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1. PRESENT/APOLOGIES 

 
 Present: 
 Ian McKaskill  (Chair) 
 Robert Richards 
 Michele Sheward 
 Cr Margaret Rae (Mayor) 
 Cr John Kennedy 
 Cr John Walsh 
 
 In attendance: 
 Margaret Abbey, CEO 
 Michael Chesworth, General Manager Corporate Services 
 Andrew Bond, Manager Business Services  
 Heetesh Choony, HLB Mann Judd  
 Debbie Prout, TRIM Project Officer   
 
 
Apologies were received from Remy Szpak, VAGO and Mark Holloway, H L B Mann Judd 
 
Noted. 
 

2. DECLARATIONS OF INTEREST 

 
Nil. 
 
Heetesh Choony, HLB Mann Judd attended the meeting at 3.03pm. 
 

3. CONFIRMATION OF MINUTES 

 
  Minutes of Audit Committee Meeting held on 12 December 2013. 

 
Recommendation: 
That the Minutes of the Audit Advisory Committee Meeting held on 12 December 2013 be 
confirmed. 
 
RESOLUTION: 
Cr J Walsh / R Richards   
That the Minutes of the Audit Advisory Committee Meeting held on 12 December 2013 be 
confirmed. 

CARRIED 
 
 

4. REVIEW OF AND BUSINESS ARISING FROM PREVIOUS MINUTES 

4.1 AUDIT COMMITTEE WORK PLAN 

 
REF: 14/2050 
 
(Refer Encl 4.1 – Internal Audit Committee Annual Plan) 
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The Internal Audit Committee Annual Plan as amended February 2014 is attached for 
reference.  Please note that the following has been added to the Plan (refer Item 4.3 in Minutes 
of 12 December 2013): 
 

 Self Assessment items F(a) and G(a) be added to the Agenda each quarter  

 Item G(c) be reviewed with the Charter and presented at the fourth quarterly meeting.  

 Item A(g) be added to the Agenda 
 
 
The Chair requested that the Audit Advisory Committee be kept informed of legislative 
changes that impact on controls that Council has employed to manage significant risk. 
 

4.2 REVIEW OF INTERNAL AUDIT REPORTS AND MANAGEMENT RESPONSES 

4.2.1a  Cash Handling Audit 

 
REF: 14/1780 
 
(Refer Encl 4.2.1a – Review of Cash Handling - Final Report) 
 
Heetesh Choony presented  the Cash Handling Audit. 
 
Noted. 
 

4.2.1b  Project Management Audit 

 
REF: 14/1781 
 
(Refer Encl 4.2.1b – Review of Project Management – Final Report) 
 
Heetesh Choony presented  the Project Management Audit.  
 
Noted. 
 

4.2.2  Previous Reviews – further responses 

 
(Refer Encl 4.2.2a Follow up of Actions from recommendations contained in 2012 and 2013 IA 
reports, Encl 4.2.2b Review of Service Planning; Encl 4.2.2c Review of Planning and 
Management Processes) 
 
Noted. 
 

4.2.3  Documents to be forwarded with Agenda (correspondence) 

 
Review of Investment and Borrowing Policies 
 
Council does not have specific policies governing investment and borrowing activities, however 
it does have a Long-term (10 year) Borrowing Strategy which forms part of the Council’s 
currently adopted Strategic Resource Plan 2013 – 2017 (refer Encl 4.2.3a).  The Borrowing 
Strategy is reviewed annually by Council as part of the annual review of the SRP and contains 
two strategic directions: 

Reports
Encl 7.1



Audit Advisory Committee Meeting Minutes  - 4 - 13 February 2014 
 

 
1. That Murrindindi Shire Council borrows funds for capital (plant and vehicle replacements) 

that provide intergenerational equity, and 

2. That the Council retains its debt servicing and redemption costs at or below 8 cents in the 
rate revenue dollar, towards interest and principle, over the life of the SRP. 

 
Council’s capacity to borrow and its debt management performance is assessed and overseen 
by Local Government Victoria (State Government) under its Local Government Borrowing 
Assessment Policy.  This Policy identifies key financial performance indicators with certain 
thresholds that meet State Government prudential guidelines.  These indicators include ratios 
for liquidity, debt management, debt exposure and debt servicing.  Thresholds for these 
indicators are required to be met by Councils in order for borrowing approval to be granted by 
the State.   
 
As contained in the Borrowing Strategy, the Murrindindi Shire Council is forecast to remain well 
within the prudential thresholds set by the State Government over the life of the SRP.  Council 
has determined that a prudent level of debt will not exceed $500,000 in new borrowings per 
annum over the next 10 years, with Council’s overall debt level forecast to diminish over the life 
of the SRP. 
 
The Chair requested that a policy on investment and borrowing be prepared for the next 
meeting. 
 
Review of Ethical Standards and Meeting of Fiduciary Duties 
 
The review of ethical standards and the meeting of fiduciary duties are broad topics and not 
easily addressed through the presentation and review of any single or unifying document 
(policy, guidelines etc).  The Local Government Act 1989 is the key statutory instrument that 
regulates the conduct of Councils in executing their roles, responsibilities and functions, 
including the meeting of fiduciary duties.  
 
The Act prescribes standards of ethical conduct for both Councillors and Council staff.  The Act 
also requires Councils to establish a Councillor Code of Conduct, which is required to be 
reviewed within 12 months of a Council election.  To this end the Murrindindi Shire Council 
adopted a revised Councillor Code of Conduct and associated policy in September 2013, and 
these are attached for information.  The Policy and Code are designed to assist Council in 
meeting its obligations to provide fair, accurate and unbiased advice and to act promptly and 
efficiently and to manage assets efficiently.  The Code outlines the responsibilities and 
behaviours that are to be observed in keeping good faith and the trust of fellow Councillors, staff 
and the public. 
 
In addition the Council also has a policy and Code of Conduct for Council employees which 
contains the same principles as the Councillor Code, but the wording differs to reflect the 
distinctions that exist between Councillors and employees and the different requirements of the 
Act. 
 
A range of associated Council policies exist which address ethical standards including, 
Confidentiality and Privacy Policy, Information Privacy Policy, Protected Disclosure Policy, 
Fraud Prevention and Control Policy and Councillor Reimbursement Policy.   
 
The Chair requested that the Councillor Code of Conduct and the Employee Conduct be 
forwarded under separate cover to Committee members. 
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It was also requested that Council considers it periodically audits the implementation of 
the policies relating to Ethical Standards and Meeting of Fiduciary Duties to ensure the 
intent of the policies is being met. 
 
Review of Protected Disclosure (ex Whistleblower) arrangements and reports 
 
The Protected Disclosure Act 2012 requires Council to establish internal processes that 
facilitate disclosures, effectively manage the receipt of information and provide protection for 
looking after all parties who may be involved. The Act, which commenced operation on 10 
February 2013, replaces the former Whistleblowers Protection Act 2001 and amends the 
Ombudsman Act 1973.  Councils were required to have a policy and procedures in place and 
publicly available by August 2013. 
 
Council adopted its Protected Disclosure Policy in August 2013 and it is attached (refer Encl  
4.2.3b) for information.  The Policy is published on Council’s website.  To date there have been 
no disclosures reported to Council.  
 
Council’s Human Resource Co-ordinator is in the process of developing public information 
materials to accompany the Policy and promote ease of understanding of the policy intent and 
associated procedures.  There has been limited staff training with respect to the Policy to date 
and this is to be addressed during the 2014 calendar year. 
 
Noted. 
 

5. REPORTS 

5.1 QUARTERLY FINANCIAL REPORT TO 31 DECEMBER 2013 

 
REF: 14/1784 
 
(Refer Encl 5.1 Draft Quarterly Financial Statements to December 2013.) 
 
The Draft Report and Quarterly Financial Statements to December 2013 will be presented 
to the 26 February 2014 Ordinary Meeting of Council meeting and are subject to 
ratification at that meeting. 
 
Purpose: 
The report provides the quarterly financial report for the period ending 31 December 2013.  
 
Recommendation:  
That the Audit Committee receives the Draft Quarterly Financial Report to 31 December 
2013. 
 
Background: 
Financial governance is important for a Council’s good governance because the consequences 
of failure can be very significant for a Council. 
 
Councillors, sitting as Council, have an overall accountability for the Council’s finances.  This 
comes in two ways.  Firstly, the council is required to prepare and periodically review its long 
term financial plan.  This is called the Strategic Resource Plan and forms part of the Council 
Plan. 
 
Secondly a Council must prepare and adopt the annual budget.  The Council must also receive 
regular financial reporting.  As a minimum a Council must receive a quarterly financial report 
which compared actual and budget revenues and expenses. 
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The format of the budget is prepared generally in accordance with both the financial regulations 
affecting local government and the best practice guide for reporting local government budgets. 
 
At the end of the financial year, the draft Annual Financial Statements, comprising the Financial 
Report, Standard Statements and Performance Statement, are considered by the Audit 
Committee and presented to Council prior to them being submitted to the Auditor General.     
 
It is important that the Annual Budget is framed within the Strategic Resource Plan and 
contributes to achieving the strategic objectives specified in the Council Plan. 
 
To enable the progress of each to be monitored throughout the year, Council receives quarterly 
reports on the Annual Budget, the Council Plan activities, and the Capital Works Program. 
 
Council Plan/Strategies: 
This report, in relation to the Annual Budget and quarterly financial reporting, is consistent with 
the Council Plan 2013-17 Our Council goal which has a strategic objective to deliver visible 
leadership and advocacy for the community backed by a financially strong organisation. A key 
strategy objective is to administer sound financial management practices. 
 
Legal/Policy Issues: 
The Local Government Act 1989 requires, under section 126, that a Council must prepare a 
Strategic Resource Plan for a period of four years. 
 
The Act also sets out in section 127 that the Council must prepare a budget for each financial 
year. 
 
Then, in section 138, the Act requires that quarterly financial reports must be presented to 
Council. 
 
Financial/Resources/Risk 
The financial governance of a Council is an important role for Councillors.  The risk of poor 
financial management can have a significant impact upon the governance of the Council.  The 
financial implications flowing from this quarterly financial review are outlined in this report. 
 
Discussion: 
Annual Council Budget 
The Council Budget essentially comprises four components.  Firstly it provides a description of 
the activities and initiatives to be funded in the Annual Budget and how these will contribute to 
achieving the strategic objectives that are specified in the Council Plan. 
 
Secondly, it describes the various influences which have impacted upon the preparation of the 
annual Budget. These have included such things as Federal and State funding programs, such 
as Road to Recovery Allocations or costs such as the EPA levies.   
 
Thirdly, it includes an analysis of the budget including the sources of revenue such as rates, 
user fees and grants as well as key expenditure categories. 
 
Finally it includes an analysis of the cash flow and capital works statements along with the five 
Budgeted Standard Statements of: 
 

 Budgeted Standard Income Statement 

 Budgeted Standard Balance sheet 

 Budgeted Standard Cash Flow Statement 

 Budgeted Standard Capital Works Statement 
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 Budgeted Statement of Investment Reserves 

 
These five Standard Statements are replicated in the quarterly financial report that is presented 
to Council (refer Encl 5.1) - Statements A – E. 
 
It is important to note that these Standard Statements are based upon public sector financial 
reporting, the key principles of which is that Council is required to account for the revenue in the 
year that it is received rather than when it is expended.  As capital works projects and grant 
funded programs often extend over one financial year, then a principle of public sector reporting 
is also that carry forward adjustment need to be made.  
 
Quarterly Financial Report to 31 December 2013 
These five Statements for the quarter to 31 December 2013 are included in Encl 5.1. 
 
The table below is a reconciliation between Council’s Adopted Budget and enclosed Statements 
which include carry forward of unexpended projects from 2012-13 as reported as part of the 
September Quarterly Review, and all newly approved grant funded projects and all other known 
variances since budget adoption identified as part of the midyear review.  
 

Reconciliation of Budget Adjustments - December 2013 Quarterly Review

Operating Result Capital Works

Surplus / (Deficit) Budget

Adopted Budget 2013/2014 38,567                   (10,254,229)        

Carry forward adjustments (3,512,811)             (3,087,939)          

September Revised Budget 2013/2014 (3,474,244)             (13,342,168)        

Non Recurrent Grants - Capital 526,906                 (526,906)             

Non recurrent Grants - Operating 184,022                 

Recurrent Grant Funding 73,236                   

Reimbursements 163,186                 

Other Revenue 299,934                 

Fees, Fines & User Charges 11,000                   

Employee Benefits (289,801)                

Materials & Service and Other Exp. (194,375)                

Carry forward adjustment 93,501                   (1,195)                 

Depreciation - recalculation new values 447,870                 

Finance Cost - Interest 5,961                     

Asset Sales MRV $220k Plant $18K 238,182                 

Carrying Amount of Assets Sold (238,182)                

December Revised Budget 2013/2014 (2,152,804)             (13,870,269)        

Variance reduced deficit / add Capex 1,321,440              (528,101)             

Represented by Balance Sheet Cash Flow

Improved Cash position 701,194                 971,359              

Property Plant & Equipment 737,789                 (289,919)             

Liabilities / Provisions (117,543)                19,754                

1,321,440              701,194              
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The original budget operating Surplus has been impacted by carry forward adjustments as 
detailed as part of the September Budget Review projecting a $3.47m operating deficit for 2013-
14. With additional Grant funding and revision of budgets as part of the December “mid year” 
review, this has now been reduced to a Revised Operating Deficit of $2.15m.  
It should be noted that generally Local Government Income Statements report a surplus 
because the statement includes all of Council’s income sources, but does not include all of 
Council’s expenditure as Capital expenditure is reported via a separate Capital Works 
Statement D. 
 
Non Recurrent Grant revenue has increased with the addition of the following funding; 
 

Non Recurrent Grant Funding

Capital

Kinglake Art History Walk 202,000

Taggerty Walking Trail & Town 309,906

Kinglake Transfer Station 15,000

526,906

Operating

Community Connectedness Facilitator 48,500

Building Beyond Conference 5,000

Community Projects Initiative 15,000

Murrindindi Heritage Study 5,000

Roadside Weeds & Pests Management 3,522

Disaster Ready Business Project 107,000

Total 184,022  
 
 
Recurrent Grant Funding of $73,236 are adjustments to align Council Budget with current 
increased funding agreements in Home & Community Care. 
 
Reimbursements increase of $163,186 recognises the recoupment of the increased costs of 
Debt Collection $90k, funding for the implementation of the Fire Service Property Levy $61k and 
minor insurance claims $12k. All this additional revenue has offsetting expenditure. 
 
Other revenue $299,934 relates mainly to increased projection of Interest on Investment of 
$261k generated by the high levels of cash being held from unexpended capital works carried 
forward and some grant funding for projects received in advance. It is also influenced by the 
increase in the level of Reserve Funds. Other minor adjustments to lease rentals and plant 
income make up the balance. 
 
Fees & User charges have been incremented by $7k for Road Works permits and $4k for 
Building Beyond Conference Fees. 
 
The increase in Employee Benefits $289,801 is mainly related to increases in grant or other 
funding i.e. Fire Services Property Levy funding of $61k, Community Connectedness Facilitator 
$22k and Home & Community Care Programs $81k. An allocation was also made providing for 
unbudgeted ‘one off’ redundancy cost of $124k finalising the services review implementations. 
Council’s annual workcover premium has been reassessed and is favourable $90k against 
original budget estimates partially offsetting some of these additional costs. 
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Materials & Contractors increase of $194,375 is offset by increased revenue with key budget 
movements of $107K grant funding for Disaster Ready Business Project and $90k Debt 
Collection expenses which are recouped when added as a charge on the rate assessments.  
 
In reviewing budgets an error of $93,501 was identified on a grant funded project, with a carry 
forward of unexpended allocation from 2012-13 that had already been included with 2013-14. 
Budgets have been adjusted to reflect only the full amount of the funding which has been 
spread over several years. 
 
Depreciation has been revised downwards $447,870 based on new valuation data returned as 
the result of asset revaluations in the year ended 30 June 2013.  
 
Finance costs (interest on loans) has been adjusted to reflect actual borrowing costs with 
interest rate on current borrowings lower than anticipated. 
 
Asset Sales budgets have been increased to include the sale of a unit at the Marysville 
Retirement Village $220,000 and also sale of plant $18,182.  A corresponding budget has been 
provided to write out the carrying amount of these assets from Property Plant & Equipment.  
 
Although there is a $0 net effect within the income statement (operating result) there is 
movement within the balance decreasing fixed assets and increasing cash. 
 
The Cash flow (Statement C) provides a more holistic picture and reports the important 
information on Council’s cash inflows and outflows. Net cash flow from operating activities line 
in the Cash Flow Statement (a cash view of the operating statement) shows from the revised 
budget an increase of $971k. The bulk of this adjustment is in grants. Net cash used in investing 
activities (Capital Works) shows an overall increase of ($289k) and Net cash used in financing 
activities (borrowing cost & repayments) has reduced by $20k.  
 
The overall result is reflected in the Balance Sheet with the Revised Budget for 2013-14 
projecting an increase in cash of $701,194. 
 
The other major revised budget variance of $737,789 relates to Property Plant & Equipment 
which is explained and reconciled with reference to Statement D Capital Works. 
 
The overall revised budget position maintains a higher level of cash as at 30 June 2014 of 
$12.8m which is $2.7m above the original budget for 2013/14 of $10.1m. The bulk of this relates 
to the increased level of Reserves $1.4m with movements detailed in Statement E 
Reconciliation of Non Discretionary Cash & Reserves, together with an increase of $1.3m in 
discretionary cash. (Original Budget 2013/14 $3.5m / Revised Budget $4.8m). 
 
It has been identified that approximately $426k of these funds relate to unspent Infrastructure 
Works from 2012-13 not identified to be carried forward, and as part of the March 2014 
Quarterly Review will be reviewed and if not required to meet funding requirements such as 
Roads to Recovery expenditure from own source revenue, will be transferred to an 
Infrastructure Reserve for future capital works. 
 
Operating YTD Review 
Overall the Income Statement reflects minimal variances in both operating revenue and 
operating expenditure, with several projects behind anticipated expenditure budgets. 
 
The Year to Date Summary of the Income Statement for the period ending 31 December 2013 
is provided in Table 1 as follows:  
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Table 1 – Summary of Income Statement 
 

  YTD YTD   

  Budget Actual Variance 

  $k $k $k 

Revenue 22,730 21,520 (1,210) 

Expenses 11,731 9,709 2,022 

Surplus 10,999 11,811 812 

 
 
The Year To Date (YTD) operating result at 31 December 2013 shows income down by  
($1,210k) and expenditure behind $2,022k generating a larger than expected YTD surplus of 
$812k or 7.38% better than the budgeted surplus. 
 
The key components comprising both Revenue and Expenses variances are summarised by 
category in Tables 2 and 3 as follows: 
 
 
Table 2 – Key Revenue component variance 

 

Variance      

            $k     

(1,210) 
Unfavourable 

to budget   

Key 
Components Type  Particulars 

      

42 
Rates & 
Charges 

Additional services charges for Garbage and 
Recycling. 
 

81 User fees 

Additional user charges at Alexandra Landfill $72k 
offset by unfavourable fees at Alexandra Transfer 
Station ($25k). Home Care user charges are 
favourable $25k. 
 

(1,376) 
Grants – Non 

Recurrent 

Unfavourable variance mainly relates to  

 Roads to Recovery $417k, 

 Local Government Infrastructure Program 
$690k, 

 VBAF Other $64k, 

 Community Project Initiative $51k, and  

 Yea Shire Hall $150k, 

The bulk of the variances are either reliant on 
completion of works or acquittal of claims. 
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Table 3 – Key Expense component variance 

 

Variance      

            $k     

2,022 
Favourable to 

Budget   

Key 
Components: Type  Particulars 

     

194 
Employee 
Benefits 

Favourable variance mainly relates to  

 maintenance of new and expanded assets 
$121k & 

 Community Services Programs $45k  

Variances will be reviewed as part of the 2014-15 
Budget development. 
 

1,085 
Materials & 

Services 

Favourable variance mainly relates to  

 maintenance of new and expanded assets 
$412k,  

 Infrastructure maintenance $117k, 

 Facilities Maintenance $72k, 

 Quarry - crush $120k,  

 Bushfire Insurance $50k, 

 Community Liaison $50k, and 

 Youth Services – L2P $70k 

These favourable variances are spread mainly across 
contractors $930k and materials $72k. It should be 
noted these are year to date variances to budget and 
not forecast savings as most budgets are predicted to 
be expended by year end. 
 

747 

Net Gain (loss) 
on disposal of 

property, 
infrastructure & 

equipment.  

This favourable variance relates to the timing of the 
write out of carrying amount of assets sold. Sale of 
land and trade of motor vehicles have been taken up in 
December, however the resulting write out of the 
carrying amount of these assets had not been 
processed at the reporting date 31 December. 
 

 
 
Capital  
As at 31 December 2013, Capital Works are $1.077M under the year to date budget of 
$4.458M. Statement D, as attached, indicates that across the asset categories, the largest 
variances are $433k in Buildings and $441k in Roads & Paths. 
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Table 4 – Summary of Capital Works completed (Financial) 
 

Asset Category YTD Budget Actuals Variance Complete to

30/12/13 30/12/13 YTD YTD Budget

$'000 $'000 $'000 %

Buildings 2,308           1,875           433            19%

Plant & Machinery 193              172              21              11%

Roads & Paths 785              343              441            56%

Bridges 825              762              63              8%

Drainage 227              136              90              40%

Heritage Assets 13                4                 9                69%

Furniture & Equipment 85                86                (1)               -2%

Library Bookstock 23                2                 21              92%

Works in Progress -               -               -             0%

Total Capital Works 4,458           3,381           1,077          24%  
 
 
 
Table 5 – Key Capital component variance 

 

Variance      

            $k     

1,077 
Favourable to 

Budget   

Key 
Components: Type  Particulars 

     

433 Buildings 

Expenditure on buildings is running behind 
expectations with the major three items being  

 Yea Shire Hall Upgrade $81k,  

 Y Water Centre  $237k, and  

 Yea Swimming Pool  $123k.  

The remaining variations are a combination of 

minor variations across several projects. 

 

441 Roads & Paths 

Variance due to projects running behind 
scheduled  YTD budget s 

 Town Amenity Project $46k 

 Township Street Bins $40k 

 Vegetation Projects $53k 

 Sealed Roads – Reseals $235k 

 Urban Access Improvements $42k, and 

 Road Safety –Disabled Parking $8k 
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Variance      

            $k     

1,077 
Favourable to 

Budget   

Key 
Components: Type  Particulars 

     

90 
Stormwater 

Network 

Variance due to projects running behind 
scheduled  YTD budget s 

 Buxton Drainage $23k 

 Alexandra Drainage $23k 

 Kinglake Glenburn Road $16k, and 

 Flood Levee Buxton $25k 

 

 
 
The overall capital works budget has been increased from $10.254m to $13.870m with $3.088m 
carry forwards from unexpended capital work projects forecast to be completed by 30 June 
2013, plus $528k of additional grant funded projects identified as part of this review. Further 
details by category can be found in Statement D.   
 
Council officer will be undertaking a complete review of all projects in February 2014 as part of 
the 2014/15 Budget development, and will be re-forecasting projections for year end 30 June 
2014. It is critical to maintain the high level of expenditure on infrastructure projects to meet 
Roads to Recovery and Local Government Infrastructure Program expenditure targets and 
maintain revenue allocations from these funding initiatives. 
 
Balance Sheet (Statement B) & Cash Flow Statement (Statement C) 
The Balance Sheet – Statement B as at 31 December 2013 shows a major variance in Trade & 
Other Receivable of $1.23m relating to outstanding claims for Natural Disaster Funded Projects 
being Bushfires $328k and Storm Events $1.39m.  
 
This is also represented as the major variance on the cash flow statement – Statement C with 
cash flows from Grants showing an unfavourable variance of $2.3 which also includes the 
unfavourable variance in Non Recurrent Grants of $1.3M from the Income Statement. 
 
Meetings have been held with Vic Roads & Department of Treasury and Finance to address this 
issue. 
 
Non Discretionary Cash & Council Reserves (Statement E) 
Included as part of this report is a reconciliation flowing from the cash flow statement of 
Council’s Non Discretionary Cash Flow requirements. This reconciliation lists all Council 
reserves together with funds held as Deposits or Trust – which are required to be refunded, and 
an allowance for provision of employee entitlements – being a nominal amount of 25% of 
Council Annual Leave Liability. This is then offset against the level of projected cash at year 
end. 
 
The reconciliation has previously included Council Long Service Leave Liability as required by 
legislation, however with a change in legislation there is no longer a requirement to keep a 
separate bank account for this provision. The amount held in investment for this provision was 
used to repay Council’s component of the Vision Superannuation Defined Benefits Unfunded 
Liability in 2012-13. 
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As part of the 2013/14 Budget and Council’s 2013-2017 Long Term Financial Plan Council has 
made a commitment to re-establishing a cash backed proportion of this liability, to be at 25% of 
the current LSL Liability over a 4 year period, by 30 June 2017. 
 
Key Financial Ratios 
The Victorian Auditor General’s Office (VAGO) prepares an annual report on a range of financial 
indicators for each Council.  The Auditor General has recently forwarded his report which 
addresses three key indicators. 
 
In 2006-2007 VAGO started publishing separate reports on the results of financial audits for the 
local government sector.  It introduced a traffic light system for reporting on the financial 
sustainability risk of local Councils and also reporting on each Council individually.  Each year 
VAGO has continued to report on a set of indicators that are outlined below and over that period 
VAGO has seen an overall improvement in these ratios. 
 
 
The traffic light system comprises: 
 

Risk  Ledger 

High risk of short-term and immediate sustainability concerns 

Medium risk of long-term sustainability concerns 

Low risk of sustainability concerns 

 

Financial Ratios - VAGO Risk Assessment Criteria

Ratio 

Actual Actual Actual Actual  Revised 

Budget

5 Year 

Average 

2010-2014

2010 2011 2012 2013 2014

2.59 2.28 2.34 3.29 2.35 2.57

22.71% 21.59% 29.20% 33.75% 26.84% 26.82%

29.03% 27.50% 27.25% 25.04% 22.39% 26.24%

Liquidity  (Measures the ability to pay existing liabilities within 12 

months) Risk High 0-1 Medium 1.0-1.5 Low Greater than 1.5

Self Financing (measures the ability to replace assets using cash 

generated by operations)  Risk High <10%  Medium 10%-20% Low 

>20%

Indebtedness (Shows how well Council can meet debt from own 

source revenue) Risk High >60%  Medium 40%-60% Low <40%

 
 
 

This indicates that Council has an overall low risk in terms of its financial position, based on the 
VAGO assessment criteria. However, this does not negate the need for strong financial 
management nor support from the State Government in relation to the gifted and novated 
assets as these will have an impact upon the future assessment of these indicators and 
Council’s long term financial sustainability. 
 
Consultation: 
There has been no community consultation with respect to the preparation of this quarterly 
finance report. 
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Conclusion: 
Awareness by Councillors of general budgeting and reporting requirements will facilitate the 
preparation of the Annual Budget and Strategic Resource Plan.  Operating performance for the 
December quarter has been largely in line with the total budget. Where revenue has not been 
achieved corresponding expenditure has not been spent.  Council remains in a favourable cash 
position despite the challenges that it faces. 
 
RESOLUTION: 
R Richards / Cr J Walsh   
That the Audit Committee receives the Draft Quarterly Financial Report to 31 December 2013. 

CARRIED 
 
 

5.2 REVIEW COMPLIANCE WITH POLICIES AND PROCEDURES  

 
REF: 14/1892 
 
(Refer Encl 5.2a - Charter for Strategic Planning Working Group and Encl 5.2b Corporate 
Planning Framework R1) 
 
Following the December 2013 Audit Committee Meeting, the CEO has chaired a Strategic 
Planning Working Group that is tasked with addressing the development, principles and 
reporting of Council’s performance in relation to policies and procedures. 
 
The Strategic Working Group has been developed to include representation from all areas of 
Council’s operations and will report regularly to the Senior and Executive Management Teams 
regarding the progress of Council’s performance, development and alignment of corporate 
strategies, policies and management plans.   
 
The Group’s Charter has been proposed as the following Encl 5.2a - Charter for Strategic 
Planning Working Group. 
  
Initially, the Group has also developed a high level framework that aligns Council’s strategies, 
management plans and policies in alignment with each of its four goals that are specified in the 
2013-2017 Council Plan (Our Community, Our Council, Our Environment and Our Economy). 
(refer Encl 5.2b). This process has highlighted the large number of existing policies and 
procedures within Council and aligned them with the relevant Council goals and strategies, as 
well as highlighted the areas of policy development still required in addition to the number of 
policies requiring review and updating. This framework still requires further development and 
from this a development of a policy action schedule which can be presented to the Audit 
Committee. 
 
Noted. 
 

5.3 REVIEW ANY LAWSUITS FACING COUNCIL AND ANY OTHER 
INVESTIGATIONS OR MATERIAL VIOLATIONS OF BREACHES OF 
FIDUCIARY DUTY 

 
No lawsuits facing Council and any other investigations or material violations of breaches of 
fiduciary duty to report. 
 
Noted. 
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5.4 LEAVE REPORT: ANNUAL LEAVE AND LONG SERVICE LEAVE  

 
REF:  14/1729 
 
(Refer Encl 5.4a – Employee annual leave report in excess of 6 weeks and Encl 5.4b Trend 
Graph and Encl 5.4c Trend graph – Accrual against Benchmarks)  
 
Purpose:  
The purpose of this report is to provide the Audit Committee with an overview of the status of 
Council’s excess annual leave and long service leave balances.  
 
Recommendation:  
That the Audit Committee notes the report on accrued annual leave and long service 
leave balances.  
 
Discussion:  
Annual Leave 
All managers have access to a leave report that enables them to view excess leave for their 
staff. HR reports bi-monthly on staff with leave in excess of 8 weeks.  
 
As at 24 January 2014 there were 48 staff with leave in excess of 6 weeks, and the amount of 
leave available in this group continued to drop by 1156.45 hours.  The overall annual leave 
balance for all staff has also decreased by 1747.1 hours, which would be an expected pattern 
as a number of staff take leave over the Christmas New Year period. 
 

 
Previous quarter # of staff with 

excess of 6 
weeks 

Available 
Hours for 
staff with 
excess of 
6 weeks 

Change in 
hours for 
staff with 
excess 

All staff 
Hours 

Accrued 

All hours +/- 
hours over 
previous 
quarter 

Jan-13 50 11351.49 - 23974.19 - 

May-13 59 13633.43 2281.94 24593.41   619.22 

Sep-13 54 12895.88 -737.55 23335.37 -1258.04 

Nov-13 54 12422.06 -473.82 23642.93   307.56 

Jan 14 48 11265.61 -1156.45 21895.83 -1747.1 

 
 
Once again the total of accrued hours is lower than the same time last year and the preceding 4 
years showing the gradual reduction trend continuing back to “pre-fire” levels, as shown in the 
following table, and in the attached trend graph. This is largely due to the reduction in staff, but 
note that the leave accrual is higher  than the same time in January 2009. 
 

 

Year Hours Accrued 
+/- over 

previous year 

28/01/09 21145.83 
 27/01/10 25149.78 4003.95 

26/01/11 25967.18 817.4 

25/01/12 25670.99 -296.19 

23/01/13 23974.19 -1696.8 

24/01/14 21895.83 -2078.36 
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Last Audit Committee HR set a benchmark that we be consistently at or below an average of 20 
days (4weeks or 152 hours) per EFT.  This assumed that with all staff getting 4 weeks per year, 
but allowed to accrue up to 8 weeks, we would have some with more than 4 weeks and some 
with less.  
 
However the Audit Committee requested a new benchmark/target based on the following 
formula 
 

One quarter (0.25) EFT x 4 weeks (152 hours)  
One quarter (0.25) EFT x 3 weeks (114 hours) 
One quarter (0.25) EFT x 2 weeks (76 hours) 
One quarter (0.25) EFT x 1 week (38 hours) 

 
The simple way to express this formula is 95 hours x EFT. Based on this formula our target for 
January would be 14865.66 hours. This target has not yet been shared with the management 
team, but HR will continue to work with Managers to reduce our AL accrual. 
 
The attached tables report by Division the number of staff and their amount of excess hours. 
Managers have access to full details. 
 
Note also: 
 
1. Staff may have leave plans agreed with Manager, but not yet documented in approved 

leave (therefore not reducing pending balances). 

2. Staff without access to online leave approval, may have approved leave but the paper 
work is not entered until the leave is taken (also not reducing pending balances). 

3. In areas such as Community Services staff with low workloads (eg 7 hours/week), many 
may have excess number of weeks leave, but once calculated as Full Time Equivalent 
weeks, the amount of time (liability) appears more manageable, and the number of staff 
with more than 8 FTE weeks reduces significantly. 

 
Long Service Leave (LSL) 
The LSL balance is managed by the Finance department which monitors the level of leave 
available, and maintains a budget to cover a proportion. 
 
The following provides a quarterly indication of the LSL accrued entitlement for the past year, 
which showed an increase in our liability until April 2013, and then a reduction to the end of 
August, with a gradual rise since then.  A number of long term staff were paid out LSL through 
redundancy mid year which accounts for the drop. 
 

Period 
TOTAL LSL  

Hours 
Change +/- accrued 

hours 
Change in FTE 

weeks 

01/07/12 53985.01 
  

01/10/12 54500.90 515.89 13.58 

24/12/12 54925.30 424.40 11.17 

03/04/13 57494.22 2568.92 67.60 

10/07/13 54884.17 -2610.05 -68.69 

21/08/13 54387.60 -496.57 -13.07 

28/11/13 54459.11 71.51 1.88 

05/02/14 54688.37 229.26 6.03 
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Conclusion: 
The Coordinator HR will continue to monitor and report on trends, and support managers to 
implement leave plans. 
 
RESOLUTION: 
Cr J Kennedy  / M Sheward  
That the Audit Committee notes the report on accrued annual leave and long service leave 
balances.  

CARRIED 
 

6. GENERAL BUSINESS AND FUTURE PLANNING 

6.1 REVIEW OF ALIGNMENT OF AUDIT ADVISORY COMMITTEE CHARTER 
AND GOOD PRACTICE GUIDE. 

 
Following the Audit Committee Meeting in December 2013, the Audit Advisory Committee 
Charter has been reviewed and aligned with the Good Practice Guide. 
 
The majority of the Charter remains in alignment with the previously adopted charter, with the 
main changes reflecting a refinement of the duties and responsibilities of the Committee. It 
should also be noted that the Governance Local Law document referenced at Item 6 in the 
Charter is currently being reviewed by Council; the new document will be presented to the Audit 
Committee at the next meeting in May. 
 
It was requested that a review of the Audit Advisory Committee Charter against the Audit 
Committee Work Plan be undertaken to ensure they both align. 
 
Debbie Prout attended the meeting at 4.15pm to present the Electronic Content 
Management Audit. 
 
Cr J Kennedy left the meeting at 4.22pm owing to a prior engagement. 
 

6.2 ELECTRONIC CONTENT MANAGEMENT AUDIT 

 
REF:  14/1792 
 
Debbie Prout presented the Electronic Content Management (ECM) Audit results. 
 
Noted. 
 
Debbie Prout left the meeting at 4.50pm. 
 

6.3 SCOPE OF RISK MANAGEMENT AUDIT 

 
Details relating to this item will be circulated by email to the Committee once Council and     
HLB Mann Judd have refined the Scope. 
 
Noted. 
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6.4 OTHER MATTERS 

Audit Assessment Risk Ratings 

The Chair queried the use of “High”, “ Moderate” and “Low” in HLB Mann Judd Audit 
Assessments and requested a review (presented by Mark Holloway) by the Committee at the 
May meeting.  
 

Meeting Documentation 

It was requested that Attachments be sent as separate documents going forward.   Wherever 
possible these are also to be sent earlier ( than the agenda) to allow Committee members the 
opportunity to review these separately. 
 

7. NEXT MEETING 

 
Thursday 22 May 2014 commencing at 1.00pm in the Alexandra Council Chambers.  
 
There being no further items of Business, the Chairperson declared the meeting closed 
at 5.01 pm. 
 
 
 
CONFIRMED THIS ____________________________ 
 
 
 
CHAIRPERSON ____________________________ 
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