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Invercargill City Council's
Audit and Risk Committee Charter

Consistent with Council's governance framework and governance best practice, the Council

has established an Audit and Risk Committee as a Sub-Committee of the Finance and Policy

Committee of Invercargill City Council (ICC).

This charter sets out the Committee's objectives, authority, composition and tenure, roles

and responsibilities, reporting and administrative arrangements.

1. Objective

The objective of the Audit and Risk Committee is to provide independent assurance

to the Council on the Council's risk, control and compliance framework, and

Council's external accountabilities, including the truth and fairness of its financial

statements.

Authority

Subject to there being sufficient available funds in the budget allocated by the

Council for the operations of the Committee, the Council authorises the Committee,

within the scope of its functions and responsibilities, to:

(a) obtain any information it needs from any employee and/or external party

(subject to the Committee's legal obligation to protect information);

(b) discuss any matters with any internal or external auditors, or other external

parties (subject to confidentiality considerations);

(c) request the attendance of the CEO or any other Council employee at

Committee meetings; and

(d) obtain external legal or other professional advice at the expense of the ICC

where it considers such consultation is necessary to carry out its functions

and responsibilities.



(e) provide opinions to Council on findings, including such matters as the

integrity of all levels of planning and reporting (whether financial and

non-financial), statutory and regulatory compliance and risk management.

The CEO and any internal auditors or external auditors will have direct access to the

Committee Chairperson for the purpose of raising concerns about matters within the

functions and responsibilities of the Committee.

The Committee may meet on its own or with the other parties mentioned, in the

absence of management.

3 Composition and Tenure

The Committee shall consist of three Councillors and at least one independent

member of the public appointed by the Council. Ideally at least 2 members should

have experience in financial reporting, but overall the Committee should reflect a

mix of skills and experience. It is essential that at least one member of the

Committee has accounting or related financial management experience with an

understanding of accounting and auditing standards in a local government

environment.

The independent member will be appointed by Council for an initial period not

exceeding three (3) years to coincide with the local government elections. At the

post-election review of Committees by the Council they will be eligible for

re-appointment. Continuity and performance in the role should be key

considerations when re-appointing independent members.

Independent members of the Committee are entitled to receive remuneration and

other allowances fixed for that member by Council.

The Committee Chairperson shall be appointed by the Council and shall be one of

the elected Council members. The Mayor and the Chairman of Finance and Policy

may not be the Chairperson.



Appointments will be reviewed by the Council following each ordinary Council

election.

The CEO and other Council staff will not be members of the Committee, but may

attend meetings as observers at the discretion of the Chairman.

The members, taken collectively, will have a broad range of skills and experience

relevant to the operations of the Council. The members must ensure that they

understand the relevant local government legislation and ICG's governance

framework, structure, controls and types of transactions in order to adequately

assess the significant risks faced by the organisation in its current environment.

Members of the Committee will have some or all of the following attributes:

(a) a commitment to Council and its vision;

(b) an understanding of statutory planning obligations, compliance concepts

and management reporting

(c) experience in accounting and/or risk management

(d) an ability to understand accounting, financial, risk management, legal, and

information technology matters

(e) an independent viewpoint, an ability to ask incisive questions and an ability

to articulate ideas

(f) a professional approach and attitude which treats internal auditors, risk

managers, the executive and management as equal partners;

(g) a thorough understanding of the responsibilities of the Committee and

sound knowledge of the core operations of Council and the environment in

which it operates;

(h) a strong demonstrated sense of probity and ethical conduct; and

(i) a commitment to continual improvement.

Members of the Committee are expected to understand and observe the legal

requirements of the current Local Government Act. Members are also expected to:

(a) contribute the time needed to study and understand the papers provided;

(b) apply good analytical skills, objectivity and good judgement; and

(c) express opinions frankly, ask questions that go to the fundamental core of

the issue and pursue independent lines of enquiry;

(d) members of the Committee are to comply with Council's Code of Conduct.
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4. Roles and Responsibilities

The Committee has no executive powers or financial responsibility, except as set

out in this charter, or as delegated by Council from time to time.

The Committee is directly responsible and accountable to the Council for the

exercise of its responsibilities. In carrying out its responsibilities, the Committee

must at all times recognise that primary responsibility for management of the

Council rests with the CEO.

The responsibilities of the Committee may be revised or expanded in consultation

with, or as requested by, the Council from time to time.

Whilst the Committee has the responsibilities and powers set forth in this charter, it

is not the duty of the Committee to plan or conduct audits.

The Committee's responsibilities are to review and, if appropriate, make

recommendations to the Council in relation to:

4.1 Risk Management

(a) review whether management has in place a current and

comprehensive risk management framework and associated

procedures for effective identification and management of the

Council's financial and business risks, including fraud;

(b) review whether a sound and effective approach has been followed in

developing strategic risk management plans for major projects or

undertakings;

(c) review the impact of the Council's risk management framework on its

control environment and insurance arrangements;

(d) review whether a sound and effective approach has been followed in

establishing the Council's business continuity planning arrangements,

including whether disaster recovery plans have been tested

periodically; and

(e) review the Council's fraud control plan and satisfy itself that the

Council has appropriate processes and systems in place to capture

and effectively investigate fraud related information.



4.2 Control Framework

(a) review whether management's approach to maintaining an effective

internal control framework, including over external parties such as

contractors and advisors, is sound and effective;

(b) review whether management has in place relevant policies and

procedures and that these are periodically reviewed and updated;

(c) determine whether the appropriate processes are in place to assess,

at least once a year, whether policies and procedures are complied

with;

(d) review whether appropriate policies and procedures are in place for

the management and exercise of delegations;

(e) review the relevance, verifiability, completeness, quality and integrity of

management and financial data and reports;

(f) consider how management identifies any required changes to the

design or implementation of internal controls;

(g) review whether management has taken steps to embed a culture

which is committed to ethical and lawful behaviour; and

(h) review management's processes for ensuring commitment to, and

compliance with, the Council's values,

(i) review, post-investment, whether the analysis undertaken before

decisions on major transactions or capital investments were made,

were adequate.

4.3 External Accountability

(a) evaluate the adequacy and effectiveness of the Council's accounting

policies;

(b) review and endorse all significant accounting policies and any

significant changes thereto;

(c) review the financial statements, acknowledging that the CEO has

statutory responsibility for the annual financial statements, not the

Committee, nor the Council;

(d) satisfy itself that the financial statements are supported by appropriate

management signoff;

(e) review the processes in place are designed to ensure that financial

information included in the Council's annual report is consistent with

the signed financial statements;
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(f) satisfy itself that the Council has a performance management

framework that is linked to organisational objectives and outcomes;

(g) review the relevance, verifiability and integrity of management reports

on implementation of the Council's Strategic and Annual Plans; and

(h) ensure that procedures are in place for the receipt, retention and

treatment of complaints received by the ICC regarding accounting,

internal accounting controls, or auditing matters, and the confidential

and anonymous submissions by employees of the ICC of concerns

regarding questionable accounting or auditing matters. The

Committee will ensure that procedures are in place to prevent the ICC

from dismissing, demoting or disciplining any employee who provides

information to the Committee or an appropriate regulator.

4.4 Legislation Compliance

(a) determine whether management has appropriately considered legal

and compliance risks as part of the Council's risk assessment and

management arrangements; and

(b) review the effectiveness of the system for monitoring the Council's

compliance with relevant laws, regulations and associated Council

policies.

4.5 Internal Audit (where this is deemed necessary)

(a) act as a forum for communication between the CEO, senior

management and internal and external audit;

(b) identify and proposed special projects or investigations deemed

necessary that are relevant to the Committee's functions;

(c) review the internal audit coverage and annual work plan, ensure the

plan is based on Council's risk management plan, and recommend

approval of the plan by the Council;

(d) advise the CEO and the Council on the adequacy of internal audit

resources to carry out its responsibilities, including completion of the

approved internal audit plan

(e) oversee the co-ordination of audit programmes conducted by internal

and external audit and other review functions;



(f) review all audit reports and provide advice to the Council on significant

issues identified in audit reports and action taken on issues raised,

including identification and dissemination of good practice;

(g) monitor management's implementation of internal audit

recommendations;

(h) review the internal audit charter to ensure appropriate organisational

structures, authority, access and reporting arrangements are in place;

(i) periodically review the performance of internal audit; and

(j) provide advice to the Council on the appointment of the internal

auditor.

4.6 External Audit

(a) act as a forum for communication between the CEO, senior

management and internal and external audit;

(b) provide input and feedback on the financial statement and

performance audit coverage proposed by external audit and provide

feedback on the audit services provided;

(c) review all external plans and reports in respect of planned or

completed audits and monitor management's implementation of audit

recommendations; and

(d) provide advice to the Council on action taken on significant issues

raised in relevant external audit reports and better practice guides;

(e) review all representation letters signed by management to ensure that

the information provided is complete and appropriate. Also, the

Committee will discuss the results of the annual audit and any other

matters required to be communicated to the Committee by the external

auditors;

(f) seek assurances that no management restrictions are placed on the

external auditors.

4.7 Related-party Transactions and Executive/Elected Representative

Expenditure

> To consider, and express an opinion on any proposed related-party

transactions.

> To review the adequacy of internal controls relating to executive

and elected representative travel and entertainment.
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5 Reporting

The Committee through the Chair will regularly, but at least twice a year, report to

the Council on its operation and activities during the year. The report should

include:

(a) a summary of the work the Committee performed to fully discharge its

responsibilities during the preceding 6 months;

(b) an overall assessment of the Invercargill City Council's risk, control and

compliance framework, including details of any significant emerging risk

impacting on the Invercargill City Council.

Where independent members or advisors are recruited to the Committee, they will

ideally be present when reports and recommendations are presented to Council.

The Council shall routinely be provided with the Minutes of the Audit and Risk

Committee Meetings.

The Committee may, at any time, report to the Council any other matter it deems of

sufficient importance to do so. In addition, at any time, an individual Committee

member may request a meeting with the Council.

6 Administrative Arrangements

6.1 Meetings

The Committee will meet at least four times per year.

The Chair is required to call a meeting if requested to do so by the Council,

or another Committee member. Meetings of the Committee are to be held

during normal Council office hours.

A forward meeting plan, including meeting dates and agenda items, will be

agreed by the Committee each year. The forward meeting plan will cover

all of the Committee's responsibilities as detailed in this charter.

Meetings of the Committee will be conducted in accordance with Standing

Orders.
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6.2 Attendance at Meetings and Quorums

A quorum will consist of a majority of Committee members which is three.

The independent member should ideally always be present.

All Councillors who are not members of the Audit and Risk Committee shall

have the right to attend meetings of the Committee, but may not have a

vote.

Meetings can be held in person, by telephone or by

video-conference/Skype.

The Mayor, CEO and internal audit and external audit representatives will

be invited to attend each meeting, unless requested not to do so by the

Chair of the Committee. The Committee may also request that other

employees attending Committee meetings or participate for certain agenda

items.

The Committee will meet separately with the external auditors and internal

auditors (where the latter exists) at least once a year.

6.3 Secretarial Services

The CEO will ensure that secretarial support is provided to the Committee.

The secretarial support will ensure the Agenda for each meeting and

supporting papers are circulated, after approval from the Chair, at least four

days before a general meeting, or at least two days before an extra

ordinary meeting.

The secretarial support will ensure the Minutes of the meetings are

prepared and maintained. Minutes must be approved by the Chair and

circulated within two weeks of the meeting to each member and Committee

observers, as appropriate.



6.4 Conflicts of Interest

The interests provision of the Local Government Act apply to members of

the Committee and Council employees who provide advice or

recommendations to the Committee.

6.5 Induction

New members will receive relevant information and briefings on their

appointment to assist them to meet their Committee responsibilities.

6.6 Assessment Arrangements

The Chair of the Audit and Risk Committee, in consultation with the

Council, will initiative a review of the performance of the Committee at least

once every two years. The review will be conducted on a self-assessment

basis (unless otherwise determined by the Council) with appropriate input

sought from Committee members, the CEO, the internal and external

auditors, management and any other relevant stakeholders, as determined

by the Council.

6.7 Review of Charter

This charter will be reviewed initially in 12 months' time (13 March 2013),

and thereafter and as soon as practicable after the start of every new term

of Council.

Any substantive changes to the charter will be recommended by the

Committee and formally approved by the Council.

7 Confidential Communications from Employees

Employees shall be advised that under certain limited circumstances they may

communicate to the Chairman of the Audit and Risk Committee, regarding potential

fraud or misappropriation, weaknesses in internal control, or the adequacy or

accuracy of information being provided within the organisation to senior managers

or the Council. Contact numbers or e-mail addresses shall be provided to
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employees for this purpose. Such communications (which shall be in writing) shall

be treated as confidential. They should explain whether the matters have previously

been discussed with an employee's Manager, and if not, why the employee has

chosen to report to the Audit and Risk Committee.
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