AUDIT AND BUSINESS IMPROVEMENT
COMMITTEE POLICY

ADMINISTRATIVE POLICY LN
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Regional*Council

1 Scope

This policy and the attached terms of reference applies to Councillors and external representatives
appointed to the Rockhampton Regional Council’s Audit and Business Improvement Committee.

2 Purpose

The purpose of this policy is to provide the framework in which Council’s Audit and Business Improvement

Committee operates.

Related Documents
3.1  Primary
Nil

3.2 Secondary

Local Government Act 2009

Local Government Regulation 2012

Audit Committee Guidelines — Queensland Treasury July 2020

Councillor Acceptable Request Guidelines Policy

Internal Audit Charter Policy

4 Definitions

To assist in interpretation, the following definitions apply:

Audit and Business Audit committee — An advisory committee of Council constituted under the
Improvement Local Government Act 2009, section 105.
Committee
CAE Chief Audit Executive
Chief audit executive describes the role of a person in a senior position
responsible for effectively managing the internal audit activity in accordance
with the internal audit charter and the mandatory elements of the International
Professional Practices Framework. The chief audit executive or others
reporting to the chief audit executive will have appropriate professional
certifications and qualifications.
CEO Chief Executive Officer
A person who holds an appointment under section 194 of the Local
Government Act 2009. This includes a person acting in this position.
Council Rockhampton Regional Council
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5 Policy Statement

Council is committed to an open and accountable system of governance.

In accordance with section 105 of the Local Government Act 2009 and chapter 5, part 11, subdivision 2 of
the Local Government Regulation 2012, Council has established an audit committee, known as the Audit

and Business Improvement Committee.

The role of the Audit and Business Improvement Committee is to:

(a) make recommendations to Council about any matters the committee considers need action or

improvement; and

(b) monitor and review the:

(i) integrity of financial documents;

(ii) internal audit function;

(iii) effectiveness and objectivity of Council’s internal auditors.

The Audit and Business Improvement Committee business will be conducted in accordance with relevant

legislation and the attached Terms of Reference.

6 Review Timelines

This policy is reviewed when any of the following occur:

(a) The related information is amended or replaced; or

(b) Other circumstances as determined from time to time by the Council.

7 Responsibilities

Sponsor

Chief Executive Officer

Business Owner

Deputy Chief Executive Officer

Policy Owner

Chief Audit Executive

Policy Quality Control

Legal and Governance
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ROCKHAMPTON REGIONAL COUNCIL

LEGAL AND GOVERNANCE USE ONLY

Adopted/Approved: Adopted, 08 December 2020 Department: | Corporate Services
Version: 9 Section: Internal Audit
Reviewed Date: 18 October 2022 Page No: Page 2 of 7




5

Rockhampton

Regional*Council

Subject: Terms of Reference — Audit and Business Improvement Committee
File Ref: 8237

1 Establishment of the Audit and Business Improvement Committee
The Audit and Business Improvement Committee (committee) is established in accordance with section 105
of the Local Government Act 2009.

This committee, having no delegated authority, is a source of independent advice to Council and the CEO.
It does not replace the responsibilities of executive management. Accordingly, the committee is not
responsible for supervising the performance of officers and it is not to become involved in the day-to-day
operations, management functions, or decision making of Council.

The committee can make recommendations to Council for consideration, or where the CEO has approval
authority for an item under discussion, the committee can make recommendations directly to the CEO for
consideration.

2 Purpose

The Audit and Business Improvement Committee is constituted under the Local Government Act 2009. It
provides direction and leadership on the functional responsibilities detailed in paragraph 4 Duties and
Responsibilities. These Terms of Reference outline the role, responsibilities, compositions and operating
guidelines of the committee.

3 Objectives of the Committee

The overall objective of the committee is to assist Council and the CEO to discharge their duties by providing
specialist high level advice, with respect to matters of financial reporting, corporate governance, risk and
control and internal and external audit functions.

4 Duties and Responsibilities

The committee has a key role in strengthening the control environment and ascertaining the establishment
of an appropriate ethical culture. The main responsibilities of the committee are to:
(a) Monitor and review:

(i) The integrity of financial documents;

(i) The internal audit function; and

(iii) The effectiveness and objectivity of the Council’s internal auditors.
This will be achieved by the following activities.
4.1 Financial Reporting

The financial reporting activities include:

(a) Review with management and the external auditors the results of audit engagements, including
any difficulties encountered, significant accounting and reporting issues, and recent professional
and regulatory changes, and understand their impact on the financial statements.
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4.2

4.3

(b) Understand strategies, assumptions and estimates that management has made in preparing
financial statements, budgets and investment plans.

(¢) Understand how management develops interim financial information and the nature and extent
of internal and external auditor involvement in the process.

(d) Review, for the preceding financial year, the draft Financial Statements, before the statement is
certified, and the Auditor General's report about Council’s financial statements and consider
whether they are complete and consistent with the information known to the committee members.

Audit
The audit activities include:

(a) Ascertain that the activities undertaken by the Internal Audit function are in accordance with
relevant charters, international standards, professional practices etc. through the annual and
periodic Quality Assurance and Improvement Program process.

(b) Ascertain the objectivity and independence of both the internal and external audit functions.
(c) Monitor cooperation levels of management with the relevant audit functions.

(d) Monitor and review, providing input for consideration to, Internal and External Audit’'s annual risk-
based plans, which may include providing possible areas for inclusion and input to the scope.

(e) Review the results of the internal audit reports including, management’s responses, and the
sufficiency of any planned actions to address findings/recommendations.

(f) At least twice during the year, review and track the recommendations, and the actions in
response, to address the results of the audit engagements and improve the control environment.

(9) Review the progress report for the internal audit recommendations and actions for the preceding
financial year.

(h) Monitor and review results of periodic surveys undertaken on the effectiveness of Internal Audit.

(i) The committee may meet with Internal and External Audit independent of management as
determined necessary.

Other
Other activities include:

(a) To obtain reasonable assurance with respect to Council’'s governance processes, the committee
will monitor and provide advice on the processes and procedures established and maintained to
ascertain they are operating as intended.

(b) Consider the effectiveness of Council’s control environment including information technology,
security, and the status of any significant breaches.

(c) Receive reports on all matters of significance arising from work performed by other providers.

(d) Review the effectiveness of risk management through monitoring of the Enterprise Risk
Management Risk Registers, and Fraud and Corruption Risk Checklist.

(e) Ascertain that management has appropriate antifraud programs and controls in place and
investigations are undertaken if fraud is detected.

(f) Monitor the standard of corporate conduct, for example conflicts of interest, and take an interest
in ethical considerations regarding Council policies and practices.

(g) Monitor the quality and scope of Council’s insurance cover.
(h) Monitor significant litigation issues.
(i) Review any other matters referred to it by the CEO.

() The committee will self-assess annually and confirm that all responsibilities outlined in the Terms
of Reference (this document) have been carried out.
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5 Composition and Membership

In accordance with section 210 of the Local Government Regulation 2012 (Regulation):

1.

The audit committee of a local government must:
(@) Consist of at least 3 and no more than 6 members; and
(b) Include:

(i) 1, but no more than 2, Councillors appointed by the local government; and

(i) atleast 1 member who has significant experience and skills in financial matters.

2. The chief executive officer cannot be a member of the audit committee but can attend meetings of the

committee.

The CEO will provide a strategic update at each meeting.

The membership of the committee is to be as follows:

(a) 2 Councillors; and

(b) 3 Independent external members with appropriate qualifications and experience.

5.1

Appointments

Councillors will be appointed by Council resolution to the committee for the full Council term unless
otherwise determined by the Council.

Independent external members will be recruited through expressions of interest, publicly advertised,
and appointed to the committee by Council resolution. In accordance with Queensland Treasury Audit
Committee Guidelines (Guidelines) independent members will be appointed based on merit for a two-
year term, with a maximum tenure of six years.

Upon completion of the term, the position should be declared vacant, and expressions of interest may
be sought. However, an outgoing external member may be re-appointed by the CEO without the
position being declared vacant, subject to committee composition and skill requirements. The
maximum period an external member can serve is for three consecutive terms being a maximum of
six years.

Best practice, outlined in the Guidelines, indicates the chairperson should be one of the independent
external members. In accordance with section 210(3) of the Regulation, the local government must
appoint one member of the audit committee as chairperson. The committee will discuss and
recommend to Council one member to be the chairperson who will be approved through formal
Council resolution.

Section 211(2)(b)(ii) of the Regulation provides if the chairperson is absent, the members are to
choose another member present to preside for the meeting. To be consistent with the Guidelines’
Composition of Audit Committee, chairperson appointment recommendation, where possible, this
should be one of the other independent external members.

Council may appoint a Councillor to be an alternate member of the committee. An alternate member
is a person who attends meetings of the committee and acts as a member of the committee only if
another Council member of the committee is absent. Other elected members of Council may
participate in committee meetings, however, will not be a member and will not have voting rights.

6 Induction of New Members
New members of the Committee will be provided with induction material to allow the members to familiarise
themselves with Council and to facilitate their understanding of its principal operations and activities,
corporate governance arrangements, corporate practices and culture.
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10

New members will receive relevant information and briefings upon their appointment to assist them in
meeting their obligations under these Terms of Reference. Further training may be made available if
required.

Role of Chairperson

The committee chairperson will assume overall responsibility for:
(a) The good governance and order of the committee;

(b) Providing assurance that the committee responsibilities as per the Terms of Reference (this document)
have been met;

(c) Acting as the chairperson of each committee meeting; and

(d) Providing leadership in promoting and supporting appropriate committee culture.
Voting

Motions are decided on by a majority of the votes of the members present.

If the votes are equal, the chairperson will have a casting vote.
Quorum

A quorum of the committee is a majority of its members. However, if the number of members is an even
number, one half of the number is the quorum.

Meetings

The committee will meet at least twice each financial year in accordance with section 211 of the Regulation.
The CEO in conjunction with the CAE will determine the number of meetings, meeting dates and venue (i.e.
a site or teleconference meeting).

Meetings, including reports, will be closed to the public, unless resolved by the committee.

The committee may invite others to attend. Invitees are not members of the committee and have no voting
rights. Permanent invitees include:

(a) Councillors;
(b) Deputy Chief Executive Officer;
(c) General Managers;
(d) Chief Financial Officer;
(e) Representatives from internal audit and risk management; and
(f) Representatives from external audit.
10.1 Agendas for Meetings
The CEO and CAE will determine the agenda presented to a committee meeting.
At a minimum, the agenda will be distributed at least two working days before the meeting.

The agenda with attachments are designed for internal reporting purposes only and shall not be
released to the general public.

The minutes of the committee meetings will be provided to Council as soon as practicable after each
meeting and upon adoption by Council, extracts will be distributed to relevant officers for information
and action.
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10.2 Administrative Support

The CEO will make administrative arrangements so an agenda, supported by the relevant explanatory
documentation, is circulated to all committee members and any other invitees, as well as providing
secretarial functions to the meetings and preparation of the minutes.

11 Access to Information
The committee has the authority to seek information it deems necessary to fulfil its duties and
responsibilities. All requests are to be submitted through the CEO in line with the Councillor Acceptable
Request Guidelines Policy.
12 Ethical Practices
Members of the Audit and Business Improvement Committee will, at all times in the discharge of their duties
and responsibilities, exercise honesty, objectivity and probity and not knowingly engage in acts or activities
that have the potential to bring discredit to Council.
Members must also refrain from entering into any activity that may prejudice their ability to carry out their
duties and responsibilities objectively and must at all times act in a proper and prudent manner in the use
of information acquired in the course of their duties. Members must not use Council information for any
personal gain for themselves, or their immediate families, or in any manner that would be contrary to law or
detrimental to the welfare and goodwill of the Council. Further, members must treat all information received
as confidential and not publicly comment on matters relative to activities of the Committee other than as
authorised by Council.
13 Conflicts of Interest
Committee members are required to declare any interests that could constitute a real, potential or perceived
conflict of interest with respect to participation on the Committee. The declaration must be made on
appointment to the Committee and be updated as necessary. Declarations in relation to specific agenda
items must be made at the outset of each committee meeting.
Members who become aware of a conflict of interest or issues which may affect their objectivity on matters
raised within the Committee should advise the chairperson immediately. In the case of the chairperson, they
are to advise the CEO.
EVAN PARDON
CHIEF EXECUTIVE OFFICER
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