
AGENDA 4.5 

Finance Audit and Risk  
 
EXECUTIVE SUMMARY 
MAJOR ACHIEVEMENTS AND KEY RESULTS AGAINST PLAN 

• Improved financial reporting with benefits to users.  
• Stronger cash flow management, forecasting and budget adjustments that was required in 

response to the impact of COVID-19. 
• Review and assessment of long-term budget sustainability. 
• Response to audit outcomes resulting in improved compliance. 
• Addressing identified risks. 

SUCCESSES 

An improved capacity to monitor and respond to emerging and potential future financial and 
other risks by enhanced use of cashflow forecasting tools and the implementation of 
recommendations from audit reviews. 
 
LESSONS LEARNT AND CHALLENGES 

• Being nimble to meet external challenges, particularly COVID-19-related in this synodical 
term  

• Enhancing internal finance controls and processes, based on audit recommendations and 
internal reviews 

MAJOR IDENTIFIED RISKS 

• Financial risks due to markets (eg interest rates) and other factors outside the LCA’s control 
• Unrelenting cyber risks and the need for ongoing and increased vigilance to address those 

risks. 
 

MEMBERS 
Ben Gargett, Karen Pienaar (resigned 17 December 2020), Steven Podlich (resigned 17 
December 2020), Mel Zerner (Chairperson), Peter Schirmer (EOC – consultant), Debbie Venz 
(Business Manager – consultant) 
 
The two vacancies in 2021 will be filled as part of the normal synodical appointments process. 
The committee met in person in 2018 and 2019. In 2020 all meetings were conducted online via 
Microsoft Teams. 
 
 
BACKGROUND 
The Committee is charged with assisting the GCB to fulfill its responsibilities under Section 8.4.2 
of the By-Laws of the Church and in respect of relevant legislation. It provides independent 
comment, advice and counsel to the GCB on matters considered by the Committee at its regular 
meetings. The Committee does not replace or replicate established management responsibilities 
and delegations and there is no standing delegated decision-making authority from the Board to 
the Committee.  
 
 



ACHIEVEMENTS/RESULTS AGAINST PLAN 
MAJOR ACTIVITIES AND OUTPUTS 

1. Recommendation to the GCB on the appointment of a replacement auditor 
2. Oversight and recommendation to the GCB of the scope of audit work, especially with the 

introduction of a new auditor and program 
3. Improved compliance within the accounting framework and, although still a work in 

progress, the financial reporting and internal controls have shown a marked improvement 
4. Oversight of the introduction and implementation of a new accounting system, as part of the 

transition of the LCA’s accounting function from LLL Central Treasury to the LCA’s Finance 
and Administration Department. This included the introduction of new processes to reflect 
the LCA’s control of the financial function, such as the separation of duties, review of 
financial information, and cash flow management 

5. Review, reporting and recommendations to the GCB in relation to regular financial reporting 
(eg actual v budget variance reports; cashflow projections) using standard templates and 
within agreed time frames 

6. Oversight, review and recommendations to the GCB regarding the annual financial 
statements 

7. Oversight, review and recommendations to the GCB in relation to the annual budget, 
including reworking of budgets in FY2020 to ensure the church was able to successfully 
manage the challenges created by COVID-19 

8. In addition to the preparation of an annual budget, significant consideration has been given 
to the LCA’s medium to longer term budget sustainability, which will help to provide a 
framework for the development of future budgets and action to address this critical issue 

9. Oversight, assessment and advice to the GCB regarding the LCA’s eligibility for JobKeeper 
subsidies available from the Federal government in 2020 

10. Development and review of finance-related policies and associated procedures 
11. Responsibility for loans management and associated activities, including the setting of 

systems, for twelve months until this work was transitioned to the newly established Loan 
Management Committee. This Committee continues to report to GCB through the FAR 
Committee 

12. Follow up and review of reports into cyber security breaches following external incursions 

PROGRESS AGAINST PLAN/OBJECTIVES 

The FAR Committee established a work plan in its first term based on its Terms of Reference 
and progress against the plan is summarised as follows: 
• quarterly meetings – increased to monthly, largely in response to the increased workload 

created by COVID-19  
• financial oversight – regular review (at least quarterly) of financial results to date; review of 

annual results for the LCA Inc and related entities; preparation of annual budgets for 
submission to the GCB; ongoing assessment of financial systems and controls; careful 
assessment of budget sustainability, including preparation and submission of discussion 
papers to the GCB on this issue; development and review of policies including Fraud and 
Corruption Control; Audit; and Fixed Assets   

• audit – review and recommendation of new external auditor; preparation for and 
consultation with new auditor to establish scope of audit work; review and oversight of the 
implementation of recommendations arising from the audit findings   

• identification of risks – the development of a risk matrix to assist in the monitoring and 
response to risks; the development of a delegations matrix and other tools as a control 
mechanism; engagement with LCA Insurance to review the adequacy of cover for the LCA’s 
entities  

• loan management – reviewed loan applications; established systems to enable smooth 
transition of loan-related responsibilities to the new LMC 



• Accounting system – oversight of the change in accounting processes due to the shift of 
responsibilities from LLL Central Treasury to the Finance and Administration Department; 
this included an enhancement of variance (budget to actual) management reports; annual 
financial reporting and cash flow management. 

The impact of COVID-19 on the financial resources of the church required the FAR Committee to 
prioritise financial management, particularly on income and expenditure variance reporting. As 
outlined above, the challenging and evolving environment resulted in the FAR changing its 
meeting schedule to monthly (except January). 
 
 
SUCCESSES 
Introduction of revised templates for quarterly reports to enable a focus and early identification 
of high-level variances, and thereby a capacity to respond to them in a timely manner. 
 
Introduction of cash flow reports, complementary to the variance reporting, which has enabled 
a better understanding of the LCA’s cash position at any given time. 
 
Introduction of enhanced controls, including reviews by the FAR Chairperson of transactions to 
meet the policy of separation of duties. 
 
Preparation for the change from Special Purpose Annual Financial Statements to General 
Purpose Financial Statements; this was originally designated for FY2021 but has been deferred 
pending formal clarification from the Australia Accounting Standards Board when this 
requirement will become mandatory for charities and not-for-profit organisations. This change 
will have the practical effect of providing consolidated Financial Statements within the LCA. 
This transition will form part of the FAR Committee’s 20th Synod work plan. 
 
 
LESSONS LEARNT AND CHALLENGES 
COVID-19 has presented a significant challenge to the LCA. In the early phases of the pandemic 
additional work was required of the committee to closely monitor its potential financial 
implications on the Church and particularly to ensure that the church had the cash resources to 
be able to continue to operate.  
 
When the Federal Government announced the JobKeeper scheme and Cash Flow Boost support, 
the FAR Committee reviewed the LCA’s eligibility for the available support and undertook 
ongoing monitoring to ensure that the LCA remained eligible to claim them. 
 
The ongoing impact of COVID-19 will remain a challenge for some time and the extent of that 
impact will be dependent on how quickly high vaccination rates can be achieved, the number 
and length of restrictions caused by new outbreaks, and the pace at which conditions can return 
to normal, or at least to a more stable environment. 
 
There are challenges in providing guidance and oversight in the construction of the budget for 
each year because of the uncertain and changing circumstances of those who provide the 
income to support the LCA budget (eg congregations through the Districts, LLL, donors, interest 
on bank accounts). 
 
 



RISKS 
Major risks 
 
The committee is not specifically charged with the responsibility for operational activity, but it 
does provide advice to the GCB regarding budget preparation, and income and expenditure 
variance reporting. As such, it takes a high-level view of the financial risks and those it has 
identified for the LCA include: 
• insufficient cash resources due to reductions in donations, interest income as interest rates 

have fallen, LLL grants and contributions from the Districts; 
• incorrect payment of amounts to grant recipients, suppliers and staff  
• misclassification of reserve amounts held for specific purposes and therefore these 

amounts are not available for future use as intended. 

Other risks include: 
• Cyber activity – the risk of incursion (due to hacks, phishing, identity theft, etc) is, like for 

all organisations, higher than ever and requires constant vigilance by all – users, IT 
specialists, management, governance, the public and governments in all jurisdictions. 

• Insurance – the difficulty to source appropriate policies at a reasonable premium has been 
an increasing challenge. This is especially true in the post Royal Commission into 
Institutional Responses to Child Sexual Abuse period which has seen the insurance industry 
review its risk exposure to churches. Some past large property-related insurance claims 
experience and its impact on premiums has also highlighted the financial implications for 
the LCA and its entities. 

• Policies and procedures are not kept up to date to reflect current best practice and 
legislation/regulation. 

• Districts, congregations, schools and aged and community care entities of the church not 
adhering to LCA policies. 

Lack of resources in the Finance and Administration Department to meet its responsibilities. 
 
Likelihood of identified risks occurring and potential impact 
 
• Cash resources – the reduction in cash resources is a current reality and it will impact on the 

church’s programs, services and operations. 
• Payments and disbursements – there is a moderate risk of payments being made 

incorrectly, and its impact could be high if such payments cannot be recovered and, in the 
case of underpayments to staff, there may be legal consequences 

• Reserves – there is a low to moderate risk of funds for specific purposes being misapplied, 
but the impact is high if donor intentions aren’t met and activities for which the funds were 
designated aren’t able to proceed 

• Cyber activity - it is happening and will continue to be a threat. The potential impact is 
significant with the loss and/or theft of data affecting day to day operations; being 
significantly costly to resolve; and impacting on the reputation of and confidence in the LCA 

• Insurance – it is a current risk regards some insurance cover and its impact is significant if 
the church is exposed to certain to types of claim.  

• Policies and procedures – the risk is moderate and the impact could be significant, 
particularly if the church and its entities fail to comply with its legal requirements. 
 

Action taken to mitigate risk 
 
• Cash resources – ongoing monitoring of the LCA’s financial position and adjusting 

accordingly by way of reduced expenditure and identifying new sources of income and 
encouraging increased support from existing sources. 



• Payments and disbursements – implementation of sound processes; regular monitoring and 
review to ensure compliance with the agreed processes 

• Reserves – Introduction of specific accounting; periodic review of the classification of the 
reserves and funds; monitoring of accounting for the funds. 

• Cyber activity - Increased surveillance by the IT Team, regular review and implementation 
of enhanced security protocols (eg two factor authentication) to mitigate the risk. 

• Insurance – identification and mitigation of risks to satisfy potential insurers; regular 
review of adequate insurance cover; increasing capacity to manage risk by introducing a 
specialised risk management position 

• Policies and procedures – introduction of a specialised risk management position to assist 
identify new and emerging requirements that require a policy response; improved 
communication of policies and procedures; providing assistance to entities in the 
application of policies and procedures 
 

ALIGNMENT TO ‘OUR DIRECTION 2018–2024’ 
As a Standing Committee of the General Church Board, FAR is primarily charged with priorities 
under the Priority Area “Enable us to Grow and Go”.  
Specifically under 3.3 Assets and Resources: 
3.3.2 Improve the use of our assets and resources that releases support to mission and 
ministry 
3.3.3  Enhance stewardship of our assets and resources 
3.3.4  Encourage greater support for the work of the church using innovative approaches. 
 
 
COORDINATION AND COLLABORATION 
Providing financial assistance, support to and/or engagement with: 
• All LCA Departments 
• Australian Lutheran College 
• Australian Lutheran World Service 
• Council for Local Mission 
• Finke River Mission 
• Lutheran Education Australia 
• LCA General Church Board 
• LCA Senior Executives and Managers  
• LCA Nominees Ltd ATF Lutheran Super 
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