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Rural City of Wangaratta (RCOW) Audit Advisory Committee

The attributes of an effective Audit Advisory Committee Member include:

A Shows good judgement and is balanced in their consideration of issues and takes
a whole of entity perspective;

A Knows the business of the entity; understands the role of the committee and the
expectations of Council; takes the time to understand changes that affect how the

entity operates and its risks;

T

Brings knowledge and expertise to bear in committee deliberations;

A Displays a constructive and positive attitude in dealings with other committee
members, committee advisors and observers;

A Is a good communicator, builds effective networks and relationships while

maintaining necessary confidences;

™

Devotes sufficient time to committee business; and
A Displays independence of mind on committeece

questions when necessary.

Recommendations for Improvement from Audit Advisory Committee 2016/2017
Self-Assessment

The following are recommended actions for improvement:

1. Continue to utilise the new risk management software to ensure an ongoing
focus on completing the outstanding recommendations from previous internal
and external audits in the proposed timeframes and also monitoring and
reporting to the committee the status of these outstanding recommendations.

2.  Continue to apply increased focus on ensuring an appropriate accountability
framework is maintained to ensure the implementation of the internal and
external audit recommendations are completed in reasonable timeframes, to
the appropriate level, and ongoing controls are established to ensure the
implemented solutions remain effective going forward and do not lapse.

3. Continued focus on the achievement of the action items by the proposed dates
with communication to committee members between meetings as appropriate.
Monthly communication of the status of the recommendations and action items
to the Committee Chair to assist with achieving this improvement.

4. The Committee continue to meet in advance of the formal meeting to discuss
the workings of the Committee and to meet with the internal and external
auditors as appropriate to discuss specific points prior to the meeting proper.

5. The Committee continue to request that other RCoW Directors attend the
relevant parts of the Committee meetings.
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6. Continue to aim to keep the focus on ensuring that practices, processes and
controls are in place and working effectively, rather than delving too much into
the detail, apart from circumstances where the Committee considers this is
warranted.

7. Continue to ensure internal audits provi
close attention to audit scopes and the staff and other interviewed, surveyed,
etc. during the audits.
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1. PRESENT
2. ABSENT/APOLOGIES
3. CONFIRMATION OF MINUTES

RECOMMENDATION:
That Council read and confirm the Minutes of the Ordinary Meeting of 11

September 2018 as a true and accurate record of the proceedings of the
meeting.

4. CONFLICT OF INTEREST DISCLOSURE

In accordance with sections 77A, 77B, 78 and 79 of the Local Government Act

1989 Councillors are required to disclose a6 conf | i ct inaflecidionif er e s |
they would receive, or could reasonably be perceived as receiving, a direct or

indirect financial or non-financial benefit or detriment (other than as a voter,

resident or ratepayer) from the decision.

Disclosure must occur immediately before the matter is considered or
discussed.

Page 7 of 259



AGENDA Audit Advisory Committee Meeting 6 December 2018

5.

BUSINESS ARISING

CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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5.1 APPOINTMENT OF EXTERNAL AUDITOR

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to inform them of the
Victorian Auditor-General6 s ffic® (VAGO) appointing Johnsons MME as their
audit service provider for the period of 30 June 2019 to 30 June 2021.

RECOMMENDATION:

That the Committee note VAGO have appointed Stephen Clarke of
Johnson MME to provide their audit services for the period of 30 June
2019 to 30 June 2021.

Background

The Victorian Auditor-General's Office (VAGO) recently retendered audit services
for the annual financial audit of Wangaratta Rural City Council (Council).

VAGO have appointed Stephen Clarke of Johnsons MME to assist in undertaking
their work for an initial three year period commencing with the financial year
ending 30 June 2019 and up to the financial year ending 30 June 2021 subject to
annual VAGO reviews for satisfactory performance.

Johnsons MME will commence as the external auditor, taking over from RSD
Auditors.

Implications

Policy Considerations

There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

There are no financial or economic implications identified for the subject of this
report.
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Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

Conclusion
The Audit Advisory Committee note the appointment of Stephen Clarke of
Johnsons MME as the external auditor.

Attachments
Nil
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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5.2 COMMITTEE ACTIONS ITEM STATUS

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to provide an update on
the status of action items arising from prior meetings.

RECOMMENDATION:

That the Audit Advisory Committee note the Action Items Report.

Background

As at the September 2018 meeting, there were 11 open action items. At that
meeting a further 9 were added (refer attachment).

The attachment provides the status of each of the open action items and a
summary of the status of the actions is outlined below.

13 Completed Action Completed
2 Nearing Completion Action Nearing Completion
0 In Progress In Progress

Action overdue and progress stalled

1 Not Started Work to complete action has not started
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Additionally, updates will be provided to the Committee from Council Officers in
relation to the following matters:
1 Capitalisation
Director Infrastructure Services - Alan Clark
Manager Finance - Anthea Sloan
9 Broker Services and Insurance Annual Renewal FY2019/20
Governance & Reporting Advisor - Janelle Stein
9 Business Health Check
Manager People & Governance - Gillian Hoysted
Director Corporate Services - Sarah Brindley
1T CAMMS
Manager People & Governance - Gillian Hoysted
Director Corporate Services - Sarah Brindley

1 Cash Receipting

Manager Finance - Anthea Sloan
1 Staff Engagement Survey

Manager People & Governance - Gillian Hoysted
1 Unadjusted External Audit Finding

Manager Finance - Anthea Sloan

Implications

Policy Considerations
There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

Reporting on actions identified by the Audit Advisory Committee provides good
governance and improved financial and risk management outcomes.

Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

Conclusion

Action items continue to be effectively dealt with and closed.
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Attachments

1  Audit Advisory Committee Action Sheet December 2018 g_
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Page 15 of 259



AGENDA Audit Advisory Committee Meeting 6 December 2018

5.3 STRATEGIC AUDIT PLAN 2018/19 - 2020/21

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to review the Strategic
Internal Audit Plan 2018/19 - 2020/21 (The Plan).

RECOMMENDATION:

That the Audit Advisory Committee review the Strategic Internal Audit
Plan 2018/19 - 2020/21 and recommend changes if deemed required

Background

Crowe Horwath has developed a Strategic Internal Audit Plan (The Plan) for
2018/19 to 2020/21. The Plan includes an indicative schedule for internal audits
the 2018/19 to 2020/21 period and provides an internal audit universe for future
years which includes recent internal audit activity. The Plan is presented to the
Audit Advisory Committee for on-going review and propose any changes to The
Plan deemed necessary.

Implications

Policy Considerations

There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

Provision has been made in the 2018/19 budget for four internal audit reviews by
Crowe Horwath.

Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
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Social
There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan (2018 Revision)
This report supports the 2017 - 2021 Council Plan:

Pillar
We are Sustainable

What we do everyday
We provide a robust and transparent governance framework

Risk Management

The completion of the audits will assist in identifying actions to improve our risk
management.

Conclusion

The Strategic Internal Audit Plan 2018/19 to 2020/21 is presented to the Audit
Advisory Committee for review.

Attachments
1  Strategic Internal Audit Plan 2018/19 to 2020/21 g_
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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5.4 AUDIT ADVISORY COMMITTEE AGENDA PLAN

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee (the Committee) review
and confirm the completeness ofthe Co mmi t t ee6s agenda pl an.

RECOMMENDATION:

That the Audit Advisory Committee:

1. Endorses the inclusion of or determines not to add the Business
Continuity Plan (BCP) and the Disaster Recovery Plan (DR Plan) as
Business Items in the Agenda Plan

2. If the Business Continuity Plan (BCP) and the Disaster Recovery
Plan (DR Plan) are to be added, determine and endorse a frequency
of review for those Business Items

Background

Part 2, Clause 6(1) of the Audit Advisory Committee Charter 2015 (the Charter)
requires that an annual agenda including a schedule of meeting dates be
developed and agreed to by the members of the Committee.

The current agenda plan is provided for information (refer Attachment).

The agenda plan covers all of the subject items set out in the Charter.

At the September 2018 meeting, the Committee raised whether the Business
Continuity Plan (BCP) and the Disaster Recovery Plan (DR Plan) should be

included within the agenda as Business Iltems. The Committee wished to revisit
this topic during this meeting.
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Implications

Policy Considerations
An updated agenda plan achieves compliance with the Charter.
Financial/Economic Implications

There are no financial or economic implications identified for the subject of this
report.

Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

Risk Management

The agenda plan mitigates the moderate risk that the Committee neglects to
attend to all of the Committee functions set out in the Charter.

Operations for Consideration

The Committee is to consider the inclusion of the Business Continuity Plan (BCP)
and the Disaster Recovery Plan (DR Plan) as Business Items in the Biennial
Agenda.

If the Committee determines the BCP and DR Plan should be included as
Business Items in the agenda, the frequency of reviewing those items also needs
to be considered and assigned.

Conclusion

The agenda plan has been provided to the Committee to give them the
opportunity to review it, make commentary and/or discuss changes and confirm
that it is satisfactory.

Attachments

1  Audit Advisory Committee Biennial Agenda Plan December 2018 ¢_
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6.

REPORTS

CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.1 APPOINTMENT OF A CHAIRPERSON

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Committee to provide notice that the Committee
will need to undertake an appointment of a Chairperson due to the end of the
Chairpersondés 12 month ter m.

1 RECOMMENDATION:

That the Audit Advisory Committee notes the report.

Background

The Audit Advisory Committee Charter 2015 (Charter) outlines the process for
the appointment of a Chairperson by the Committee.

Clause 5.6 of the Charter states:

firhe Chairperson shall be appointed from the external members of the
Committee by the Committee subjectt o Counci | 6s approval
appointed Chairperson from a meeting, the meeting will appoint an acting
Chairperson from the external members present.0

As the Chairperson, Peter McNeill, was elected on 19 December 2017 for a term
of 12 months, the appointment will end on 19 December 2018.

Therefore it is proposed that the appointment of the Chairperson will be
performed at the next scheduled Audit Advisory Meeting in March 2019. At this

time, the Committee will be required to undertake the appointment of a
Chairperson for a 12 month term, commencing March 2019.

Implications
Policy Considerations

The Audit Advisory Committee Charter sets out the requirements for the
appointment of a Chairperson.
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Financial/Economic Implications

Advisory Committees provide a positive outcome for the sustainability of the local
community.

Legal/Statutory

The appointment of a Chairperson is provided for in the Local Government Act
1989.

Social

Advisory Committees provide the opportunity for two-way engagement between
Council and Community members.

Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for the subject of this
report.

2017 - 2021 Council Plan

This report supports the Council Plan.

Pillar

We are Sustainable

The Non-Negotiables

Our legislative, governance and compliance requirements will be met
Conclusion

The Committee notes that the appointment of a Chairperson from the external

members of the Committee for a term of 12 months will be undertaken at the next
Audit Advisory Committee meeting.

Attachments
Nil
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.2 AUDIT ADVISORY COMMITTEE APPOINTMENT

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Committee to provide notice that Council will need
to undertake an Expressions of Interest process for an external independent
member due to the end of anexternali ndependent member 6s t hr

1 RECOMMENDATION:

That the Audit Advisory Committee notes the report.

Background

The Audit Advisory Committee comprises a minimum of five members inclusive of
two Councillors and three external independent persons.

Clause 5.2 of the Audit Advisory Committee Charter 2015 states:
fMAppointments of external persons shall be made by Council by way of a public
advertisement and be for a maximum term of three years. The terms of the
appointment should be arranged to ensure an orderly rotation and continuity of

member ship despite changes tives. sitmghci | 6s e
member is able to reapply and be appointed for subsequent terms. All
reappointments following each independent

publicly advertised.0
As vacancy now exists due to the end of a

term, it is proposed that the vacancy be filled subsequent to the December
Committee meeting.

Implications
Policy Considerations

Advisory Committee Charters set out the terms for appointment of external
independent members.
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Financial/Economic Implications

Advisory Committees provide a positive outcome for the sustainability of the local
community.

Legal/Statutory

The appointment of Advisory Committees is provided for in the Local Government
Act 1989.

Social

Advisory Committees provide the opportunity for two-way engagement between
Council and Community members.

Environmental/Sustainability Impacts
There are no environmental/sustainability impacts identified for this subject of this

report.

2017 - 2021 Council Plan

This report supports the Council Plan.

Pillar

We are Sustainable

The Non-Negotiables

Our legislative, governance and compliance requirements will be met

Conclusion

Foll owing consideration of the Expression

Audit Advisory Committee, the new appointment will assist the Committee in
continuing to provide Council with advice, feedback and guidance.

Attachments
Nil
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.3 AUDIT ACTIONS - STATUS REPORT

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to provide an update on
the status of internal and external audit recommendations and actions.

RECOMMENDATION:

That the Audit Advisory Committee notes the update on the status of
audit actions.

Background

The Audit Advisory Committee Charter requires that the Committee review the
extent to which Council and management react to matters raised via internal and
external audits by monitoring the implementation of recommendations made by
auditors.

In particular, this requires the Committee to critically analyse and follow up any
management, internal controls, financial reporting and other accountability or
governance issues and any other matters relevant under the Commi t t ee 0 ¢
Charter.

Recommendations are made by auditors following completion of internal and
externalaudit reviews by Council déds internal a
external financi al audit of Councilrs.by th

The status of internal and external audit recommendations are shown in the
attachments (refer Attachments). Additionally, a summary of all new, existing
and completed audit actions is detailed in charts below.
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INTERNAL AUDIT ACTIONS

Total Overdue Total Overdue Total Overdue
New Audit
Action ** 9 i 7 ) ) )
Existing
Audit 6 4 15 4 4 2
Action
Completed
Audit 2 2 3 3 1 1
Action

** 13 Additional New Audit Actions had No Priority Rating provided

EXTERNAL AUDIT ACTIONS
Total Overdue Total Overdue Total Overdue

New Audit i ) 1 i i i
Action

Existing

Audit 1 - 1 1 - -
Action

Completed

Audit 4 2 1 - 2 1
Action

As at the December 2018, there are 54 open Internal Audit Actions with a total of
10 overdue and 3 open External Audit Actions with 1 overdue.

Implications

Policy Considerations

There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

There are no financial or economic implications identified for the subject of this
report.
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Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017 - 2021 Council Plan:

Pillar
We are Sustainable

What we do every day
We provide a robust and transparent governance framework

Risk Management

The Director Corporate Services and the Governance and Reporting Advisor are
working with managers to close-out long standing actions which are adding to
Council 6s risk profile

Conclusion

Implementation of recommendations from auditors continues with a significant
number of actions now overdue and requiring active intervention.

Attachments

1 Crowe Horwath Internal Audit Progress Report - December 2018 g_
2 External Audit Status Report - December 2018 g_
3 Internal Audit Status Report - December 2018 g_
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.4 INTERNAL AUDIT REPORT - GOVERNANCE AND LEGAL
COMPLIANCE

Meeting Type: Audit Advisory Committee Meeting

Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor

File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to review the internal
audit report concerning Governance and Legal Compliance.

RECOMMENDATION:

That the Audit Advisory Committee notes the findings and management
responses for the Governance and Legal Compliance internal audit
review.

Background

In accordance with the internal audit program for 2018/19, Counci | 6s I nt e
Auditor, Crowe Horwath, has completed a review of Governance and Legal
Compliance (refer attachment).

The internal audit report has been finalised with Management Comments
included.

The internal audit report is presented to the Audit Advisory Committee for noting
of the findings and management responses.

Implications

Policy Considerations

There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

There are no financial or economic implications identified for the subject of this
report.
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Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan

This report supports the 2017-2021 Council Plan:
Goal
We are Sustainable

What we do every day

We provide a robust and transparent governance framework.

Risk Management

Twelve recommendations have been made - Five Moderate and Seven Low.
Noting no high findings were identified.

Findings have rated using the below classifications:

BRI  High risk within the audit area due to some serious control
weaknesses;

Medium (M) Moderate risk within the audit area due to existing controls that need
improvement to ensure soundness; and

Low (L) Low risk within the audit area. Some opportunities for control
improvement exist.

The findings will be presented verbally by Crowe Horwath.
Conclusion
Council 6s 1 nt er na lkwelfedidings whick hatedbeer mad e

addressed through management responses and the accepted findings have been
added to the audit actions registered, assigned responsibility and a delivery date.

Attachments

1 Internal Audit Report - Governance and Legal Compliance g_

Page 33 of 259



AGENDA Audit Advisory Committee Meeting 6 December 2018

CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.5 INTERNAL AUDIT REPORT - WORKFORCE PLANNING,
RECRUITMENT AND RETENTION

Meeting Type: Audit Advisory Committee Meeting

Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor

File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to review the internal
audit report concerning Workforce Planning, Recruitment and Retention.

RECOMMENDATION:

That the Audit Advisory Committee notes the findings of the Workforce
Planning, Recruitment and Retention internal audit review.

Background

In accordance with the internal audit program for 2018/19, Counci | 6s | nt €
Auditor, Crowe Horwath, has completed a review of Workforce Planning,
Recruitment and Retention (refer attachment).

The internal audit report has is currently in draft with Management Comments yet
to be finalised.

The internal audit report is presented to the Audit Advisory Committee for noting
of the findings.

Implications

Policy Considerations

There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

There are no financial or economic implications identified for the subject of this
report.
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Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017-2021 Council Plan:
Pillar
We are Sustainable

What we do every day
We provide a robust and transparent governance framework

Risk Management

Twelve findings have been made - Six Moderate and Six Low. Noting no high
findings were identified.

Findings have rated using the below classifications:

BRI  High risk within the audit area due to some serious control
weaknesses;

Medium (M) Moderate risk within the audit area due to existing controls that need
improvement to ensure soundness; and

Low (L) Low risk within the audit area. Some opportunities for control
improvement exist.

The findings will be presented verbally by Crowe Horwath.
Conclusion

Council 6s 1 nt er na lktweleuedammendasondwdigheare ma d e
currently being reviewed management responses determined.

Attachments

1 Draft Internal Audit Report - Workforce Planning, Recruitment and Retention
&
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.6 INTERNAL AUDITS - MEMORANDUM OF AUDIT PLANNING

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to provide the revised
Memorandum of Audit Planning (MAP) for the Capitalisation Process Review and
the draft MAP for the Grants Funding Review.

RECOMMENDATION:
That the Audit Advisory Committee:

1. Endorse the Memorandum of Audit Planning (MAP) for the
Capitalisation Process Review; and

2. Note and provide comment for the draft MAP for the Grants
Funding Review.

Background

The Audit Advisory Committee has requested the opportunity to provide input into
the Memorandum of Audit Planning for internal audits.

The Capitalisation Process and the Grants Funding Review have been scheduled
to occur prior to the end of the 2018/19 financial year.

Consultation with the relevant internal stakeholders has occurred and the MAP
for the Capitalisation Review is now ready for consideration and endorsement by
the Audit Advisory Committee.

The scope of the Capitalisation Review will be restricted to Coun c i
capitalisation process. This will include:
T The recording of assets i n Coun
including contributed or gifted assets and assets constructed by Council
(renewal, upgrade, expansion or new assets);

The capturing of asset attribute information;
The assignment of value (cost) and effective life for accounting purposes;
The processes for the subsequent depreciation of the asset;

E
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T
T
T

The identification and reporting of works in progress amounts;

The disposal of an asset (where relevant); and

Supplementary processes such as revaluations, the reclassification of
assets held for sale and the processes for the design of the capital works
program are not in the scope of this audit.

The objective of the internal audit will be to:

1
1
il

Review the processes in place to ensure the capitalisation process is timely
and accurate;

Confirm that the capitalisation process aligns with the requirements
outlined within the capitalisation policies and procedures; and

Review how asset information is identified, captured and transferred across
Council, in particular for contributed assets.

The MAP for the Grants Funding Review remains in draft state and the review
process for this MAP is underway but not yet finalised.

Currently, the objectives for the Grants Review are to:

T

= =4 =4 -4

Review the process and strategy for how grants applied for and given out
by Council link to the Council Plan;

Review processes in place for grants applied for by Council;

Review processes in place for grants provided to community groups;
Consider procedures relating to VAGO grants reporting; and
Relationship/Operation of the Economic Development Team in the grant
funding process.

Additionally, the proposed obijective of the internal audit will be to:

1 Understand through discussion and observation the management
processes in place;
1 Document and evaluate the methods associated with control and
management; and
T Assess areas of rpioedsesi n the Counci
Implications

Policy Considerations

There are no specific Council policies or strategies that relate to this report.

Financial/Economic Implications

Costs of internal audits are incorporated in the 2018/19 budget.

Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.

Social

There are no social impacts identified for the subject of this report.
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Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017 - 2021 Council Plan:
Pillar
We are Sustainable

What we do every day
We provide a robust and transparent governance framework.

Risk Management

The internal audits will assist in identifying risks and ensuring that there are
appropriate controls implemented to effectively manage the risks.

Conclusion

I nternal audits support Council 6s promi s
governance framework and will identify any risks, and ensure that work is
undertaken to control the risks.

Officers believe that appropriate consultation has occurred and the MAP for the
Capitalisation Review is now ready for consideration and endorsement by the

Audit Advisory Committee.

The MAP for the Grants Review is presented in draft to the Audit Advisory
Committee for noting and comment.

Attachments

1 Memorandum of Audit Planning - Capitalisation Process Review g_
2 Draft - Memorandum of Audit Planning - Grants Review g_
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.7 FINAL MANAGEMENT LETTER YEAR ENDED 30 JUNE 2018

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report tables the Management Letter issued by the Victorian Auditor
General 6s Of fice for the year ended 30 Ju
out the assessment of the audit findings
and performance statement.

RECOMMENDATION:

Thatt he Commi ttee notes the Victorian
Management Letter for the year ended 30 June 2018.

Background

The Management Letter is issued by Kathie Teasdale, Partner at RSD Audit, the
Victorian Auditor General dés Office audit
Letter sets out matters relating to control weaknesses and financial reporting

issues identified duringthe auditof Counci | 6s financi al rep
statement for the year ended 30 June 2018. The status of current year issues

raised previously, and all outstanding prior period issues are also detailed in the

final management letter.

No high-risk findings have been raised during the audit for the year ended 30
June 2018 and no high-risk findings remain unresolved. Three findings are
classified as unresolved or in progress in the Management Letter. Seven prior

year issues have been resolved during the course of the audit (refer
attachment).

A draft of the Management Letter was provided to the committee at the last
meeting. No material changes were made from the draft Management Letter.

Implications
Policy Considerations

There are no policy implications identified for the subject of this report.
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Financial/Economic Implications

One new finding was raised and assessed as medium risk. The finding related to
the completion of condition assessments for infrastructure assets.

Set out below are the open matters:

Open Issue Issue Raised Rating
Condition Assessments | Final 2018 Medium
EFT Payment Process Final 2017 Low
Sales Reconciliations Interim 2017 Low
Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

Risk Management

The action items identified in the Final Management Letter are rated either low or
medium.

Conclusion
The Final Management Letter provides assurance regarding the rigour of

Council 6s internal controls relsateneents t o
and performance statement. Council does not have any high-risk findings.

Attachments

1 Final Management Letter 2017 - 18 g_
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

Approved by: Director Corporate Services
Consultant: RSD Auditors - Kathie Teasdale

No Council officers or contractors who have provided advice in relation to this

report have declared a conflict of interest regarding the matter under
consideration.
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6.8 CLOSING REPORT FOR THE YEAR ENDED 30 JUNE 2018

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

File Name: Working Papers - 2017 - 2018

File No: F16/2201

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

Thisr eport tables the Closing Report issued
Office for the year ended 30 June 2018. The Closing Report summarises the

results of the audit activities and provides commentary with respect to the key

areas of audit focusinrel ati on to Council 6s financi al
statement.

RECOMMENDATION:

That the Committee notes the Closing Report for the year ended 30 June
2018.

Background

At its last meeting in September, the Committee discussed key elements of the
financial report. The discussion points at this meeting included:

1 Unadjusted immaterial differences, in particular the unadjusted amount of
$370,280 for the Enterprise Agreement backpay amount.

1 Preparation of a consolidated financial report for the year ended 30 June 2019
due to the incorporation of Wangaratta Livestock Exchange Pty Ltd.

1 Delivery of the capital works program and variances to the Adopted Budget.

71 Disclosure of commitments with respect to the Co-store Carpark Licence.

1 Reduction in recurrent grant income disclosed in the performance statement.

The final Closing Report has now been received.
Implications
Policy Considerations

There are no specific Council policies or strategies that relate to this report.
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Financial/Economic Implications

The Closing Report provides an assessment
number of audit risks identified in the Audit Strategy issued in March 2018.
These are:

Fair value of infrastructure, property, plant and equipment;
Accounting for landfill airspace and rehabilitation provisions;
Preparation of consolidated financial report; and
Performance statement.

PowpPE

The above risks were addressed by audit procedures with satisfactory findings
apart from a new audit finding in relation to the completion of condition
assessments in the year ended 30 June 2018.

Legal/Statutory

Council complies with the Local Government Act 1989 and Australian Accounting
Standards and Regulations when preparing and auditing is financial statements.

Social
There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017 - 2021 Council Plan:

Pillar

We are Sustainable

The Non-Negotiables

Our team wil/l make the best and most ef fi
Our legislative, governance and compliance requirements will be met

Asset management systems are maintained

Risk Management

There are no moderate or extreme risk relevant to this report.
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Conclusion

The Closing Report to the Audit Advisory Committee for the year ended 30 June
2018 provides a summary of risks assessed by the audit.

Attachments

1  Closing Report for the year ended 30 June 2018 g_
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.9 QUARTERLY FINANCE REPORT - SEPTEMBER 2018

Meeting Type: Audit Advisory Committee Meeting

Date of Meeting: 6 December 2018

Author: Manager Finance

File Name: Financial Management - Budgeting - Progress -
2018/19 Performance Reporting

File No: F17/941

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This reportis presentedtopr ovi de an wupdat-o-dae(YTDounci | 6
financial performance to its Current Budget 2018/19. The Current Budget reflects

the Adopted Budget, adjusted for carry overs adopted at the September 2018

council meeting.

RECOMMENDATION:

That the Audit Advisory Committee notes the September 2018 Quarterly
Finance Report.

Background

Council has completed its first quarter financial reporting process to manage and
monitor its financial position against budget.

Implications
Policy Considerations

There are no specific Council policies or strategies that relate to this report.
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Financial Implications

Quarter 1 Year to Date Summary

YTD Current YTD Current

Adopted Current YTD Actuals YTD Current Budget Budget
Budget Budget Budget ) .
Variance Variance
2018/19 2018/19 2018/19 2018/19 2018/19 2018/19
$6000 $6000 $6000 $060000 $6000O0 %
Income 59,363 60,848 37,971 38,145 (173) 0%
Expenses 56,826 57,319 14,686 14,307 (378) -3%
Surplus (deficit) for the period 2,536 3,528 23,286 23,837 (552) -2%
Capital Works Expenditure 38,760 39,593 4,467 6,492 (2,026) -31%

Note that Commitments of $4.2 million exist in relation to capital works
expenditure at 30 September 2018.

Operating Result

Council's performance is overall worse than expected for the 3 months ended 30
September 2018, however this is mainly driven by higher than budgeted
depreciation and employee benefits expend
is within 2% of the budget for the 3 months to 30 September 2018.

When compar ed btidget, CdCwrumiclidss i ncome resul
of budget and expenditure results are within 3% of budget.

Income i favourable movements

1. Operating grant income is tracking ahead of budget by $338,962 at the
end of September 2018. This is a timing difference only as the two items
causing the majority of the variance are the Oven's & Murray Multicultural
Regional Area Partnership (OMMRAP) grant and the recurring grant from
Creative Victoria for the Wangaratta Performing Arts and Convention
Centre were received earlier than expected.

Income i unfavourable movements

1. Capital grant income is tracking behind budget by $621,749. This variance
is caused by differences in expected timing of receipt of capital grants
only. All grants have been announced and confirmed by the State or
Federal Governments and the grant amounts will be received over this
financial year. The projects that have unfavourable variances are:

a. Wangaratta Aerodrome development $28,196
b. Gallery feasibility study $12,495

c. CBD masterplan - railway precinct $37,485

d. Organics processing plant $200,000

e. Roads to Recovery $341,074
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Expenditure 1 favourable movements

1. Materials and services expenditure is tracking 15% below budgeted
expenditure. The majority of this variance relates to slight delays in
expenditure and is not representative of significant savings through the
remainder of the financial year. Further, in some instances Council has
reviewed its working capital requirements and also identified instances
where Council paid suppliers earlier than what was required. As such,
approximately $100,000 of the variance arises due to better cash
management practices.

Expenditure 1 unfavourable movements

1. Employee benefits are higher than expected for the three months. This is
substantially due to an increase of over $400,000 in the provisions for
annual leave and long service leave as a result of the new pay rates that
became effective in August 2018. The Fair Work Commission approval
process for Council s Enterprise Agree
of the budget approval it was not known when the approval would be
granted. The approval in August 2018 has resulted in earlier than expected
increases i n the provisions to reflect t h
rates by the higher of $40 a week or 3.02%.

2. Depreciation expense is higher than budgeted and will continue in this way
until 30 June 2019. This is caused by the 30 June 2018 revaluation of
Council 6s road and drainage assets. B
Council 6s Asset Engineer, the fair val
(excluding Waste Management and Recreational, Leisure & Community
assets) increased by $76.1 million (15%). Drainage and road assets were
the largest contributors to this increase and as a result depreciation
expense for the year ended 30 June 2019 and subsequent years will now
be higher than previously budgeted. The increase in depreciation is a non-
cash cost to Council and therefore does not affect the ability to fund the
capital works program for 2018/19.

For further information of Council 6s Oper
date performance, refer to the September 2018 Financial Report. (Refer
attachment).

Capital Works

The 2018/19 capital works budget is $39.6 million. This includes net carry over
capital works of $833,094 adopted at the September 2018 council meeting. At 30
September 2018 Council has delivered $4.46 million, which represents
approximately 11% of the annual budget amount.

Council has completed the following capital works in the last quarter:
1 The reconstruction of Thomson Street. The project revitalised a 440 metre
stretch of Thompson Street, with new kerb and channel, drainage and a
1.5 metre footpath on both sides of the street.
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T

The renewal of the Wangaratta Indoor Sports and Aquatics Centre roof.
The basketball stadium roof was originally installed in 1974 and has now
been replaced with 220 square metres of new colorbond steel.

Council has signed off on the remediation of North Wangaratta Oval. The
works involved removing 1,200 square metres of contaminated soil and
placing it at the adjacent gun club. New drainage, irrigation, fencing, goal
posts and turf have been put in place. Couch grass sprigs will be planted
in the coming weeks, as a final step in bringing the surface back to playing
condition.

A number of key projects are progressing.

T

Major streetscape works at Moyhu are almost complete, with work to form
the kerb and channel in the main street complete. The project involves
new drainage, kerb and channel, a shared path and parking bays outside
of the pre-school. In total the works are valued at $693,000. The final
steps are (i) Council replacing a water main and (ii) VicRoads resealing the
road in the coming quarter.

Civil works at the new organics processing plant are complete and the
project is running ahead of schedule. The next phase of the project will
involve construction and assembly of the plant and machinery, ahead of
testing in early 2019.

Five community consultation sessions have been held to update
stakeholders on the Rural Community Planning project. The townships of
Milawa and Peechelba will see works on the ground in the coming months
with new bicycle racks and bins in Milawa and the construction of the
Peechelba walking track. Implementation of other projects will largely be
scheduled for the new year.

The Wangaratta Central Business District (CBD) will see the next tranche
of Christmas decorations in the coming months.

Council has ordered new equipment in its drive to increase recycling
across the municipality. In the coming months Council will take delivery of
a polystyrene extruder which will allow residents to recycle polystyrene at
the transfer station. Polystyrene takes up airspace in the landfill and never
breaks down. It is commonly found in new household furniture and
appliances in the form of packaging for transport. By offering this service
at the transfer station, residents are able to reduce their polystyrene waste

to landfill and have the option to r
diversion of waste from the landfill.

Council is sealing a 3km section of road, linking Springhurst and

Federation Way. The crushed rock is now in-situ, waiting for the sealing of

the road in December 2018, subject to weather conditions.

The extension of the Coronation Kindergarten is on track, notwithstanding

a structural engineerds report found

frame once it was fully exposed. The change to the project has meant a
$75,000 increase to the cost of the project, however it is still within the
approved budget and is on track to be completed by the second week of
December, in readiness for the 2019 kinder year.

The piles and deck have been installed at the 40m long pedestrian bridge
at One Mile Creek. The railings will be able to be folded down in times of
flood, which will reduce the risk of debris being caught by the bridge and
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causing damage. The installation of the footbridge will link the path along
One Mile Creek through to Turner Street which will in turn create a more
direct thoroughfare for students and residents wanting to travel to the Barr
Reserve.

1 Improvements to the road network outside of the Turf Club will be
completed by the end of October 2018, with construction of other Cruse
street road and bridge infrastructure to commence in Quarter 3 and 4 of
2018.

Legal/Statutory

In accordance with section 127 of the Local Government Act 1989 (the Act),
Council must prepare a budget for each financial year. Additionally, section 136
of the Act requires Council to apply principles of sound Financial Management.
Section 138 of the Act requires the Chief Executive Officer, at least every three
months, to prepare a statement comparing the budgeted revenue and
expenditure for the financial year with the actual revenue and expenditure to date
and to present this report to Council.

Social

Social benefits of the projects will occur this financial year as outlined in the 18/19
Budget.

Environmental/Sustainability Impacts

Council plans for and delivers a number of projects that support its Environmental
Sustainability Strategy.

Economic Impacts

The economic impacts associated with sound financial management are positive
for Council s ratepayers, the community a

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017 7 2021 Council Plan:
Pillar

We are Sustainable

What we do everyday

We consistently focus on the achievement of the operational parameters framed
in the annual budget
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Risk Management

Likelihood Consequence
Poor M M M Regular
performance monitoring
against and reporting
budget of budget
position

Consultation/Communication

Consultation has been undertaken with Council managers and corporate
management team.

Conclusion
September 2018 year-to-date Operating Result is largely on track when

compared to the Current Budget 2018/19. Small timing differences in revenue
and expenses exist but these are expected to be resolved by Christmas 2018.

Attachments

1  September 2018 Quarterly Finance Report g_
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.10 MID-YEAR BUDGET REVIEW PROCESS

Meeting Type: Audit Advisory Committee Meeting

Date of Meeting: 6 December 2018

Author: Manager Finance

File Name: FINANCIAL MANAGEMENT - Budgeting - 2018/19
File No: S18/7606

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to provide an
explanation of the process for developing the 2018/19 Budget Review.

RECOMMENDATION:

That the Audit Advisory Committee notes the process undertaken in the
development of the 2018/19 Budget Review.

Background

The development of the 2018/19 Budget Review commenced in October 2018.
Council officers have undertaken a thorough revision of projected income and
expenditure for the 2018/19 financial year. The revised targets will become the
benchmark framework for future budget reporting once endorsed by Council.

I't is Council b6s practice to undertake a b
financial year. To this end,208/12 ompr ehen
financial position was undertaken having regard to the following matters:

1 The requirement under the Local Government Act 1989 to establish and

maintain a budgeting and reporting framework that is consistent with the

principles of sound financial management

Council 6s audited financi al position a
Projects and works carried forward from the 2017/18 year

Income received in 2017/18 in relation to the 2018/19 year

Outcomes of funding applications

Works undertaken in response to opportunities

Known adjustments to income and expenditure.

E ]

The budget review involves all a review of all operational and capital budgets with
Managers and Directors to identify items such as:

1 Optimisation of labour resources;

1 Likely completion of projects and spending targets; and

1 Opportunities to increase income.
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Officers are exploring opportunities to deliver a 2018/19 Surplus position in the
Budget Review in close alignment with the Surplus in the 2018/19 Adopted
Budget. As a result, the review of the financial position is continuing given the
increases in certain expenditure explained in the September 2018 quarterly
finance report.

Implications

Policy Considerations

There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

Where possible, officers are exploring opportunities to deliver a 2018/19 Surplus
position in the Budget Review in close alignment with the Surplus in the 2018/19
Adopted Budget.

Legal/Statutory

In accordance with section 127 of the Local Government Act 1989 (the Act),
Council must prepare a budget for each financial year. Additionally, section 136
of the Act requires Council to apply principles of sound Financial Management.

Social

Social benefits of the projects will occur this financial year as outlined in the 18/19
Adopted Budget.

Environmental/Sustainability Impacts

There are some environmental/sustainability impacts that are supported by the
budget review.

Economic Impacts

The economic impacts associated with sound financial management are positive
for Council s ratepayers, the community a

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017-2021 Council Plan:
Goal
We are Sustainable

We will plan, research and advocate for the future
By maintaining a responsible and transparent long term financial plan
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The Non-Negotiables
Our team will make the best and mosteffici ent use of Council 6s
Our legislative, governance and compliance requirements will be met

Risk Management

Mitigation
Action
Inaccurate L M M Regular
2018/19 monitoring and
Reforecast reporting of
budget
position

Likelihood Consequence  Rating

Consultation/Communication

Consultation with Officers and Councillors is continuing. The 2018/19 Budget
Review will be tabled at a meeting of Council in January 2019.

Conclusion
Council is reviewing the 2018/19 Budget Review and will table the outcome at a

Special Council meeting in January 2019. The Committee will be briefed on the
outcome of the review once complete.

Attachments
Nil
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.11 BUDGET PROCESS 2019/20

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to inform the Audit Advisory Committee on the approach
to be taken for the development of the 2019/20 budget and long term financial
plan (LTFP).

RECOMMENDATION:

That the Committee notes the process to be undertaken in the
development of the 2019/20 budget, strategic resource plan and long
term financial plan.

Background

The development of the 2019/20 Budget has commenced and will continue over
the coming months. It is proposed that the 2019/20 Budget will be tabled at the
April 2019 ordinary council meeting for public consultation.

Comprehensive instructions for the dev el op me nt 0 2019/2 Rudgeti | 0 s
were released on 14 November 2018. The 2019/20 budget process has
commenced much earlier than for the 2018/19 year to accommodate the drive for
ongoing improvements in the budget process.

The key components of the process for the 2019/20 Budget, include:

1. The establishment of an Investment Committee tasked with the
responsibility to review all projects before recommending them to the
Corporate Management Team (CMT) for approval. The Investment
Committee comprises the Director Corporate Services, Manager Finance,
PMO, Manager Infrastructure Planning & Delivery and Manager
Community & Recreation. The Investment Committee will provide
feedback and request revision of CAMMS submissions in key areas such
as: (i) Business case options; (ii) Performance register; (iii) Cost estimate;
(iv) Task planning (at a high level); and (v) Project risks.

2. Continued requirement for all budget owners (Managers) and Directors to
complete a Representation Letter confirming compliance with the budget
instructions and noting any reasons where compliance could not be
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achieved. The Representation Letter has been expanded from prior years
to include the requirement to specifically document key assumptions
driving financial performance for each operating program;

3. A new requirement for Finance Business Partners to complete a
Representation Letter confirming compliance with the instructions and
alignment of budgets with the project management system (CAMMS);

4. Continued requirement for all budget owners to complete a standard
template to capture all increases in materials and services costs
(excluding internal charges) of the greater of 2% or $5,000;

5. Continued requirement for all budget owners to complete a
Representation Letter confirming all Fees & Charges have been reviewed
and any changes are within the guidelines set out in the instructions.

Detailed briefings to the CMT and Councillors will occur in the 2019 calendar
year. The timetable allows for these briefings to commence early in January
2019 and continue through the public consultation process in April and May 2019.

The Councillors were briefed on 19 November 2018 on a range of financial
parameters such as adjusted underlying surplus / deficit, asset renewal,
borrowings and future liabilities in anticipation of the 2019/20 budget briefings.

The 19 November 2018 briefing provided the Councillors with an opportunity to
reflect on the financial outcomes currently reflected in the LTFP.

Implications

Policy Considerations

Council 6s Strategic Resource Plan is incl
Financial/Economic Implications

Counci | B049/2@ Buddettand LTFP will be based on various assumptions
about income and expenditure, capital works including renewal and new assets,
and borrowings. The plan is for ten years but can be extended further.
Legal/Statutory

According to the Local Government Act 1989, the primary objective of a Council
is to endeavour to achieve the best outcomes for the local community having
regard to the long term and cumulative effects of decisions. The role of the
Council includes maintaining the viability of the Council by ensuring that
resources are managed in a responsible and accountable manner.

Social

There are no social impacts identified for the subject of this report.

Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.
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2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017-2021 Council Plan:
Pillar
We are Sustainable

We consistently focus on the achievement of the operational parameters framed
in the annual budget.

Risk Management

Council 6s budget preparation process
and Model Budget documents published by Local Government Victoria.

Conclusion
Council officers continue to focus efforts on improving the budget development

processes and increasing the time allowed for Councillors to understand the
LTFP outcomes.

Attachments
Nil
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.12 DISASTER RECOVERY PLAN

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to provide an update on
the progress of the development of a Disaster Recovery Plan (DR Plan).

RECOMMENDATION:

That the Audit Advisory Committee note this report.

Background

A recommendation from the Payroll Review Report generated in February 2017
was that Council document backup processes through the development of a
Disaster Recovery Plan (DR Plan).

This recommendation was priority rated as High.

Management accepted the recommendation and agreed to develop a DR Plan.
Additionally Council committed to establishing a framework for the timely and
consistent review of the IT controls.

Work in Progress / Next Steps

The IT Systems Coordinator has been working on a draft DR Plan to issue to
relevant stakeholders for review.

Once issued, the feedback and commentary received will be considered and the
DR Plan amended accordingly.

The finalised draft will then be reviewed in consultation with the Governance and
Reporting Advisor and the Health, Safety and Risk Officer. This is to ensure that
the DR Plan supports and aligns with the Business Continuity Plan (BCP) and
that these critical continuity plans work cohesively with one another, rather than
operate in isolation.

The DR Plan will then be presented to the Audit Advisory Committee, along with
the revised BCP and proposed testing plan, where commentary will be sought.
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This item is booked to be presented at the next Audit Advisory Committee
meeting, currently scheduled for 5 March 2019.

Implications

Policy Considerations

There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

There are no financial or economic implications identified for the subject of this
report.

Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017 - 2021 Council Plan:

Pillar

We are Sustainable

What we do every day

We ensure we are prepared for emergency response and recovery

We are committed to facilitating community resilience

Conclusion

Work has commenced on the drafting of a Disaster Recovery Plan (DR Plan),

with the proposed DR Plan booked for presentation to the Audit Advisory
Committee in March 2019.

Attachments
Nil.
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.13 CO-STORE CARPARK

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Manager Finance

File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committee to provide an update on
the contractual arrangements for car park licence agreement at the Co-Store. A
summary of the discussions with the Councillors is also provided.

RECOMMENDATION:

That the Audit Advisory Committee notes the report on the Co-Store
carpark licence.

Background

Council entered into a licence with Prudential Commercial Investments Pty Ltd,
the owners of the Co-Store in Wangaratta, under which Council is entitled to
occupy and use (on a non-exclusive basis) 145 car spaces in the Co-Store
carpark. The licence term is 20 years, with two further terms of 10 years
(exercisabl e at C®he hcence cosmertedsnc201d andavil ) .
expire in 2034 unless Council exercises its right to extend the term.

Council effectively licences 39.84% of the carpark space at the Co-Store.

Calculation of licence fee

The | icence fee is calculated quarterly
Construction Quartetlyplesg 39:184Ve of ¢hed Net Income of the
carpark. The Additional Construction Cost represents the pre-agreed cost of
constructing a third storey (whereas the owner had intended only to construct a
two-storey carpark). The Additional Construction Cost determined in 2014 was

$3.8 million. The calculation of Net Income takes into account all revenue from

the operation of the carpark less maintenance, operating costs and outgoings.

For the year ended 30 June 2018 the licence fee was approximately $408,000.

Disproportionally low revenue compared to maintenance, operating costs and
outgoings results in little or no Net Income to Council. As such, the terms of the
licence agreement effectively has Council paying approximately a cap of 9.85%
of the Additional Construction Cost over the course of a year. Over the 20 year
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term, this would result in Council paying almost 200% of the Additional
Construction Cost. Council is paying this amount with no residual ownership
interest in the capital asset.

It is understood the modelling undertaken before entering into the licence
agreement assumed a greater than 51% occupancy of the carpark, however
occupancy rates over the last few years are approximately 20%. As mentioned
above, an increase in occupancy will directly result in a reduction in the licence
fee per quarter.

It is possible that the cost to Council will increase in future years as the terms of
the licence allow for the Additional Construction Cost to be adjusted every five
years to the replacement cost. As such, any increase in replacement costs
above the indexation amounts will result in increased payments in future years.

Councillor engagement
Councillors have been briefed on the carpark licence and three options have
been discussed:
1. Paying out the licence fee and retaining on-street parking meters
2. Paying out the licence fee and removing on-street parking meters
3. Complete the first term of the licence and seek opportunities to increase
patronage of the carpark facility.

In February 2018, a financial model was prepared to analyse each of the above
options and the Councillors were briefed on the financial impact of paying out the
licence fee early. The lump sum payout estimated at approximately $5.5 million.

Given the significant infrastructure development in the municipality in the short
term and the projected increase in borrowings to support these infrastructure
projects it was not considered viable for Council to borrow to facilitate paying out
the licence fee early.

It is possible that changes in circumstances for the owner of the Co-Store during
the remaining term of the licence will present Council with opportunities to review
the licence and any early termination or payout.

Council officers have worked with the Co-Store owners since 2014 to improve
signage to the carpark and have consulted with them with respect to the Ovens &
King George Gardens redevelopment. The redevelopment will result in a
temporary loss of car parking space during the construction phase and will also
result in a small reduction in car parking spaces as a result of the change in
orientation of certain areas of Ovens Street. These changes together with the
Draft Wangaratta Car Parking Plan provide a number of short and medium-term
options which will support the supply of parking. Specifically for the Co-Store
carpark the Draft Wangaratta Car Parking Plan proposes the implementation of
dynamic signage to encourage use of the multi-storey car park.

Implications
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Policy Considerations

There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

Council 6s financi al reports and budgets r
Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.

Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/ sustainability impacts identified for this subject of
this report.

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017-2021 Council Plan:

Pillar

We are Sustainable

We consistently focus on the achievement of the operational parameters framed
in the annual budget.

Conclusion

Council entered into a 20 year licence to occupy and use (on a non-exclusive

basis) 145 car spaces in the Co-Store carpark. Councillors have explored
opportunities to reduce the financial impact of the licence agreement.

Attachments
Nil
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.14 REPORT TO COUNCIL ON AUDIT ADVISORY COMMITTEE ACTIVITIES

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

The Audit Advisory Committee (AAC) Charter 2015 requires a regular review of
t h e Co mnperfoimaneebasd activities.

This report is presented to the Committee together withthe AAC Chai rper son
2018 review of the operation of the AAC (refer attachment).

RECOMMENDATION:

That the Audit Advisory Committee endorses the attached Audit Advisory
Committee review report for presentation at the 19 February, 2019
ordinary meeting of Council.

Background

The Audit Advisory Committee (AAC) Charter 2015 requires a regular review of

AAC performance and activities. It provides that the Committee shall be subject
to a periodic review, including a review by Council and the completion of a self-

assessment program. The reviews should include the following:

T Obtaining feedback on the Committeeds pe
people such as the external auditor, the internal auditor, and senior financial

and other management staff

Obtaining feedback from Council on the effectiveness of the Committee

Assessing the performance of the Committee against its Charter

Assessing the contribution of individual Committee members (review to be
completed by the Committeebds Chairpersor
Committee members).

E g ]

The AAC Chairperson has prepared a report on the AAC activities which includes
assessment of the AAC performance against its Charter by each of the
Committee members.
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Implications

Policy Considerations
There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

There are no financial or economic implications identified for the subject of this
report.

Legal/Statutory

There are no legal/statutory implications identified for the subject of this report.
Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017 - 2021 Council Plan:
Pillar
We are Sustainable

The Non-Negotiables
Our legislative, governance and compliance requirements will be met

Conclusion

The Audit Advisory Committee is functioning at a satisfactory level of
effectiveness and is meeting the legislative obligations of Council.

Attachments

1  Audit Advisory Committee Review Report 2017/18 g
2 Audit Advisory Committee Self-Assessment Survey 2018 g_
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CONFLICT OF INTEREST

Report to: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
Approved by: Director Corporate Services

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.
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6.15 LEGAL AND COMPLIANCE MATTERS DECEMBER 2018

Meeting Type: Audit Advisory Committee Meeting
Date of Meeting: 6 December 2018

Author: Governance & Reporting Advisor
File Name: Audit Advisory Committee

File No: F16/2078

No Council officers or contractors who have provided advice in relation to this
report have declared a conflict of interest regarding the matter under
consideration.

Executive Summary

This report is presented to the Audit Advisory Committeef or t he Commi t t e
consideration of any current legal and compliance matters.

RECOMMENDATION:

That the Audit Advisory Committee notes the disclosures in relation to
legal and compliance matters.

Background

The Audit Advisory Committee Charter requires the committee to:

Review issues relating to national competition policy

Monitor the progress of any major lawsuits facing Council

Assess whether management has taken steps to embed a culture that
promotes the proper use and management of public resources and is
committed to ethical and lawful conduct.

> >

The operations of Council are prescribed in the Local Government Act 1989.
Further to this, as a legal entity, Council must comply with a range of legislation
and regulations and is capable of being sued.

In relation to compliance matters, the following information is provided:
1 The Protected Disclosure issue which was previously reported to the Audit
Advisory Committee in March 2018 remains on-going. The issue is under
the management of the Victorian Ombuds!
has been sought from Council to date.

1 There are no National Competition Policy issues.

1 There are no legal issues to report.
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1 Council is compliant with statutory financial and reporting obligations

under the following acts and regulations:

0 Local Government Act 1989

Local Government (Planning and Reporting) Regulations 2014
Income Tax Assessment Act 1997
A New Tax System (Goods and Services Tax) Act 1999
Fringe Benefits Tax Assessment Act 1986
Superannuation Industry (Supervision) Act 1993

O O O oo

Implications

Policy Considerations
There are no specific Council policies or strategies that relate to this report.
Financial/Economic Implications

There are no financial or economic implications identified for the subject of this
report.

Legal/Statutory

Council is compliant with known statutory obligations.

Social

There are no social impacts identified for the subject of this report.
Environmental/Sustainability Impacts

There are no environmental/sustainability impacts identified for this subject of this
report.

2017 - 2021 Council Plan (2018 Revision)

This report supports the 2017-2021 Council Plan:

Pillar

We are Sustainable

The Non-Negotiables

Our legislative, governance and compliance requirements will be met

Conclusion

There is no i mpact cicumst&oes and/or tegutatiofifroma nc i a l
any compliance issue.

Attachments
Nil
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7. OTHER BUSINESS

8. NEXT MEETING

9. CLOSURE OF MEETING
ATTACHMENTS
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AUDIT ADVISORY COMMITTEE - ACTION SHEET

December 2018

Item | Meeting Details

Action

Responsible Officer

Date Due

Status

Commentary

19 June 2017

ltem 5.1 Status of
Internal / External Audit
Recommendations

Close all outstanding
external audit
recommendations

Manager People
and Governance

Manager Finance

11 September 2018

Governance and
Reporting Advisor has
been assigned
responsibility to follow-
up with relevant
Managers/Directors to
work towards finalising
all outstanding audit
recommendations

February 2019

(was August
2017)

The Committee will be
provided with progress
update at next meeting
(November 2018)

21 March 2018

Item 6.7 Resources
Allocated to Internal
Audit

High and Medium internal
audit findings for the past 4
years to be reported to the
Committee in lieu of the
Review audit, in order that
controls can be monitored

Governance and
Reporting Advisor

11 September 2018

Preliminary analysis was
presented to the
Committee (ltem 6.2
Review of Completed
Internal Audit Actions
August 2018)

November 2018

(was June 2018)

Item 5.2 Attachment 1

Page 77 of 259



AGENDA Audit AdvisoryCommittee Meeting

6 December 2018

21 March 2018

Aged Debtors in excess of
12 months to be identified

Iltem 6.2 Internal Audit -
Proposed audit Plan
2018-2019

Findings of Staff
Engagement Survey to be
reported to the Committee

Manager People and
Governance

3. ltem 6.11 Aged P " tice T Manager Finance June 2018
Debtors aymen‘ practice for )
cemeteries to be explained
21 March 2018 Gifts, Benefits & Hospitality
4. ltem 6.14 Amended Register o be reviewed by | Manager Peopleand |, 012018
Council Policies the Committee annually Governance
3 June 2018 November 2018

(was September
2018)

Assurance review
outcomes will be
presented at the next
meeting (November 2018)

6 December 2018

Manager Finance will
present report on Aged
Debtors to Audit Advisory
Committee every second
Committee meeting.

Aged Debtor report next
due March 2019

11 September 2018

Updated provided through
Item 6.13 Status Reports
for August 2018 (3. Gifts,
Benefits and Hospitality
Register)

No declaration of receipt
of gifts, benefits and
hospitality received in
period 2017-18

Nearing
Completion

Manager People and
Governance will present
outcomes of Engagement
Survey at November 2018
Audit Advisory Committee
Meeting

Item 5.2 Attachment 1
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5 June 2018

6 Iltem 6.2 Internal Audit -
' Proposed audit Plan
2018-2019

Asset capitalisation
process audit to include:
+ Review processes in
place to improve the
timely and accurate
capture of the capital
works into the financial
system;

Consider the process
and procedures that
have been established
for financial reporting
and assess the accurate
and timely reporting for
information; and
Review the capturing
and transferring of
information across
Council and how
contributed assets are
recognised, measured
and capitalised in a
timely manner

Governance and
Reporting Advisor

February 2019

5 June 2018
Item 6.3 Internal Audit

Proposed governance
arrangements for sign-off

Manager People and

Update as at 11
September 2018

Capitalisation Process
Review is scheduled to
occur in February 2019.

The proposed
Memorandum of Audit
Planning (MAP) will be
provided to the Audit
Advisory Committee for
review and comment.

Additionally, an internal
review with relevant
stakeholders is being
conducted on 26
September 2018.
Comments from that
review will be provided to
Crowe Horwath to amend
the MAP accordingly

7 Report - Workplace of OHS Audit actions to be Governance August 2018
Health and Safety provided to the Committee
5 June 2018
ltem 6.4 Cash .

8. Receipting Risk ;':rl':z:aﬁggr:c:%g%miﬂee Manager Finance August 2018
Assessment Interim
Findings

11 September 2018

Proposal provided
through ltem 6.13 Status
Reports for August 2018

11 September 2018

Final report provided to
Audit Advisory Committee
through Item 6.3 Cash
Receipting Findings

Item 5.2 Attachment 1
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5 June 2018

Update Risk Register to
include risk of Financial
Statements being qualified

Governance and

February 2019

11 September 2018

Risk assessment will be
performed with relevant
stakeholders to identify

Findings of Internal
Review

included on the Risk
Register

9. ltem 6.5 Audit Actions - ; - risk relating to financial
Status Report due_ to worlf on the_agsets Reporting Advisor (was August statements. Outcomes of
register which is still in 2018) risk assessment to be
progress provided to Audit Advisory
Committee at next
meeting (November 2018)
1. 11 September 2018
Updated provided through
Item 6.13 Status Reports
Update Committee on for August 2018
status of Disaster Manager Information
2. 11 September 2018
Recovery Plan and the and Customer Discussedpand noted
Business Continuity Services through Item 6.12 Audit
5 June 2018 an Advisory Committee
. Biennial Agenda. The
Updates to be Nearing . )
10. Iltem 6.6 Status incorporated into Audit August 2018 Completion Corr_]mlttee to dlkscuss
Reports for June 2018 Advisory Committee Governance and again at upcoming
biennial agenda Reporting Advisor meeting (November 2018)
to confirm frequency of
review
Add staff numbers to Manager People and
Ethics Training Report Governance 3. 11 September 2018
Work is underway to
obtain staff attendance
numbers at ethics training
courses
5 June 2018
) . 1. 11 September 2018
ltem 6.13 Confidential Governance and N
1. Report - Procurement Procurement to be Reporting Advisor August 2018 Completed Procurement risks have

been added to the risk
register

Item 5.2 Attachment 1
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Advise if CAMMS has a
contract flagging system

Circulate Procurement
Policy to the Committee

Manager People and
Governance

Manager Finance

2. 11 September 2018
Updated provided through
Iltem 5.1 Committee
Actions Item Status.
CAMMS training for staff
members scheduled to
commence on 19
September 2018. An
update on CAMMS
capabilities will be
presented at the next
meeting (November 2018)

3. 15 August 2018
Procurement Policy was
provided to Audit Advisory
Committee members via
email

12.

11 September 2018

Item 6.3 Cash
Receipting Risk
Assessment Findings

The final format of the
report will be updated to
include a description at the
front and a summary at
the end of the report for
historic record purposes

Actions that currently have
‘No due date’ are updated
with appropriate
comments (e.g. Agreed no
further action required)

Findings are added to the
‘Internal Audit Actions’
report to ensure they are
reported on moving
forward

Information to be included
in the Status Report to be
presented at the next

Manager Finance

November 2018

6 December 2018

The final report for the
Cash Receipting Risk
Assessment is in the
process of being updated
to included amendments
outline at the September
2018 Audit Advisory
Committee meeting

Item 5.2 Attachment 1
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