cyber security and Council’s internal audit 
structure. 

Next review 

The next internal audit is scheduled to commence 29 August 2017 and will focus on data 
interrogation. 

COST/BENEFITS 

There are costs associated with the Audit Committee and internal audit function. 

However, in most cases, actions resulting from audit reviews do not bear any new costs as they 
are undertaken by current staff. 

The benefits that the internal audit function provides Council are: 

 business improvement relating to the audit review areas 

 standard policy and procedure documents which are developed through the action list 

 improvement in knowledge management that will assist with succession planning over time 

 a reduction in risk in areas relating to audit reviews. 

RISK ANALYSIS 

The internal audit program has been created and is annually updated on a risk basis, ensuring that 
Council’s program addresses the areas of highest risk or greatest concern to Audit Committee 
members and Council officers. 

CONSULTATION AND ENGAGEMENT 

Nil 
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