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10.3 Review of the Finance and Audit Committee
Location Town-wide
Reporting officer Danielle Uniza
Responsible officer Anthony Vuleta
Voting requirement Simple majority
Attachments 1. Audit Committee Schedule [10.3.1]

2. Finance and Audit Committee - Terms of Reference - Current [10.3.2]
3. Finance and Audit Committee - Terms of Reference - 2016 [10.3.3]
4. Proposed - Audit Committee - Terms of Reference [10.3.4]
5. 10.3 - Establishment of Council - Created Committtes Appointments 

version 2 [10.3.5]

Recommendation
That Council:
1. Endorses changing the name of the ‘Finance and Audit Committee’ to the ‘Audit Committee’ 
2. Adopts the Terms of Reference for the Audit Committee, as included in Attachment 10.3.4 
3. Requests that the Audit Committee conducts work specified in the Audit Committee Schedule, as 

included in Attachment 10.3.1 and reports its recommendations back to Council as appropriate. 

Purpose
To present findings from the review conducted of the Finance and Audit Committee’s terms and functions 
for Council’s consideration.  

In brief
 At its Ordinary Council Meeting (OCM) held on 19 March 2019, Council requested the Chief Executive 

Officer to review the functions and terms of the Finance and Audit Committee, and present a further 
report back to Council by July 2019. 

 While the terms and functions of the Finance and Audit Committee (the Committee) were last adopted 
by Council at a Special Council meeting held on 23 October 2017, the Committee was first established 
in October 2016. Prior to this, Council had an ‘Audit Committee’ in its place. 

 In accordance with section 7.1A of the Local Government Act 1995 (the Act), each local government is 
required to establish an audit committee. The functions of an audit committee established under the 
Act is prescribed within the Local Government (Audit) Regulations 1996 (the Regulations).

 The Town has conducted a review of the Committee under the existing legislative framework and 
guidelines provided by the Department of Local Government (the Department), whilst giving 
consideration to both the specific needs of the Town and opportunities for improvement. 

Background
1. At its February 2016 OCM, Council resolved to establish a new committee structure comprised of seven 

committees, including the Finance and Audit Committee. The role of the Committee at the time of its 
establishment was ‘audit, budget, renewal, revenue diversification, land/asset optimisation, investment, 
rates, risk, grants and governance’.  The full Terms of Reference (TOR) has been included in this report 
as Attachment 10.3.3. At its Special Council Meeting held in October 2017, Council resolved to re-

https://www.victoriapark.wa.gov.au/files/assets/public/document-resources/corporate/exec-pa/minutes-and-agendas/2017/scm/minutes/171023-scm-minutes.pdf
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establish the Committee under the same TOR. 

2. At its February 2018 OCM, Council resolved to change the TOR for each committee of Council for the 
purpose of aligning it with the adopted Strategic Community Plan 2017-2032. This TOR, which is still 
operative today, has been included in this report as Attachment 10.3.2. Main changes to the TOR 
includes expansion of the purpose and scope of the Committee, and the inclusion of service areas 
within the Town that are ‘likely to predominantly feature’ in this Committee. 

3. At its June 2018 OCM, a report was presented to Council as a ‘new business of urgent nature’ for the 
purpose of appointing ‘other persons’ to committees of Council, including the Finance and Audit 
Committee. The report presented to Council stipulates that ‘the appointment of enthusiastic and 
committed ‘other person’ [would] complement each of the Committee’s skill set [and would] help 
achieve the vision and mission of the Town’. At current, the Committee is comprised of four elected 
members, and two independent committee members. 

4. Prior to the Committee being established in February 2016, an ‘Audit Committee’ existed in its place. 
The purpose of the Audit Committee was to facilitate ‘the enhancement of the credibility and 
objectivity of external financial reporting; the 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 relative to audit, risk management, internal control and legislative compliance; and, the 
provision of an effective means of communication between the external auditor, the Chief Executive 
Officer and the Council.’

5. While no specific reason is contained within the officer report (included as Attachment 10.3.5), relating 
to the shift from the existing ‘Audit Committee’ to the ‘Finance and Audit Committee’, justification 
provided for the new committee structure in general was to promote a ‘strategic focus’. 

6. Although the requirement to establish an ‘audit committee’ is prescribed in section 7.1A of the Act, 
recent auditing reform in local government has resulted in changes to its purpose and scope, such as: 
a. The expansion of the Auditor General’s powers to undertake, and report on, financial and 

performance audits of local governments
b. Strengthening of the role of an audit committee to ‘monitor and advise’ the CEO in reviews 

conducted into financial management systems, and audit systems and procedures
c. Responsibility of an audit committee to oversee the implementation of audit recommendations, 

approved by Council, made by either the external auditor or have come from reviews of the local 
government’s systems and procedures. 

7. The Department stipulates that the new role is intended to ‘reflect the importance of the Audit 
Committee as a section of council charged with specific responsibilities to scrutinise performance and 
financial management.’  These changes are presented in the June 2018 Departmental Circular No. 02-
2018, and the Department’s Guide to Local Government Auditing Reform -  June 2018. 

8. Further information on the role of an audit committee is also presented in the Local Government 
Operational Guidelines Number 09 – The appointment, function and responsibilities of Audit 
Committees. While these guidelines were last updated in September 2013, it contains relevant 
information regarding how audits of systems and processes in local government may be conducted, 
particularly relating to internal controls, legislative compliance and risk management (as required by 
Regulation 17 of the Regulations). 

Strategic alignment

https://www.victoriapark.wa.gov.au/files/assets/public/document-resources/corporate/exec-pa/minutes-and-agendas/2018/ocm/minutes/180213-ocm-minutes.pdf
https://www.victoriapark.wa.gov.au/About-Council/Council-documents/Integrated-Planning-and-Reporting-Framework/Strategic-Community-Plan
https://www.victoriapark.wa.gov.au/files/assets/public/document-resources/corporate/exec-pa/minutes-and-agendas/2018/ocm/minutes/180612-ocm-minutes.pdf
https://www.dlgsc.wa.gov.au/resources/publications/Pages/ViewPublication.aspx?DocID=1503
https://www.dlgsc.wa.gov.au/resources/publications/Pages/ViewPublication.aspx?DocID=1503
https://www.dlgsc.wa.gov.au/resources/publications/Publications/Departmental%20Circular%2002-2018%20Guide%20to%20Local%20Government%20Auditing%20Reforms/Guide%20to%20Local%20Government%20Auditing%20Reforms%20-%20June%202018.docx
https://www.dlgsc.wa.gov.au/resources/publications/Publications/Local%20Government%20Operational%20Guidelines%20Number%2009%20-%20The%20appointment,%20function%20and%20responsibilities%20of%20Audit%20Committees/DLGC_LG_Operational_Guideline_9.pdf
https://www.dlgsc.wa.gov.au/resources/publications/Publications/Local%20Government%20Operational%20Guidelines%20Number%2009%20-%20The%20appointment,%20function%20and%20responsibilities%20of%20Audit%20Committees/DLGC_LG_Operational_Guideline_9.pdf
https://www.dlgsc.wa.gov.au/resources/publications/Publications/Local%20Government%20Operational%20Guidelines%20Number%2009%20-%20The%20appointment,%20function%20and%20responsibilities%20of%20Audit%20Committees/DLGC_LG_Operational_Guideline_9.pdf
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Civic Leadership
Strategic outcome Intended public value outcome or impact
CL08 - Visionary civic leadership with sound 
and accountable governance that reflects 
objective decision-making.

In conducting its review of the Committee’s terms and 
functions, the Town have sought to take a more 
proactive, contemporary and principles-based approach, 
rather than only striving for compliance.

CL10 - Legislative responsibilities are 
resourced and managed appropriately, 
diligently and equitably.

The proposed Terms of Reference ensures that legislative 
responsibilities of the Committee are clearly captured, 
whilst its work plan ensures that it is managed 
appropriately.

Engagement
Internal engagement
Stakeholder Comments
Finance and Audit Committee The draft Audit Committee Terms of Reference has been 

presented at a Finance and Audit Committee workshop, 
and placed on the Elected Members’ intranet, for feedback. 
While the Committee has generally agreed with the 
proposed refocusing of the Committee’s purpose from 
being predominantly finance to being more audit related, 
some concerns have been raised regarding the addition of 
new roles originally proposed such as the expansion of its 
oversight role in ‘internal audit’ and ‘ethical responsibility’, 
which resulted in the removal of those functions in the 
proposed TOR. 

Legal compliance
Section 7.1A of the Local Government Act 1995
Local Government Amendment (Auditing) Act 2017
Local Government (Audit) Regulations 1996

Risk management consideration
Risk and consequence Consequence 

rating
Likelihood 
rating

Overall risk 
analysis

Mitigation and actions

Compliance 
An audit committee, 
and its main 
functions, are 
stipulated in the Act 
and the Regulations. 

Moderate Possible High This risk can be 
mitigated by (1) 
retaining and 
continuing to establish 
an audit committee, 
and (2) by ensuring that 
the committee’s terms 
and functions, at 
minimum, align with 
legislative requirement. 

http://classic.austlii.edu.au/au/legis/wa/consol_act/lga1995182/s7.1a.html
https://www.slp.wa.gov.au/pco/prod/filestore.nsf/FileURL/mrdoc_37024.pdf/$FILE/Local%20Government%20Amendment%20(Auditing)%20Act%202017%20-%20[00-00-00].pdf?OpenElement
https://www.legislation.wa.gov.au/legislation/statutes.nsf/RedirectURL?OpenAgent&query=mrdoc_41025.pdf
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Financial implications
Current budget 
impact

Sufficient funds exist within the annual budget to address this recommendation.

Future budget impact Not applicable.  

Analysis
9. In line with Council’s resolution, the Town has since conducted a review of the terms and functions of 

the Finance and Audit Committee. The review has sought to ensure that the conduct of the Committee 
complies with the existing legislative framework and guidelines provided by the Department, whilst 
meeting the specific needs of the Town and pursuing opportunities for improvement. As a result of this 
review, it is recommended that the existing TOR of the Committee be replaced with the TOR presented 
in Attachment 10.5.1, and that the name of the Committee be changed from ‘Finance and Audit’ to 
‘Audit’ to reflect the refocus of its role and functions. The proposed TOR identifies four key areas of 
responsibility: financial reporting, internal control, risk management, and external audit. 

10. It is to be noted that while the Council resolution has triggered a more thorough review of the 
Committee, its initial review commenced alongside that which was conducted of the former 
committees of Council (i.e. Future Planning, Community Development and Economic Development). 
The findings identified in the report on Review of Council Committee Structure presented at the March 
OCM applies to this Committee. 

11. In relation to the Committee’s function in financial reporting, the new TOR proposes refocusing its 
responsibility in financial oversight. While the existing terms of reference does not outline a deliverable 
specific to the Committee’s role in financial reporting, data collected on the reports and items 
considered by the Committee has shown that, in practice, a majority relate to receiving the Town’s 
monthly financial statements and schedule of payments. The proposed TOR seeks to refocus this scope 
to, instead, ensuring objectivity and clarity in the Town‘s financial reporting, as directed by Council. 

12. In relation to the Committee’s function in internal control, the new TOR outlines the Committee’s 
responsibilities in relation to both internal control and legislative compliance, as presented in the 
Department’s Guidelines, such as: reviews conducted under Regulation 17 of the Regulations, the 
Compliance Audit Return, and relevant policies relating to the scope of its duties. Further to this, the 
Committee will have additional duties in relation to ensuring continued compliance with relevant laws 
and regulations, as resolved by Council at its April Ordinary Council Meeting and presented in Report 
14.1.1 CEO Review of Systems and Procedures on Legislative Compliance. 

13. In relation to the Committee’s function in risk management, the new TOR proposes responsibilities in 
line with the Department’s Guidelines, such as reviewing the Town’s risk management framework, and 
receiving risk reports. As the existing TOR did not include any responsibilities relating to this area, the 
intent is to improve the Town’s approach in line with industry best practice, and as a response to a 
motion carried at the December 2018 Annual Electors’ Meeting relating to the review of the Town’s risk 
management framework and matrix. 

14. In relation to the Committee’s function external audit, its previous role in appointing an external 
auditor has been removed in accordance with Section 13 of the Local Government Amendment 
(Auditing) Act 2017. 

15. With the change in the terms and function of this Committee, it is proposed that its monthly meeting 
schedule be discontinued, and replaced with the meeting schedule and work plan as included in 

https://www.victoriapark.wa.gov.au/files/assets/public/document-resources/corporate/exec-pa/minutes-and-agendas/2019/ocm/agenda/190319-ocm-agenda-updated-15.03.19.pdf
https://www.victoriapark.wa.gov.au/files/content/public/minutes-and-agendas/ordinary-council-meeting-16-april-2019/ordinary-council-meeting-16-april-2019/reports/14.1.1-ceo-review-of-systems-and-procedures-on-legislative-compliance/14.1.1-ceo-review-of-systems-and-procedures-on-legislativ.pdf
https://www.victoriapark.wa.gov.au/files/content/public/minutes-and-agendas/ordinary-council-meeting-16-april-2019/ordinary-council-meeting-16-april-2019/reports/14.1.1-ceo-review-of-systems-and-procedures-on-legislative-compliance/14.1.1-ceo-review-of-systems-and-procedures-on-legislativ.pdf
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Attachment 10.5.6. Additional meetings, outside of the approved schedule, may be held by agreement 
of the Committee. 

16. As this recommendation is only intended to rename and refocus the scope of the current ‘Finance and 
Audit Committee’, the term of this Committee is still in line with Council’s resolution made at its 
October 2017 Special Council Meeting. The term of the Committee, and the appointment of all its 
members, expire before the October 2019 local government elections. It is intended that the TOR will 
be reviewed before its proposed re-establishment. 

17. It is to be noted that as a result of the review, further additions to the original TOR were proposed to 
include functions relating to internal audit and ethical responsibility but have been removed as result 
of discussion at a Committee workshop. While not included in the proposed TOR, the Town will be 
progressing such initiatives through the development of its internal audit program and its integrity and 
ethical development plan. It is suggested that the Committee’s role in both areas are reconsidered in 
the future. 

Relevant documents
Departmental Circular No. 02-2018 (Department of Local Government)
Guide to Local Government Auditing Reform - June 2018
Spotlight on audit committees (Department of Local Government)
Corruption Crime Commission – Media Release – New report delivers strong warning for local government 
– October 2016
Extract from Hansard – Second Reading of the Local Government Amendment (Auditing) Bill 2017

https://www.dlgsc.wa.gov.au/resources/publications/Pages/ViewPublication.aspx?DocID=1503
https://www.dlgsc.wa.gov.au/resources/publications/Publications/Departmental%20Circular%2002-2018%20Guide%20to%20Local%20Government%20Auditing%20Reforms/Guide%20to%20Local%20Government%20Auditing%20Reforms%20-%20June%202018.docx
https://www.dlgsc.wa.gov.au/resources/news/Pages/Spotlight-on-audit-committees.aspx
https://www.ccc.wa.gov.au/publications/media-releases/page/media-release-new-report-delivers-strong-warning-local-government
https://www.ccc.wa.gov.au/publications/media-releases/page/media-release-new-report-delivers-strong-warning-local-government
http://www.parliament.wa.gov.au/Hansard/hansard.nsf/0/c23cdc5f64b3f9b04825818c00212678/$FILE/A40+S1+20170628+p1957a-1965a.pdf

