REMUNERATION TRIBUNAL

Determination 2012/13:x .
Remuneration and Allowances for Holders of Part-Time

Publig Office

This Determination comprises:

Part 1 - General

Part 2 ~ Fees
Part 3 - Conditions of Oificial Travel
Scheadule A - Specified Offices - Fees and Allowances .

Schedule B - List of Professional Committees (Health and Ageing Portfolio)
Schedule C - Primary Industry Authorities - Fees and Allowances
Schedule D -- Torres Strait Regional Aut’hority'— Fees and Allowances
Schedule E - Aboriginal Land Councils ~ Fees and Allowances,

PART 1 — GENERAL

1.1 Legislative Basis:l The Remuneration Tribunal has made this Determination in
accordance with subsections 7(3) and 7{4) of the Remuneration Tribunal Act 1973.

1.2 Effective Date: This Determination takes effect on and from 1 July 2012,

1.3 = Effect on Earlier Determinations: This Determination supersedes and revokes In full
Determination 2011/09 (as amended) - Remuneration and Allowances for Holders of
Part-Time Public Office and also supersedes and revokes the following Determinations
(that amended 2011/09): 2011/13; 2011/14; 2011/17; 2011/19; 2011/21;2011/23;

2012/01; 2012/07; 2012/08.
1.4 . Definitions: In this Determination, unless the context clearly indicates otherwise:
‘authority’ is a reference to any body or office to which office- holders, as defined in
“clause 1.4, are appomted'

‘business of the authority’ means any business of the authority conducted by an
office-holder with the approval of the authority, other than attendance at a formal

meeting and the preparation time for that meeting, except as specified in Clause 2.9;

‘offlce-holder’ means the holder of a pért—tfme public offlce;

‘public office’ has the same meaning as in the Remuneration Tribunal Act 1973.
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PART 2 - FEES

2.1

2.2

2.3

~—— Conditions of payment-of base and meeting fees

2.4

2.5

Specified Offices: The fees set out in Schedules A, B, C, D and E apply to the holders
of the public offices specified in those schedules, They are inclusive cf the amount
necessary to meet any taxation abligation in respect of these fees.

Remuneration Packaging: An agency may provide access to remuneration packaging
to office-holders covered by this Determination. An offlce-holder may elect either to
take benefits in lieu.of her or his fee or'to take a combination of her or his fee and

benefits.
2.2.1 Any electlon made in accordance with clause 2.2 must:

{a) be in accordance with agency policies and procedures on remuneratlon
packaging applicable to such offices;

(b be consistent with relevant taxation laws and rulings or guidelines
applicable to remuneration packaging schemes issued by the Australian

Taxation Office; and

(c) - not result in any cost to the Commanwealth (inctuding in relation to any
fringe benefits taxation) additional to the cost which would be incurred if
benefits able to be taken as fees were taken ds fees.,

Offices not specified: An office-holder In respect of whom a fee has not otherwise
been specified in this Determination shall, subject to the conditions outlined in clauses
2.9 to 2.13 of this Determination, be paid a daily fee as set out in Table 2A below.
These fees are Inclusive of the amount necessary to meet any taxatzon obligation in

respect of these fess.

Table 2A: Public Offices not specified in this Determination — Daily Fees'
with effect from 1 July 2012,

Office . Category 1 Category 2 - Catagory 3
$ per day $ per day $ per day
Chairperson 418 564 681
Member 314 418 } 606

2.3.1 Minister decides category: The category 6F fee to be paid shali be determined
by the Minister within whose portfolio responsibility the public office is located, in
accordance with the nature, function and responsibllities of the office.

2.3.2 Official Travel: An office-holder whose fee has heen determined in accordance
with clause 2.3 shall be entitled to travelling allowance for travel on official business
within Australia at the Tier 2 rate, in accordance with Part 3 of this Determination.

Application: The provisions of clauses 2.5 to 2.7 apply to office-holders covered by
Table A2A in Schedule A Clauses 2.8 t0-2.13 do not apply to offices covered by Tabfe

A2A,

Base fee: The base.fee Is an annual fee payable on a perfodic basis throughout each
vear. Part years are paid on a proporticnate basis. The base fee covers all activities
undertaken on behalf of the authority, except formal meetings of the authority.
Committee work is included In the base fee,
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2.6 Maeséting fee: The daily meeting fees specified in Table A2A are payable only in respect
of formal meetings of the prescribed authority, requiring attendance for a full day, or
more than one day, of at [east 5 hours-on each day. Formal meeting attendance for
each member must be certifled by the Chair or nominated presiding officer.

2.7 Exclusions: No meeting fee Is payable in respect of part-day mestings, preparation or
travel time, committee meetings, formal dinners, teleconferences, representational
activities or other business of the authority, The base fee covers those activities.
There is no payment in respect of aggregation of part-day work of any kind.

Conditions of paymént of daily fees

2.8 Application: The provisions of clauses 2.9 to 2.13 apply to office-holders coveredrby :
clause 2.3 and by Schedules A (Table A1A only), B and C, unless otherwnse specified.
Clauses 2.9 to 2.13 do not apply 'co Schedules D and E.

2.9 Dally fee — preparation for meetings: The daily fee for a formal meeting includes a
component to cover normal preparation time, but where the chairperson of the
authority considers the period of preparation time involved is so unusual as to warrant
recognition that period may be included as business of the authority. '

2.10 Daily fee ~ minimum hours: An office-holder shall be paid the daiiy fee In respect of
such period, not less than three hours, on any one day on which he or she attends a
formal meeting of the authority, and/or Is engaged on business of the authority other
than normal preparation time for a meeting, subject to the following conditions.

2.10.1 The chairperson, or nominated presiding officer, shall in each case.certify whether
the period of three hours has elapsed and in so certifying may have regard to
reasonable travelling time Incurred by an office holder away from the metropalitan
area of the capital city or the environs of the town In which he or she lives.

2.10.2 The maximum payment in respect of any one day shall be the daily fee.

2.11 Part-payment of daily fee ~ meeting days: An office-holder may be paid in respect
of formal meetings of less than three hours subject to the following conditions:

() for formal meetings aggregating less than two hours, an amount equat to
two-fifths of a daily fee;

) - for forma!.meetings, or formal meetings and business of the authority on

the day of a formal meeting, of two hours or more, but less than three
hours on any one day; an amount equal to three-fifths of a dally fee;

{(c) the maximum payment In respect of ‘any one day shall be the da_iiy fee;

{d) eligibility for each payment shall be certified by the chairperson or
nominated presiding officer and in so certifying the chairperson may have

regard to reasonable travelling time in accordance with subclause 2.10.,1;
and

(&) preparation time shall oniy be Included in accordance with clause 2.9.

2.12 Aggregation of hours for daily fee ~ non-meeting days: An office-holder may also
be paid a dally fee in respect of aggregates of periods of business of the authority of

less than three hours, subject to the following conditions:

{a) individual periods of busmess must be on other than formal meeting days
and each period must be for a minimum of one hour;
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) to attract pa'yment of a daily fee, aggregated periods shall total at least

five hours;
) the maximum payment in re‘spect of any one day shall be the daily fee;
(d) eligibllity for each payment shall be certified by thé chaliperson and In so

certifying the chairperson may have regard to reasonable travelling time in
accordance with subclause 2.10.1; and

(&) preparation time shall only be included in accordance with clause 2.9,

2.13 Daily Fees - travelling on non-meeating days: Where an office holder must
undertake official travel on a non-meeting day, the chairperson or nominated presiding
officer may determine that the office holder is engaged on husiness of the authority for
the perfed of that travel and Is therefore entitled to receive all or part of the daily fee in
accordance with subclause 2.10.1 and 2.10.2.

2.14 Daily Fee - Superannuatlon'Complamts Tribunal (SCT): The following sub-clauses
" apply, (and clauses 2.4 to 2.7 and clauses 2.9 to 2.13 do not apply) in relation to a_
person who holds an office as a member of the SCT on a part-time basis.

2.14.1  Adally fee is payable once such a person has undertaken official business of five
hours duration in aggregate, regardless of the day or days on which that work is

" done.

2.14.2 The Chairperson of the SCT must certify the nature, reasonableness and
duration of fo:czai business undertaken prior to any payment of fees to such a

person.

. 2.14.3 Official business may include a hearing, preparation for a hearing, decision
writing, checking and travel time other than for travel between the person s

home and principal place of Work
2.14.4 The maximum payment in respect of any one day shall be the daily fee.

2.15 Daily Fee —~ Social Security Appeals Tribunial (SSAT): The following sub-clauses
apply, (and clauses 2.4 to 2.7 and clauses 2.9 to 2,13 do not apply) in relatlon to a
"person who holds an office as a member of the SSAT on a part-time basis.

2.15.1 Adaily fee is payable once such a person has undertaken official business of five
hours duration in aggregate, regardless of the day or days on which that work is

done.

2.15.2  The Principal Member of the SSAT is to certify the nature, reasonableness and |
duration of official business undertaken prior to any payment of fees to' such a

person.,

2.15.3 Officlal business may Include a hearing, preparation for a hearing, decision

writing, checking and travel time other than for travel between the person’s
home and principal place of work.,

2.15.4 In addition to fees specified a part-time member shall be paid a cancellation fee
equivalent to 50 per cent of one day’s fee for the cancellation of all work on a
day with fewer than 5 working days’ notice.,

2.15.5 The maximum payment in respect of any one day shall be the daily fee.
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PART 3 -~ CONDPITIONS OF OFFICIAL TRAVEL

3.1 - Official Travel Determination: The provisions of Determination 2004/03 (as
amended) - Official Travel by Office Holders — apply to offices covered by this
betermination, subject to any exclusions or {fmitations In this Determination. In

- establishing entitlements, the Travel Tler [dentified in this Determination for an office

will apply under Determination 2004/03.
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SCHEDULE A ~ FEES AND ALLOWANCES FOR SPECIFIED OFFICES

Table AlA - Specified offices —~ annual and daily fees and travel tier. (Rates are
effective from 1 July 2012 uriless otherwise specified.)

General provisions relating to the following table:

o In Columns 2 and 3:

_The fees set out in Table A1A below are payable in accordance with the conditions of this
Determination to the holders of the relevant office.

o ait "a” following the dollar amouni s:gmfies an Annual Fee applies;

o a "d” following the dollar amount signifies a Daily Fee applies.
The additional clauses referred to in Column 4 are listed immediately following the Tabla,

‘e
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ColLImn 1 Column 2 ] -7 Column3 ~ .| Column 47| Column
o : P TR Y- A
Ofﬂce/Authonty Chalr Member . | Additional {* -
i L ¥ . % |irclauseés | Travel
R e L | applying tier
NBN Co Limited 204,710 102,400 | a Ad4 1
Future Fund 193,660 96,850 a 1
Australia Post 174,740 87,400 a Al 1
Commoanalth Grants Commission . (full-time) 100,790 a 1
Fair Worlc Australla — Minimum Wage _
Panel Members 71,120 a 1
Review of the Distribution of the Goods - $68,960 a 1
and Services Tax _ !
Australian Broadcasting Corporation ’
(ABC) 160,740 $52,910 a A2 |
Commonweaith Superannuation A3, A8,
Corporation (CSC) 127,020 _ A45 See AB
ASC Pty Ltd 125,510 62,810 a A3, A4
Medibank Private Ltd 125,510 62,810 a A3 1
Murray-Darling Basin Authority 105,770 62,780 & A43 1
Reserve Bank of Australia 62,780 a 1
Alrservices Aus?raha ' 105,770 52,910 a A3, A5 i
Australian Rail Track Corporation 105,770 52,910 | a 1
Civil Aviation Safety Authority Board
(CASA) 105,770 52,910 |a | A3,A6 1
Commonwealth Scientific and Industiial '
Research Organisation (CSIRO) 105,770 52,210 ) a A3, A7 t
Defence Housing Australia 105,770 52,910 a A3 1
“Commissioner, Australlan Transport '
Safety Bureau Commission 52,910 4 !
Board of Taxation 103,000 51,500 1
Payments System Board (fuli-time) 51,360 | a 1
Australian Curriculum Assessment and
Reporting Authority (ACARA) 91,020 903 d | ABAMO | SeeA8
Tourism Australia 89,060 44,580 a A3, A9 1
Australian Institute for Teaching and ' :
School Leadership Ltd (AITSL) 88,360 881, d| A8 AI0 |, SeeAs
6




Corporation

Colﬁmn i T~ Columnz. . | “Columin 3 [ Coliifin
Offlce/Authorlty “CChair. Y ‘Member ddltmnal ‘

‘ - EEEEN e ‘$. L ._‘__,_- -~ clatises . Travel
e T e e LA R e sy applvmg “tiar
Foreign Investment Review Board 87,500 a 47,500 a A13 1

1 Innovation Australia Board 85.330 a 39.820 a 2
! 195
Innovation Australia Committee 14,270 é 53380 |a Ald 5
! [
Innovation Australia Committee — Non
Innovation Australia Board Member 913 d 913 . d . 2
Private Health Insurance Administration- '. .
Council 80,950 a 47,270 a A3 i ‘
General Practice Educatmn and Training 1 ' P
Pharmaceutical Benefits Adwsory .
Cornmittee (full-time) 35,880 a 1
Safety, Rehabiiitation and Compensation’ :
Commission 80,950 a 34,230 a i
Australian Solar Institute —
Chalr/Director 72,100 a 25,75(_] a A4Z . i
Natlonal Health and Medical Research '
Council (NHMRC) 80,950 a 20,740 a AB See A8
NHMRC — Research Committee 71,290 |a 2
NHMRC - Australian Health Ethics .
Committee 57,67@ e 2
NHMRC - All other Principal Committees
not: specified In this Determination 57,670 |a 2
Internatfonal Air Services Commission 68,070 |a| 34,230 |a 1
Medical Services Advisory Committae 68,070 & 681 | d 1
Food Standards Australia New Zealand 67,770 la| 34,230 a Al2 iy
National Competition Council 64,290 a 34,230 a 1
Australian Commisslon on Safety and )
Quality In Health Care 61,800 a 20,600 a 2
Independent Hospital Pricing Authority
(IHPA) 61,800 a 20,600 a
Aboriginal Hostels lelted 61,760 a 33,490 a 2
Indigenous Land Corporation 61,760 a 33,490 a A3, A13 1
Outback Stores Pty Ltd - Chair/Director 61,760 .- |a| 33,490 a 2
— T Austradfan-Hearng-Services 61, 760—=a 27030 & A3 1
Australian Herii:ége Councll 61,760 27,030 a 1
Australian Herjtage Council - Associate
Member - 27,030 a. i
Australian Maritirma Safety Authority 61,760 a 27,030 a A3, A13 1
Australian Nuclear Sclence and . )
Technology Organlisation Board (ANSTO) 61,760 " fa| 27,030 | a A3, Al3 1
Export Finance and Insurance - . ' A3, Al3,
P 61,760 . [al| 27,030 |a [ 1
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Column i T Columiy 270 F Cotumri'S-f- - Columnd- Colufﬁ*n
Offlce/Authorlty - Chair . -] Member. - Addittonal_ T
T ‘ $. 7 el L .- 7| clauses | Travel
T T T A S applwng _tler  ©
Indigenous Business Australla 61,760 27,030 ' A3, A13 1
Special Broadcasting Service 61,760 27,030 A13 1
Australfan Electoral Commission 61,760 i
Independent Hospita-l Pricing Authority ' "
(IHPA) GI,SOO 20,600 2
-| Nationzl Offshore Petrolaum Safety
Authority Board 54,020 27,030 1
Australian Organ and Tissue Donatlon \
and Transplantation Authority Advisory 54,020 659 2
Council -
Health Workforce Australia | 54,020 659 . 2.
Aged Care Standards and Accreditation s A
Agency . 51,360 27,030 ' 1
Australian Sports Commission 51,360 27,030 A3, A15 1
National Rural Advisory Councll 51,3860 27,030 1
Screen Australia 51,360 27,030 ALG 1
Australian Sperts Anti-Doping Authority (full-time) 27,030 JAlb 2
Albury-Wodonga Development
Corporaticn _ 51'36(_) ?5'770 1
Mational Capital Authority 51,360 20,740 1
Great Barrier Reef Marine Park Authority (full tlme) 20,740 2
Australla Council 51,360 14,700 AlS 1
Safe Work Australia 51,360 - 2
National Health Performance Authority 41,200 20,600 AlB 2
Australlan Institute of Marine Science
Council 40,510 20,740 Al7 2
Cancer Australfa Advisory Council 40,510 20,740 2
Front[fne Defence Services (AAFCANS) 401510 20’740 A3, 2
Sydney Harbour Federation Trust 40,510 20,740 A3 2
Radiatlon Health and Safety Adwsory _
Council . 40&510_ 2
‘*—‘ﬁUS‘traﬁaﬂ_TEtmm'lﬂd’Vibm y-Grotporn
Immunisation 38,950 691 .
Counclf for the Australian Film Television ;
and Radic School 35,820 17,330 A3 2
beafence Strategic Reform Advisory '
Board ‘ 29,830 19,890 ' i
ARC College of Experts 29,370 20,740 2
Australian Sports Drug Medical Advisory ‘
Committee 29,370 20,740 2
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T Celamnd i 7 . [ cColampz | Column 3. | CoMimi4 [ Colimn
c 57y s Office/Authority v | o "Chalel .. Member | Additional | - - . 7
e AT g Vg . | clauses. |- Travel. -
T S L AT Tl S FE ‘applying- | s tier.. "]
Australia Business Arts Foundation 29,370 a 14,270 a Al9 1
" Australian National Maritime Museum
Coundil . 29,370 a 14,700 a 2
Austrailan National Maritime Museum -
Member of a Committee (other than a 691 d 2
council member) ,
Australian War Memorial Council 20,370 |a| -14,700 | a 2
National Gallery of Ausfzraha Council- 29,370 - |a 14,700 a A19 2
National Library of Australia Council 29,370 a 14,700 a ALY 2
National Museum of Australia Council - 29 370 al 14,700 a 2
- I
Australian Statistics Advisory Council 29,370 | - 1
Public Lending Right Committee 29,370 a - 2
Classification Review Board 27,720 la 775 d A20 2
Defence Reserves Support Councll ‘
{DRSC) — Natlonal Executive 24,750 a 21,060 a 2
DRSC - State/Tarritory Chairs 480 d - 2
Australian Pesticides & Veterinary 1
Medicines Authority — Advisory Board 23,460 a 68l d 2
Australian Institute of Health and
Welfare 21,320 Va 616 d 2
Australla Council, Boards 21,320 |a - 2
Advisory Panel on the Marketing In : )
Australia of Infant Formula 16,920 a 2
Professional Services Review — :
Committees 1’3,12 d 1,164 d 1
Professional Servicas Review — :
_Determining Authority ) 1,312 d 1,164 d !
Australian Energy Regulator - 1,081 d 1
Companles Auditors and Liguidators
Disciplinary Board’ 1’_213 o 985 d A2z 1
Financial Reporting Panel 1,213 085 d AZ3 1
Examiner, Australiant Crime Commisston 1,213 d - Add 1
Tax Practitioners Board (TPB) — Member - 085 d A24 2
TPB - Committee Member - 681 2
Australlan Renewable Energy Agency :
(ARENA) 1090 d 900 d 2
Co-operative Research Centres
Committee 1,090 d 900 d 2
gg;{crzstion Investment Fund Advisory 1,000 d 900 d 1
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“ColmAL “Tcoldmp2 | - Column:3. | Cohiiiin 4 | ColumA

L0 offiee/Athority. il Chalrt T | cMember: . | Additignal | e
R 0 s DO T R S . o . |-applying’ | . tier.
Health and Hospitals Fund. Advisory '

Roard . 1,090 d 900 d 1
Infrastructure Austrafia 1,090 d a00 d 1
Skills Austrafia 1,000 . |d 900 d 1
Specialist Medical Review Council

(SMRC) ~ Convenor/counciilor 1,090 d 200 d A2 1
Australian Government Reconstruction

Inspectorata ' : 1,090 d 200 d, 1
Ministertal Advisory Council on Reglonal . '

Australia (MACRA) 1,090 d| 900 pdy .
Regional Developmeant Australia Fund 1.090 d a00 d 1
Advisory Panel '

Higher Education Standards Panel

(HESP) 1,058 d 873 d 2
National Transport Commission 1,004 d 900 d i
'ACCC - Assoclate Member - 900 d 1
ACMA — Associate Member - 000 d 1
Prime: Minister's Science, Engineering _ ; ]
and Innovation Council ’ : =200 d !
Administrative Review Council 1,004 d 833 d 1
Migration Revlew Tribunal ) 831 d A29 )
Refugee Review Tribunal - 831 d A30 2
Superannuation Complaints Tribunal (full-time) 831 d 2
Family Law Council 1,004 d 878 d 1
Comeover Advisory Council : 828 d 1
Productivity Commission (full-time) . 828 d -1
Patent and Trade Marks Attorneys . :
Disciplinary Tribunal - 985 d 2
Threatened Species Sclentific Committee 976 d 654 d i
Australian Reinsurance Pool Corporation ag5 . d 795 d i
Takeovers'Panel 900 o 900 d A6 1
Repat;iatieri Medical Authority goo  ld 798 d AT 1
Anti-Doping Research Program Panel . 708 d i
‘Defence Force Advocate = 7908 d A28 i
Defence Force Remuneration Tribunal - 798 | d | 1
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[ Office/Authority ~ - [ "chal < | Menibér . [ Additional | o
LT e T g o 8. T cladses, | CTravel
S e B e s e s e s eI s s applying s HEE
Pharmaceutical Benefits Remuneration . .
Social Security Appeals Tribunal (S5AT) . 775 d A4 3
Mem bgr _ .
Independent Hospital Pricing Authority '
Clinical Advisory Comm_lttee {IHPA CAC) 900 d 681 d A46 !
Gene Technology Ethics and Community ' ’
Consultative Committee 500 d 681_ d A3l 1
Gene Technology Technical Advisory .
Committee a00 d 681 d A3l ) i
National Film and Sound Archive 900 d 681 d| a3 2
Official Establishments Trust 900" d 681 d i
0l Stewardship Advisory Council - a00 d 68i d 1
Pharmaceutical Banefits Pricing T
Authority 900 d 681 d 1
Professional Committees in Health and ~ | '
Ageing (listed in Schedule B) 900 d 681 d !
Professfonal Standards Board for Patent , L
and Trade Marks Attorneys 300 d . 681 d 3 1
Tuition Protection Service (TPS)
Advisory Board 500 d 418 d|. Axd , 2
Seafarers Safety, Rehabilitation and ' . :
Cempensation A:Jthority 200 d _ A33 !
Tasrmanian Freight Equalisation Scheme .
Review Authority =200 d . .
Natlonal Mental Health Commission
(Chalr/Commissioner) 898 d . 6.81 d, 2
National Blood Authority 866 d 656 d 1
Defence Science and Technology .
Organisation Advisory Board 833 d 681 d 2
Corporations and Markets Advisory : | _ :
Committee (Convener/Member) 828 |4 75 3 d 1
Australian Community Pharmacy
Authority 828 d 681 d 2
Australian National Councll on Drugs - B28 d 681 - d A35 - 2
Australian River Co. Ltd ‘828 d 681 d A36 2
Co-operative Research Centres Appraisal _
Pancls ‘ 828 d 681 d 2
1 Regional Telecommunicatlons -
Independent Review Committes 828 d 681 d 2
Disciplinary Appeal Committees under 828 d o ' >
PE(CT) Regulations 1999 ' '
Commission for International
Agricultural Researc_h. 798 d 581 d 2
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W Columnl U coldnin 2 Co!umn 3 Column 4 “Colifmin -
f .. Chair: - |, Member : Addltional S
SAREE: S T S clauses - |- Travel -
I R TR S R I T coo s e s s applying tier
Blological Diversity Advisory Committee 7098 d 506 d 2
Fuel Standards Consultative Committee 798 d 506 d 2
;ndigergous Advisory Committee 7908 d 506 d . 2
Australian Astronomical Observatory . ’
Advisory Committee (AAQAC) 798 d 506 d 2
Disability Standards Review Panel 708 d 418 d | 2
National Houstng Supply Council 798 d - 2
Australian National Preventive Health ' 5
Agency (ANPHA) Advisory Council 727, d 231 d
Geographical Indications Committee 768 d 681 d 2
Australian Strategic Policy Institute 768 d| - 822 d .2
Australlan Secial Inclusion Board 768 | d 606 d 2
Veterans’ Review Board (Senior 758 d 576 d 2
Member; Member) :
ABC Advisory Council 681 d 606 d 2
-Anti-Doping Rule Viclation Panel 681 d 606 d 2
Australlan Institute of Aboriginal and . :
Torres Strait Islander Studies {AIATSIS) 681 d 606_ d 2
AIATSIS Research Advisory Commitiea - 423 d 2
National Archives of Australia Advisory '
Coundil 681 d 606 d 2
National Customs Brokers Lu:enslng : . ‘
Advisory Committee 681 d 606 d 2
Editorial Advisory. Board 681 d - -A37
Defence Industry Study; Course 681 d -
Religlous Advisory Committee to the
Services ) .606 d 606 d 2
National Rural Advisory Council -
Speciafist Committees T 696 d 2
Defence Force Case Assessment Panel 564 d 518 d 2
Military Superannuation and Benefits
Scheme Reconslderation Committes 564 d 518 d 2
ARIA Reconsideraticn Advisory T , ',
Committee ) i - -
Aboriginals Benefit Account Advisory
Committee (ABAAC) - 564 . d 418 d 2
ASADA - Advisory Group 564 d 418 d 2
CSIRO - Advisory Committees 564 418 d 2
Medical Training Review panel - 418 d 2
12




. Colymn2.. | .- Column3 - | Column 4 [ Coluin"

_.' :_;"‘ . k. ':“:"1_: -. . ' 'v.':':f'—:; BENE i R R ;_ R 5‘-_;:
: . Office/Authority < ' 2~ | Chalf, ) . “Member | Additonall
e B e REN: I v §. . |, clauses- - Travel .
T P L I P too-e | Applying (| tier T
Ministerial Advisory Committee on Elood | . :
Borne Viruses and Sexually i - 418 d 314 d A38 2
Transmissible Infections .
Defence Familles of Australia : 418 d - 2
Australian Bravery Decorations Council No fee No fee i
Councdil for the Order of Australia No fee No fee i
Central Trades Committee - No fee 2
Local Trades Committea - No fee 2
Military Rehabilitation and Compensation : 3 .
Commission No fee No fee A39 2

ADDITIONAL CLAUSES TO TABLE A1A

Al. Australia Post: A member who is appointed as a Deputy Chair will receive an additional

$10,115 per annum. A member who Is appointed to the Audit Committee will receive an additional
$10,115 per annum as member, or $20,210 per annum as Chair, of the Committee. A inember who is
appointed to the Board of Postcorp will receive an additional $4,553 per annum.

" A2. Australian Broadcastiitg Corperation (ABC): A member who is anpointed as

a Deputy Chair will
receive $79,340 per annum. . :

A3. Various bodies: A member of the named body who is the Chair of the Audit Committee, or Audit
and Risk Committee, however named, will receive an additional $14,700 per annum. A memberwho is a |
member of the Committee will receive an additional $7,350 per annun.

Ad. ASC Pty Ltd: A Member who Is the thair of the Businass Assurance and Security (BAS) Committes
will receive an additional $14,120 per annum. A Member who is member of the BAS Committee will

receive an additional $7,056 per annum.

A5, Alrservices Australia: A member who Is appointed as Deputy Chair will receive an additional fee of
$7,350 per annum. ’

AG. Civil Aviation Safety Authority (CASA) Board: A member who is appointed a Deputy Chair will
receive $60,250 per annun.

A7. Commonwealth Sr;ientiﬁc and Industrial Research Organisation (CSIRO): An additional per -
diem payment of $811 shall be paid to membars of CSIRO who serve on the hoards of
subsidiaries/assaciated commercial enterprises.

AS8. Various: The Chair is entitled to Tier 1 travel arrangements. Members/Directors Aare entii':led to Tier 2

travel arrangements, - .

AD. Tourlsm Australia: A member who is appoinfed as Deputy Chalr will receive $59,190-per AT,

A10. Australian Institute for Teaching and School Leadership Lid (AITSL): The Deputy Chair will
receive $66,280 per annum. The Deputy Chair is entitled to Tier 1 Travel arrangements.

A1l. Innovation Australia: The Chalr and Members of the Innovation Australia Board shall only receive
remuneration for one Commilites.
A12. Food Standards Australia New Zealand: A Member who Is the Chalr of the Finance, Audit and

Risk Management (FARM) Committee will receive an additional $8,807 per annum. A Member who is
member of the FARM Committae will receive an additional $4,404 per annum.
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A13. Various: A member of the named body who is appointed as a Deputy Chair will receive $40,510
per annum. . -
Al4, Export Finance and Insurance Corporation (EFIC): A member who is the Chair of EFIC's
Alliance and Contingent Divestment Implementation Committee will receive an additional pro-rata

payment of $8,807 per annum. A member who is a member of EFIC’s Alliance and Contingent
Divestment Implementation Committee will receive an additionat pro-rata payment of $4,404 per annum.

A15. Various: A member of the named body who is appointed as a Deputy Chair will receive $30,110
per annum.
Al8, Screen Australia: A member who is appointed as a Deputy Chair will receive $2?,030 per annum. -

A member who Is chair of the Audit Committee will receive an additional $8,817 per annum. A member
who Is a member of the Audit Committe€ will receive an additional $4,409 per annurm.

. A17. Australian Institute of Marine Science: A member who is chair of the Audit Committee will .
receive an additional $8,807 per annum. A member who is a member of the Audit Committee will receive
an additional $4,404 par annum. : ‘

" A18. Nationa! Health Performance Autherjty: The ‘Deputy Chair will recelve $30,900 per annum,

A19. Varlous: A member of the named bedy who is appointed as a Deputy Chair will receive $20,740
PEF annum.

AZ20, Classification Review Board: A member who Is appeinted as a Deputy Convener will recelve
$794 per day. In addition, when the Deputy Convenor dcts-as Convenor, he or she will be entitled to the

remuneration and other conditions detarmined for the Convenor. ;

A21, Tuition Protection Service (TPS): The Advisory Board Chair will receive an additional $159 per
day until 30 June 2013. )

A22, Company Auditors and Liquidaters Disciplinary Board: The Deputy Chairman will recelve
41,109 per diem. .

'‘A23. Financial Reporting Panel: The Chair rate will apply to a member on any day.that the member

" chairs a Panel, )
A24, Tax Practitioners Boafd (TPB): The maximum fees payable each year to part-time Members of-
the Tax Practitioners Board are capped at 80% of the sum of the base salary payable each year to a full-
time Member. -
A25, Specialist Medical Review Council {SMRC): In addition to the relevant daily fee, the Convenor

will receive a retainer of $26,600 per annum. A councilfor who is appointed as a presiding councillor
under subsection 1962K(3) of the Veterans’ Entitlements Act 1986 will, In addition to the relevant daily

fee, receive aretainer of $17,930 per annum.

A26. Takeovers Panel: Daily fees are only payable for sitting days of takeover proceedings and for
Panel days. Remuneration for other business is by way of an annual fee of $19,400 for the Chairman and

$3,247 for the Members,

A27. Repatriation Madical Authority: Retalners of $53,130 for the Chalrperson and $35,410 for the
Members wiil be payable. '

A28. Defence Force Advocate: Fees payable for work done within 5.58T {(c) of the Dafence Act 1903

———striHe e ekt datty Tateas determined-for-sentor-counsel-in-the Australian Government
.Solicitor’s Commeoenweaith Policy on Counsel Fees, ’

A29. Migratioﬁ Review Tribunal: Members of the Migration Review Tribunal receive a daily fee for
seven hours work (which may be cumulative over several days).

A30. Refugea Review Tribunal: Members of the Refugee Review Tribuna] receive a daily feé fo

rseven
hours work {which may be cumulative over several days). .

A31. Gene Technology Committees: an Expert Adviser appolnted to either the Gene Technelogy
Technical Advisory Committee orthe Gene Technolegy Ethics and Community Consuitative Cpmmi’ttee

will recelve $681 per day and Is entitled to Tier 1 Travel.
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A32. National Film and Sound Archive: A member who is appointed as a Deputy Chair will receive
$681 per day, | :

A33. Seafarers Safety, Rehabilitation and Compeansation Authority: A member who is appointed as
a Deputy Chair will receive $828 per day. :
A34. Social Security Appealé Tribunal (SSAT): The maximum fees payable each year to part-time

SSAT Members are capped at 80% of the sum of the base salary determiried for full-time Senior
Members. A member who is qualified to practise as a medical practitioner shatl receive a minimurm annual ..

payment of ten times' the daily fee.

A35, Australian National Council on Drugs: A member who is appointed as a Deputy Chatrman will
recelve $743 per day. '
A36. Australian River Company: Mr E G Anson shall receive additional remuneration of $55,460 per

annum, on a pro-rata basis, for periods where he has the approval of the Board to perform executive
duties, A member who is appointed as a Deputy Chair will recelve $753 per day.

A37. Editorial Advisory Board: Subject to a minimum payment of $3,085 per annum. ‘

A38, Ministerial Advisory Committee on Blood Borne Viruses and Sexually Transmissible
infections (MACBBVSTI): Members appointed as organisational representatives, such as Federal '
Parliamentarians and State/Territory Officlals, will not receive the travel allowance determined for
MACBBVSTI Members if thay have an entitlement to travel allowance from a different SOUrCe.

A39, Military Rehabilitation and Compensation Commissien: Where a member has an entittement
to Tler 1 travel by virtue of a full-time appointment, that entitlement will also apply to this Office.

A40, Australian Curriculum Assessment and Reporting Authorlty (ACARA): The Deputy Chair will
receive $68,270 per annum, and is entitled to Tier 1 Travel. : .

A41. Examiner, Australian Crime Commission: The maximum amount an Examiner who Is paid by
way of dally fees can be paid In one year is $206,920.

A42, Australian Solar Institute (ASI): A director who is chair of the Audit and Risk Committee will
receive an additional $5,150 per annum. A member who is a member of the Audit and Risk Committee

will receive an additional $2,060 per annum.

A43. Murray-Darling Basin Authority: White Mr Craig Knowles occupies the office of Chair, he will
receive an annual fee of $67,400, .

A44, NBN Co Limited: A member who is appointed as Deputy Chair will recelve an additional fee of
-$62,410 per annum.. The Deputy Chair is entitled to Tier 1 Travel arrangements.

A45. Commonwealth Superannuation Corporation (CSC): The Director will receive $60,750 per‘
annum. )

A48, Independent Hospital Pricing Authdrity Cl'inica! Advisory Committee (IHPA CAC}); These
rates will apply until 3¢ September 2012.
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Table AZA - Specified offices — base and meeting fees and travel tier, (Rates are
effectiva from 1 July 2012 unless otherwise specified.)

General provisions relating to the following table:

The fees set out In Tablg A2A below are payable in accordance with the conditions of this-
Determination to the holders of the relevant office.

The additional clauses referred to in Column 4 are listed Immediately following the Table.

T Gl 7] Colamn 2 | Golumn3 | Golarn . | Golumn.
o QFfice/Authiority . - - B_aé"é fg'e Meetmg Addlt:onal: S -
T R < $ S fee " clauses- Travél -
_ . i e e |- aeplylng |- der T
Climate Change Authority - Chair 51,500 1000 2
Member .‘25,?50 : 800
Telecommunications Universat
Service Management Agency 41,200 . 800 A2A-1 2
(TUSMA) - . ‘ Chair )
Member 25,750 500
Road Safety Remuneration Tribunal
(RSRT) 35,050 500 1
National Water Commiission -
51,500 . 800 : 2
Chalr '
Commissioner 25,750 500
Clean Energy Regulator - Member 25,750 900 AZA-2 |
Independent Assessor - Special- .
Building Industry Powers 20,600 ) A2A-3 2
Woomera Prohibited Area Advisory ’
30
Board {WPAAB) - Independent Chair 10,300 800 | 2

ADDITIONAL CLAUSES TO TABLE A2A

A24/-1 Telecommunications Universal Service Management Agency'(TUSMA): The Chair will
receive an additional establishment loading of $15,000 per annum until 30 June 2013, °

A2A~2 Clean Energy Regulator: A maximum cap of 15 daily meeting fees will be paid each calendar
year. Meeting fees are not payable for any meetings wiich exceed this 15 meeting fee cap.

& 2R3 Independent-Assessor—=-Spectal Buitding-Indu séfy Powers-The-basefeeincludes
payment for the first. 20 full days of work, In any given financial year, where a day is an aggregate of at

. least 7 hours, after which a daily fee of $824 per day of work would apply,
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SCHEDULE BPROFESSIONAL COMMITTEES ~ HEALTH AND AGEING
PORTFOLIO -

Bi. The Offices In subclause B1.1 are defined as Professional Committees in the Health and '

Ageing Portfolio. As determined in Tabla A1A of Schedule A, the entitlements of these
committees are as follows. .

«  Chalr $900 per day -

v Member $681 per day

= Travel Tler 1 ’

Bi.1 Professional Committees

e Advisory Committee for Biologicals

e Advisory Committea on Chemicals Scheduling

o Advisory Committee on Complementary Medicines

s Advisory Committee on Medical Devices

s Advisory Committee on Medicines Scheduling

= Advisory Committee on Prescription Medicines

e AdVisory Comrmittee on Non-Prescription Medicines

e Advisory Committee on the Safety of Medical Devices

» Advisory Committee on the Safety of Medicines

o Australian Commission on Safety and Quality In Health Care — Expert Comimittees
« Medicare Pariicipation Review Committees

« National Aboriginal and Terres Strait Islander Health Equa!ity Coundil
« National Medicines Pollcy Committee

» National Pathology Accreditation Advisory Council

« Pathology Services Table Committee

s Pharmaceutical Services Committee of Inquiry

s Therapeutic Goods Committee
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SCHEDULE C - FEES AND ALLOWANCES FOR PRIMARY INDUSTRY
AUTHORITIES

General provisions relating to the following table:
» The fees set out in Table C1A below are payable in accordance with the conditions of this
Determination to the holders of the relevant office.
s In Columns 2 and 3:
o an "a” following the dollar amount s;gmﬁes an Annual Fee applies;
o a “'d” following the dollar armount signifies a Daily Fee applies.

¢ The additional clauses referred to in Column 4 are listed immaediately following the Table,

Table CiA ~ Primary Industry Authorities - fees and trave! tier. (Rates are effective

from 1 July 2012 unless otherwise spec:fled )

s Coldmnd 00 T L olumng-,‘j—.-‘. Cqumn3 CaIumn4 Column’
S AUthOr_ifleffice ST Cha!r $ Member$ Addltlonal B
o dUo e R : N - claiises .. Travel
R Y , NP co o T THEE
Australian Fisheries Management 65,270 a 32.830 |a ci 1
Authority Commission ! "~
Grains Research and Deve!opment 64,560 a 32,130 | a 2 1
Corporation .
Grape and Wine Research and 51,360 a| 29,370 |a 2
Development Corporaticn
Wine Australia Corporation © 51,360 a| 29,230 |a 2
Fisheries Research and ’ 51,360 al 29,230 |a 1
Development Corpoeration
Rural Industries Research and 51,360 ai 29,230 |a 3 1
Development Corporation : .
Cotton Research and Deveropment 40,510 a 20,740 | a 2
Corporation . .
Sugar Research and Development | 40,510 a 20,740 | a c4 S 2
Corporation '
Fishing Industry Policy Courncil 358720 2
820
Wheat Exports Australia 1,004 d 654 d 1
Wine Australia Corporation 8728 d . 1
Sefection Committee
Fisheries Research and 828 d - 1
Development Corporation .
Selection Committees
Commitiees of Research and‘ 681 d 606 d C5 2
Revelopment Corps ' ‘
Statutory Fishing Rights Allocation 681 d 606 d 2
-Review Panel .
Managemeni Advisory 2
Committeas, Australian Fisherles 606 d 418 d )

Management Authority
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ADDITIONAL CEAUSES TO SCHEDULE C

C1. Australian Fisheries Management Authority Commission: A member who Is appointed as a
Deputy Chair will recelve $32,830 per annum.

€2, Grains Research and Development Corporation: The Chalr of the Finance, Risk and Audit
Committee will receive an additional annual fee of $14,700; whilst a member of the same committee will

recelve an additional annual fee of $7,350..

C3. Rural Industries Research and Development Corporation: The Chair of the Audit Committee

will receive an additional annual fee of $8,897; whilst a member of the same Commmittee will receive an -

additional annual fee of $4,404.

€4, Sugar Research and Development Corporation: A Nan-executive Director who sits on of the
Audit Committee will receive an additional $8,807 per annum as Chalr of the Commitiee or $4,404 per

annurm as Mamber of the Committee.

C5. Research & Development Corps: This entry refers to committees established under the Primary
Industries and Energy Research and Development Act 1989.
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SCHEDULE D - FEES AND ALLOWANCES FOR TORRES STRAIT
REGIONAL AUTHORITY

General Provisions relating te the following table:

D1. Fees: The fees set out In Table D1A below are payable'in accordance with this
Determination fo the holders of the relevant office.
D2. Aggregated hours: The office-holders specified in this Schedule shall be paid in
.accordance with the following conditions:
for formal meetings and/or business of the authorrty aggregating 6 hours ar more on

(a)

(b)

()
(d)

any one day - 100% of the daily feg;

for formal meetings and/or business of the authority aggregatmg 3 hours ar more but
less than 6 hours on ary one day ~ 60% of the daily fee; -
for formal meetings and/or business of the authority aggregating less than 3 hours on <

any one day — 40% of the daily fee; and

eligibility for each payment shall be certifled by the chairperson or nominated presiding

officer and in so certlfylng the chairperson may have regard to reasonable travelling

time incurred by an office holder away from the metropolitan area of the capital city or
the environs of the town in which the office holder lives. :

Table D1A -Torres Strait Regional Authority ~ fees and travel tier. (Rates are
effective from 1 July 2012 unless otherwise specified).

-Office - Daily feg - Travel
' ’ Tler
) _ Chair Deputy Chair.| Member
Torres Strait Regional Authority (TSRA) . - $564 $418 2
TSRA ~ Member Advisory Committees - - $418 2
20
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SCHEDULE E — FEES AND ALLOWANCES FOR AB@RIGINAL LAND

COUNCILS

Ganeral Provisions relating to the following table: -

Fees: The fees set out in Table E1A below are payable In accordance with this

Determination to the helders of the relevant office.

Table E1A - Holders of Public Offices in Abongmal Land Councils. (Rates ai'e effectlve
from 1 July 2612 unless otherwise specified.)

MORTHERN LAND COUNCIL

Chairman _ -

If engaged part-time on the functions and .

duties of tha office 631 | Daily, maximum one per day 2

Member ' _

if engaged on general Council business 272 Daily, maximum cne per day

if engaged on business of the executive 388 Daily, maximum ane per day

CENTRAL LAND COUNCIL .

Chairman

If engaged part- tame on the functions and

duties of the office 681 Daily, maximum one per day 2
.| Member '

it engaged on ‘general Council business 272 Daily,' maximum one per day 2

if engaged on business of the executive 338 Daily, maximum one per day

TIWI LAND COUNCIL ' _

Chairman 52,080 | Annual fee 2

Deputy Chairman ' 29,370 | Annual fee

Member, Management Commitice 29,370 | Annual fee

ANINDILYAKWA LAND COUNCIL

Chairman .

If engaged part-time on the functlons and . o

dutles of the office 598 Daily, maximum one per day

Member 272 Daily, maximum one per day 2

Signed this 19" day of June 2012,

L

I e

6 John C Conde AO
PRESIDENT
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John B Prescott AC
MEMBER .
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9

Jillian Segdl AM
MEMBER
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Finance Circular
No. 2008/03

To all Commonwealth authorities and wholly-owned Commonwealth companies
under the Commonwealth Authorities and Companies Act 1997 and Departments

of State

Audit committees for Commonwealth authorities and wholly-
owned Commonwealth companies

Purpose

To assist Commonwealth authorities and wholly-owned Commonwealth companies under the
Commonwealth Authorities and Companies Act 1997 (CAC Act) to comply with regulations
prescribing the composition of their audit committees.

The arrangements set out in this Finance Circular becore effective on 1 January 2009. Wherever
feasible, early adoption of the arrangements is encouraged.

| Target Audience

"This Circular is directly relevant to directors, senior managers, chief financial officers and members of
audit committees of Commonwealth authorities and wholly-owned Commontvealth companies
(relevant CAC Act bodies). It is also relevant for officials in Departments of State who support

Mimisters with their responsibilities for relevant CAC Act bodies,

Key Points |

1. The CAC Act provides that all relevant CAC Act bodies must establish and maintain an audit
cormittee with functions that include: )
®  helping the body and its directors to comply with obligations under the CAC Act (and the
Corporations Act 2001 for wholly-owned Commonwealth companies); and '

e providing a forum for communication between the directors, the senior managers of the body

and the internal and external auditors of the body.!

" CAC Adt, section 32 (Commonwealth authbn'ties) and 44 (wholly-owned Commonwealth companies).
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2. Inaddition to the above stated functions, audit committees may undertake a mumber of other
fimctions, including, for example, providing an accountability mechanism for the directors of
relevant CAC Act bodies on the performance of management, '

3. Subsections 32(2) and 44(2) of the CAC Act, in relation to Commonwealth authorities and
wholly-owned Commonwealth companies respectively, provide that if regulations state how the
audit committee is to be constituted, the committee must be constituted in accordance with the

regulations.

4. Regulation 6A of the Commonwealth Authorities and Companies Regulations 1997
(CAC Regulations) prescribes the composition of audit committees for Commonwealii

. authorities, Regulation 6B prescribes the composition of andit comnittees for wholly-owned
Commonwealth companies (refer Attachment A), Regulations 6A and 6B (the regulations)
commence on 1 January 2009, and relevant CAC Act bodies should ensure that their audit
committees are constituted in accordance with the regulations before the commencement date,

unless an exemption has been provided (refer paragraph 17).

Background

3. Aneffective audit commiitee contributes to strong andit and governance arrangements. There
has been an increased recognition of the importance of audit committees in both the public and
private sectors, and publications and standards discussing audit committee arrangements have
been released by a number of bodies, including the Australian National Audit Office (ANAO),”
the Australian Securities Exchangs,” the Australian Institute of Company Directors,* the
Australian Prudential Regulation Authority” and Standards Australia.” The Review of the
Corporate Governance of Statutory Authorities and Office Holders also discusses governance

arrangerents for audit committees.’

6. The regulations aim to ensure that relevant CAC Act bodies establish appropriately constituted
audit committees, taking into account the goveinance arrangements for these bodies in the public
sector. This is consistent with other initiatives to improve the governance arrangements of CAC
Act bodigs (refer, for example, to the reporting requirernents on compliance and financial
sustainability described in Finance Circula}tr 2006/11: Compliance Reporting — CAC dct Bodies).

7. The regulations do not apply to Commonwealth companies that are partly-owned by the

. Commonwealth (that is, are not ‘wholly-owned’ for the purposes of the CAC Act). Nor do the
regulations apply to other companies in which the Ausiralian Government is mvolved, but are not
Commonwealth companies under the CAC Act (that is, there is insufficient control by the
Commonwealth for them to be a Commonwealth company). However, Departments of State

2 ANAQ, Public SecfofAudit Commitlees; Betfer Practice Guide, 2005 (ANAO Audit Committees Bettsr Practice

Guide) and ANAO, Public Sector Intemal Audit: Better Practice Guide, 2007. .
ASX Corporate Governance Council, Corporate Govemance Priniciples and Rpr‘nmmpndaifon.gj_zn_dgdl_ggg?—.———w_

{ASX Guidelings). )
;‘Australian insfitute of Company Direclors, Audit Commiitees: A Guide fo Good Practice, 2008,

Australian Prudential Regulatory Authority, Prudential Standard APS §10, May 2006 (APS 510).
8 Standards Australia Intemnational, AS 8000-2003 Good Governance Principles, 2003,
" Ui g J, Review of the Corporate Governance of Slatutery Authotities and Office Holders, June 2003

(Uhrig Review). -
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supporting the Minister responsible for these bodies may wish to bring this Finance Circular to the
attention of these bodies when contemplating the constitution of their audit committees. -

‘Composition of Audit Committees

8. The regulations prescribe the base requirements for the c01np051t10n of audit committees of
CAC Act bodies.

9. The regulations provide:
o The chair of the committes must not be the chair of the body.®

® The chair of the committee must also not be an executive director of the body® but
committee may include one person who is an executive director of the body.

o The committee nust have at least three members.’®

» No senior managers or other employees of the body, other than a single executive director,
may be members of the committee,

o The quorum for meetings of the cornmittee is the greater of two persons or a majority of
the committee.

10. The regulations allow relevant CAC Act bodies to appoint a single executive director to the
audit committee. An executive director is someone who is both a director and a senior
manager/employee of the body. This provision is intended to take into account the differences in
the size and structure of relevant CAC Act bodies, and allow for circumstances where it may not
be practical for a relevant CAC Act body to constitute an audit committee consisting of only non-
executive directors and/or external members. However, wherever feasible, relevant CAC Act
bodies should consider excluding executive directors from membership of their audit commitiee,

11. The regulations do not exclude employees and senior managers, or persons external to the
CAC Act body, from being asked to attend meetings of the audit commities if their mputis

required on specific agenda items.

12. Relevant CAC Act bodies have the ability to build upon these requirements to constitute an
audit committee that suits their particular size and operations. That is, the regulations provide a

minimum standard rather than a set standard.

External Members of Audit Committees

13. The regulations recognise that relevant CAC Act bodies may appoint external members to
audit commitiees. External members can provide valuable expertise and independent judgement to

audit committees.

14..1f an external member to the audit committee is engaged, relevant CAC Act bodies should
consider the contractual basis for engagement and how the obligations and responsibilities of

® Refer ANAO Audit Commitices Better Practice GLude Part 1, p. 17; Uhrig Review, p. 97; and APS 510, p. 7,
para 36,

Refer ANAO Audit Commitiees Belter Practlce Guide, Part 1, p. 18.
Refer ASX Guidelines, Recommendation 4. 2, p.25and APS 510, p. 7, para 34.

't Réfer ASX Guidelines, Recommendation 4. 2, p. 25,
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exfernal members of audit committees will be set out, including obligations relating to use of
information. : ) . i L

15. When appointing an external member to the audit committee, relevant CAC Act bodies should
also consider the insurance and indemmity arrangements that will apply to external members. CAC
Act bodies that are classified in the general government sector, should contact Comcover to
discuss these arrangements on telephone 1800 651 540 or email COMCOVeT(@Ccomeover.colm.al.

Audit Committee Arrangements in Small Entities and Other Bodies

16. The ANAO Public Sector Audit Committees: Better Practice Guide provides suggestions

. which may assist small entities to deal with potential issues involved in establishing a viable and
effective audit committee. The guide suggesis that ‘there miay be merit in these entities exploring

ways of entering into contractual or cooperative arrangements with other entities within their

porifolio to meet, in a cost-effective way, their legislative obligation to establish an Audit .

Committee.” For example, this may be achieved through sharing arrangements with other bodies

of a similar nature,

Exempﬁons to the Audit Committee Requirements

17. If a relevant CAC Act body considers that it will need an exemption fron1 some or all of the
requirements of the regulations, a request will need to be made to the Minister for Finance and

Deregulation (Finance Minister) from the responsible Minister for that body.

18. 1f the Finance Minister suppoits an exemption in full or part, the Finance Minister can reqnest
that the Governor-General amend the CAC Regulations to exempt the CAC Act body from all or

any aspect of the audit committee requirements.

19. Before seeking an exemption from the regulations, relevant CAC Act bodies should contact
‘the Department of Finance and Deregulation (Finance) and the relevant Department of State to

discuss their situation.

Gompliancé Report : ‘
20, In the absence of an exemption, if a relevant CAC Actbody in the general government sector
fails to establish and maintain an audit committee in accordance with the regulations, it will need to
report this, with an explanation, in ifs annual compliance report (refer to Firiance Circular 2006/11:
Compliance Reporting — CAC Act Bodies). : :

Other Issues to Gonsider

21. While the regulations set a base standard for the composition of audit committees for relevant
CAC Act bodies, there are many other aspects to the operations and functions of audit committees
that will require consideration. Relevant CAC Act bodies are responsible for the effectiveness of
their audit committee and in determining the commitfee’s operations and functions.

"2 Refer ANAO Audit Committees Better Practice Guide, Part 1, p..30.
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22. In meeting these responsibilities, relevant CAC bodies may wish to con31der a wide range of
issues, including: - ) :

e Independence: Whether the audit commlttee 1s constituted with the lnghest practical decrl ee
of independence from management influence.'

o Skills and Experiences of Members: Whether appointed members are financially literate,
and whether at least one meniber has relevant financial qﬁaliﬁcatious and experienc'e (such
as a qualified accountant or another finance professional with experience in financial and
accouniing matters). . _

o Orientation and Ongoing Development: Whether appropriate orientation and ongoing
professional development opportunities are provided to all members. _

® Tenure: Whether members of the audit comunittee have been appointed for an appropriate
temure. The ANAO indicates that generally, an individual’s tenure on the audit committes
would be two or three years, with the option for reappoiniment for a further tern. ™

® Adopting a Charter: Whether the committee has a charter that sets out the operations of the
committes, including how the conumittee will report to directors of the CAC Act body, and
the resources, including external resources, which will be available to i, -

e Frequency of meeting: Whether the frequency of andit committes meetings is sufficient to
enable it to undertake its role effectively. The ANAO indicates that audit committees should
meet at least four meetings a year.”” However, this could differ, depending on the size and
scope of the operations of the body.

o Quorum Requirements: The regulations provide that the quornm for meetings of the
commitiee is the greater of two persons or a majority of the committee. This is, however, &
minimum, and CAC Act bodies may detelmme a higher quornm requirement, for example,
of at least three memibers.

e Assessment Process: Whether there is a system to assess the perfounauce of the audit
commitfee. Where relevant, this may be part of a whole of board assessment process.

23. For further discussion of thesé issues, refer to the publications mentioned in paragraph 5.

Contacis

If you have any questions or comments about this Circular, please contact Legislative Review
Branch at LRB@finance.gov.au or visit our website at www.finance.gov.au. :

Mike Loudon
Division Manager
Financial Framework D1v151011

23 May 2008

'3 For further discussion on the issue of independence, refer fo lan Ramsay, Independence of Australian
CompanyAudfiors Commonwealth of Australia, October 2001 (Ramsay Report), p. 86.

4 ANAO Audit Committees Better Practice Guide, p. 18,
5 ANAO Audit Committees Better Practice Gulde, Part 1, p. 28,
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Attachment A

Commonwealth Authorities and C'ompanies Regulations regarding the
compaosition of audit commitiees

6A Audit commitiees for Commonwealth authorities (Act, s 32).

(1) For subsection 32 (2) of the Act, the audit committee of a Commonwealth authority isto be
constituted as follows: : .

(a) the chair of the committee must be a person other than:
(i) the chair of the authority; or
(ii) an executive director of the authority;
(b) the committee:
(i) must be made up of at least 3 persons; and _ _
(ii) may include only I person who is an execntive director of the authority; and

(iif) must not include senior managers or employees of the authority other than
the executive director mentioned in subparagraph (ii).

(2) To avoid doubt, a committee may include persons who are not directors of the authority.

Note The chair of the committee may, for example, be a non-executive director (other than the chair of the
authority) or an external appointee of the authority.

(3) The quorum for meetings of the committee Is:
{(a) 2 persons; or

(b) if the majority of the committee is greater than 2 persons — that number of persons.

6B Audit committees for wholly-owned Commonwealth companies (Act, s 44)

(1) For subsection 44 (2) of the Act, the audit committee of a wholly-owned Commonwealth
company is to be constitnted as follows: .

(a) the chair of the committee must be a person other than:
(1) the chair of the company; or '
(ii) an executive director of the company;
(b) the committee: .
(i) must be made up of at least 3 persons; and
(i) may include only’] person who is an executive director of the company; and

(iif) must not include senior imanagers or ernployees of the company other than
the executive director mentioned in subparagraph (if).

(2) To avoid doubt, a committee may include persons who are not directors of the company.

Note The chair of the committes may, for example, be a non-executive director (other than the chair of fhe

authority) or an-external appeintee of the company:

(3) The quorum for meetings of the committee is:
(a) 2 persons; or

(b) if the majority of the commiittee is greater than 2 persons — that number of persons,

Page 6 of6 Finance Circular 2008/{53
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Foreword

Audit Committees have an important role in the governance framework of entitles! by providing
an independent source of assurance and advice to Chief Executives/Boards.? A distinguishing
feature of an Audit Committee within an entity’s governance framework is its Independence and
objectivity, as Audit Commiitees do not undertake management responsibiflties and are not a
substitute for entlity management cenfrols and accountabilities.

Better practice entities recognisa the benefits of an Audit Comimittee with membears who have a
broad range of skills and experience who can independently review and advise on key aspects
of an entily’s operaticns including its: governarce arrangemants; risk managemerit framework;
internal control and cornpliance frameworks; and financial statement responsibifities.

This Guide updates and replaces the Australian National Audit Office’s (ANAQ) 2005 Public Sector
Audit Comimittees Belter Practice Guide. While many of the principles and practices remaln the
same, this Gulde Incorporates a number of enhancements, These include a discussion on: a
committee’s responsibiities in relatlon to risk management and other porifolio entities; the
benefils of perlodically engaging with the eniity Chief Executive/Board, including in relation to
the committee’s responsibilities for reviewing high risk programs and projects; the qualities of
Audit Cormmittee Chalrs and members; the establishment of sub-committees; and the benefits of
the committee preparing an assurance map to assist in identifying gaps in an entity's assurance
framework. The Gulde includes a number of new and updated checklists for uss by both ths

cormmittee and entity management.

The Guide also reflects the requirements of Financlal Management and Accountability Regulation
220, Audit committess that took effect on 1 July 2011, -

i

- The aim of the Guide is to provide guidance on the operation of the Audit Committees of public
sector entities operating under both the Financial Management and Accountability Act 1997
and the Gommonwealth Authorities and Companies Act 1997, As with all of the ANAQ's Betier
Practice Guides, sach entity Is encouraged to use the Guide to identify, and apply, better praotfce

principles and praclices that are taflored to its particular circumnstances.

The Guide discusses a range of functions and responsibilities, grouped under nine broad areas,
that are appropriate for an Audit Committee. Within this broad set of responsibilities, itis important
that each committee, in consultation with the Chief Executive/Board, decide those aspects thatt

the committee will give priority to and particulary focus on.

The Guide is intended as a reference document for Chief Executives, Beards, members of Audit
Cornmittees and senior managers with responsibllity for Audit Committee activities, and complements
the ANAO's Better Practice Guide Public Sector Intemal Audit issued in Septermber 2007,

lan McPhée - )
Auditor-General ' '

in this Guide the ferm ‘entity’ applies to all organlsations subject 1o the Financial Management and Accountability Act 1997
and the Commenweaith Aulhorities and Companies Act 1997,

There is a range of different governance structures within FMA and CAG entities depending upon the entity's particuiar
enabling legistation or other instrument of appointment. For the purpose of this Guide, the term ‘Chisf Executive’ Is used for
snlities whare responsibility and accountability rests with an individual such as Is the case for most FMA enttiés), The term
‘Board’ is used for those entities whera thers Is a collective responsibility and accountability for the operation of the enfity.

Foraword
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‘Better practice attributes of
Audit Committees

A better practloe Audit Commlttee IS distingmshed
by the followmg attrrbutes* SRR IR

' Has a olearly documented charter that has been determmed havrng regard
to re!evant legtslatrve requrrements and the ent;tys broader corporate -
governance framework; includes the commiltiea's. responsnbmtlee! and is
‘ approved by thie Chief Exeoutlve/Board - :

Possesses broad business, ﬂnanoral management and publto sector_ :
" experience and expertrse ’

Has a sound working refationship W|th the Chlet Executrve/Board

Is ableto exerciss discretionin determining how _bestto meetits responsipitittes,_ B

Adopts an independent perspective and appreciates the separation of
. manageroent and Audit Committee responsibilities

s knowledgeable about the entity’s operations, particularly the entity's risks -
and the arrangements In place for the management of these risks. ’

s chalred by-a person wh Is able to lead discussions, encourage the:_ _
partrcrpatron of other members and conduct meetlngs Inan effeetrve manner :

_Encourages and marnta:ns an open and construotzve dratogue wrth semor )
management lnternal and exterrial audit, and other oommrttees ~

- -'Etfeotlvely plane its aotrvrtres 1o meet lts respons:bttrtfes, focuses on the_ .
iportant | lesties and nsks is. forward- lookrng, ‘gnd adopts a. contmuous_; o
improvement approaoh in |ts rnteractzon Wrth entlty management '

; -Monrtors the rmplementatlon of reoommendatrons made by mternal and- "}
= -.external audrt and other review aetrvmes L

A Ensures rnternai audlt coverage is atrgned wrth the entrtys nsks is. en"' :

’ approprrate mix of pertomtanoe and oomphanoe audrts and rncrudes d focus :

on the areas of greatest risk. -

: Recezves an approprrate lovel of support and prowdes commlttee members'
s sufﬁcrent opportunmes to keep abreast of key devefopments in the entity and '
the publlc seetor generauy -
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Introduction

Audit Committees play an important role in the governance framework of entities in both
the public and private sectors. They are recognised as a valuable provider of independent
assurance and advice on the entity’s operations to the Chief Executive/Board of Ditectors
(Board). They also provide independent assurance and advice fo senicr managernent and
management committess to improve business performance.

Audit Cofnmittees do not displace or change the management accountability arrangemenis
within entities, but enhance the existing governance framewaork, risk management practices,
and controf environment, by providing independent assurance and advice on key elements of

an entity's operations. ‘

Each public sector entity is different and each has its own particular governance framework,

risk and conirof structures and supporting policies and processes. As such, the precise role

each Audit Committee undertakes should be datermined within the context of each entily’s
. governance framework and cther assurance mechanisms In place.

The ANAQ has not attempted to establish one model that all entitles should adopt Rather,
this Guide outlines a range of principles and practices that are applicable to a better practice

Auadit Committee.

1.1 Application of the Guide

The principles and practicas outlined in this Guide are generally applicable fo all public sector
entities, irrespective of the particular governance model adopted by each entity. A further
discusslon of the Guide's application and the terminclogy used is set out In Appendix 1.

1.2 Structure of the Guide

Part 1 of the Guide outiines the better practice principles and practices necessary to establish
and effectively operate an Audit Committee in the public sector. Part 2 provides amodel charter
for a Financial Management and Accountabilify Act 1997 (FMA) agency and a Commonwealth
Authorities and Companies Act 1997 (CAC) body. In Part 3, checklists and other material ara

provided, which Audit Committees are encouraged, to tallor and use to assist in thelr effective

operation.

© Adit

Committees
provide .
independent
assurance and
advice to Ghief |
Exesutives/
Boards, senior
management
and _
management-

" comniiitees.

1.3 Acknowledgements

Ti_we ANAC would like to exprass its appraciation to the entities and their staff and Individual
Audit Committee members that assisted with the Guide’s update, elther by their contribution
of better practice examples and ideas and/or by providing vailiable feedback as the Guide

was updated.

Chapter 1 - Introduction
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‘The Audit Committee’s functions
" and responsibi rr—rre

In determining the responsibilities of an audit cormmittes, the Chief Exgcutive of FMA agencies
must cormply with the requirements of the FMA Act and Regulations,? and the Board of GAC
entities must comply with the CAC Act and Regulations.*

As outlined in FMA regulation 22C (5), the Chisf Executive may add to, or vary, the functions
of an FMA Audit Commiites {as outlined in Regulation 22G (4} ) having regard to:

(8) the agency's governance framework and assurance mechanisms; and

(b) the key risks to the agency, including the risks relating to program deﬁvéry and
implementation.

When the Chief Executive decides to vary the functions of the audit committee, his or her
decision should be documented, and the full functions of the committes set out in its charter.

It is expected that the Chief Executive would seek advice from the Audit Committea on the
committee's functions, Including the rationale for recommending any substantial variation
from those outlined in FMA Regulation 22G(4).

In CAG entitles, the Board would be expected to take into account the foﬂowrng factors
determrn;ng the Audit Commitiee’s functions: -

s the entity’s governance arrangements, including other mechanisms that provrde
assurance to the Chief Executive/Board about the entity’s ri rsks and operations;

»  the entity’s business risks, and the extent to which it is expected thai the committes wil
provide independe_nt assurance over the managerment of these risks; and

s input from key stakeholders, including the Chief Executive.

The Audit Commitee’s responsibilites will also be affected by whether the entity has
cstablished a séparate committee(s) to undertake particular responsibiliies, for example --%A“d't

-~ a sk, ‘fraud’ or 'sectrity’ commitiee. In such cases the Chief Executive/Board should - Cnmm:ﬁees
determine whether the Audit Committee's role will iriclude a review role in refation to the haire afocused
" activities of these commrttees : . - “'”"" L P‘D"’d'ﬂg
' ) ' . .,fndependent
The Audft Comrnrttee should not be seen as a 'catch-all or default’ committee tasked wr’ch a assumnce
range of ad hoc responsrbrlrtres, but as a committee that has a key, focused rola in provrdrng A the Chief
rndependent assurance that assrsts the Chief Executive/Board to-discharge thelr respective Exec}uﬁ'\rg/ )
. Board,

responsibilities.

As such, a better, praotroe Audit Committee Is one that is able to perform its core responsrbllftres
well, rather than one that is tasked with such a bread range of responsibiities that It Is ‘unable
to give sufficient attention to those Issties on which the Chief Executive/Board is relying on the

comrmities to provide Independent assurance.

3 Sectlon 46 of the FMA Act and FMA Regulation 22C are reproduced in Appendix 2 at pages 51 to 54,
4 Section 32 of the CAC Act and the CAC Regulation 8A ars reproduced In Appendix 2 at pages 54 to 56.
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The Chief
Exebuﬁve/
* Board wilt

gén‘eraﬂy seak

* assurance
fmm the Audtt -
Commrﬁee}

) that rfsk -
managemen_t »
aranyeimdnts
 are appropriate
. Gpératiiially |
. effedte,

Audit Gommiitiee functions and responsibilities

Tha functions and responsibilities of a better practice Audit Commi ttee will generally ke 1o
provide independent assurance and advice in the following areas:

o rigk management,

+ internal cdntrol;

o financial sﬁatements;

*  compliance requirements;
a | internal audi;

o gxternal audit; and

o other relevant funciions including review of an entity's governance arrangements®;
performance framework; relevant parfiamentary committee reperts and recommendations;

and portfolio responsibilities.

In total, these represent & broad set of functions and responsibilities. it is therefore important
that each commitiee, in consultation with the Chief Executive/Board, decide those aspsects of
an entity’s operatlons that the cormmittes will give priority to and particularly focus on.

2.1 Risk management

Risk management Is the culture, processes and structures that are directed towards realising

‘potential opportunities while managing adverse effects.® Risk management Is an sssential

part of effective corporate governance. Althouigh ultimate accountahility for the management
of risk remains with the Chief Exscutive/Board, the Chief Fxecutive/Board will generally seek
assurance from the Audit Commitiee that managernent has in place policies and arrangernents
dasigned to demonstrate that the operation of an entity’s risk management arrangements are
appropriate and operationally effective. This assurance role can extend to assisting the overall
alignment and integratic;n of riskc management plans and the integration of risk management
into business planning and program implementation activities, Better practice committess wil
also generally have a key role in providing assurance that management has in place effective
risk management practices when implementing high risk projects, programs and/or activities.

5  For FMA agencies, see FMA requlation 22C{4) (a).
6  Standards Australia AS/NZS 1SG 3100:2009 Risk Management - Principles and Gufdelfnes, 16 October 2009, Available

at <http:/Anfostore.saiglobalcom/storas.

Better Practice Guide | Public Sector Audit Comimittees




Where the Chief Executive/Board agress that the Audit Committes will have an assurance rols
in refation to individual projects, programs or activities, it is important that the committee’s role
is formahsed andincluded in the governance arrangem ents for the project, program or activity.

Review of an entity's management of fraud risks Is generally underfeken as an integral part
of an Audit Committee’s risk management responsibiliies.  An Audit Committee can play a
key role In securing awareness that fraud control interacts and links with other governance
frameworks acrass the entity. This is consistent with the Commonwealth Fraud Control
Guidelinas, which indicate that ‘Fraud risk should not be looked at in isclation from the general
business of the agency but should be considdred as an ‘aspect of the agency’s broader risk
assessment processes, including the agency's security risk assessment.” -

An Audrt Commﬁtees reeponabmtrea in relaﬂon 0} nsk management Wwotlid generally be to

§

: s rev:ew whether management has In place a ourrent and comprehenelve enterpnse
1 risk management framework and assocnated proceduree deagned to ensure fhat the

f ldenttﬁcation and management of the entltys busmeea and financial nsks lnc!udmg

i ) - L .

|

. fraud are effecttve _
° where agreed by the Chref Executwe/Board determrne whether a sotind and etfeotlve

* approach has been foﬂowed in managing the entiti’s major | Hsks meludrng thoae
.associated with individual prolects, program Implementatron and activities;

* assess the lmpact of the entrtye enterpnee nsk management framewerk on its control
environment and i rnsuranoe arrangements : -

e determ ine whether a sound and erfectlve approaoh has been followed in establlehmg‘
; the entltye busineea contlnwty plannlng arrang: 'ments, tncludlng whether business
- eontrnuty and disaster recoven/ ptane have been penodlcaily Updated and tested '

‘o 'rewew the ent:tys fraud control arrangements and satlsfy lteelfthe entlty hae appropnate
processes or’ systeme Jn ptace te Capture and effectuvaly lnveetrgate fraud retated

.lnformanon and

B *review reporta on fraud from the entrtye Fraud Manager that outlme any ldentlﬁed
'ailegatrons of fraud, the statua of any ongelng fnveetfgatzona and any changee to-
_ldentmed fraud nsk in %he entrty e ; Lo i J

FPart 3 includes commitiee and management checkiisis in refation 1o risk management fraud conlrof
{pagas 77 fo 84). . '

ltis 't'mportant

that the Audit
Committea fully
undarstands
the Chief
Exactiive/
Board’s

' approach to the ‘

management of
rlsks

¥ 'ANAD Better Praclica Guida FAraud Conlrol In Ausirafian Government Entitias, 2011, Section 8.4.1,
Commonwesiti? Fraud Conirof Guidelines, Attorney General's Department, Canberra 2011, para 6.2,

9 AS/NZS (SO 3100:2009 Risk Management - Frinciples and Guldelines defines a rlsk management frameworls as "a set
of comgonents that provide the foundaticns and orgarisational arrangaments for daagmng, implementing, monitering,
reviewing and continually improving risk management throughout the organisation,'

10 In exercising these responsibilities In particular, it is important that the committee’s responsibiiities be determined at
the commencement of the prograrn ar activity, In consuitation with thosa with fina management responsibility for the

pregram or ectivily,
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2.2 lnierna_l control

The Audit Committee will generally be responsible for reviewing the adequacy of the entity's
internal control environmeant to provide assurance that the entity's key controls are designed
approprigtely and are operating as intended. In fulfiling this responsibility, the committee could
be expected to obtain information from management and also from Internal and -external
. 7. auditon the design and operation of key financial controls and assurance processes. 1o do
Lo At s effectively, Audit Committees are expected to have a good understanding of the entity's
Committess :  mternal control framework, Including the entity's Chief Executivé's Instructions or equivalent,
are expected . and mechanisms in place to periodically assess cornphance with the - entity’s financial
fohavéagood management responsibitities.
uncferstandmg
of the entity S
internaf contral .
framework, An Audit Committeé's responexbmtlee in relatron to’an entitys Internal controls ‘would
genera[ly be fo! . . .

e review. whether managements epproeoh to mamtaln ing an eﬁeotwe mternal control
framework moludrng over externel pemes such ee contractors, is sound ehd effective;

® jeview whether rnanagement has in place relevant policies and procedures, including
Chief Executive’s Instructions or thelr equwalent and thet these are penodioaﬂy reviewed

¢ and updated :
e determine whether appropriate processes drain place to perlodroally assess oomphenoe
with fegislation and key polfcies

te revsew whether appropnate pohcree and. supportmg prooedures are in place for the
management and exerolse of complanc:e internal policy, and defegatlons requrrements

a ooneder how manegemeni ldentn'res any requrred chengee to the deelgn or
implementa’uon of f<ey mternel conirole, and T .

° - 35055 whether menegement has taken eteps to embed a oulture whroh is comml’fted to

tethsoel and Ie.wful behav!our R S o o

The review of
the entity's ,
- finaricial
statements i . Part 3 includes a commifz‘ee and management checkifst in refation to an em‘/tys infernal cantml mages
T ‘@n.jmpg&_ant - 5610 801, .
responsibility
- pf all Audit -- . . .
Coifinltess. - 2.3 Financial statements

_ The review by the Audit Committee of the entity’s financial statements and advising the Chief
Executive/Board on the results of the comimittes’s review is an Imporiant respensibility of all

Audit Committees,

To be able to perform this role effectively, it is important that the Audit Commiites is advised,

o an ongoing basis throughout the vear (and Tot just at yearend) of sigrificantfestes et —
may affect the financial statements. This weuld include accounting and financial. reporting
lasues identiied by management, intemal audit or external audit. Where such matters are
ideniified, the Audit Committes should seek assurance from management that the issues

11 Internal control can be defined as 'the process designad, implemented and maintained by the entity o provida
reasonable assuranca about the achievement of an entity's objactivas with regard fo relfability of financlal reporting,
affectiveness and efficiency of operations, and compliance with applicable laws end regulations. The term ‘controls'
refers o any aspects of one o more of the components of internal control,’ (Adapted from the definition of 'Internal
Control' Included in Australian Auditing Standard ASA 315 Identifving and Assessing the Risic of Materlal Misstatement

Through Understanding the Eniify Audit Envirenment )
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are belng adequately addressed in a timely manner so that, 1o the extent possible, they do
not impact adversely on the entity's ability 1o prepare its financial statements 1o the required

standard and within the agreed tlmeframe The timely consideration of any such issues wil

help engender a policy of 'no surprises’.

There can often be benefits in an Audit Committee establishing a financial statements sub-
commiitee to assist it in meeting its financial statement responsibifities. Such a sub-committea
is able to dedicate time to Interacting with managemnent on the planning for, and preparation of,

an entity’s financial statements,. including being satisfled with the resolution of any significant -

issues that may affect the timely completion of the preparation and audit of the statements,
Howsver, the use of a financlal statements sub-commitiee doés not abrogate the Audit
Committes's responsibilitles, and the Audit Committee should specify the sub-commitiee’s

" reporting errangemente to the full committes,

The judgement In ASIC v Healy & Ors [2011] FCA'717 (the Gentro Caee) highlighted the
responsibilities that directors have in relation to a company’s financlal staternents, including
the extent to which directors are entitled to rely on specialist aclvice-and others in discharging
their duties. The general principles coverad by the judgement have application to the directors
of CAC eniities; and FMA agencies where the Chief Exeeutlve Is fasponsible for slgning the

agency's financial etatemente

Inthe light of thls judgement, it, woufd ee prudent for all Audiit Commrttees'to review thelr own
arrangements for reviewing an entity's financial statements and the processes, including the

timeframes involved, in providing advice to the Chief Executive/Board oh the results of their

review,

I An Audrt Commrtteee reeponelbliltles ln retat;on to the entutys fmancsal statements weuld
= generetly be to L . e .
a rewew the t" nendal etatemente end provrde advzoe to the Ghzef Executrve/
Board (ncludlng whether appropnate action hee been taken In_response. to. audrt
recommendatrone and ad}uetments)12 and recommend ergnmg ef the etatements by
L the Chtef Executzve/Chaw of the Boer 13, - : : Lo

f

s, satrefy lteeif en the adequacy ot key Jnterna! contro!s and thesr operatfon, and that
the ﬂnandal statements are: eupported by eppropnate management s;gn otf on the
etatemente end e e R o

i
- N
L o revnew the processee in p!ace deelgned to ensure thet fi nenctal mtorrnatlon mcfuded ln
! the ent|tye ennuaf Teportis conemtent w1th the ergned frneneial etetemente )

Fart3 inc/udes acommitise and management checklist in relation to fhe financlal sta:emenrs mages 91ty 97) .

Tneré can often
bebenefits

in an Audit
Committee
establishing

a financial
statements
sub-committee
to assist it

"in mesting

its financial
statement
responsibilities.

<4 Compliance requirerments

Reviewing the effectiveness of how an entity is monitoring its compliance with relevant
legistation, regulations and assoclated government policies is genarally an established functlon

of Audit Committees.

12 FMA Regulatlon 22(3(4) provides for the Audit Committes to advisa the Chief Executive on the preparation and review

of the agénay’s financial statements,
13 Further information on the ke of the Audit Commities in reviewing an entlly's financlel statemanta is in the ANAC's Better Prectice
Gulde Preparation of Finarcial Statements by Fublic Sector Entities, June 2009, Avallable at <htip:/fwww.anao.govialrs,

-
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- Revieiying

the ennty‘

compliancei

: wlth relevant :
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Entity cornpiiance can be grouped into four broad categories: '

(@) legislation and policy administered by the entity that it also needs to comply with;

(b) framework legislation and policy such as the FMA Act, the CAC Act and the Public
Service Act 1999 and related policies;

{©) leyislation and pollcy that has general application to the entity in areas such as sectirity,
oceupational health and safety, privacy, and freedom of information; and

(d) international convantlons.

Entities must comply with a considerabla volume antd complaxity of legislation and policy. It
would therefore be expected that Audit Committees will focus on those aspects that pose
the highest risk to the entity, and on how the entity manages its compliance responsibilitles.

An -iniportent responsibility of Audit Committess Is reviewing the processes management has
in place designed fo ensure the enti ity is kept up to date Wlth new legislation or changes to
existing legislation relevant to the entity.

An Aud:t Comrmttees respenslb;ftzes In reietion: o leg_ie?ative and p’ﬁo]ic’_y qernpl}ence would
generaﬂy be to: - R L

ie review the effectaveness of the system for rnonltonng the entltys compflence WJth those
" laws, regulations and associated government policles that the entity administers and

must comply with;
¢ determine Whether management has approprlateiy coneldered legal and compl lance
" risks ag par’t of the entity's enterpnse risk management plan; '

e provide advice to the Ch;ef Executlve/Board regarding the issue of the entltys annual
'Certlf;cate of Comphence/Oomphance Report;1* ; ‘ :

o ”rewew, where Televant, the entitye comphencewth lnternat[ona! Oonvent;ene pamcularly
the OECD Conventlon on Combenng Bnbery of. Forelgn Publie Officials in lnternetrona].
; ._Business ﬁ"sinselct!ons?5 and : : -

Ly prowde adwce to ihe Ch ief Execut ey Boerd regardfng the en’nty S repomng responelbmt
in‘relation tofraud and secunty‘ﬁ L e . -

Appena’fx 2 detalls the legal Sz‘at‘us _and legisiative and po!i.cy requiremants for Audit Committees.

Fart 3 Includes a commities and a management checkiist in refation to compliance with legislative and
policy requifrements (pages 98 o 104), .

14 Chiof Executives of FMA agencies are required to provide a Certificate of Compliancs, in the form prescribed by the
Department of Finance and Deregulation, 1o their portfolio minister and copled to the Finance Minlster by 16 Cofober each
year. The Board of General Goverpment Sector CAG authorities and wholly-owned companies are also required to provide

10

a Compliance Report inthe form prescribed by the Department of Finance and Deregulation, to the Secretary of Finance
on hehalf of the Financa Minister by the fifieenth day of the fourth month after the end of the financial year of the body.
Althotigh in rnost cases an enlity's financlal staternents will be signed before the deadline for the submission of an entity’s
cariificata of compliance, it would be expected that the Auglit Committes will consider the entity’s compliance with refevant
legislation and policles to assess e extent fo which any non-compliance may affeck the entity’s financlal statements.

156 In line with this convention, the Australlan Parllament has enacted the Criminal Code Amendment (Bribery of Forelgn
Public Offfciais) Act 1689, 1t is recognised that this matter Is likely to ba low risk for many entiliss. The Instilule of
Chartered Accountants in Australia and PrdcewaterhouseCoopers' Guide to Forelgn Bribery and Corruption pmvldee
guidanca to Audit Commitiees on meeting their responsibilities in this area.

16 The Commenwealih Fraud Cordrol Guidafines require Chief Executives of FMA aganciss and certaln CAC bodies to
report annually to their minister on fraud risk and fraud control measures. The Australian Government Proteciive Security
Policy Framework requites agencies and refevant CAC bedies to report comgliance with the mandatory requirements of

the Policy ta the relevant poertfolio minister. -
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Cross-agency governance

In meeting their responsibilities, it is important that Audit Committees consider the implications
of cross-agency governance arrangemente

These- arrangements are becommg more common as_governments address increasingly
. complex and/or wide-ranging policy and opera%!ona! issues that Invoive more than one
agency and/or jursdiction, As a result, audit committess’ fesponsibilities Increasingly involve

consideration of such arrangements.

Where an entity’s activitics involve cross-agency arrangements, it would be expected that
they would requ;re specific consideration when the Audit Gommittee Is reviewing the entity's
risk management and control frameworks, Jegls!atwe compliance, financial statement and

other obligations.

in consldering cross—agenoy issues, the Audit Committee should be cognisant of its general
responsibility to ensure entlty information and documents to which it has access remaln
confidential. Where there are benefits in sharing Information with another entity, the Audit
Committes should seek the authonty of the Chlef Executive/Board, If not already provided.

Often cross-agency arrangemente Jnvoive multiple legislative reqwrements _contracts,
service-level agreements or memoranda of understanding with other entities, and can involve
compiex menitoring and reporting arrangements. Audlt Committees should explicitly consider,
in consultation with the Chief Executive/Board and ether entities involved, the role thay wil
play in providing assurance and advice ¢n these arrangements In considering thair role, Audit
Committees must recognise the likely additional time, effort and resources this may involve,
and the impact on the committes’s Work program and meet:ng schedule,

In particular, SOIME cross-agency arrangements will be material in the context of the entity's
financlal statements, In this case, the Audit Committee rmay be required to play a pivotal role in
reviewing the mechanisms that provide the required assurance 10 the Chief Executive/Board.

External service provision

In a simitar way to cross-agency arrangements, program and service dslivery using external
service providers can have important risk management, control, security, and accountability
implications. Reviewing the legal and administrative arangements in place to effectively

Aidit

Conimittees
should
consider the

. implications of

cross- ageney’

. governance

arrangemants
and the
provision of . - -
serviceshy .
externa] service -

. prowders

manage external sepvica praviders can be part of an Audit Comrittee's responsibilities.

Generally, as part of the committee’s infernal control responsibilites, It would review whether
management’s approach to maintaining an effective internal control framework lncfudmg ovar
externa! parties such as contractors, is sound and effactive.
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that open,

. -lines of
communicaiion
are established

and maintainéd
batween
internal audit
and the Audit
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2.5 Internal audit

A strong refationship between the Audit Committes and the entity’s internal audttors ehables
the committee to meet its responsibilities and carry out its functions. Internal audit is a major
source of information to the Audit Commistee on the performance of the entity and its control
environment. To maximise the value provided by Internal audit to the Audit Commitiee, it is
important that open ines of communication are establlshed and maintained between internal

audit and the committes.

An Audlt Commlt’tee 'S responsibmtles In relat%on to rntemal auolrt would genera!ly be to

e.eot es .a forum for: oommun oetlon between the Chiaf’ Exeoutlve/Boerd senror
'management and lnternal and external audit?; - T

--reVIew internel audlt coverege“’ end ensure the lnternal audrt p!an is. ellgned with the
entity’s risks, and recommend approval of the plan by the Chlef Exeoutlve/Board

Ly adwse the Chfef Exeoutrve/Board on the edequaoy of internal audit resources to oerry
- out lts respons:bnhties mo%udmg oompletlon of the approved lntemal audst plan, _

s ooordfnate es far as praoiloable, the audit programs conducted by lnternal and external
' audlt and other review functnons‘g' . .‘ .

‘e ‘revrew all audit reports and prowde advice 1o the Chief Exeoutnve/Boerd on significani
i Issues’identified and action 1o be taken on issues raised that are re!event o ihe enﬂty,
tncludlng the ldentmoetlon and dissemination of good practice?®;

Lo monrior manegements tmplemen’ranon of mterna] audit recommendetlons

i * review the Intema] audit oher’fer o ensure appropnate authorlty, aocess and report!ng
arrengements are in plaoe' ‘ : ) ) )

{

{ ] S, "_:t.-

: e perlodloaliy revfew the performanoe of lnternal audlt and
l o 3prowde adwce to ths Chlef Exeoutrve/Boerd on the appomtment of the Head of. lnternel I
i Audit (m the case of an in- house lnternal audlt funohon) of the appofntment of the mternal )

P audi’ror where outsourced or oo-souroed

Part 3 includes a commitee and an mierna[ audit checklist in refatfon to Infernal audit mages 105 o

108,

17 Sectlon 46 of the FMA Act states that a function of the Audit Committes of FMA agencles is to pravide a forum for

COMMINICEoN DetWasan e Chisf ERective, the Senior Tianager ol thaAgenuy arthine nterralerd-external soditors

12

of the Agency. Section 32 of tha GAC Act states that a function of the Audit Committes of CAG entities Is te provide
g forum for communication between tha directors, the senlor managers of the authority and the internal and external

auditors of the authority.

18 FMA Regulation 22C{4)e) provides for the Audit Committea to advisa the Chief Exaciiiva about auldit plans of the
Agency.

19  FMA Begulation 22C{4)() provides fer the Audit Commities lo, as far as practicable, coordinate the audit programs
relating to internal and external audits.

20 FMA Regulation 22CG{4)() provides for the Audit Committes to review the content of reports of internal and external
audit, for the purpose of identifying materal that Is refevant to the Agency, and advising the Chief Fxecutive about good
practices. FMA Regulation 22C{4)() provides for the Audit Committes to advise the Chisf Executive about action to be
taken on significant maiters of concern, and on significant opportunities for Improvement that are menticned in tha

reports of internal and external aud.
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2.6 External audit

A godd refationship with externel audrt21 can provide the Audit Committeo with valuable
insights into the effectiveness of the entity’s risk, control, financial reporting and legislativo
frameworks, The Audit Committee would benefit from aetrvely engaging with external audit on

fts full range of responsrbrlrtres

o act as’ a forum for cemmunzca’zron between the Ch|ef Execut:ve/Board senror
management and extemal audrt on the commlttees full range of responsrbihtres 22

I
fe: provrde |nputend feedbackon thef nanclal statements performaneeaudzt and assurance
review coverage pro posed by extemal audrt and’ prov de feedback onthe audit services

provfded =

i
[ o review all externa! audrt plans and reports In respect of p!anned or completect audzts ahd
f monitor management s fmplementatron of audrt recommendatfons24 end

o provrde advroe to the Chret' Executrve/Board on aotron to be taken on srgmﬂcent issLes
raised In relevant external audit cross-entity repoits or batter practzce guides.

Fart3 mc/udes a comimittes checkiist in refation to external audit (page 1 09,

2.7 Other relevant responsibilities

Other responsibilities that Audit Committeas may have are outlined below,

Entity governance arrangements:

Governance arrangements vary depending on an entity's size, complexity and nature, Entity

governance arrangements can change over time due to, for example, legistative changes

that may increase or decrease an ageney's responsrbllrtres Audit Committees could
. Perlodlically review the-effectiveness of thelr entity's governance arrangements or elements of

the arrangements as determined by the Chief Executive/Board and suggest improvements,

where appropriate fothe Chref Executrve/Board .

Performance reporting framework

The Chief Executive/Board may also wish the Audit Committes to review the entity’s
performance reporting framework. Public sector entities genorally measure thelr performance
against a range of indicators, not just the entity’s ‘beltorn ling'. Performance repomng

The Audlt
Gommlttee
wnuld heneflt

- froni agtively

engaging

* with external

atrdit on its
{ull range of

respansibilities.

'

Audit

. Committess
stoufd *
 perigdically’
'a5sess an
< entity's ..

frameworks or regimes shoutd-ink dirsctiy with organisational chjectives arid oufcomes,

The committee’s responsibilities In relation to the entlly's performance could be undertaken in
a similar way to its review of the entity's sk management framework.

21 The axternal audit furotion for FMA and CAC sntifies is carried out by the Auditor-General as provided for by the-

Auditor-General Act 1997,

22 See Section 46 of the FMA Act.
23 This may irvolve saeking advice from external audit an thé nature and
standards and the Finance Minlster's Orders,

24 Seo FMA Regulation 220(4)).”

impact of changes In accouniing and aurtiting

© goveriance
_ arrargements,

Chapter 2 — The Audit Cormittee’s furictions and responsibilities

13 -




_ . “hdofher -
- Important.
. responsibility

of Audrt

Consmrttees can |

be_’m monitor
managemeant’s
consideration

of relevant .

parliamentary
committes
repaits and

extgrnal
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It is recognised that review of an entity’s performance reporting reglme can be a significant
task for an audit committes, particularly where an entity has a range of performance mgastiss
across a number of programs. As such, the capacity of the committes and the maturity of the-
entity’s performance regime are factors that should be taken info account in determining the

committee’s role in thisarea.

Pariramentary commitiee reparte and reeommenda‘hens

Another ;mpor’rant responsibifity of Audit Ccmmrtteee can be fo. monitor managements
consideration of relevant parliamentaiy committae reports and external reviews; and where
appreprrate, monitor the Implemantation of assoclated recommendations. This responsibility
Is consistent with the commitice’s responsibilities in refation 1o Internal’and external audit

reports and recommendations.

Porifolio responsibilities

A portfolio department's Chief Executive’s responsibilities in relation to the entities within
the portfolio are a matter for the portfollo minister. Where the responsibilities of the portfolio
depariment’s Chlef Executive include providing advice to the minister about significant’
issues and develcpments In other portfolio entities, thers is likely to be a role for the portfolio

department’s Audit Committee,

To assist the portfoilo department Chief Executive in meeting these responsibilities, the Audit
Committee of the portfollo departmeant could he given responsibility to provide advice on
the effectiveness of the arrangements by which the Chisf Execttive Is informed of significant
issues within the portfolio, particularly those that may require bringing to the attention of the
Minister. This role would not extent! to being a de facto porifolio audit committes, as each

portfollo antity has lis own Audrt Committes.

g An Audlt Cornmlttees reeponsrbr!rtree in relatron to the areas outlrned at sechon 2.7 above
g Would generally be to satrsfy :tself that : -
i

e.the ent[tye governance arrangements remam relevant and respons;ve to busrnees
devefopmente and ehanges in busrness nsks ooE e -

o the en’{rty Has' approprrate mechanrems In place to review and rmplement where
' appropnate rerevant parllamentary commzt’tee reports and recommendatrone' ..

' ¢ the entlty has & performance management’ framewarlg that is linked to organlsatronal'_
objec’rrvee and outcomee 28 . : o

Amanagement has rn plaee approprrate processes to deveiop pen‘ormance mdrcators'-

14

° approprrate mechenlems ere in place for the portfoho depar‘rment Chref Execttive to
be rnformed of ergnrf:cant lesuee withiny the portfolio- that rnay affect hls/her parifolio |

responerbmtles ' ' ‘ L :

Part 3 Includes a comimiltes checklist in refation fo the comrnitfee s other responsibilities (page 110).

25 it lsrecognised that, In some entities, this role is undertaken by an Executlve Committee/Board.
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2.8 Managing thie Audit Committee responsibilities

There aro a number of mechanisms avallable that can assist Audzt Committess {0 manage
thelr responsibilities. These include:

= having an up—to—da‘te charter;
¢ conducting an asstrance mapping exerclso;
»  gstablishing sib-cormmittads;

*  having effective secretariat support arrangerents and arranging meeting agendas so that
meetings focus on the most Important issues—discussed further in Chapter 5, section 5.2;
and T '

»  selting a forward meeting schedule-—discussed further in Chapter 5, section 5.3,

Audit Commitiee charter

Once the Chief Executlve/Board has determined the Audit Committee’s responsibilities, these
should be clearly outlined in the Audit Committea charter (ses Part 3 for the model chariar for

Audit Cormmittees).

The charter is a key document that clearly articulates the committee’s terms of reference as
endorsed by the Chief Executive/Board. Onca éstablished, the charter should be raviewed
and, whera necessary, updated each year® It may be appropriate to seek input from the Chief
Executive/Board, to ensure the charter continues 1o meet the expectations of bath the Chief
Executive/Board and the Audit Committee. The committee could also sesk feedback from the

Chief Operating Officer, the Chief Financial Officer, The Head of Internal Audit, and external -

audit. Where the committes recommends changes to the charier, the Chief Executive/Board
would be expected to approve the revised charter.

Assurance mapping

To assist the Audit Committee to obtain a full understanding of an éntity's assurance
arrangements, there can be benefit in the Audit Committee commissioning an assurance
mapping exercise., Recognising that entities have a variely of assuranice mechanisms and
arrangements in place, such an exercise can be a Useful way of obtaiing a broad entity-
wide perspective of the ‘asstrance landscape’, assist in Identifying any gaps or duplication
in an entity’s arrarigements, and can be used to complement the entfiy's Risk Management

Framework.

Mapping an entity’s assurance landscape should not be seen as an exercise that requires

detailed analysis; bread Judgements could be expected to be made following a review of -

exlsting documentation and discussions with relevant entity managers.

The Audit
Committes's
respons:blliﬂes
shauld be °
clearly

- outlined In the

commiftes’s
charter,

_ An assurance ..
mappmg )

exerclse can be

a useful way
“of obtamm I

,'abmad )

) entlty-wme

perspectwe of
the* ‘assAure'mce '
fandscape’, -

Such an assurance mapping exercise, when completed, can Identlfy any key risks that are
not being addressed by either internal audit or other assurance cor review activity. Appendix 3
includes.an example of an assurance map for use by Audit Committees.

268 Areview of each FMA agsncy's Audlit Cemmmittes's charler against the requirsment of FMA Begulation 226 should be
undertaken Iy a timely manner to ensure each agency complies with the Regulation prior to the end of tha trangition

pariod on1 30 June 2012,
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. 8ub- comm;ﬁees' :

Audit Committee sub-commitiees

The establishment of.one or more sub-commitiees can be an effective way for Audit
Commitiees to manage thelr responsibilities.?” Sub-committees can be standing committess
or established to assist in addressing particular issues for a defined peticd of time. Relevant
considerations In deciding whether to establish a sub-committee include:

- - ¢ the benefit of dealing with substantive or complex matters and issues In more depth
than Is possible at full committes meetings, Including detailed interaction with entity
management. This might include, for example, Issues of a more technical nature, such

. as the entity's financial statements and informalion technology; the implementation of
high risk projects, programs, and/or activities; or where there Is a conslderable volume of
documentation Involved, such as large numbers of reports;

¢ the frequency with which the committee would be required io mest to effectively
undertake its responsibilities in respect of particular matters or functions. For certain
Issues, the committes's involvement may be required to be more frequent than scheduled

" commiittes mestings; and

* the capacity of the commiitee as a whole and individual members to understand
particular matters—these could include, for example, an agency's financial staternents
or information technology risks and contrals.

The establishment:

When an agency establishes one or more Audit Committee sub-commitiess, it is important
Audit ghat;

Cbmmittae - .
s theresponsibilities, membership, and reporting arrangements of sach sub-committee are

inctuded in the Audit Committee’s charter and the charter makes i clear that responsibifity

should nof
K aSSume o for the sub-committes’s functions remains with the Audit Commﬁtee
r’ﬂsm:::l%?’?;zt" e a member of the full committes is appcinted as Chalr of the sub committee; the
' P T rhembership of sub-committees could extend beyond members of the Audit Committeo

if additlonal expertise on pariicular matters Is required:

» minutes cf all meetings are taken, distributed promptly to al members of the Audit
Committes, and the minutes or a report In an agreed form are tabled at the next Audit

Cemmitiee meeting; and

» impertant issues that may require consideration by the Audit Committee are brought to

Fal

16

he-attention-of the-Ghair-follewing-a-sub-cornmittes-rnecting-se-that the-Chair-is-ira
positicn to decide what action to take, .

Audit Committee sub-commitiees -are not to assume management funciions nor can
management be allowed to exert inappropriats influence over the work of sub-commitiees.

27  The establishment of sub-committees does not diminish the responsibilities of the full Audit Commitiee. The general
principles coverad by the judgement in the Ceniro CaSe, referred to on page 9 are also relevent to sub-commiitees.
Sub-commitiees’ rasponsibiities should be clearly documented by the full Audit Coramities, Including formalising lines

of reporting.

Better Practice Guide | Fublic Sector Audit Committees




Membership of the
Audit Committee

" Having a Chair and other committes members who have an appfopriate mix of skills
and experlence relevant to the entity's responsibiiities is the key to an Audit Commzttess

effectivencss.

3.1 Audit Committee rembership

The number of members and the skills and expetience of the Chair and other committes
members will depend on a number of factors including:

e the nature of the entity’s responsibilities;
s the size, scals, location and diversity of the enﬁty; and

e the complexity, nature and scale of the entity’s activities and systems, pamcu!arly its
mformat lon technology systems.

It Is better practice for the committee to include one or more members external® to the entity,

3.2 The Audit Committee Chair

The chair of ihs audit commiiiee plays a pivotal rofe in the ovarall effecz‘iyeness of the audjt
comimitise. The chair of the audit commiltee should not also be chair of the hoard?

The Chief Excoutivé/Board must appeint one of the committee members as Chair of the
Audit Committes.® When appointing the Chalir, the Chief Exacutive/Board should particularty
considertha personal qualities and abilitles of the potentlal Chairto lead discussions, encourage
participation ‘of other members, and conduct meetings in a manner that demonstrates a
desirs to establish effective communzcatlons with all stakeholders, The following table lists the
quahtres of a heter practlce Audit Comml’ftee Chair. ' -

Al importart .-
: gonéi@aréﬁdn
. appomtment
" of the Atdit
. .Cummlttes

Chalr is ths

- mdwzdual S

persu ﬂal

: quahtles and
- abmtfes '

28  An external commities member Is a person that Is rot an employse of the eniity, FMA Regulation 22G rsqu#rss FMA
agencies to have, as far as practicable, at least one axternal mamber.

29 Audit Commitiess A Guile to Good Practice, The Auditing and Assurance Standards Beard, ths Australian Institute of
Company Directors and the Institute of Internal Auditors of Australia, 2007, p. 35,

30 Vihen a new Chief Executive/Ghair of the Board is appointed, it would bs expected that the Audit Committee Chalr
woulid discuss the tenure of his or her agpeintment with the new Chief Executive/Chalr of the Board at an appropriate

time.

Chapter 3— Mambérship of the Audit Comimiites
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ltisalso.

important for
he Chafr to
havea geod

unders’iandmg' .
of the exitly. -

| The Chazr would be expected 1o}

g‘ha\ie the actlve support of, and mamiem regu!ar dlalogue w:ih the Chfef Execu’uve/
Board ' - . S

. e eneure the commlﬁee undertekee its responelblht[es as outhned |n the commlttee ohar’ter,
o mam’raln an open and conetruc‘r:ve refa‘uonehlp wnth eenlor managemen’t internal and

- externa! aldit, end other entty CommitteeS'

 have a clear understandlng of the responmbllltiee of the commities, its positicn WIthln the
entity’s governance structure and the en‘uty s work and meintaln a dzalogue with senior

manegers about the commlttee s work;

o arrange for committes members to mamtenn an up—to -daie knowledge of the entity and
its activities; - H .

e be a good communieator who facilifates discussion and focuses on the important
matters; .

e effectively plan and manage committee meetinge; and

» devole sufficlent time to prepare for commlttee rmestings and to engage with the Chief
Executlve/Board senlor management and other stakeholders outside commnitee

meetfngs

e e e et e e e ey o s o ke e S e\ dribadba b e h e =

it is also Imporiant for the Chalr to have a good understanding of the entity and the Chief
Executive/Board should take steps aimed to ensure the Chalr is provided with sufficient initial
and ongeing briefings and information abolt business developments.

There Is metit in the Chalr being appointed for a minimum period of three years, with a
one or two year extension option. A term of three to five years provides the opporiunity for -
the Chair to contribute most effectively and provide a level of stability to the leadership of
the committee. There may be circumstances where It Is appropriate to extend the term of

appointment beyond five years,

It is appropriate for a Deputy Chair to be appointed so the nom:nated member is able to act

18

as Chair if the Chair is unable to altend meetings.

In CAG entliies that are govemead by a Board, the Chair of the commitiee is required to be a
non-executive direcion®

.31 Sse CAC Regulations Audit commitices for Commonwealth authorities.
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in FMA agenc?es fi is recegnised that Audit Commlttees will generally Include one or more
members who are mariagers of the agency: As such, thé appointment of an external member
as Chalr strengthens the actual and perceived independenice of the committee. Sometimes,
for example; In large and complex entities, it may be appropnate for the external member
to first serve as a member of the Audit Committes, to gain the necessary knowledge and
the respect and confidence of the Chief Exectitive -and other commitiee members, before
assuming the role of Chalr. If an internal member is appointed as Chalr of an FMA agency
cornimitiee, the Audit Committed can put in place arrangements to reduce the risk of a real or
perceived lack of independence These could include;

° prowdmg, in the committee charter, the authority for all commlttee members to have
access to the Chief Executive and reasonable acgess to ennty staff

°  requiring at least one, and possibly more, ex’fernal members be appointed to the
cominittee; and

o whenthers Is more than one external member, there be a fequirement that at least one
of these members be present at committee meetings in order to form a quorum.

3.3 Appointment of Audit Committee members

When considering the membership of the Audit Committee, entitles should alm to achlave a
mix of expertise and qualifications relevant to the nature of the entzty, its size and the Audit
Committee’s responsibilities.

The size of the Audit Committes is normally Influenced by the nature and extent of its
responsibifities but commenly comprises three to six members.

- Personal qualities of Audit Gommitiee members

in determining the composition of an Audit Committes, consideration of the personal qualities
of members Is critical. Committee members can be expected to possess all or the majotity of

the qualities (isted below.

Entities -
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achleve a mix ,
of individuals,
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televant to the
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'Grganjsat;on
-’1and’[he I
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j’&SpOl‘lStbli]tlBS

Chaptler 3 ~ Membership of the Audit Comimities

19




Menibers aje..
expected o .

acti in the best
intéfest of the
entity as a
whaole,

- The Chief
Exécutive/

‘Board should
) appeint
members who

collectwely :

. possess broad |

busmese -

fmanmal‘

_ management .
and publrc
seeter
experrence

lt w0uld be exp _ ted that Audrt Commrttee members have the ablllty to

& aot ln the best rnterests of the entrty asa whole, E v

,6'_.- 'be proaotlve In rdentrfysng rssues and nsks that requne further management attentzon '

- completely satrst"ed with thie answers provrdsd

o encourage openness and transparency,

® work construotrvely wrth management to achreve contrnuous lmprovement within the

[

!

r

l' s gk relevant questions, evaluate the ansWers and oontmue fo probe for rnformatron untll
{

!

i

l ' entity;

!

e express opinions frankly. ask questions that draw out the key issues and persue
l lndependent lines of enquiry; - i

e appreciate the entltys culture and values, and a determrnatron to uphold these values
coupled with a thoughtful approaoh 1o the ethical issues that m|ght be faced;

* display a professional approach to du’nes moludlng an approprlate commitment of time
and effort; and :

s convay technical matters to other members of the committes, where Audit Commitiee
{  members have been chosen for particutar teohnloal skrtls

g ————— et s

-Other attributes that will assist Audit Committee members to contribute o the comnmittee's

sticcess include: good judgemant, objectivity and honesty, a high level of ethics, and strong
communication skills. It is also expected that all committee members would have security
clearances at a fevel comrnensurate with the seourrty classsfreaton of documents accessed

by members

Knowledge and expertise of Audit Commities members

Given the nature of the respongibilities of the Audit Committes, the Chief Executive/Board
should appoint members who collectively possess broad business, financial management
and public sector experience, and genaral knowledge of most or ail of the areas listed below,
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Lt oould be expected.lha’f collecllvel , members have knowledge or experhee o

° the busmeee or mduatry ln wh eh the entlty operates

_;6 nsk identlllcatlen evalu'lon, and menagement

l
]
-
"
I
] ‘pl’DJeCt and progrem managemenl

{

f e lnformatlon menegement and seeurlty,
[

f
l

.': ° the operatlens of govemment end the pubﬂe seoter includlng mformation ’zechnology"
o syetems and eonfrols :

s the roles of lntemal and extemal audlt
& the appllcatlon of aocountzng, auclltlng end aseurance etenderde

l

1

|

i e ralevant legleleﬁve end other pohcy reqwrements of the en’ﬂty,
f‘ publlc sector repo:’tlng requuremente lnc!udlng fi nancnal and pen‘ormenee reporting; and
; :

e ;nternel control eompllance activitles and fraud control =

t Is Important to the effective working of an Audit Committee that its members have sufficient

entity knowledge. If the: membership of the Audit Committee is refatively néw, a higher
proportion of members who know the organisation can Initially be helpful. However, where a
member's involvernent with the entity is ‘only through the Audit Committes, ¥ is important that
processes are established to help with the familiarisation process and to keep members up—
to-date with new developments. This is 4 responsibility of managernent that should be cloarly
articulated by the Chlef Executive/Board, including the allocation of responsibiiity for the initial
inducticon of external members and subsequent” bnefmge on business developments

Given the specific reeponswbzhtles of the Audit Committee to advise the Chisf Executive/
Board on an entity's financial statemerits, at least ane member of the committes shouid have
sound accounting or refated financial management experience and/or qualifications, with a
comprehensive understanding of accou'nllng and auditing standards. Al members: should
have sufficient understanding of the entity's financial repotting respensibilities to be able to
contribute to the committee’s conSIderatlon of the annual financlal etatemente

Additionally, there are other areas of entity business operations that are specialiséd in naturs,
where the Audit Cormmittes would benefit from having a member{s) with-skills and experience
in the specific business operation to assist the committee to meet its responsibilities.. For
example, where information technology systems have an important role In an entity’s buginess,

it would be preferable for one member of the committee to have comprehansive information

-At leas{one .

meimber of

the commiiiee
should

have sound
accounting or
related financial -

" management

- experience,
.andior
duaiificatins,

technology management experiencea and/or qualifications.
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Entity

_ managers
. argnotto be

- selocied sololy
o the hasis of

their fole wrihln )
the entily.

P}

The

indépendence
of an FMA"
entity” s Audit ’
Commlttee '

erl be
sirengtllened

. hy the’
< appointment

* of ong, and
préferably
nioe, external

members ’

- inherent bias or undue external influence.

Entity managers should be appointed based on therr abrlrty to contributé to the work of the
committes, Including thelr abliity to bring an independent perspective to maiters dealt with
by the committee. It Is imporiant that entity managers are not selected solely on the basis of

their rcle or posiiion.
There may also be benefits In appointing a member from another Australian Government

entity as an external member, particularly where theé entities have close working tetationships
or where a person has particular expertise in relaticn to a program or activity that s being

- implemented. Such appoirtments could be for shortar perleds of time or could be In addition

to the committee’s normal mernbership,

It may- also be appropilate for the Audit Committee to seek externa! specialist advice, as
and when required rather than trying to maintain particutar expemse withiri the committee.
For example, where an entity is tasked with a new role that requires implementation of a
speciafised information technology systern, the cormmittee may seek advice from an expert

_on that system during the Implemantation phase to assist the Committes in its. review rols.

Independence of Audit Committee members

The distinguishing feature of an Audit Committee Is its independence. An Audit Committee is
Independent of the activities of management and this independence assists in ensuring that
an Audit Commitiee acts in an objective, impartial manner frae from any conflict of interest or

Where Audit Committee members are managers of the entity who are appointed by, and
accountable to, the Chief Executive, the commitiee cannot be said o be fuily Independent of
managsment. However, in practice, there are a number of ways to strengthen the committee's
actual and/or perceived Independence, as listed below. S

Measures to strengthen the commzttee S aetuai and/or percewed rndependence rnclude

e the apporntment ef an external Gherr An extemal Ohazr can perform hrs or her role
,._unencurnbered by any- managemen’r responsrbrlitres and - provrdes the epportunrty
for the Ghief Executrve/Boerd to reeelve advice and assurance from an, lndependent

perspective

. ’che apporntment of more than ong externai member

1o the apporntment of ccmmfttee members who exh bst an independence of mi nd in therr
: dellbera’rrons and do net act as a representatlve ofa partrcular area thhln the enilty.

s havrng a rotatron pohey for Audt Commrttee members to enable néw knew%edge and
: exeenenee—tebe—retredueed peneeﬂeally te—’ehe~eemm|ttee-and-teallomheppportunm

P to rncfude members from dlﬁerent parts of the entrty over ’nme )

] ensunng that the Audlt Cemmrttee itself has no management responsrbfhtles Members
who. are s’raff of the entrty, however WI” have rndwrdual management respenslbrl tres
and- .. : - R ; ; v

° havrng poholes ini place to- facmtate trmely rdentrfcatlen of changrng relatronsths or
elrcumstances that may affect the mdependence of Audrt Commrttee members

¥#

:
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In view of the committee’s responsibilities, as a general rule the Chlef Ope-ra’{ing Officer, Head
of Corporate, the Chief Financial Officer, the Chief Information Oificer, or the Head of Internal
Audit should not be members of the Audit Oommlttee. but it may be appropriate for them to

attend meetlngs as observers,

!n CAC bodies, where an external board Is accountable for the entity, greater Independence
from management can be achleved, both In substance and form, If the Audit Commitise

is compnsed of a majority of or all non-executive directors,® appomted by the Chaur of the |

Board, after dlscussion with the full Board.,

Ongoing suppol‘t to members _ S

To maximise members’ contributions, paniéularly external members, support mechanisms
should be in place to provide briefings and information on emerging business matters and
risks. This may involve ‘an increased cormmitiment from internal Audit Committee members,

the secretariat, and the entity generally.

There are a number of ways in which entltles can support their Audrt Commlttees, Including
providing:

»  an adequate secretarlat servics, induction and ongoing {raining;
e funding for expert advice, asrequired;

° reports fram other entity management commitise meetings;

®  support for senior line managers to aftend Audit Committee meetings to discuss the

business strategy, operations, and key risks for which thay are responsible;

, e assistance in arraﬁging Visils to business focations and attending planning and other

rnanagerment events; and

Support
mecharisms
should be in
place to provide
Committes
members -
with hriefings.
on émerging -

_husiness

matters and

- rigks.

»___ appropriate meeting fadilifies and equipment

32 The CAGC Regulatlons allow the Audit Committee of Commonwealth authoritles to include persons who ara not directors of

the authority and one person who i3 an exacutive director of the autharity,
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3 4 Iriduction of new Audrt Commrttee members

The Audit Commrttee should have a forrnal process to mduct new commrttee members that
prowdes them with sufficient briefings and |nformatlon to understand thelr responsrbrlrtres and
the expectetrons of the Chief Executwe/Board about their role and performance.

The extent of each member's rnductlon will vary depending on whether they are an Internal
or external member, thelr role (if any) within the entity and thelr particular knowledge and
experlence. As a minimurm, ail new members should be briefed by the Chief Executive/Board
and the Chair of the Audit Committee and be introduced to the Chisf Financial Officer, the
Chief Information Officer, Heed of Internal Audit and other senlor managers and the axtarnal

auditor.

The information provided to new members should be tailored to meet thelr individual
requiremants and can Include the information lisied below,

| The avarfabte Information for new commrttee miermbers should include:

e an outling of the entity's governance framewark and how the Audit Committee operates
within that framework; : .

]

I

t

j

f * the ccmmlttees charter and recent commitice pepere and fminuies (inctud ng detarls of

i outstandrng issues) :

i . : ‘

! ] copres of the entrtys enabllng Iegleia’uon {(where appllcab[e) setected ‘policies, such

! as Chref Executrves lnetructrons or equivalent, and a copy of the entltys most recent |
. fnancral etatements, : . )

P . .

f a the entrtys annual report, - corporate plan, code of conduct business and risk-

i management pfans e :

!

l

!

LI brref‘ ing {supported by relevant dooumentatron) on the entltys risk management
* framework, control, complrance audrt and external accountab ifity arrangements as well

- gs'details of current rssues related to those topros and

'9_ the mternal audrt charter the strategrc and annual rnternal audlt plans, the corntnrttees
" forward nneetrng schedule and recent Internal and externai audrt plene end reports

When an external member joins the committee, it may be appropriate for mera detailed
information or presentations to be provided from varlous managers within the entlty to assist
the new member to gain the necessary understanding of the business. This coutd includs site
visits {0 asaist in understanding the operations of the entity. :

24
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3.5 Continuing etuca trerrot Aedrtﬁorrrmﬁteemembe’rs—ﬂm

The Chalr of the commitize, in consu%tatzon with the Chlef Executrve/Board should menitor
the opportunitles for further education of the committes and Individual members in such areas
as risk management, fraud control, program management, legal compfiance, information
management and security, and financial management and reporting.




Strengthening or updating the knowledge of the committee members inay take a number of
forms, such as;

*  aitendance at relevant seminars or courses;

¢ ° providing wiitten material/guidance;

presentations by the Chief Financial Officer, Chief Information thcer Head of Internal
Audit, and other senior managers and ‘

®  digcussions and presen’tatlons from internal and external audit,

Information and training provided to Audit Committee members should be tafored to the
individual knowledge and expertise of themembers and include developz_nents In financtal
reporting as required.by leglslation, government reguirements, and the accounting standards.

Better practice committees will periodically request presentations from management and/
or subject-matter speclalists on specific topics of developments to improve members'
undefstanding of the entity, and support ongoing training requarements for commiitee

mernbers. Presentations may cover iopics such as:
»  gntity governance arrangements;
e gpeciiic policy or program Initiatives; and

e business initiatives and risks,

3.6 Rotation of Audit Committeé membérs’

Rotatlon of committea members can be a useful means of Introducing new perspectives
to Audit Cornmitiee deliberations. It also enhances the opporiunity for & greater number
of beard members or entity managers fo gain an in-depth, flrst-hand understanding of
the Audit Committee'’s responsibilities and the important role the committee plays In the
entity's governance arrangements. The rotation of members is also an Important vehicle for

strengthening the Independence of the committes,

Itis important to belance stability with change in the membership of the commiitee to ensurs
there Is consistency over time In its considerations, and to maintain a sufficient level of
knowledge and experience on the commities. :

Generally, an individual's tenure on the Audit Committes would be three years, with a one plus
one year option, particularly for external members. Any extension of @ member’s tenure on
the committee should be approved only affer the Chief Executive/Board, as appropriate, has
made an assessment of the rmember’'s pen‘ormance as a commitiea member,

It is better practice for the Chief Executive/Board to adopt a phased appreach to the rotation

members. To lessen the impect of the loss of an experienced member, the commitiee may
also wish to have new members join the committea before exiting members depart. As this
wotlld result in a fernporary Increase in the number of membars, such an option should be

providad for in thercommittee's charler.

Chagter 3 -~ Membership of the Audit Committes
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3.7 Transitional arrangements

Inthe public sector environment, with the possibility of changesto ad m?nistraiive'ayrangements
and entily status, there is the potential that an Audit Committse may be replaced by a new
commiitee, or that committes responsibilities may be transitioned to the Audit Commitiee of

a nsw entiiy.

Where Audit Committee responsibilitics are to be transferred to a new-Audit Committas,

it Is the responsibility of the existing Chair to ensure that the status of all Aucilt Commitiee
activity that may be relevant to the new committee is adequatsly documented and provided
to the incoming committee. In particular, any outstanding matters of high risk fo the entity and
outstanding audit reccmmendationg should be brought to the attention of the new committes,

It Is the responsihlity of the committes Chair to ensure that an asppropriate handover of

responsibilities occurs on the appointment of a new Chair. An outgoing Chalr should ensure
that the new Chalr is sufficlently brisfed to assume the rols of Chair. In pariloular, the duigoing
Chair should brief the new Chalr on any significant outstanding matters arising from Internal
and external l’épOI‘_tS and any major emerging risks facing the entity. The outgoing Chalrwould
also facilitate a discusslon beiween the Chief Exectitive/Board and the new Chalr,

28
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Relationships with
key stakeholders

An Audit Cornmittee plays an important role In the governance structure of entities in both
" the public and private sectors, Chief Executives/Boards are placing greater refiance on Audit
Committees to provide them with Independent-assurance and advice in the areas of risk,

contrel, and compliance In pariicutar, ‘
The ANAQ recognises that all public séctor ehtitles afa different and each has fts own particular

governancs, risk managernent and control structures, and supporting policles and processes.
As such, the provision of assurance and advice is o be determmed within the context of sach

entity’s govarnance structure,

In FMA entitles, the committea’s membership is determined by the Chief Executive and the
Chalr can be a senior manager of the entity,

In CAC entitles, the commitiee is a sub commiitee of the Board and the Ghalr must be a.

person other than the Chalr of the entily or an executive director of the entity.

Both FMA and CAGC entity Audit Committees are required to provide a forum for communication
between the Chief Executive, the senior managers of the agency and the intemal and axternal

auditors of the agency.

For ilustrative purposes, the following figure provides an example of the provislon of assurance

and advice in an FMA entity.

lilustration of provision of assurance and advice in an FMA entity

Indepsndent- .. ¢

, “'fntet;nal L . b— assurarice! < ' -
. "assurance manelljgement c andadvige . T
S : assUifange, w7 . LU TR

-~~and adwce c

' mformatlon
{ SERRL and .
] br:eﬂngs .
LA

- An Audit
Commities

plays an
Important role
fn an gntity’s

_ yoverriance -

structure in

- hoth the public

and private
seciors,

Extemal
aSSU( EHCB
and advice

-

]a_’ ' Internal -
| assurance

and advice

Chapter 4 — Rélationships with kay stakeholders 27




For llustrative purposés_, the following figure provides an example of the provision of assUrance
- and advice in a CAC eniity. =

Hlustration of provision of assurance and advice in a CAG entity

Internal

I _ External
ftig important assurance assurance
that Audit and advice and advice

Committees
have an
effective
relationship
with the Chief
Executive/
Board, senior
managemant,
Cunﬁ;:::;n;n; Withir} an entity’s goverr?ance structure the Audit Cornmittee shonlJId establish and mlaintfain
iniem:al- and effective re'fatlfonships with key stakeholders who influence anc;l inform the l’eSpODS]t.Mh’[EB.S
- oxternal audit and operations of the committes. To achieve this, Audit Commitiees develop and maintain
" " relationships through the Audit Gommittee mestings, and through working with key

stakeholders outside of committes mestings,

Key Audit Committee stakehclders arer -

s the Chisf Executive/Board;
senlor management including the Chlef Finarcial Officer, Chief Information Officer, and
Head of Internal Audit; ' .

s mariagement committees; and

» intemnal and external audit.
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4, 1 The Audlt Commitiee and the Chtef Execuhve/B card

The Chlef Exeouhve/Board has a key role in supporting the effectweness of the Audit
Coinmittee, and estabilshing active support amongst senfor management is vital to the succéss
of better practice Audlit Commitiess, As any Audit Commiitee Is established fo asslst the Chief
Executwe/Board to discharge their responsxbﬂitces, itis important ihat the committee through
its Chalr has an effective relationshlp with the Chlef Executive/Board and key stakeholdars.
The ‘compittes Chair shoutd devalop a sound worklng refationship with-the Chief Executive/
Board that builds the respect and conﬁdenoe that allow for effective cammunication.

Formal and informal reporting mechanisms should be in place with the Chiéf Exacutive/Board
to facilitate the Audit Committee reporting on the committes’s activities, key risk areas , and

internal and exfernal audit coveraga. Reporting requiremants should be summearised In the -

Audit Committes chaiter,
To meet its responsibilities under FMA Regulation -22C, the Audit Committee of an FMA
agency should also prepare formal advice to the Chief Executive on:

° the agency's Internal audit plans;
° the pmfesslonal standards to be used by.Internal audit; -

s any maiter of cangern, SJanﬂcant opportunities for improvement o good practlces
Identified i in mternal and external audit reports;

° ’(he preparation and revigw of the agency’s financlal statements; and
any adwca the commities has about the Chlef Executive's obhgaﬂons under the EMA

" Act.

For formal accountability purposes It s also expected that the comm ittee-woufd, at feast on.c'e
a year, report to the Chief Executive/Board on its operation and activities during the year. The
report could include those matters listed below,

" The Commnittes

can reqiest
periodic |
briefings from
the Chief
Executive |

oF Chair of
ﬂle Boatd

ton strafegic

busmess
developments,
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The commrt’rees repor’c ooufd be expec:ted to lncfude'

Leig! summary of the work the oommrt%ee performed to drscherge rte responsrbrlrr es:
i ;durlng the precedrng year For exernp]e, its responsrbnztres for: revrew:ng “the fananoral '
'sta’rements and the Certlﬂca’re Of. Comphanoe process for the en’rity for sgn—off by the

Ohie_f Execuiwe/Board

F:

s a sum_mary of the oommrtteee eesessment of the entrtys rrsk and con’frol framework
_ rno ,c'lrng the entftye b einess contmurty preperednes disa stor recovery, freud oontrol -
: :“rnformetlon seounty, and detalfe of emerglng ﬂsks faorng the entrty, Tl

=a Summary of key rssues the commrttee deelt wr’rh dunng the year such as elgnmcant
- mternal and ex’remal audr’r r"ndrngs and recommendatrons, :ncludrng a eummery of the
. gtatus of audlt recommendat;one, any srgnrf cant rrsk mordents an any breeohee of

‘__'Iegls!atlon by thie &nilfy; and - :' TR =
o detarls of meetmgs rnoludlng ’rhe number of meetrngs he!d durrng ’rhe relevant perrod
and the number of meeﬂngs “atterided by éach member ._'- ) NS

Th Audic For many committeas the most effective communication with the Chief Executive/Board s for
I the Audit Committes Chair to brief the Chigf Exectitive or Chalr of the Board following each

- Committee ) . ) i
commitiea mesting, which may.be orally or In wiriting, .
shoufd be ahle . J y ¢ ? .
to reportio the  In recognition of the legislative requirement to establish an Audlt Committes, consideration
ChiefExecufive/  should be given to reporting the Audit Committee’s ‘activities In the entity’s annual report.

Boardonany . This could include membership details, and a summary of the main issues the commiltteo
maitar, addressed during the year,

The oommrttee should be able to report to the Chief Executive/Board on any other matter it
considers of sufficient importancs 1o do so. in addition, at any time an individual committee
member may request a meeting with the Chief Executive/Board.
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4.2 The Audit Committee and senior management

To be sffective, the audit commilten must be independent from management and free from
any unce influence. Members of the audit committee should not have an Y execiiive powers,
managemem‘ functions or defegated financial rasponsibiity. 2 .

As Audit Committess are generally advisory in nature, the members’ understandlng of the
difference between the responsibilities of the committes and the decision-making flnctions of

management must be clear, -

The approach the Audit Gornmittes adopts In its interactlon with senfor management will
have a direct baarrng on the effectiveness of the committes. If the committes demongtrates
a posttive culture of continuous fmprovement rather than a punitive culture, the committes Is

more fikely to effectivaly fulil its role.

The entity can contnbute to a strong refationship with the Audit Committes by arranging for
the external Audit Committee Chair fo attend selectad management meetings as an observer.
This would assist the Audit Committes to maintain an up-to-date understanding of ths entity.
it can also asslst the Chair to maintain constructive relationships with senior management.
Attendanica at such meetings Is also an opportunity for the Chalr to bnef senior management

on Audit Commzttea ectvities,

The Audit Committee can contributs to strong relationships with management by providing
executive managers with a brief surmmary of the issties dealt-with at each meatlng. including
details of actions to be undertaken by management. This simple process can helghten the
- visibility of the committee and be a practical way to demonstrate that the Chief Execuhva/

Board take the responsibilities of the committee seriolsly,

it Is Important that senior .managers have a geod understanding of the Audit Comimittee’s
responsibiliies. Entity managers should adopt an open and constructive attitude in their
dealings with the commiitea as a whole and with Individual members, They are to he
forthcorning in identifying any areas of potential weakness or risk that collid be considered In
developing the internal audit plan, and be cohstructive when Jnteractfng with or addressing
Issuas the Audit Committee or mternal and external audit ralse.

The Audit Gomrnittee should be alert fo opportunities for senior management representatives to

attend meetings, fofagilitate further discussion on action to Implement audi recommen dations,

or to explain why any recommendation has not been addressed appropriately or in a tmely .
way. Presentations or atténdance by senlor managers at an Audit Commiittes can be useful .

s 'E_r:a_ipéﬁ_'a\nt .

that derior

‘ m'anzi"gars
-_hava a good

understandmg

" of theAudit

Commlﬁea 3

reapnna;bl_ll‘tlas.

. Presentatmns

‘ by semcr i-
o managers

: Gan bo ugeful.

in buﬂdmg

R trust and
. commumcatmn
- Jinks with de

committge,

in building trust and effactive communication links betweon the committeo and management,
particularly where the entity is managing significant risks and where Internal and/or external
audit have made significant rscommendations. Presentations -from senior management
should align with the Audtt Commitfes’s responSIbfl ties, .

33 Audi Commitizes A Guids to Good Practice, The Auditing and Assurance Standards Board, ths Australlan Instiluts
of Company Direclors and the Instituta of lntarnal Auditors of Australia, 2007, p. 9.
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Follow-up of audit recommendations

An important responsibifity of the Audit Commiittes is to review actions taken by managemsnt
to fmplement Internal and external audit recommendations. The action management takes
should accord with the responses and timeframes documented in the audit reports that have
been agreed by ths entity and reviewed by the Audit Cornimiites. Crie way the commitiee
can effectively monitor mariagement’s implementation of audit recommendations s io have
a standing- agenda ltem requiking a listing of cuistanding recommendaticns o be tabled
at scheduled mestings. To assist the committes to assess management's performance In
implementing audit recornmendatlons, internal audit should maintain an appropriate process

. formon itoring and reportlng on the status of agreed internal or external alidit recommendations

or agreed recommendations from pailiamentary committees -or other review bodies.
Outstanding recommendations should be prioritised for action by the Audii Commities.

Better practice committess will arrange for officers responsible for Implementing slanificant
audit recommendatlons to attend committes meetings to enable the commitiee to obtain -

direct feedback on progress In implementing the recommendations,’

Better practice comimittess will also ask management to review the findings of relevant ANAO
cross-agency audit reports or other publications, such as better practice guides relevant to
the entily, and {0 assess their own operailons agalnst the report’s recommendations and

better practice.

Where necess_ary, the Audit Committee should advise the Chief Executlve/Board on action it
considers necessary to address significant.issues in internal and external audlt reports. This
can be done through a written report or summary provided to the Chief Executive/Beard or
through discusslons between the Chief Executive/Board and the committee Chalr,

Ghisf Operating Officer

Increasingly FMA agencies are establishing a position of Chisf Operating Officer {COQ) as a -
key member of the agency’s executive management team. CCOs aré generally responsible for.
a broad range of administrative functions that wiill include matiers such as risk management,

legislative compiiance and internal audit, that are wihin the purvisw of the agency’s Aucit

Cominittee. -

* In these circurristances, thera may be an_inherent confligt of intgrest In the COO belng a
-momber of the Audit Committés. It I§ therefore better practice for the COO not to be a

member of the Audit Committes but could ba invited as an obsetvet, o prowde brleﬂngs 1o
the committes on business developments

Ch;ef Fm ancial Officer

The relationship between the Chief Frnanolal Officer (CFO) and the Audit Commﬁtee is an
important one in the context of the committee’s financial statemant and internal control

etla

e

CFO to advise the committes in a timely manner of all significant accounting and financial
raporting issues that may affect the finencial staternents and the underlying systems of internal
centrol, and for the commities to seek assurance that any such Issues are being addressed
in & timely manner. In addition, the Audit Committee can provide the CFO with advice and
assistance on matters refating fo the preparation of the enlity’s financial staterments.®

34 Further information on the relafionship between the Audit Committes and the CFO Is avallable in the”ANACO's Better
Practiee Guide Preparation of Financfal Statements by Pubfie Sector Enfities, June 2009. Ava:labie at <hl[pf/wmv .

Bnan.gov.alts,
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To avoid potential conflicts of interest It Is better practice for the CFO fo be fnvited to attend
Audit Commitiae meetings as an observer, rather than as a committee member,

- Chief Information Officer

Effective IInes of communication are required between the Chief Information Officer (ClO) and
the Audit Commiitee, as Information and communications technology is an important part of
the entity's business operations and will often be an area of risk requiring careful review. ldeally,
the CIO will be able fo clearly explain specialised information technology system matters to
the comrnittee, or a member will possess sufficient expertiss to enable the committee to ful[y

understand the ClO's edvice and any potential implications.

To avold a potentual conflict of lnterest it Is better practice for the ClO to be InVEted to attend
Audit Committee meetings as an obsarver, rather than as a committee member.

Head of Internal Audit

Establishing a scund ‘working relationship with the Head of Internal Audlit wili assist the Audit
Commities to rmeet Its responsiblliies, particularly those refating to internal audit that include
reviewing internal audit plans and reports, and resourcing of the intemai audit function. '

Ht would be expected that the Audit Commiites Is consulted on the appolntment of the Head
of lnternal ‘Audit, :

To avold a potentlal conflict of Intersst it Is better practice for the Head of Internal Audit to
be invited 1o attend Audit Committee mestings as an observer, rather than as a committee

member.

4.5 The Audit Committee and oifier commitices

The relationship hetween the Audit Comimittee and other cornmittees In an entity’s governance
framework Is Important to enable the committee to effectively meet its responsibiliies. For
example, If an entity has a Risk Management Committee and/or an IT Steering Committes,
the Audit Committee should be aware of the responsibilities and meeting ouicomes of these
corpmittees. This would minimise the chance of the Audit Committee duplaca’ung work done

by the TISK committes and/or Identify gaps that require attent[on

To facﬂitate the rera’clonshlp hetweon the Audi Commlttee and the work of the VElI’[OUS
management commlttees within an entity, i is smpor’fant thatthere isa ’umely and free ﬁow of

information between ’fhe committees,
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Better practice Audit Committees will have formal mechanisms to facilitate such an exchange
of Information. These mechanisms could Include:

o periodically obtaining briefi ngs from representatives of other comimiitees; and/or

e having the minutes of each management committee distributed to the other commfttees
as a standing itern on vach committea’s agenda. :

4.4 The Audit Committee and internal audit

The relationship between ths Audit Committes and internal auditors Is central to enabling the
commities {0 mest its responsibilities. As such, the relationship between the Head of internal
Audit and the Committee Is an mpoitant one. Internal audlt Is functionally responsnble to the
Audit Gomimitiee and works to the committes through its Head. .

Reports by intern‘a] audit provide the Audit Committee with a key soures of information on
the entity's performanee. Maximising the value of internal audit raquires that open lines of
communication ars establishéd and maintained beiween Internal audit and the committes,

Sirategic and Annual Internal Audit Work Plans

The Audit Committea should review and provide advice to the Chief Executive/Board on the
adequacy of Strategic and Annual Internal Audit Work Plans.®

The nature of the Internal Audit Strategic Audit Plan will be commensurate with the size and
complexity of each entity, as well as the entity’s tisk proflle, and the extent of the entity’s
investment in the internal audit function. In developing this plan consideration should be
given to the entity’s goals and objectives, intarnal and external risks, the work of other review
activities or functions, stakeholder expectations and ihternal audit business objectives and
management strategios. There should be sufficient flexibiiity In the Internal Audit Strategic

JAudit Plan to accommodate additional audits that the Chief Executive/Board may cormmission

from time to time.® The Annual Internal Audit Work Pian should be reviewed perlodically by
the Audlt Comimities to re- COﬂfll'm the relevanoe and prlonty of audit topics.

Whera the Infernal audit function s outsourced, particular attention should be.glven to potentla!
confiicts of mterest when consmﬁenng the, appomtment of a seivice provider or the proposed
In’{emal Audnt Strategic Audit Plan. It Is Important 10 fully consider any restrict} ons placed

34

on the scope of audit coverage, and to help the commlttee gauge the level of coverage of
particutar areas over ime the committée would consider previolis audit activity in the areas

Identified for audit.

35 FMA Regulatfon 22C(4)(s) provides for FMA Audit Commitlees to advize the Ghief Fxecutive on internal audit plans.
38 Contents of a better praclice Internal Audit Strategie Audit Plan are cutfined in the ANAO's Belter Praclice Guide Pubile
Seclor Internal Audit, ANAQ, Septernber 2007, Availabla at <htip:/Awww.anac.goviau>.
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Once approved, the Audit Committee should consider the mechanisms for communicating
the approved plan to relevant stakeholders, including the Chief Executive/Board and senlor
management. Entitles might consider placing the approved Internal Audlk Strategic Audit Plan
on their intranet to make It avallable to all stakeholders and staff,

Onanongoing basls during the year the Audit Committeg would review internal audit’s progress
In carrying out the approved work program. This review would teke into consideration:

s reasons for any adjustments 1o the scope of the review, particufarly when requested by
the Chief Exacutive/Board; and '

changes to the timing of assignments and reasons for any delays agalnst the approved
timetable. '

Internal audit resourcing , .

Animportant responsibility of the Audit Committes Is to be satisfied that thers ars sufficiently
skifted internal audit resourcas available to undertake the approved internal audit work program,
including providing support for, and input to, the committes, Consideration of internal atidit.
resources would Include a perlodic raview of the model of internal audit the entity uses, that ls,
In-house, outsourced or co-sourced, and the range of resources required, to assess whether
they are appropriate for the entity. Considerations would include the Internal Audit Strategic

Audit Pizn and the audits required to be conducted,

If the committes decldes that Infernal audit resources are not adequats, the Chair of the Audit
Committee should formially raise the commiitee’s concerns with the Chief Executive/Board.

Where the Internal audit function is outsourced, it would be expected that the committes
wouid provide Input to the statement of requirernents developed as part of a tender process
and provide advice on the appoinfment of the service provider, In particular, the committee
should be alert to any potentlal conflicts of Interest involving possible service providers.
Where intemal audit is provided In-house, the comimittee would be expected to contribute
io the sefection process of the Head of Internal Audnt partrcufariy in determining the qualities

expeoted of the appointes,

Internal audit reporis

In addition lo regular, informal comrmunication between internal audit and the Audit
Committes, the commitiee should receive regular reports, in an agreed format, frorn Internal
audit on the resuits of their work, This should include management’s response to internal audit
recornmendations and other stggestions for Improvement. Responses from management

should be dear and concise and should include:

Itis important
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- frnm mtemal .

s  whether management agrees of disagrees with the finding and recommendatior, If thers '.'audit on the .
is dlsagreement identify the reasons; and . .-results ofthen' .
" work.”

idertifying the specific position or work area responsible” for implementing the
recommendation; a brief-ouiline of the action to be taken; and the timeframe for

- Implementation.
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Audit Committee members-only session with internal audit

It is better practlce to have a private session with infernal audit, at a scheduled mesting(s)
during the year that provides an opportunity for the committes to raise issues, ask guestions
and seek fesdback from the internal auditor without managsment present. This supports the

recognition of the independent role of internal audit.

Part 3 includes a checklfst of matlers the Audit Commiites may wish to d/scuss with mtema! audit al
ihis session {pages 105 fo 107).

Review the performance of infernal audit

Each year the Audit Committee should raview the performance of Internal audit, The Audit
Committee should also commisslon a periodic exdernal review of internal audit.

4.5 The Audit Commiitee and external audit

External auditor incdependence in the public sector does-not present the sama challenges for

an Audit Committes in the private sector, given the legislative requirements supporting the -

" independence of external audlit,®®

Trank exchange .

-t

] of rnfermatlon

w;th externai .
s audlt

To have an effective relationship between the Audit Cormmittes ard oktemal audit, there should
be a machanisin in placs to facilitate an open and frank axchange of Information between
committea members and external audit throughout the year. Audit Committee mambers
should ba in a position to be able fo openly discuss matiers of interest In a sensitive manner
with the external auditors in any areas coverad by the Committes’s functions.

External audii coverage

The Audit Commitiee should be briefed on the proposed external audit coverage and fully

congider:

s the fmanc;al statement areas of audit focus, the assessment of entity rlsks, and assoolated
feas (whera applicable);

e  proposed performance audit coverage;

s any potential overlap with Internal audit coverage; and

"o theimpact on internal entity resources and management effort.

It Is expected that the Audit Committee would review all substantive correspondence from

external audit about planned audits, audits In progress, and completed audits, and extend )

a standing invitation for the external auditor to be present at each committas meeting for all
agenda fterns {with the excepticn of members-cnly sassions that the Commiites may hold

36

peifodically). Being present at each mesting as an observer allows the oxtemal auditor 1o
obtaln a better understanding of an entity’s cpserations and risks and, among other things,

-enables external audit to provide a status report on audi activity and to provide Input for the

committee’s delibarations.

37
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Standard 1312 of the International Stangdards for the Professional Practice of Infernal Auditing requires external assessments
to be conducted at least once every fiva years by a qualified, independent reviewer or review team from outside the

organisation..
Tie external audit function for FMA and CAC eniltles ia the responsibility of the Auditor-General as provided for by the

Auditor-General Act 1937,
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The Audit Committee should obtain.a brlefing from external audit on the resulis of their audit
of the financlal statements, The commiitee should also be brisfed perlodically on the results of

any performance audits or assurance reviews undertaken.

Where external audit utilises the services of a third party service provider, an Audit Committee
may wish to consider the steps necessary to gain assurance that there Is no conflict of interest
with respect to the work undertaken by a third party service provider. In some cases, this
could Include the Chalr, or other nominated member, atiending presentations by tenderérs
during the tender process, Audit Committeas should also obiain perledic assurance that any
new contrectual arrangements between the entity and the third party service prowder ¢o not

result In conflicts of interest.

-Eaci year, the Audit Commiltee should review its relationship with external audit and any
third party setvice provider engaged by external audit, The review should Include providing
feedback on the service provided, and on the effectiveness of communication and reporting
between external audit, the committes, internal audit and management.

Audit Gommittee members-only session with external audit
It should be standard practice for the extarnal auditor to meet alone with the commities
members at least once a year.

Having a private session with external audit representatives provides an Important opporiunity
for the committes fo ralse issues, ask questions and seek feedback from external audit without

Internal audit or management observers present.

Fart 3 incluites a chacklist of matiers the Audit Commitiee may wish to discuss with external audit at
this session (page 109).
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Conduct of the Audit Committee

The operation of an Audit Committee will be enhanced by: having an effective Chair; the
commmittes being supported with appropriate secretarlat arrangements; meetings belng well
planned and conducted efficiently; committee mambers having appropriate access to eniity
staff and information; and actual and potential conflicts of interest being effectively managed.

Efficiencies can also be achisved in some drcumstances if small agencies are abla to meet their -
legal obligations by utilising the members and suppert services of larger Audit Commiitees.

In managing Audit Committes activitles, it is important for entities to meet all relevant legislative
and poiicy requirements, particularly in refation to the appeiniment of external merbers,

5.1 The role of the Chair in the conduct of the Audit _Comm_iﬁ:ee

The Chalr plays a pivotal rols in the effective functioning of any committee, with particular oL
Tha Chair plays

responsibilitiss to set the tone and direction of the committes’s delibsrations.
. : ! . _ apivotal role
The chairperson Is the most important appoiniee. The chairperson needs fo have expertise and inthe effective
experfence in governance and to bring personal qualities and independence fo the rofe that vl gyetiontng
opently and effectively Involve all those the Audit Committee needs to work with,®- of an Audit

Committee,-

The Audzt Commlttee Chair s:responsrbﬂttles wrll generally be to:

g

[ o recommend tothe Chlef Executlve/Board the apporntmen’t ofAudlt Gommlttee members.:‘

. aesnst comm|ttee members tc malntam a good understandlng of the en’niys objectgves
N busmees needs nske and prlcrmee . RN Pl .

o _ee’ttfe the agenda for eaoh meetmg wnh the commrrtee eecretanat

H
5
i
I
!
1
; - leed dlscussmn and encourage ’rhe parttcrpation of other membere and focus the:_
li - " . - -

' {_ eeek the rnput cf observere or. other experte to maxrrelse thelr contrlbutlon to the,
' _dehberattons of the committee P e B S T -

H

!

e summarse d|scus3|on outcomes and ac:tlone Jnoludlng aselgmng responsrblilty and
————m——eeﬁeframeaforaot,u..o, = e - - C—

E report formally and lnformally tothe Chref Execu‘ave/Board

° attend formal and mformal rneetmgs wnth senior management the Ch|ef Fmanolel Oﬁxoer '
the Chief Infcrmat!cn Off[cer, the Head of Internal Audit and axternal audlt as reqUired; and

e arrange for a penodlc rev;ew of the effectwenese cf the Audrt Commrttee againstits oharter

39  Audit cornmitfess in the public sector, Controller and Auditor General, New Zealand, March 2008, p. 62, Availabla at <http://
WAWW.0RG.govt.NZ> .
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To be effective, it is Important that the Audit Committee operates in an environment of co-
operation and trust. This Is generally achieved when the Audit Cominitiee Ghalr promotes an
open and cooperative relaticnship with senior management, other entity committees, and the

internal and external auditor.

Part 3 inciudes a discussion checkiist that the Audit Commitiee Chair may wish to use In discussions
with the Chief Executive/Board {paga 112).

5.2 GCommiltee secretariat

It is important that the Audit Cormmittee Is appropriately supported by effective secretariat
arrangements. |t is expected that the secretariat work closely with the Chalr to assist in

. ensuring that;

» all committee papers are of an appropriate standard and are avallable to committce

members sufficiently in advance of meatings to allow members appropriate timeframes
for review and consideration; .

* minutes are maintalned of committes mestings; and

s members ars kept abreast of key dsveloprhents in the entity.
Secretatlal responéibilities Would generally include:

o J%aising with the committee Chair to prepare maeting agendas;

* coordinating the preparation and circulation of committes papers within agreed
timeframes;

. ®  preparing minutes of committee meetings, lncludlng action points arlsing from meetings

and details of actions to be undertaken by management;

s supporting the Chalr Inthe preparation of Audit _Comm%’riee reports to the Chisf Executiva
and/or the Board; -

e malntazmng a record of when members terms of appointment ‘are due for renewal or
termination;

s snsuring that new membérs receive appropriate induction training, and that all membars
are supported in identifying and participating in engolng training; and

¢ managing expenditures relating to the Audit Cormmittes’s operations.

The secretarlat also has an Important role in assisting the Audit Committes to maintain
communication channels between the Internal and external auditors and to assist the
committes in keeping the Chief Executive/Beard informed of the Audit Commitiee’s activities,

The secretariat can also assist the Audit Committes by providing members with progress

40

reports from Internal and external audit, as outlined below:
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o A progress report from the-Head of Internal Audit surmarising:
> WOi’k peﬁormed (and a companson with work planned},
> key issuss gmergmg from internal audit Work;
> signiﬁcah% c_:han_gesvto thé orgénfsaﬁon's Risk Register;
> managerﬁehtﬂresponse's 'tt) audit recorﬁmendaﬁéns; and
> any resourcing fssues affecting the delivery of internal audit,

*  Areportfrom external audit summarisfng work done—financial statements, performance
audits, cross-agency audits, better practice guides—and emerging findings.

5.3 Audit Commitiee p!énning

The preparation of a forward meeting schedule that includes the dates, location, and

agenda items for each meeting, and covers all the commities’s respensibilities as outlined
in the cormmittes’s charter can assist the meeting in undertaklng thesa responabmtles ina
stuctured and timely manner. :

Some committess see benefit in ar'ranging a séparate planning mesting at which the work
of the committee for the next 12 months can be discussed, priorities Identified through
discussions with relevant entity managers, and any changes to the committes’s functions

and responsibilities identified.

Part 3 includes a proforma Audit Committes forward meeting schedule (page 113).

5.4 Audit Committee meetings

Number and timing of meelings

Audit Committee mestings are generally spread across the year with cne meeting timed to
match the entity’s financlal statemesnts timetable. While the number of mestings and their
duration wifl vary depending on the range and complexity of the commities's responsibilities,
it would be expected the committee would meet at least four times a year, together with a

CAudit -
" Committees

benefit from

" having a
- eurtent forward -

meet}ng
schedule.

: The number .
* and doration -
" ofcommities -
: meetmgs will - .
- depend on
il range and ,'
" complexity of -
‘the commrttees
" respongibilties; -

special mesting to consider the entity’s financial_statements. Committess. are. increasingly
seeing this meeting schedule as a minimum requirement in an environment where Chief
Executives/Boards are seeling a greater level of assurance and advice from Audit
Committees, combined with the increasing complexity of entity responsibilities. Comimitiees
should carefully consider whether they have schedtiled sufficlent meetings to ensure'they are
able to fully discharge their responsibilities. For example, where significant issues arise during
the year In relation to high risk programs or activities for which the committee has review
respensibilities, committess should consider the benedits of scheduling additional meetings.
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The Audit Committes charter should require the Chalr of the committes to hold a meeting
If asked to do s0 by the Chisf Executive/Board, and for the Chair to decide If a meeting is
required if requésted by ancther member. It may at times be appropriate to deal with lasues
out-of-session to keep colnmittes meetings focused. .

Attendance at meetings

It Is expected that internal and external auditor representatives will be Invited to participate
in all agenda ltems at each committee meeting as obsetvers, The commitiee may also ask
rmanagement representatives to attend commiitee mestings for particular agenda items.

As the Chief Executive/Chalr of the RBoard would not be expected o be on the committes,
they may bs Invited to attend commitiee meetings to participate in specific discussions or
provide strategic briefings. Sorme committees provide the Chlef Executive/Chair of the Board

with a standing Invitation to attend commities meetings.

As committee members should be appointed for thelr particular skills and expetience, it is
generally accepted that members not be permitted to send proxies If they are unable to
attend meetings. However, arrangements may be required to address clrcumstances where
management reprosentatives on the committee are absent for lengthy periods or act in
positicns that would generally exclude them from membership.

Cuorum

A qudrum should consist of a majority of committee members, In committess which have
more than one external member, particularly In FMA entities, it Is better practico for a quorum

to include at least one external member,

In CAG entities the quorum for meetings of the Audit Commiittes is two pefsons or if the
majority of the committeo Is greater than two persons, then that number of persons.

Meeting agenda

Audit Comrmittee meetings should be well structured and managed. The sfficient running of
sach meeting can be assisted by: . ’
»  the Audit Ccmmittee Chair approving the agenda;

s __the agenda ensuring_important and/or contentious rmatlers be@_discussed ahead Gf
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ahead of

more rout%ne
busingss.

more routine business;
the meeting starting and firishing on time;
= members agrecing the priority to be devoted to cach agenda item at the commencement
- of each meeting; .
¢ each member being able to be briefed before each mesting by the secretariat on the
major issues to be discussed; and

¢ meeting papers being prepared and presented in an agreed form.
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Some committees find it beneficial to set time aside befors each meeting for the Audit
Committee members to discuss the agenda and any issues they wish to discuss in more
depth with management, This ‘committee-only’ time also allows Audit Committee mermbers to
discuss issues with ather members before management representatives and other observers
Jjoln the mesting.

As discussed previpusly, it is important that the Chalr and other committee mernbers Interact
with senlor managers outside committes meetings so that an entity can benefit from acdvice
and insights that committee members can provide, and to asslst committee members in
* keeping abreast of business developments.

Minutes of Audit Committee meetings

Minutes of Audit Committee meetings should be clear and concise, providing a summary of
the outcomes and actions with tlear responsibilities and timefrarnes attathed. Draft minutes
should be distributed to the Chair within one week of the mesting for clearance, and to
committes members within two weeks of the mesting. In addition to the minutes, and as
mentioned in section 5.2 above, It Is good practice for the Audit Commilttee to pravide the
Chief Executive/Board with a brief summary of the issties dealt with et each meeting including
detalls of actions to be undertaken by managetnent.

In CAC entities, 1t is good practice for Audit Committee minutes to be clreulated with the
papers of the next Board mesting and for the Chalr of the Audit Committee to provide an
update to the Board on thelr contents. In FMA entities, the minutes should be provided to the
Chief Executive and, where there is an Executive Board, to members of the Board.

Part 3 includes a meeling preparation checklist (page 112).

55 Managing conflicts of interes

To strengthen the Audit Commities's actual and perceived independence, the comimitiee
should develop protocols for dealing with actual or percelved conflicts of interest.

These protocols could include the following arrangements:

e each year, members of the Audit Committes declare potential, perceived or real conilicts
of interast they may have in relation to their role, and be required to update them
regularly during the financial year, External members should consider past employment,
consultancy arrangefnents and related parly lssues; and

e.  atthe baginning of each Audit Committes maeting, members should raise any conflict of
interest issuss and, where required, the member should be excused from the meeting for
the relevant agenda item{s). '

Where members or observers at Audit Committee meetings are deemed to have a real or
percelved conflict of interest it may be appropriate that they are excused from comimittee

- Itis important -

that the Chair
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teliberations on tho issue wiete @ conilict of interest exists. Details of potential or actual
conflicts of interest declared by members and action taken should be appropriately minuted.

These protocols should help reinforce the importance of committees identifying and managing,
where necessary, actual and potential conflicts of intorest.
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5.6 Access to staff and information

The Audit Committea charter should provide the committes and individual members, where
agreed by the Chair, with the authority to access entity staif and information held by the
entity that Is relevant to the committee’s responsibiiities. In exercising this authority, the
committee and individual members should at all times be alert to the risk of interfering In the
executive authorfty of management In practice, the requirement to separately acchess staff
and Information would be expected to be on an exception basis.

To enhance the committee’s Independence and its capacity to obtam a full appreciation
of relevant fssues, the Audit Committee charter would also be expected to authorise the
committes 1o seek independent professional advice, as and when raquired.

5.7 Audit Committee arrangements in small entities

A number of FMA and CAC entities required to estabiish an Audit Committee are very small,

. soma employig fess than 10 staff, There can be practical difficulties associated with such

entitles establishing a viable and effective Audit Committee. There may be et in these
entities exploring ways of entering into contractual or other coopsrative arrangements with
other entities within thelr portfolio to mest, in a cost-effective way, thelr legislativa obligation
to establish an Audit Gommittee. This could be done, for example, by sharing members and
support services with another commitiee.

In clrcumstances where a committee acts as an Audit Commitiee for more than one entity,
It Is important that each committee has its own charter and merhbership and separate
minutes be kept for each committee and provided to the Chief Exscutive of each entity.
These arrangements will provide evidence of compliance with section 48 of the FMA Act. The

" committes should also consider if any Issues regarding potential conflicts of |nterest arise as

a result of sharing Information ameng entities.
For example, the audit committee arrangements could involve:

therAudit Committee of thé large entity (entity A) having as tha fast agenda item the Auclit
_ Comimittee meeting for the small entity (entity B);

]

*  altendance for this agenda itern including one or tnore members appointed by the Chief
Executive of entity B, together with chservers;

®  one or more members and observers of entity A lsaving the meeting (Note:.it would be
preferable if the Chalr remained the same person for both committee meetings);

»  the Chair of the Audit Committen formally closing the meeting for entity A and opening
the meeting for entity B; and

¢ the secretariat preparing separate minutes for both audit committees and distributing
them to members of each committee.

a4
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5.8 Contractual arrangements and remuneration

When precuring the sarvices of external members of the Audit Committee, FMA entities must
comply with the Commonwealth Procurement Guidelinas and CAG entities must comply with
the Finanice Ministar's (CAG Act proctirement} Directions 2009, where applicable.

When accepting an appointment to serve on an Audit Committee, exiernal members should
ensure that the contractual arrangements established clearly outline thelr role and the terms
and condiitions of their appointment. This shouild include any requirements relating to hours to
e worked, indemnity insurance, signing of conflict of interest declarations, remuneration and
any specific requirements, so members fully understand their obligations. )

External cormmittes rmembers should be remunerated at a lavel that reflects the time It takes
o effectively mest thelr responsibilities. Allowance should be made for the particular skills
and expertise the member will bring to the committee, and the time required for meeting
preparation and attendance at meetings and Interaction with manageament outside committee
meetings. Recognition should also be made for the additional responsibilities of the Chalr,

Insurance arrangements

When considering the issue of external members' professional indemnity Insurance cover,
entities would be expected to take into account the generally advisory nature of the committee
and any risks to the entity of relying on the advice or actions of an individual member, as

distinct from the committes as a whole.
In this regard, #t would be Important to recognise that the advice provided to an entity and the

exercise of certain functions such as the signing of committes minutes and the proviston of a
report to the Chief Executive Is in a person's capacity as a member of the Audit Committes,

rather than as an individual,
Wheare an entity Intends o seek advice from an external member In thelr individual capacity,

independently from thelr role as a member of the Audit Committee, such arrangements should
be covered by separale contractual arrangements and insurance anrangements separately

assessed.

External '
Committes
members

_should he

remunerated
al alevel that
reflects the
tima it takes

1o effectively
maet thair
responsibilities

Chapter 5 - Gonduct of the Audit Committee 45




48

Better Practice Guide | Public Sector Audit Committess




£ Assessment of the Audit
W Committee’s peﬁﬁrmame

A structured and formal evaluation of an Audit Committee’s performance can help ensure
the commiitee delivars on its charter and can help the committee continuously enhance its
contribution to the Chief Executive/Board. The evaluation may be a self-assessment, with input
from key stakeholders, or involve facilitation or review by an external party. Self-assessment
Is generally considered to be a sufffclent method of evaluation for governance caommittees.

6.1 Audit Committee performance assessment

The performance assessment process should involve an assessment of the committes as a
whole and may exiend to an assessment of the performance of individual members.

A better practice committee will complete an assassment at least every two years to svaluate
its performance against its charter end Involve input from:

¢ the Chisf Executive/Board on the guality and timsliness of assurance and advice provided
by the committes;

¢ individual committes members on the effectiveness of the committes in mesting its
respeneibilities including planning, the decision-making process, and the relatlonsh inp and
guality of communication with stakeholders; and

s key stakeholders, for ef(ample, senior management, the Chief Financial Cfficer, the Chief
Information Officer and external audit, on the effectiveness of the committea's stakeholdar

management.

The results of the assessment should be provided to the Chief Executive/Board, who should
censider the findings and any recommendations of the assessment and, if required, ensure
appropriate action is takan to enhance the committeg’s performances.

A structured
and formal
evaluation of

a committeg’s
responsibilities
can help ensurs
the commities
meets its
responsibilities,
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Assessment of an Audit Commitiee member’s performance

Inan FMA e‘ntity, conslderation of an executive mamber’s performance on an Audit Committee
will, in practice, be undertaken as part of his/or her overall performance assessment.

S It would be sxpsctad that the Chalr of the Audit Committee would undertake a performance
The Chair . , : . .
Lt assessment of external members where an extension of the member's ten_ure is being
shouidassess o cidered, taking Into consideration whether the mamber has:

an Internaf -
members o agood understanding of the entity's business;
perfornfance , . . -
whenai @ dood understanding of, and cornmitment fo, tha committea's responsibilities;
extension of - 5 displayed the ability to act objectively and independently and made a constructive
the member’s contribution to the work of the committes; and :
tenura is being '

» displayed a wilingness to devote the time raquired to prepare for, and participate in,
committee meetings.

considered.

In CAC entities, the Chair of the Board would generally incotporate an assessment of the
performance of non-executive members of the Audit Commities into their overall performance

assessment.

Fart 3 Includes a pro forma Audit Commitiee self-assessment questionnaire (page 107),
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APPENDIX 1: |
Application and terminology

For entities subject o the Fihancial Management and Accountability Act 19974 (FMA
* Act), responsibility and accountability for the entity rests with the Chief Executive, and for
Commonwealth Authorities and Companies Act 19974 {CAC) entitles, responsibility and
accountability for the entity rests with the Board. '

Soma entities have different governance structures, depanding on the eniity’s particular
enabling legislation or other instritment of appointment. These arrangements can include
entities governed by a single Chief Exscutive or a Chief Executive together with a number
of full or part-time appointess. The specific arrangements under which entities are
constituted will, in turn, dictate thair governance arrangements, including the composition

and membership of the Audit Committee,

For the pumose of this Guide and for ease of presentation, the term ‘Chisf Executive' is
used for entities where responsibility and accountabllity rests with an individual {such as for
the majority of entitles subject to the FMA Act). The term 'Board’ is used for those entities
whers there Is collective responsibility and accountability for the operations of the entity
via a Board of Directors. In the latter case, i is assurmed the Board will consist solely cf, or

‘have a majority of, non-executive members.

This Guide does not specifically address Australian Government companies as these
have particular requirernents under the Corporations Act 2001, although the principles
and considerations outlined in the Guide will have general application to all Australian

Government entities.
Thers are also a number of Australian Government bodies that are not subject to either the
FMA or CAC Acts. These include statutory corporations and entities such as partnerships,

joint ventures. and trusts. The principles and considerations outlined In this Guide are
also applicable to these bodies if they have established an Audit Committes within their

govarnance framework,

40 FMA Act, Department of Finance and Deregulation. Avallable at <http:/Avww.comiaw.gov.aw/comiaw/>.
41 CAC Act, Dapariment of Finance and Deregulation. Avalable at <httpr/Awww.comlaw.gov.au/comlaws>,
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APPENDIX 2:
Audit Committee legal sta'mg and
legislative and policy requirements

L.egal status of FMA and CAC Act entilty Audit Committees

Audit Committess of FMA and CAC entities do not have their own legal identity and are generally
advisory in nature. The Chief Executive/Beard may delegate executive or declsion-making powers
to the commities, provided any such delegations comgly with all relevant legal requiremnents for
that delegation {for sxample, as specified in the FMA Act, or in the entity's enabling legislation). Any
such delegations may, however, affect the role of the committes and its members, in particular ths
legal obligations of members who are rmanagers of the entity, and the insurance requirements for
external members, .

An Audit Committee {and each of its members) should act only within the scope of the commities's
specified functions and responsibilities and in accordance with any instruments of appoiniment,
authorisatlon and delogation. )

Audit Committee members are expected to exercise thelr powers and perform thelr functicns
with due care, skil and diligence and act In good faith In the best Interests of the entity and for a
proper purpese.

Audit Committee members are perscnally liable for any breach of thair duties In respect of actlons
taken by them and may be held liable for a breach of thelr dutles or legal obligations, ard for
contraventicns -of the general law. However, an Audit Committes member's potential llability, in
respect of their committee duties, wilf generally be no greater than that;

e towhich they would be subject in respect of thelr general duties within that entity {for a member
that already holds anothar exacufive or non-exscutive position within the same ertity); or

» ° 1o which they would be subject in the course of providing such services on a normal
contractual basis (for an external committes member).

FMA agency audit commitiee iegis?aiiﬁe and policy requirements

! FMA Act” | Section 46 of the FMA Act provides that:
| .~ | 1. A Chief Executive must establish and mai ntatn an audit committes with
functions that include:

regulations and Finance Minister's Orders; and
b) providing a forum for communication between the Chief Exacutive,
the senlor managers of the Agency and the internal and extornal
: _ auditors of the Adency.
. o _ 2. The committes must be constituied in accordance with the regulations
! . (if any). '

!

;

]

' - — artielping-the-Ageney-to-comply-with-obligatlons-under-this-Act the
E .

|

|

H
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FMA Regulation 22C states:

Fégu[aiions‘-_*? ]

) Membership
(1) AChlef Exacutive who is appointing cne or more members of an audit
committee must:

{a) have regard to;
() the Agency's governance framework and asstrance mechanisms;
} and
s . (i) the key risks to the Agency, Including risks relatlng to program
delivery and Implerentation; and
{b) ensure that each member to be appolnted has, in tha Chief Executive’s

i opinion, appropriate skills and experience to carry out the committee’s
‘ functions, including the abiity to advise the Chief Executive about how

the Chief Executive can manags the key risks; and

(¢) ensure, as far as practicable, that the committes includes at least one
member who is not an employee of the Agency (an external member).

(2) The Chief Executive must appoint a merber of an aldit committee {who
may be an external mamber) as the Chair of the committes.

(3) The Chief Executive must give an audit committes terms of reference that
? inclide particulars of: -

&) its functions; and

(b} the frequency of its meetings; and

{©) its membership.

Functions of audit commitiee

(4) In addition to stibsection 46 (1) of the Act, the functions of an audit
commitieg include the following, Unless the Chief Executive decides, in
wiiting, that the committee is not to have a particular funciion:

(@ reviewing periodically the adequacy of the Agency'’s governance
arrangements; '

{b) reviswing the operational effectiveness of the Agency’s risk
management framework;

- (c) reviewing the adequacy of the Agency's internal control environment;

l
: - {d) reviewing the adequacy of the Agency's controls that are designed to

52

—ENSurE the Agency's coriplianice witiTleoislation;
(&) advising the Chief Executive about the internal audit plans of the i
Agency; .

B e PP NI OO |

42 FMA Begulations, Department of Finance and Deregulation. Avallable at <httpr/Awvww.comlaw.gov.au/comlaw/>.
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(8) A Chief Executive may add to, or vary, the functions of an audit

{f) advising the Chisf Bxecutive about the professional standards to be
used by internat auditors in the course of carrying out audits in the

Agency;

(0} as far as practicable, coordinating work programs relating to internal
and external audits;

{h} reviewing the adequacy of the Agency's response to reports of
internal and external audits;

{ii reviewing the content of reports of internal and external audits, for
the purpose of Identifying material that Ia relevant to the Agency, and
advising the Chief Executive about good practices:

() advising the Chief Executive about action o be taken on significant
matters of concern, or significant cpportunities for improvement,
that ara mentioned in reporis of internal and external audlits;

{k} advising the Chief Executive on the preparation and revisw of the
Agency’s financial statements;

() providing any other advice to the Chief Executive about the Chlef
Executiva’s obligations under the Act.

committee, having regard to:

{a) the Agency's governance framework and assurance machanisms;
and ’

{b} the key risks to the Agency, Including risks relating to program
delivery-and implementation.

Appendix 2: Audit Committee legal status and legislative and policy requirements
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Finance "
GJrcu!ar No
2009/06 :

f
Ce#!iﬁcére of
Cormpliarcé. -, -
-~ FMA Act- -

agencles®® .

I
}

| The CoC process requires the Chief Executive of an FMA agency o

Chief Exectitives of FMA agengles are required {0 provide an annual
Certificate of Compliance ({CoC) to their portfolia minister and copied to the
Minister for Finance and Deregulation, by 15 October each ysan

certify, having regard to advice provided b_y the agency’s internal control
mechanisms, management and the Audit Comimittes, that the agency:

s has complied with the provisions of the FMA Act and Reqguiations;

» has exercised the powers delegated by the Finance Minister in
accordance with the delegation; -

e has complled with Australian Government requirements on foreign
exchange risk management;

@ has complied with legal and financlal requ;rements for the management
of Special Accounts;

+ has complied with the financial management policles of the
Commonwealth; _

* s operating within the agreed resources for the current financlal year;
and

= has adopted appropriate management sirategies for all currently known
risks that may affect the financial sustainability of the agency. |

CAC enfity aud;t commiiiee ieg:s%aiive and po!my requirements

CAC Act 1997

!
3
x'
i
i
i

Sactlon 32 of the CAO Act prowdes that:
1. The directors of a Cormmonwealth authority must establish and malntain
an Audit Committee with functions that include:
g) helping the authority and its directors to comply with cbligations
under this Act; and
b} providing a forum foi communication between the directors, the
senior managers of the authority and the nternal and external

auditors of the authority.
2. If the regulations state how the commitiee is to be constituted, it must
. he constituted | n accordance with the regulahons

54

43 Finance Gircular No. 2009/08, Cariificate of Compliance — FMA Act agencles, Department of Finance and Deregulation,
Available at <hittp:/Avww finance.gov.aus>,
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i CAG :7\ - CAC Regulation 6A provides that:

] -
?gg;f’“o”? L (1) For subsection 32 (2} of the Act, the audit committes of a
T L Commonwealth authority is to be constiiuted as follows:
{a) the chalr of the committee rust be a person other than:

o A () the chalr of the authority; or

{i) an executive director of tha authority;

(b) the committes:
{) must be made up of at least 3 persons; and
(i) may includs only 1 person who is an executwe director of the
authority; and

(iii) subject to subregulatioh (4), must not include senicr managers
or employaes of the authority other than the executive director

mentioned in subparagraph (i),
{2) To avoid doubt, a committes may inciude persons who are not directors
of the autherity.

Note The chair of the committes may, for example, he a non executive
director {other than the chalr of the autherity) or an external apporntee

of the authority.
(3) The quorum for meetings of the committee is: -

(a) 2 persons; or
: (b) If the majority of the comrmities s greater than 2 persons — that
rumber of persons. _

{4) The audit commities of the Australian Government Solicitor (AGS) may
include members of the AGS Advisory Board.
Note The AGS Is established under section 554 of the Judiciary Act
16035. The AGS Advisory Board is established under the corporate
governance arangements that apply {o the AGS In accordance with
section 557 of that Act.

44 CAC Regulations 1997, Dspartiment of Finance and Dereguiation. Available at <hitp:/fevanfinance.gov.aus,
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Fnance .- - CAG Act bodies in the General Government Sector (GGS) must report
- Qi__rc':L__llz_sngogf . on legislative compliance and financial sustainability to the Minister
2008/05 *.-° | for Finance and Deregulation {Finance Minister) as well as the body's
CoLTT responsible Minister, by 15 QOctober each year.
Compliance, The GoG process requires the directors of each GGS CAC Act authority
i f-‘x’gp:d:fiqg‘ o ‘and wholly owned company to certify, having regard to advice provided
| — CAC Act_ ~ by the agency's Internal control mechanisms, management and the
: Bodigs®™s Audit Committee, In their opinion; :

{&) they and thelr body-have complied with the provisions and
requirements of the CAC Act, CAC Regulations and the
Commonwealth Authorities and Companies (Report of Operations)
Orders 2005 {CAC Orders)®; and

(o) the costs of the body are forecast to be within estimated sources
of external receipts for the current financlel year, including, whers
appropriate, esiimates of revenue in the Australian Government’s

central budget system.,

45 Hnance Giroutar No.2008/05, Compliance Reporting - CAC Act Bodies, Bepartment of Finance and Deregulation, Avallable
at <http:/Awwwifinance.gov.atts,

48 As amended or replaced.
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Appendix 3: Example of an assuranca map for Audit Committee use



