Example Agency


1.6 AUDIT COMMITTEE 

Policy

The Audit Committee is responsible for assisting the Chief Executive with responsibilities of corporate governance, particularly maintaining adequate internal controls over the revenue, expenditure and assets of the Department. 

The Audit Committee has no executive powers.  It undertakes a review and advisory role with the aim of ensuring financial management and control remains effective.

Rationale for Policy

Section 31 of the Financial Management Act 1996 requires the Chief Executive to be responsible for maintaining adequate internal controls including the safeguarding of the assets of the department, compliance with applicable legislation and the proper reporting of the financial results of the department.

Responsibilities and Accountabilities

The primary responsibilities and accountabilities in relation to the Audit Committee rests with the:

· Directors;

· Senior Internal Auditor;

· Chief Executive; and

· Senior Executive Responsible for Business Integrity Risk (SERBIR) – Director Corporate Services

Directors 

Directors have primary responsibility for:

· financial and other reporting, internal control and compliance with laws, regulations and ethics within the department.

Senior Internal Auditor

The Senior Internal Auditor is responsible for:

· planning internal audits within the departments;

· developing audit programs for consideration by the Committee;

· providing reports to the Audit Committee on the progress of the department’s Audit Program; 

· managing the internal audit contractors engaged by the department;

· processing internal audit reports provided by the contractors;

· conducting audit reviews or providing audit certificates when required;

· providing secretariat support to the Committee; and

· advising departmental staff concerning:

· identifying or treating areas of risk, 

· developing processes of management or audit review, 

· audit requirements when designing a new accounting system, and

· audit requirements in legislation or management policy. 

Chief Executive

The Chief Executive is responsible for:

· approving the Audit Committee Charter;

· endorsing the internal audit work program; 

· reviewing internal audit reports submitted; and

· requesting audits be conducted as may assist senior or other management  in discharge of their responsibilities.

Senior Executive Responsible for Business Integrity Risk (SERBIR) – Director Corporate Services

The SERBIR is responsible:

· for keeping the committee informed of matters relevant to its responsibilities.

Target users

These procedural rules are primarily for departmental management staff.

Procedures

The following procedures are addressed by these guidelines:

· Charter for the Audit Committee;

· key responsibilities of the Audit Committee;

· composition of the Audit Committee;

· Audit Committee meetings; 

· audit planning;

· reporting to the Audit Committee; 

· audit recommendations; and 

· special investigations. 

Charter for the Audit Committee

Example Department has developed a Charter for its Audit Committee.  This Charter defines the authority, responsibility, membership and conduct of meetings of the Audit Committee. 

Charter for Internal Audit 

An Internal Audit Charter has also been developed.  This Charter sets out clearly the objectives and role of internal audit, the audit process, quality control and how audit provides assistance to management. 

Key Responsibilities of the Audit Committee

The Audit Committee will:

Internal Control

· consider the effectiveness of the Department’s internal control over financial and performance reporting, including information technology security and control; 

· review managements’ approach to setting an appropriate control and risk management environment;

Financial Reporting

· review the annual financial statements and consider whether they are complete, consistent with information known to committee members, and reflect appropriate accounting principles and standards. Recommend to the Chief Executive whether the financial statements should be signed;

· consider the appropriateness of the Departments’ accounting policies and principles and whether these accord with professional Accounting Standards; 

· maintain an understanding of the current areas of significant risk and exposures for each department along with managements’ plans to minimise these risks;

Internal and External Audit

· review, agree and monitor the implementation of an effective, risk based and affordable medium term audit strategy and associated annual work program;

· review the ACT Auditor-General’s proposed audit scope and approach, with particular respect to coordination of audit effort with internal audit;

· review annually the effectiveness of the internal audit service; 

· monitor management response to audit recommendations and their implementation;

Compliance with Legislation, Regulations and Ethics

· regulations and the results of management’s investigations and follow-up of any non compliance or fraudulent acts;

Compliance with the Department’s Code of Conduct

· review the Departments’ approach to business ethics and corporate conduct, written code of conduct and the programs in place for communicating the code of conduct to departmental personnel and for monitoring compliance;

Reporting Reponsibilities

· circulation of a brief report on outcomes to the Chief Executive following each Audit Committee meeting;

· at any time, the Chief Internal Auditor or the Committee should bring to the attention of the Chief Executive any matter of concern; 

· review any other reports from the Departments’ that relate to the Committee’s responsibilities;

Other Responsibilities

· investigate, review and advise on any ad hoc issues referred to the Committee by the Chief Executive;

· monitor actions to address audit findings and recommendations until scheduled completion and advise the Chief Executive of any significant slippage in implementation;

· provide a report to the portfolio Minister annually on operations of the Audit Committee, but can report at other times when considered necessary;

· review this Charter annually and provide any proposed amendments for approval by the Chief Executive; 

· review the Audit Committee’s performance and compliance with its terms of reference, in response to a request from the Chief Executive, or at its own initiative.

Composition of the Audit Committee

The Audit Committee shall comprise five members appointed by the Chief Executive. Two members shall be independent of the department. The chair of the Committee shall be external to the agency and independent of the agency.  The independent members will not be associated with any firm engaged to provide internal audit or advisory services.

The Chief Executive may attend meetings.  The Committee may invite other members of staff to attend meetings as it considers necessary.

Audit Committee Meetings

The Audit Committee will meet formally at least four times a year and align with key accountability frameworks such as annual budget development and preparation of financial statements.

The Senior Internal Auditor and the contracted internal auditors must be accorded access to the Committee if they consider it necessary.

Audit Program

All senior line managers have a responsibility for implementing a process of review in their area.  Managers will be requested at least annually, to provide to the Audit Committee suitable topics for audit, which they consider, would assist their own process of review.  Based on suggestions of line managers, priorities of the Chief Executive and the Committee’s own assessment of risks, the Committee will select particular activities to be included in the Audit Program and the corresponding audit objectives.  The Audit Program will cover a cyclical period and will be reviewed periodically.

The selection of audit tasks will be heavily influenced by the Committee’s identification of risks, with the focus on those functions, processes and activities which place the Chief Executive at risk of significant failure or loss, or where the potential for improvement will add greatest value to the agency.

For more information about management responsibilities and risk assessment refer to 1.2 Risk Assessment and 1.7 Fraud Control.

Reporting to the Audit Committee 

Prior to submitting audit reports to the Audit Committee, a draft audit report will normally be provided to the relevant business unit director to give an opportunity to provide comments on each of the audit findings.

A final report that includes the management responses will be forwarded to the Chief Executive and also presented at the next meeting of the Audit Committee.

Audit Recommendations

The Audit Committee maintains a register of audit report recommendations and action taken to address these recommendations. The Committee considers any follow-up action required pursuant to the report or the implementation of report recommendations. 

Special Investigations

The Chief Executive may at times request that the Audit Committee conduct routine reviews or special investigations.  The Committee will then investigate, review and advise on any issue or concerns referred from the Chief Executive.

Links

Audit Committee Charter

Internal Audit Charter

1.2 Risk Management

1.7 Fraud Control and Reporting

Fraud Control Plan

