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Overview

Surf Coast Shire Audit and Risk Committee was established in 1999. The Committee reports to
Council and provides appropriate advice and recommendations relevant to its charter in
order to facilitate Council decision making.

Members include 4 independent representatives, one of whom is Chair, and two Councillors.
The Committee meets at least four times a year and the minutes of the meetings are tabled
at Council. Under the Local Government Amendment (Improved Governance) Act 2015 the
Chair has direct access to the Mayor and Councillors should the need arise.

External Audit is undertaken by Victorian Auditor-General's Office (VAGO) and provides an
audit opinion on the financial and performance statements of Surf Coast Council. The
internal Audit function has been outsourced to Grant Thornton on a 3 year contract which
expires on 31 March 2018. A number of internal audits have been undertaken this year with
considerable effort spent on considering an appropriate approach to risk management.

The Committee assessed its own performance in September 2016 and overall is considered
to be operating in an effective manner.

Authority

The functions of the Surf Coast Audit and Risk Committee are established under Section 139
of the Local Government Act 1989. These are set out in the Committee’s Charter. The
Charter is reviewed annually; the last update was approved by Council at its 24 January
2017 meeting.

Membership

Membership for the year 2016/17 was as follows:

Name Type 2016/17 Full Term Expiry
FY 17 Commence FY17 Finish Date g
Date
Brian Keane Independent (Chair) 1 July 2016 30 June 2017 31 January 2019
Melissa Field Independent 1 July 2016 30 June 2017 31 January 2019
John Gavens Independent 1 July 2016 30 June 2017 27 January 2018
Debra Russell Independent 1 July 2016 30 June 2017 27 January 2018
Clive Goldsworthy Councillor 22 November 2016 30 June 2017 October 2017
Margot Smith Councillor 1 July 2016 30 June 2017 October 2017
Brian McKiterick Councillor 1 July 2016 27 October 2016 October 2016

Councillor Brian McKiterick (Mayor) is entitled to attend as he sees fit.
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Meetings and attendance

Four meetings were held during the year, and member attendance was as follows:

Name 8 September 2016 29 November 2016 21 February 2017 16 May 2017

Brian Keane Present Present Present Present

Melissa Field Present Present Present Apology

John Gavens Present Present Present Present

Debra Russell Present Present Present Present

Clive Goldsworthy N/A Present Present Present

Margot Smith Present Present Present Apology

Brian McKiterick Present N/A N/A N/A

The CEO, General Manager Governance & Infrastructure, Manager Governance & Risk,
Manager Finance, Grant Thornton and VAGO representatives are regular attendees at the
meetings.

Work Plan

A Work Plan has been developed to align with the Charter. The Plan is reviewed at each
meeting to ensure it remains relevant. A copy of the 2017/18 Plan is attached at Appendix
A. In addition, the Executive team include additional items of inferest during the year to
keep the Committee briefed of emerging issues or changes. There have been ongoing
discussions on the approach for managing risk, through risk identification to risk mitigation.

A particular topic of risk was addressed at the May meeting in regard to the Digital
Transformation Program. The Committee is seeking ongoing updates to ensure there is
appropriate discussion and fransparency through the development of this most strategic
program.

Key areas

Key areas considered by the Committee over the course of this year include compliance
and conftrols, risk management (including a framework in which to measure and frack
mifigation), policy reviews and financial, management and performance reporting. A full list
of agenda items is attached at Appendix B, and areas of specific interest are included
below.

External Audit

VAGO is the government appointed external auditor that reviews the financial and
performance statements of Surf Coast and provides an opinion that the accounts are
presented fairly and are in accordance with the applicable Australian Accounting Standards
and the financial reporting requirements of the Local Government Act 1989. VAGO met with
the Committee on three occasions namely; to comment on the status of the financial
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statements and performance reporting at the September meeting; to address the
management letter at the November meeting and to outline the audit strategy for 2016/17
audit at the February meeting. Subsequent o the May meeting, VAGO published an interim
management letter for the year ending 30 June 2017. All items from the prior year have
been satisfactorily addressed by Management, and there remains one medium issue
unresolved (Purchase Orders — testing of new system), but with agreed dates for action.

There appears to be no cause for concern in regard to recording and reporting of Surf
Coast’s financial statements for 30 June 2017.

Internal Audit

Grant Thornton is Surf Coast Shire’s appointed Internal Auditor. Grant Thornton is contracted
through to March 2018. Much of the financial year has been focused on enhancing risk
identification and mifigation. Both Management and the Committee believed that an
ongoing internal audit program could only be adequately established once the risks and the
exposure they caused were well understood. Consequently, Grant Thornton has provided
Management with advice and guidance in the development of a revamped strategic and
operational risk framework.

With the enhanced risk management framework in place, an internal audit plan for 2017/18
has been developed for formal endorsement at the September Audit and Risk Committee
meeting.

Grant Thornton was engaged to carry out a review into purchase order processing as
significant strengthening of the process was required. Management implemented an
alternative process in the short-term and has longer-ferm plans to improve the system. An
initial audit has been completed by Grant Thornton with further work continuing to assess
potential risks.

Internal controls

During the year, Management agreed to provide the Committee with draft scope and
reference documents for upcoming audits for review and feedback. This approach has, and
will into the future, ensure there is a broad agreed approach in each internal audit project
under review.

Prior to the February Committee meeting, Management invited the Committee Chair to a
briefing on the findings associated with the Purchasing systems. A paper was presented to
the Committee at the February meeting, outlining the issues, the short term actions to be
addressed and a framework for longer term actions. There is however a need to consider
investment in core systems at Surf Coast fo ensure there is a modern, integrated approach to
finance and accounting transaction processing.

To demonstrate Council’'s commitment to fraud and corruption conftrol, a report outlining
Council’s fraud and corruption conftrol strategies and programs was presented and noted at
the September meeting.

Audit and Risk related policy reviews

A number of audit and risk related policy reviews were tabled for discussion and noting
during the year. The Investment policy was included in agenda and noted. During the
reporting period the Committee requested Management to table a full list of policies
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considered to be exposed to risk for the Committee’s review. Other policies tabled for
discussion and noting included Depreciation, Councillor Entittements and Gifts & Hospitality.
The Committee discussed Council’'s Councillor Code of Conduct policy before its statutory
review.

Risk Management

Significant effort has been required by Management to re-align the risk register and identfify
those risks considered strategic versus those considered to be operational. With the
commitment of the Executive Management Team, and the assistance of Grant Thornton and
Manager Governance and Risk, Council now has a revitalised risk register. A key outcome is
the ongoing ownership of risk by senior leadership and managers within Council. A list of
identified strategic risks and mitigation is attached at Appendix C.

Financial Reporting

The annual financial statements for 2015/16 were thoroughly reviewed with Management
and the external auditors at the September meeting. There were no material matters raised
and the accounts were recommended to Council. Quarterly financial reports were tabled
at Committee meetings and there were no material concerns during the course of the year.

Compliance

The Committee offered advice regarding the analysis and presentation of compliance
reporting and a framework has been infroduced that will be benefit Council info the future
when considering the status of its compliance obligations.

An updated Compliance Report was presented to the May 2017 meeting for comment and
feedback. This update provided the Committee with an insight of the Council’s internal
control framework in relation to key legislation, policies and procedures. The report was
noted as a most useful tool for further development.

The Committee has also conducted local government environmental scans to remain
informed of sector wide risks, compliance and emerging issues. These issues have particularly
focused on fraud and corruption.

Reporting

The Committee offered suggestions on how to address the various reports emanating from
government sources that can be used to help improve processes at Council. The framework
has been adopted by Management and will assist in identifying opportunities to strengthen
processes into the future.

Management also provided the Committee with an insight into the business improvement
program that seeks to improve financial performance. This is considered a valuable insight
as Council seeks to build sustainable savings. The Committee has also considered
opportunities to leverage from other councils where there is evidence of better practice.

Acknowledgements
Audit Committee Members

I would like to acknowledge the professionalism and participation of all the members of the
Audit Committee. The level of discussion on matters brought before the Committee has
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been of a very high standard, which | believe has resulted in fangible benefits to the
community, the Council and Council officers. The Committee has also greatly benefited
from the contributions of the Councillor Committee Members who bring significant local
knowledge and local community experience.

Organisation

| also wish to record my appreciation of the work undertaken by Council staff in supporting
the work of the Committee through the leadership of Keith Baillie, Chief Executive Officer.

I would also like to record my appreciation of the support provided to the Audit Committee
by Anne Howard, General Manager Governance and Infrastructure, John Brockway,
Manager Finance, and Wendy Hope, Manager Governance & Risk, all who have made a
significant contribution to assist the Audit Committee in discharging its duties in accordance
with the Charter.

Brian Keane - Chair, Audit and Risk Committee
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Work Plan 2017/18

Draft Surf Coast Shire Audit Committee
Work Plan 2017 - 2018

Appendix A

No.

Work Plan Item

#71

#72

#73

#74

Audit Committee Meeting Date

Sep-17

Nov-17

Feb-18

May-18

B

External Audit (sections 132 & 133) - (VAGO)

Note the external auditors proposed audit scope and approach, including any
reliance on internal auditor activity.

9.1.2

To discuss matters arising from the external audit with the external auditor.

9.13

Report on the VAGO Financial Sustainiability Indicators.

914

To make comment on management's response to the external auditor's report.

915

Review the performance of the external auditors.

916

To monitor the implementation by management of the external auditor's
recommendations which are adopted by the Council.

917

Meet at least twice annually with the external auditor.

918

Audit Committee members-only session with VAGO.

9.2

|Interna| Audit {(section 139) - {Internal Auditors)

9.21

To make recommendations to the Council on the appointment and remuneration of
the internal auditor.

922

To review and recommend to Council on Strategic Annual Internal Audit Plan having
regard to Council's Budget and objectives. Review and adopt Year 2/3 of Strategic
Audit Plan

923

To consider internal audit reviews as completed and recommend actions that result
in improved performance in these areas to Council

924

As part of the Committee's annual assessment of performance, determine the level
of satisfaction with the internal audit function

925

Report on the Business Improvement Program by providing the Internal Audit Plan
and Status Update

926

Audit Committee members-only session with Internal Auditors.

9.3

Internal Control - Audit & Risk Committee (ARC)

9.31

Understand the scope of internal and external auditor's review of internal controls
over financial reporting and obtain reports on significant findings and
recommendations, together with management's responses.

932

Consider with the auditors any acts of fraud, any illegal undertakings and any
deficiencies or breaches of security

9.4

Accounting and Investment Policies

9.41

To consider recent developments in accounting principles or reporting practices that
may affect Council

9.42

To annually review the Council's accounting principles, policies and practices as
outlined in the annual financial statements.

943

To annually review the Council's investment policy

944

To review Council's Property, Infrastructure and Plant & Equipment policy

9.5

Risk Management

9.51

To monitor Council's risk management system

952

To work with management to ensure significant risks are adequately managed

953

To ensure that Council receives timely reporting of existing and emerging risks and
the planned treatment of those risks by management

954

Monitor processes and practices of the Council to ensure effective business
continuity

955

To annually review the Council's risk policies and the Enterprise Risk Management
Report format.

=

9.6

Financial Reporting

9.6.1

Gain an understanding of current areas of greatest financial risk and how they are
managed

962

Review significant accounting and reporting issues, and understand their impact on
financial reports

963

Review complex and unusual financial transactions and highly judgemental areas,
and understand their effect on the financial statements

964

Oversee the periodic reporting process implemented by management and review
financial statements before release

2y Wy dd 8y

=1 ] wg ] =

<) =21 =21 =2

9.6.5

To review the annual financial statements prior to their approval by the Council.

2] A &) ad 2

9.7

Compliance

97

Review effectiveness of systems for monitoring compliance with laws, regulations,
internal policies and industry standards, and the results of managements
investigation and follow up of instances of non - compliance
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Draft Surf Coast Shire Audit Committee
Work Plan 2017 - 2018

No. |Work Plan Item #11 #72 #73 #74
Audit Committee Meeting Date Sep-17 |Nov-17 Feb-18 |May-18
9.7.2|Obtain regular updates from management about compliance matters that have a A El Y A
material impact on the financial statements, strategies, operations and reputation
9.7.3]|To consider recent developments and updates in the various Acts that have an v El y Fl
impact on compliance matters that may affect Council.
9.7 4| Policies for ARC comment before presentation to EMT/Council
SCS 019 Procurement (last reviewed August 2016) Ll
SCS 002 Councillor Code of Conduct (November 2020)
SCS 005 Strategic Asset Management (September 2018)
SCS 021 Risk Management (next full review by management August 2018)
SCS 025 Capital Works Community Engagement (March 2019)
SCS 013 Sale of Council Land (August 2017) v
SCS 014 Occupational Health and Safety (May 2019)
SCS 028 Depreciation of Property, Plant & Equipment (June 2018)
MPP 009 Business Continuity (August 2019)
MPP 040 Protected Disclosures (July 2020)
MPP 043 Freedom of Information (July 2020)
MPP 001 - Fixed Asset Policy (to SCS 028 Depreciation of Property, Plant &
Equipment (June 2018)
MPP 005 Privacy and Data Protection (July 2020)
SCS 001 Councillor Entitlements (August 2018)
SCS 009 Infrastructure Special Rates and Charges Scheme - in development K
(September 2017)
SCS 018 Gifts, Benefits and Hospitality (August 2018)
9.7.5|To annually report on (1) Gifts & Hospitality Register (2) Councillor entitlements and Fl
(3) Councillor education and other reimbursement expenses
9.8|Fraud
9.8.1|Review management's fraud prevention strategies and programs including numbers o o
trained in fraud awareness.
9.8.2]Ensure that fraud reporting obligations have been met i + i A
9.8.3]| To review the Council's fraud and corruption control policies and plan:
a.|MPP 0015 Fraud Control Policy (May 2018) V
b.|Fraud and Corruption Control Plan (Feb 2018) +
9.8.4|Review reporting and outcomes from the Fraud & Corruption Control Plan (FCCP) + +
9.9|Reporting
9.9.1]Audit and Risk Committee (ARC) Chair to brief Council on ARC activities A A A gl
9.9.2|Report regularly to Council about the Committee's activities, issues, and related Kl El B y
recommendations through circulation of minutes after each meeting.
9.9.3|Consider the findings and recommendations of relevant Performance Audits
undertaken by the Victorian Auditor General, Ombudsman Victoria and IBAC and ~ o ~ o
ensure Council implments relevant recommendations
9.9.4|To annually report on Local Government Performance Reporting Framework +
(LGPRF) results
9.9.5|Report on yearly activities to Council via a Committee Annual Report. v
9.9.6]Report on progress of Digital Transformation Strategy. v o + P
9.10|Other
9.10.1|Perform other activities related to the Charter as requested by Council A o A A
9.10.2|Review and assess the adequacy of the Audit & Risk Committee Charter annually P
9.10.3|Evaluate the Audit & Risk Committee's performance annually and include evaluation P
in the annual report to Council {including Management evaluation).
9.10.4|Establish an annual work plan that ensures proper coverage of matters laid out in El

the Audit and Risk Committee Charter.
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Appendix B

Agenda Topics 2016/17

September 2016

Outstanding Issues & Actions Report

Chief Executive Officer's Update

Business Improvement Program

Enterprise Risk Management Report, Risk Management
Strategy and Risk Appetite

Work Health & Safety Report

2015/16 Year End Program Management Report
Internal Auditors Update (Grant Thornton)
Performance Audit Reports - External Agencies

End of Financial Year Presentation

Annual Financial Statements 2015-16

Surf Coast Shire Performance Statement 2015 - 2016
Victorian Auditor General's Office (VAGO) Update
Policy Matrix

SCS-005 Strategic Asset Management Policy
SCS-025 Capital Works Community Engagement Policy
SCS-014 Workplace Health and Safety Policy

MPP 009 Business Continuity Procedure

Audit and Risk Committee Annual Report 2015/16
Committee Self-Assessment Questionnaire

Fraud Prevention Strategies and Programs
Legislative Update

Council Confrols relating to Councillor Costs
Compliance Checklist

Next Meeting & Proposed Agenda Outline

November 2014

Outstanding Issues & Actions Report

Chief Executive Officer's Update

Business Improvement Program

Work Health & Safety Report

Entferprise Risk Management Report

External Auditor Update (Victorian Auditor General's
Office)

Performance Audit Reports - External Agencies
Quarterly Financial Report - September 2016
Program Status Report July to September Quarter 2016
SCS-002 Councillor Code of Conduct - Review
Review of Audit Committee Charter

Audit Committee Independent Members - Expressions of

Interest
Next Meeting, Proposed Agenda Outline and Schedule
2017

Grant Thornton Internal Audit Status Report and Update

February 2017

Outstanding Issues & Actions Report

Chief Executive Officer's Update

Managing Risk Associated with Trees - Presentation
Business Improvement Program

Workplace Health and Safety Report

Enterprise Risk Management Report February 2017
Grant Thornton Internal Auditor Status Report
External Auditor Update (Victorian Auditor General's
Office)

Performance Audit Report November - January
Quarterly Financial Report - December

Program Status Report - October to December 2016
Quarter

Fraud and Corruption Strategies

Key Audit Themes 2015-16

Mandatory Reporting to IBAC

Future Role of Audit and Risk Committees - Local
Government Act Review

Transition to New Internal Audit Contract March 2018
Next Meeting Date and Proposed Agenda

May 2017

Outstanding Issues & Actions Report

Chief Executive Officer's Update

Business Improvement Program

Road Management Plan Update

Tree Risk Management Plan Update

Digital Transformation

Workplace Health & Safety Report - Quarter 3 2016-17
Enterprise Risk Management Report - May 2017
Internal Auditor Status Report (Grant Thornton)
Strategic Internal Audit Plan — Financial Year 2018
External Auditor Update (Victorian Auditor General's
Office)

Performance Audit Report February - April 2017
Quarterly Financial Report - March 2017

Monthly Finance Report - March 2017

Draft Budget 2017-18 & Long Term Financial Plan
Update

Program Status Report - January to March 2017
SCS-014 Workplace Health & Safety Policy

SCS-016 Investment Policy

Draft MPP-001 Asset Accounting Policy
Management Policies for Review

Compliance with Legislation, Policy & Procedures
Letter to Grant Thornton

Gifts & Hospitality Register & Councillor Enfitlements,
Education & Other Expenses Report

Development of the Council Plan 2017-2021
Transparency of Local Government Decision Making
Committee Work Plan 2017-2018

Next Meeting & Proposed Agenda Outline
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Appendix C

Strategic Risks Summary

Alyun /Jouly

A¥1un Jouly

ARxnun polep

juawabeueyy

I v ‘Sawalinbal 3013 s pue Ayapnposd yoddns 03 A50jouydal jJoUONEZI N JUBIDIUNSU| | uogeuuou| JaBeueyy GG 6l
ajey jJouy ajey Jouly NI pJoulpy
Z Z 2 "3NU3A3J 1S3 PUB SIUSWIS3AUI|DUNO0D J0 S50 | 3dueuly Jabeueyy 69 gl
A@iun siouyy | 2qISsodfiouly | 21qissod poley 3SIY B 0UBULIAA0D
& 9 6 ‘suonebiqo jebajyim Adwod ojainjiey Jabeuepy zZz 2l
wsuno |
3|qISSOd /Jouly | 31qissod/Jouly | 2|qissod /iolepy ®uawdojaaag
9 9 6 ‘sJakojdwa aiys A3y buipedwi uinjumopaiwouod3 | diwouodg sabeueyy LLL 1
ajey jJoun ARxiun7ofepy | A/ sofepw
z 9 ZL “spuewap ypwosb uonendod 193w 01US0IYNSUI 3J8 S30JN0S3J IDUN0) | 3dueuly sabeuep L2 Sl
Axiun souy [ ARIUR pofep | Ajexm 7 Jofepy 2210 Juawabeuey
I ] ZL “MAIASJ Japun 1 ySU S1yy —3dods ojpue 1abpng uo ‘awiuo syoafosd Jolew Janjap ojainjiey | weibold Jabeuey pEL bl
a|qissod poleyy | 21qissog poleyy | Ay /oley ‘aqedipeld a|qeuoseal se Jey 0s aoe|d anno
6 6 3Jomajes e bulureuIBWOU Ul [eNplAIpUl UBJO uoiesiuebo ay) 03 aul ueopubisio Anful ‘Ajjeley | ® 3)doad Jabeuepy /9 £l
Ayiun pofeyy | ARxiun pofew
9 9 ‘s wasnbaipuny oysnidins (v 1193) Ysed eaalap 01 Aljigeu) aoueuly Jabeueyy £el Zl
3IqIssod/Jouly | a|qissod/ioun
9 9 ‘sanpqel) aJnny o wawAded Joj 3jqejieAe spuny sjenbapeu) | 3oueuly Jabeueyy 29 Ll
Ax1un pofeyy | aiqissoc| polepy
9 8 "anuaA3J uluoNPaJ 03 anp saoud uosaalap o1Alliqey) | adueuly Jabeueyy \Z oL
buiuue|g
Al@x1un sioulyy | 2I9ISS0d fJouiy aoedg uado B
4 9 ‘awdojanap oyjoud paunuspluaag aey jou Aew sease abeysayjeuibuogy wedwubis Ajjesnyny | uoneasoay Jabeueyy £9 [
23|qI1ss04 Ajpjes AQlunwwo)
2|qIssod /oleyy /181U ‘asl |2A2] B3S B JUaWUOJIAUT
X pue sabins wio}s paseaoul Joy ajenbape Jou S1S3IUNW WO [BISE0d pue|uuNo) Aquonesedald Jabeuepy 6 2
Ajpjes Alunwwon
® juawuoliAug
‘aJnprujseyul sabewep Apueopubis Ydiym - WIOIS puim ‘pooy ‘aUuysng - JU3 A3 Jayleam awag Jabeueyy of L
fjages Munwwod
3|qISSod/Jouly | 21qISSod/iouy ‘suonjejoadxa Apunwwod pue suawannbal eba| yjim aouepiodde B JUaWUOJIAUT
9 9 ul sabeuBW JO SUMO [IDUNOY pUeB| UO AJISJanpoiq 10310id pue abeuew Aajenbape ojainjiey Jabeuepy 26 9
S321M3S
2|qISS0d pJouly | 21q1550¢| 1oleyy ‘easa|buy e ayis |ypue| bunsixa Buuaauibug
9 6 2y} j0 uoneIPaWaJ pue 2Jnso}d uonesado Bupsebal sjuawalinbal v43 sy abeuew 01 Ajigeu) Jabeuepy Gel g
Apyes AQlunwwo)
A2y s Jolepy Ay s Joleyy ® JUaWUOJIAUT
“Ayunwwod ayyjo Bulagjampue yyeay ayjuo spedwijuasadwapued v Jabeuepy 201 a
ARynun suonesadQ
Awanxg aoeds uadQ
0l 3|doadiosjasse 015334340 anjie; ayy Ag pasned abeweq | B saypoedsabeuepy 0f g
Alunwwon
A3jiiun pofew | aiqissod polep B 2aMnD
9 9 ‘JW 10U 3JB 303N} 34} O PUBMOU AJIUNWW 0D 3Y10 SPaauadines | Jabeuey [ejauad 9g 4
Al@x1un 7iouy Ay s Jolepy 'S}ASSe MaU JO Wwawdojpaap anoqe Jabeueyy
+ Zl aseqjasse bunsixa 3yl 1o wawabeuew agisuodsal azuoud oy sjiejueld jeoueuly wiajbuojay ] 18ssy 2163jeas [>rd 1
Buney Buney Buney ‘ON ‘ON
Jsu jenpisay ASIY uand | ySiy juaiayul ASKy J3umQ ¥siy AsKy way

Ja3s1Bay ysiy d1Bajens

9|Page



