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AGENDA

FINANCE, AUDIT & RISK COMMITTEE
MEETING
10th FEBRUARY 2017
COUNCIL CHAMBERS NABAWA
2.00PM

Committee Purpose & Delegations

Will meet on an annual basis to provide a review of Council’s ongoing financial
situation, provide a forum for ongoing review of strategic management plan for
Council operations and discuss the Audit System.

Delegation — Nil

The Finance, Audit & Risk Committee is comprised of:-

Cr John Collingwood
Cr Pauline Forrester
Cr Trevor Royce

Cr Veronica Wood

Chief Executive Officer (Observer)
Manager Finance & Corporate Services (Observer)
Accountant (Observer)
Executive Assistant (Minute Taker)
Greg Godwin — Moore Stephens WA (Auditor)




DISCLAIMER

Shire of
Chapman Valley
Jove the Lol Zﬁe

No responsibility whatsoever is implied or accepted by the Shire of Chapman Valley for
any act, omission or statement or intimation occurring during Council Meeting. The Shire
of Chapman Valley disclaims any liability for any loss whatsoever and howsoever caused
arising out of reliance by any person or legal entity on any such act, omission or statement
or intimation occurring during Council or Committee Meetings.

Any person or legal entity who acts or fails to act in reliance upon any statement, act or
omission made in a Council Meeting does so at that person’s or legal entity’s own risk.

The Shire of Chapman Valley warns that anyone who has any application or request with
the Shire of Chapman Valley must obtain and should rely on

WRITTEN CONFIRMATION

Of the outcome of the application or request of the decision made by the Shire of
Chapman Valley.

Maurice Battilana
CHIEF EXECUTIVE OFFICER

2|Page



AGENDA

FINANCE, AUDIT & RISK COMMITTEE MEETING TO BE HELD IN THE COUNCIL

CHAMBERS, NABAWA FRIDAY 10" FEBRUARY 2017 AT 2.00PM

ORDER OF BUSINESS

1.0

2.0

3.0

4.0

5.0

6.0

7.0

Declaration of Opening / Announcements of Visitors
Announcements from the Presiding Member
Attendance

3.1 Present

Please note that Mr Greg Goodwin from Moore Stephens WA will be attending the
meeting via phone link.

3.2  Apologies
3.3 Leave of Absence (Previously approved)

Declaration of Interest

Members should fill in Disclosure of Interest forms for items in which they have a financial, proximity or
impartiality interest and forward these to the Presiding Member before the meeting commences.

Section 5.60A:

“a person has a financial interest in a matter if it is reasonable to expect that the matter will, if dealt with
by the local government, or an employee or committee of the local government or member of the council of
the local government, in a particular way, result in a financial gain, loss, benefit or detriment for the person.”

Section 5.60B:

“a person has a proximity interest in a matter if the matter concerns —

(a) a proposed change to a planning scheme affecting land that adjoins the person’s land; or

(b) a proposed change to the zoning or use of land that adjoins the person’s land; or

(c) a proposed development (as defined in section 5.63(5)) of land that adjoins the person’s land.”

Regulation 34C (Impartiality):

‘interest means an interest that could, or could reasonably be perceived to, adversely affect the impartiality
of the person having the interest and includes an interest arising from kinship, friendship or membership of
an association.”

Petitions / Deputations / Presentations
Confirmation of Minutes from previous meetings

Finance and Audit Committee Meeting held on Monday 4" February 2016

Recommend that the Minutes of the Finance and Audit Committee of the Shire of Chapman
Valley held on Monday 4™ February 2016 be confirmed as a true and accurate record of
proceedings. (Supplied under separate cover).

Items to be dealt with En Bloc
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8.0

9.0

10.0

11.0

Officers’ Reports

8.1

8.2

8.3

8.4

Management Report 30 June 2016
Audit Report 30 June 2016
Compliance Audit Return 2016

Internal Audit

Information ltems

9.1

Risk Management Procedure (Review)

Page 6
Page 11
Page 15

Page 19

Page 22

Urgent Business Approved by the Presiding Member or by a Decision of the
Committee

Closure
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Chief Executive Officer
February 2017

8.0

Contents

AGENDA ITEMS

8.1 Management Report (30 June 2016)
8.2  Audit Report (30 June 2016)
8.3  Compliance Audit Report (2016)

8.4  Biennial Internal Audit (2016)
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AGENDA ITEM: 8.1

SUBJECT: MANAGEMENT REPORT - 30 JUNE 2016
PROPONENT: FINANCE & AUDIT COMMITTEE

SITE: COUNCIL CHAMBERS

FILE REFERENCE: 305.05

PREVIOUS REFERENCE: N/A

DATE: 10" FEBRUARY 2017

AUTHOR: MAURICE BATTILANA & DIANNE RAYMOND

DISCLOSURE OF INTEREST
Nil
BACKGROUND

The Shire of Chapman Valley has received the Management Report from its Auditors - Moore Stephens
(Please refer to Management Report Letter submitted as Attachment 1). The following Management
Issues were raised:

COMMENT

The Management Report is attached, which identifies all areas raised by the Auditors for Committee
and Council consideration.

STATUTORY ENVIRONMENT
Part 7 Local Government Act 1995 and the Local Government (Audit) Regulations 1996

POLICY IMPLICATIONS

None applicable

FINANCIAL IMPLICATIONS

The long term financial viability of the Shire is of importance for future service delivery levels provided
to the Shire’s constituents.

e Long Term Financial Plan (LTFP):

The annual audit of the Shire’s operations is integral to monitoring how the Shire is tracking with its
integrated strategic planning.

STRATEGIC IMPLICATIONS

The annual audit of the Shire’s operations is integral to monitoring how the Shire is tracking with its
integrated strategic planning.

e Strategic Community Plan/Corporate Business Plan:

Objective Strategy Outcome
We want to strengthen our | Maintain a resilient and independent | A sustainable and progressive
community’s position for the | Shire local government
future

CONSULTATION

Council staff have been in contact and discussion with Council auditors throughout the audit review
process.
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RISK ASSESSMENT

The audit report has not highlighted any significant areas of risk.
VOTING REQUIREMENTS
Simple Majority

STAFF RECOMMENDATION

The Finance, Audit & Risk Committee recommends to Council the Management Report for year ending
30 June 2016 be received and, other than monitoring the levels and trends of all ratios, there are no
actions required out of the report.
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ATTACHMENT 1

24 November 2016

MOORE STEPHENS

The Shire President

Shire of Chapman Valley

POBoxl Levelis,ExchangaTowsr,
MABAWA WA §532 2 The Esplanzde, Perth, W4 5000

PO BoxS57ES, 51 Georges Tamrace, WA 6631

D CrColli d
gar Lrbolingwoo T =61 (D|E 9225 5355

F+51 (D)8 9225 51B1

MANAGEMENT REPORT FOR THE YEAR ENDED 30JUNE 20 www.mooreste phenswa.com.au

We advisethatwe have completed our audit procedures fortheyear ended 20 June 2016 and enclose our Audit
Report.

We are required under the Local Government Audit Regulations to report certain compliance matters in our audit
report. Other matterswhich arise during the course of our audit thatwewish to bring to Council's attention are
raised in this management report.

Itshould beapprediated that ouraudit procedures aredesigned primarilytoenable ustoform anopinion onthe
financial statements and therefore may not bring to lisht all weaknesses i systems and procedures which may
exist. However, we aim 1o use our knowledge of the Shire’s organisation gained during our work to make
comments and suggestions which, we hope, will be useful toyou.

COMMENT ON RATIOS

Ratios provide wseful information when compared to industry and internal benchmarks and assist in identifying
trends.

By providing this overview, we aim to improve the understanding of the trends and how they interact. This is
beneficizl for the allocation of scarce resources and planning for the future.

Information relating to the statutory ratios disclosed in the financial report is summarised in the table below and
our commentary is provided on the following pages.

Target

Ratio  Actual

Shire's Adjusted Ratios 5:’11"'* 4 Year Average’
Ear

* 3016 2016 2015 2014 2013 2012 Trend® Regional State
Current Ratio 21 295* 156 184 116 + 331 229
N CUEY 211 066 215 147 280 ¥ 127 113
Ratio e
::i“; b 215 567° 545° 122 574 4 1249 1401
E:t'i:;"‘i"“ Fpas z 015 [0.09)* 001* (037 0.1 + 003 [0.02)
L Vil R 062 ©0B2 051 047 ¥ 0.59 0.68
Coverage Ratio
:"::’; Consumtion 2 0.75 083 079 08T  NJ/A Py 063 116
::;: Renewal Funding ., , e 067 071 069 N/A ¢ 0B 100

Target ratio per Department of Local Government and Comtmundties [DLGT] &uidelioes dxcept the Debd Sarwce Rotie whitk i o targeld devised by Moore
Srephens fond bosed on experiences. For lnformation, D0LGC Guidelney indioate @ torget Debr Service Cover Rotio af 5.
Z The §-peaf trend compares the adjusted J016 fatio o the avéroge of tre odjusted rotios for the Lodt 5 peaed (excepdfor the Adiet Consimplion and Adset |
Benewal Furiding Rotios witich ore @ 4-year brend]
5 The overage in relotion to the Regional ond State com parkions i o d pear ovesage of 2003, 2013, 2014 oad 2015.

" Adjusted far “ooe-off” Himing/no n-cosh e ms.

Liability mited by a scheme aporoved under Professional Standards Legislation. Moore Stephens ABN 16 374 3537 307, An independent member of
Maoore Stephens International Limited - members in principal cities throughout the wordd. The Perth Moaore Stephens firm is not a pastner aragent of
iy ather Moore 52e phens finm.
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MOORE STEPHENS

COMMENT OM RATIOS (CONTINUED)
Adjustments relating to 2016

Twao of the ratios inthe accompanying table were distorted by an item of significant revenue relating to the early
payment of 2015/16 Financial Assistance Grants (FAGs) totaling 5428318 received on 30 June 2015. The =arly
payment of the grant increased operating revenue in 2015 and decregsed operating revenue in 2016,

This item iz considerad “one-off" timing in nature and was adjusted when calculating the ratios in the above table
{asshown by “*"} as were relevant comparative year ratios (which had been affected by similar "one-off” items).

Regionzal and State 4 Year Averages

Regionzl and 5tate 4 year averages have not been adjusted for "one-off” items even though these items may have
beenapplicable inprior years asthey are based on the statutory ratios which have been reportad in published
financial reports. Howewver, they still provide a useful reference point as they are indicative of atrend.

Commentary on specific ratios

=  Aszset Sustainability Ratio

This ratio measures the extent to which assets are being renewed/replacad compared to the amount
consumed [depreciation).

Although the ratio has increased from the previous year, it is below both the regional and state averages, and
is trending downwards over Syears.

As suggested in our management letter last year, a review of the depreciation rates and assetvaluations was
performed during 2015/16 to ensure they are reasonable and are generating a reliable representative
depreciation expenditure. This has resulted inthe improved ratio of 0.77, however this is still below target
levels.

A ratio less than 0.20 indicates the local government is having difficulty undertaking a sustained capital
investment program sufficient to renew/replace assetswhile also negating the effect of inflation on purchasing
powerovertime. This may reguire a review of operations with aview to assessing the revenue raising capacity
necessary to support the ongeing assetbase.

Counciland manzgement should continue to monitor this ratioin the future asyou attempt to fully understand
thetrend and level ofthis ratio.

= Aszet Renewal Funding Ratio

The Asset Renewal Funding Ratio indicates whether Council's planned capital remewal expenditure owver the
next 10 years per its Long Term Financial Plan (LTFP) is suificient to meet the required capital renewal
expenditure over the next 10years perits Asset Management Plans (AMP).

This ratiocontinues to be belowthetarget levels and both the Regional and State dyear averages. Itreflects
planned capital expenditure of 62% of the required capital expenditure. When the planned capital
expenditure inthe LTFPis compared tothe required capital expenditure inthe AMP, a ratioof0.62 indicates

Coundil has a funding gap of 38% being the portion of required capital expenditure Coundil's LTFP indicates
will beunfunded.

Notwithstanding this, as both the LTFP and AMP are outdated, these should be reviewed and updated to help
ensure valid caparisons can be made.

Oncethe above exercise hasbeencompletad, Council should review required service levels of assets based
onavailable funding
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MOORE STEPHENS

summary
Cwerall, as a general comment, the 3hire’s ratio position appears to be stable in some areas (with
improvement noted in most ratios), but has declined in other areas (In particular, Cwn Source Revenue
Coverage Ratio and Asset Renewal FundingRatio).

In addition, the Aszet Sustainzbility, Own Source Revenue Coverage and Asset Renewal Funding Ratios appear
to be trending downwards over the laonger term and this should be considered mowving forward.

Particular attention should be paid to the asset ratios to determine if changes are reguired or if the ratios are
reflective of the current short to medium term asset management approech of the Shire [based on condition
aszessments).

We would zlso like to take this opportunity to stress one-off assessments of ratios at 2 particular point in time
can only provide 2 smapshot of the financial position and opersting situation of the Shire. Az iz the caze with
zll ratios and indicators, their interpretation is much improved if they are calculated as an average over time
with the relevant tremnds being considered.

We will continue to monitor the financial position and ratios in future financial years and suggest it iz prudent
for Council and management to do 5o also as they strive to manage the scarce resources of the Shire.

If the Shire requires, we have a report available which is able to compare your ratios against other Local
Governments acrossthe Stateand by Region. The reportisalsoabletoincorporate a selection of your peer Local
Governments, whether they be of near neighbours or similar type innature. This may be of particular relevance
in your case as you are included in the Mid-West region when comparison to other, more similar local
governments, may be more relevant.

lfyou are interested in such an expanded report, please contact us.

UMCORRECTED MISSTATEMENTS
We advise there were no uncorrected misstatements noted during the course of ouraudit.
We take this opportunity to thank all staff for the assistance provided during the audit.

Shouldyouwishtodiscuss anymatter relatingtothe audit or any other matter, please do not hesitateto contact
us.

Yours faithfully

in
Moore Stephens

Encl.
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AGENDA ITEM: 8.2

SUBJECT: INDEPENDENT AUDIT REPORT - 30 JUNE 2016
PROPONENT: FINANCE & AUDIT COMMITTEE

SITE: COUNCIL CHAMBERS

FILE REFERENCE: 403.05 & 305.12

PREVIOUS REFERENCE: N/A

DATE: 10" FEBRUARY 2017

AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST
Nil
BACKGROUND

The Shire of Chapman Valley has received the final Independent Audit Report from its Auditors Moore
Stephens. (Please refer to Attachment 2).

COMMENT

As the Independent Audit Report didn’t highlight any issues there is nothing to report on or bring to
Council attention for further action.

STATUTORY ENVIRONMENT

Part 7 Local Government Act 1995 and the Local Government (Audit) Regulations 1996
POLICY IMPLICATIONS

Nil

FINANCIAL IMPLICATIONS

The long term financial viability of the Shire is of importance for future service delivery levels provided
to the Shire’s constituents.

e Long Term Financial Plan (LTFP):

The annual audit of the Shire’s operations is integral to monitoring how the Shire is tracking with its
integrated strategic planning.

STRATEGIC IMPLICATIONS

The annual audit of the Shire’s operations is integral to monitoring how the Shire is tracking with its
integrated strategic planning.

e Strategic Community Plan/Corporate Business Plan:

Objective Strategy Outcome
We want to strengthen our | Maintain a resilient and independent | A sustainable and progressive
community’s position for the | Shire local government
future

CONSULTATION

Council staff have been in contact and discussion with Council auditors throughout the audit review
process.
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RISK ASSESSMENT

The audit report has not highlighted any significant areas of risk.
VOTING REQUIREMENTS

Simple Majority

STAFF RECOMMENDATION

The Finance, Audit & Risk Committee recommends to Council the Final Audit Report of the Chief
Executive Officer the year ending 30 June 2016 be received and it be noted there are no further actions
required from the report.
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ATTACHMENT 2

MOORE STEPHENS

Lewal L5, Exchange Tawer,
2The Esplanade, Perth, Wa 6000

INDEPENDENT AUDITOR’S REFORT POBox 5785, 5t Georges Terrace, WABE3L

TO THE ELECTORS OF THE SHIRE OF CHAPMAM VALLEY
T +&1 [0)8 02255355

F +51 (0)& 5225 6161
REPORT ON THE FINANCIAL REPORT vk acrestephensica. com. au

We have sudited the accompanying financial report of the Shire of Chapman Valley, which comprises the
staternent of financial position as at 30 June 2016, stetement of comprehensive income by nature or type,
staternent of comprehensive income by program, statement of changes in equity, statement of cash flows
and the rate s=tting statement for the year then ended, notes comprising a summary of significant accounting
policies and other explanatory information and the statement by Chief Executive Officer.

hanagement's Responsibility for the Financial Report

Management is responsible for the preparation of the financial report that gives a true and fair view in
accordance with Australian Accounting Standards, the Local Government Act 1935 (as amended) and the Leca!
Government (Fingncial Maonagement) Regulotions 1996 (as amended) and for such internzl control as
hanagement determines is necessary to enable the preparation of the financial report that is free from
material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Cwr responsibility isto express an opinion on the financial report bazed on our audit. We conducted our sudit
in accordance with Australian Auditing Standards. These Standards reguire that we comply with relevant
ethical reguirements relating to sudit engagements and plan and perform the sudit to obtain reasonzble
assurance sbout whether the financial report iz free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures inthe
fimancial report. The procedures selected depend on the auditor's judgement, including the aszessment afthe
risks of material misstatement of the finandial report, whether due to fraud or error. In making those risk
assessments, the auditor considers internsl control relevant to the Shire's preparation and fair presentation
of the financizl report that gives a true and fair view im order to design audit procedures that are approprizte
in the circumstances, but not for the purpose of exprezsing an opinion on the sffectivensss of the Shire's
internzl control. An audit also includes evaluating the appropristeness of accounting policies used and the
reasonableness of acoounting estimates made by Council, a5 well az evaluating the overzll presentation ofthe
fimancial report.

We belisve the audit evidence we obtained is sufficient and appropriste to provide 3 basis for our audit
opinion.
Cpinion
Imour opinion, the financial report of the Shire of Chapman Valley is in accordance with the Local Government

Act 1595 {as amended) and the Local Government (Fingncial Management) Regulotions 1995 [as amended],
including:

z] giving a true and fair view of the Shire's financial position az at 30 June 2016 and of its financial
performance and its cash flows for the year ended on that date; and

b) complying with Australian Accounting Standards {including Australian Accounting Interpretations).

&0

Liabiliby Limited by a scheme approved under Professioral Standards Legislation. Moore Sbephens ABN 16 874 357 507 An independent member of
Moore Stephens Intermational Umited - memibers in principal dties throughout the world The Perth Moore Stephens firm is not a partner ar agent of
any ather Moore Stephens firm.

age




MOORE STEPHENS

INDEFENDENT AUDITOR'S REFORT
TO THE ELECTORS OF THE SHIRE OF CHAFMARN VALLEY (CONTINUED)

Report On Other Legal and Regulatory Requirements

In accordance with the Locol Government (Avdit) Reguiations 1996, we also report that:

a) There are no matters that inour opinion indicate significant adverse trends in the financial position or
the financial management practices of the Shire.

by MNomattersindicating nen-compliance with Part & of the Locol Government Act 1995 (asamended),
the Local Government{Financial Management) Regulations 15965 (as amended) crapplicable financial
controls of any other written law were noted during the course of our audit.

c) Inrelation to the Supplementary Ratio Information presented at page 62 of this report, we have
reviewed the calculations as presented and nothing has come to our attention to suggest it is not:

reasonably calculated; and
ii. basedonverifiable information.
dy  All mecessary information and explanations were obtained by us.

e} All audit procedures were satisfactorily completed in conducting ouraudit

MOORE STEPHENS
CHARTERED ACCOUNTAMTS

BORWIN

ERTMER
Date: 24 Movember 2016

Perth, WA

61
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AGENDA ITEM: 8.3

SUBJECT: COMPLIANCE AUDIT RETURN (2016)
PROPONENT: FINANCE & AUDIT COMMITTEE
SITE: COUNCIL CHAMBERS

FILE REFERENCE: 403.05 & 305.12

PREVIOUS REFERENCE: N/A

DATE: 10" FEBRUARY 2017

AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST

Nil

BACKGROUND

Every Local Government Authority in Western Australia is required to complete the Compliance Audit
Return (CAR) each year. The purpose of this item is to present the 2016 Compliance Audit Return to
the Committee to review prior to going to Council for formal adoption and forward a certified copy to the
Department of Local Government.

COMMENT

A Draft copy of the Shire of Chapman Valley 2016 Compliance Audit Return has been provided to
Councillors as Attachment 3.

STATUTORY ENVIRONMENT

Local Government Act 1995

POLICY IMPLICATIONS

Nil

FINANCIAL IMPLICATIONS

Nil

STRATEGIC IMPLICATIONS

Nil

VOTING REQUIREMENTS

Simple Majority

STAFF RECOMMENDATION

That the Finance, Audit & Risk Committee recommends the following to Council:
1. The 2016 Compliance Audit Return be signed by the CEO and Shire President
g. The 2016 Compliance Audit Return be received and recorded in the Minutes of Council

The 2016 Compliance Audit Return is submitted to the Department of Local Government &
Communities.
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Department of Local Government and Communities - Compliance Audit Fletum

- o ovarmmant o estern Australia

Y G t of Western Austral

i .-h i Departrment of Local Government and Communities.
L.

Chapman Valley - Compliance Audit Return 2016

ATTACHMENT 3

Commercial Enterprizes by Local Governments

Mo  Reference (uestion Response Comments Respondent
1 53.59(2)(a){b){c) Has the local government prepared a N/A Maurice Battilana
F&G Reg 7.9 business plan for each major trading
undertaking in 2016.
2 53.59(2)(a){b){c) Has the local government prepared a N/A Maurice Battilana
F&G Reg 7,10 business plan for each major land
transaction that was not exempt in
2016.
3 53.59(2)(a){b){c) Has the local government prepared a N/A Maurice Battilana
F&G Reg 7,10 business plan before entaring into each
land transaction that was preparatory
to entry into 2 major land transaction
in 2016.
4 53.59(4) Has the local government given N/A Maurice Battilana
Statewide public notice of each
proposal to commence a major trading
undertaking or enter into a major land
transaction for 2016.
5 53.59(5) Dvid the Council, during 20156, resolve N/A Maurice Battilana

to proceed with each major land
transaction or trading undertaking by
absolute majority,




Delegation of Power / Duty

No  Reference Question Response Comments Respondent
1 55,16, 3.17, 5.1 Were all delegaticns to committees N/A Maurice Battilana
resolved by absclute majority.
2 55,16, 53.17, 5.18  Were all delegations to committess in NSA Maurice Battilana
writing.
3  s5.16, 5,17, 5.18  Were all delegations to committees MNSA Maurice Battilana
within the limits specified in section
3.17.
4 55,16, 5.17, 5.18 Were zall delegations to committeas NSA Mzurice Battilana
recorded in a register of delegations.
3 s5.18 Has Coundil reviewed delegations to its MN/A Maurice Battilana
committees in the 20152016 financial
year.
6 s5.42(1),5.43 Diid the powers and duties of the Yes Maurice Battilana
Admin Reg 186G Council delegated to the CEQ exdude
those as listed in section 5.43 of the
Act.
7 s5.42(1)(2) Admin Were all delegations to the CEQ Yes Maurice Battilana
Reg 18G resolved by an absolute majority.
8 s5.42(1)(2) Admin Were all delegations to the CEQ in Yes Maurice Battilana
Reg 18G writing.
5  s5.44(2) were all delegations by the CEQ to any Yes Maurice Battilana
employes in writing.
10  s5.45{1)(b) were all decisions by the Coundil to Yes Maurice Battilana
amend or revoke a delegation made by
absolute majority.
11  s5.46{1) Has the CEO kept a register of al Yes Maurice Battilana
delegations made under the Act to him
and to other employees,
12 s5.46(2) were all delegations made under Yes Maurice Battilana
Diivision 4 of Part 5 of the Act reviewed
by the delegater at least once during
the 2015/2016 finandial year.
13  s5.46(3) Admin Did all persons exercising a delegated Yes Maurice Battilana
Reg 19 power or duty under the Act keep, on
all occasions, a written record as
reguired.
Disclosure of Interest
No  Reference Question Response Comments Respondent
1 s5.67 If a member disclosed an interest, did Yes Maurice Battilana
he/she ensure that they did not remain
present to participate in any discussion
or decision-making procedure relating
to the matter in which the interast was
disclosed [not including participation
approvals granted under 53.68).
2 s5.68(2) Were all decizions made under section Yes Maurice Battilana

5.68(1), and the extent of participation
allowed, recorded in the minutes of
Council and Committes meetings.
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No Reference Question Response Comments Respondent
3 5573 Were disclosures under section 5.65 ar Yes Maurice Battilana
5.70 recorded in the minutes of the
meeting at which the disclosure was
made.
4  s5.75(1) Admin Was a primary return lodged by all MNfA Maurice Battilana
Reg 22 Form 2 newly elected members within three
months of their start day.
5 s5.735(1) Admin Was a primary return lodged by all MNfA Maurice Battilana
Reg 22 Form 2 newly designated employees within
three months of their start day.
&  =5.76{1) Admin Was an annual return lodged by all Yes Mzurice Battilana
Reg 23 Form 3 continuing elected members by 31
August 2016,
7 s5.76{1) Admin Was an annual return lodged by all Yes Maurice Battilana
Reg 22 Form 3 designated employess by 31 August
2016.
a 53.77 On receipt of a primary or annua Yes Maurice Battilana
return, did the CEQ, (or the Mayor/
President in the case of the CEQ's
return) on all eccasions, give written
ackmowledgment of having received
the retumn.
9  =5.88{1)(2) Admin Did the CEQ keep a register of financial Yes Maurice Battilana
Reg 28 interests which contained the returns
lodged under section 5.75 and 5.76
10 s5.88{1)(2) Admin Did the CEQ keep a register of financial Yes Maurice Battilana
Reg 28 interests which contained a record of
disclosures made under sections 5.65,
5.70 and 5.71, in the form prescribed
in Administration Regulation 28,
11  s5.88 (3) Has the CEQ removed all returns from N/A Maurice Battilana
the register when a person ceased to
be a person required to lodge a return
under section 5.75 or 3.76.
12  =5.88(4) Have zll returns lodged under section Yes Maurice Battilana
5.75 or 5.76 and removed from the
register, been kept for a period of at
least five years, after the person who
lodged the return ceased to be a
council member or designated
employee.
13 55,1023 Admin Reg Where an elected member or an Yes Maurice Battilana
34C & Rules of employee disclosed an interest in a
Conduct Reg 11 matter discussed at a Council or
committes meeting where there was a
reasonable belief that the impartiality
of the person having the interest would
be adversely affected, was it recorded
in the minutes,
14  s5.70{2) Where an employee had an interest in Yes Maurice Battilana

any matter in respect of which the
employee provided advice or a report
directly to the Council or 3 Committes,
did that person disclose the nature of
that interest when giving the advice or
report.
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No  Reference

Question

Response Comments

Respondent

15  s5.70{3)

Where an employee disclosed an
interest under s5.70(2), did that
person alse disclose the extent of that
interest when required to do so by the
Council or a Committee,

Yes

Maurice Battilana

16 s55,103(2) Admin
Reg 34B

Has the CEQ kept a register of al
notifiable gifts received by Counci
members and employees.

Yes

Maurice Battilana

Disposal of Property

No  Reference

Question

Response Comments

Respondent

1 s3.58{3)

Was local public notice given prior to
disposal for any property not disposad
of by public auction or tender (axcapt
where excluded by Section 3.38(5)).

Yes

Maurice Battilana

2 s3.58(4)

Where the local government disposed
of property under section 3.33(3), did
it provide details, as prescribed by
section 3.58(4), in the required local
public notice for each disposal of
property.

Yes

Maurice Battilana

Elections

No  Reference

Question

Response Comments

Respondent

1  Elect Reg 30G (1)

Did the CEQ establish and maintzin an
electoral gift register and ensure that
all "disclosure of gifts' forms completed
by candidates and received by the CEQ
were placed on the electoral gift
register at the time of receipt by the
CEO and in a manner that clearly
identifies and distinguishes the
candidates.

Yes

Maurice Battilana

Finance

No  Reference

Question

Response Comments

Respondent

1 s7.1A

Has the local government established
an audit committee and appointed
members by absolute majority in
accordance with section 7.14 of the
Act.

Yes

Maurice Battilana

2 s7.18

Where a local government determined
to delegate to its audit committee any
powers or duties under Part 7 of the

Act, did it do so by absolute majority.

M A

Maurice Battilana

Was the person(s) appointed by the
local government to be its auditor, a
registerad company auditor.

Yes

Maurice Battilana

4  57.3, 7.6(3)

Was the person or persons appointed
by the local government to be its
auditor, appointed by an absolute
majority decision of Council.

Yes

Maurice Battilana
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Reference

Question

Response Comments

Respondent

Audit Reg 10

Was the Auditor's report for the
finandal year ended 30 Juns 2016
received by the local government
within 30 days of completion of the
audit.

Yes

Maurice Battilana

s7.9(1)

Was the Auditor's report for the
finandal year ended 30 June 2016
received by the local government by
31 December 2016,

Vs

Maurice Battilana

57.12A(3)

Where the local government
determined that matters raised in the
auditor’s report prepared under 7.9
(1) of the Act required action to be
taken by the local government, was
that action undertaken.

M/A

Maurice Battilana

57.124 (4]

Where the local government
determined that matters raised in the
auditor’s report (prepared under 57,9
(1) of the Act) required action to be
taken by the local government, was a
report prepared on any actions
undertaken,

M A

Maurice Battilana

S7.124 (4)

Where the local government
determined that matters raised in the
auditor’s report (prepared under s7.9
(1) of the Act) required action to be
taken by the local government, was a
copy of the report forwarded to the
Minister by the end of the finanda
year or 6 months after the last report
prepared under s7.% was received by
the local government whichever was
the |atest in time.

MY A

Maurice Battilana

10

Audit Reg 7

Dvid the agreement between the local
government and its auditor include the
objectives of the audit.

Yes

Maurice Battilana

11

Audit Reg 7

[rid the agreement between the local
government and its auditor include the
scope of the audit.

Yes

Maurice Battilana

12

Audit Reg 7

Drid the agreement between the local
government and its auditor include 2
plan for the audit.

Vs

Maurice Battilana

13

Audit Reg 7

Dvid the agreement between the local
government and its auditor include
detzils of the remuneration and
expenses to be paid to the auditor,

Yes

Maurice Battilana

14

Audit Reg 7

Dvid the agreement between the local
government and its auditor include the
method to be used by the loca
government to communicate with, and
supply information to, the auditor.

Yes

Maurice Battilana

20|Page



Local Government Employees

No

Reference

Question

Response

Comments

Respondent

1

Admin Reg 18C

Diid the local government approve the
process to be used for the selection
and appointment of the CEQ before the
position of CEQ was advertised.

M/A

Maurice Battilana

55.36(4) 55.37(3),

Admin Reg 184

were all vacancies for the position of
CEOD and other designated senior
employees advertised and did the
advertising comply with 5.5.36(4),
5.37(3) and Admin Reg 18A.

M/ A

Maurice Battilana

Admin Reg 18F

Was the remuneration and other
benefits paid to a CEQ on appointment
the same remuneration and benefits
advertised for the position of CEQ
under section 5.36(4).

M/A

Maurice Battilana

Admin Regs 1BE

Did the local government ensure
checks were carried out to confirm that
the information in an application for
employment was true (applicable to
CEOD only}.

M A

Maurice Battilana

55.37(2)

Did the CEQ inform council of each
proposal to employ or dismiss a
designated senior employes.

MY A

Maurice Battilana

Official Conduct

No

Reference

Question

Response

Comments

Respondent

1

53,120

Where the CED is not the complaints
officer, has the local government
designated a senior employes, as
defined under £5.37, to be its
complaints officer.

M/ A

Maurice Battilana

£5.121(1)

Has the complaints officer for the local
government maintained a register of
complaints which records al
complaints that result in action under
55.110{6)(b) or (c).

Yes

Maurice Battilana

55.121(2){a)

Does the complaints register
maintained by the complaints officer
include provision for recording of the
name of the coundl member about
whom the complaint is made.

Vs

Maurice Battilana

55.121(2)(b)

Does the complaints register
maintained by the complaints officer
include provision for recording the
name of the person who makes the
complaint.

Yes

Maurice Battilana

55.121({2){c)

Dioes the complaints register
maintained by the complaints officar
include provision for recording a
description of the minor breach that
the standards panel finds has occured.

Vs

Maurice Battilana

55.121(2)(d)

Does the complaints register
maintained by the complaints officer
include the provision to record details
of the action taken under s5.110{&)(b)
or {c}.

Vs

Maurice Battilana
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Tenders for Providing Goods and Services

No

Reference

Question

Response Comments

Respondent

1

53.57 FBG Reg 11

Did the local government invite
tenders on all cccasions (before
entering into contracts for the supply
of goods or services) where the
consideration under the contract was,
or was expected to be, worth more
than the consideration stated in
Regulation 11{1) of the Local
Government (Functions & General)
Regulations [Subject to Functions and
General Regulation 11(2)).

Yes

Maurice Battilana

F&G Reg 12

Diid the local government comply with
F&G Reg 12 when decding to enter
into multiple contracts rather than
inviting tenders for a single contract.

MfA

Maurice Battilana

F&G Reg 14(1) &
(3}

Did the local gowernment invite
tenders via Statewide public notice.

Yes

Maurice Battilana

FEG Reg 14 & 15

Diid the local government's advertising
and tender documentation comply with
F&G Regs 14, 15 & 16.

Maurice Battilana

F&G Reg 14(5)

If the local government sought to vary
the information supplied to tenderers,
was every reasonable step taken to
give each person who scught copies of
the tender documents or each
acceptable tenderer, notice of the
wvariation.

Yes

Maurice Battilana

F&G Reg 16

Did the local government's procedure
for receiving and opening tenders
comply with the requirements of F&G
Reg 16.

Yes

Maurice Battilana

FEG Reg 18(1)

Did the local government reject the
tenders that were not submitted at the
place, and within the time specified in
the invitation to tender,

Yes

Maurice Battilana

F&G Reg 16 [4)

In relation to the tenders that were not
rejected, did the local government
assess which tender to accept and
which tender was most advantageous
to the local government to accept, by
means of written evaluation criteria.

Yes

Maurice Battilana

F&G Reg 17

Diid the information recorded in the
local government's tender register
comply with the requirements of F&G
Reg 17.

Yes

Maurice Battilana

10

FEG Reg 19

Was each tenderer sent written notice
adwising particulars of the successful
tender or advising that no tender was
accepted.

Yes

Maurice Battilana

11

F&G Reg 21 & 22

Did the local governments's advertising
and expression of interest
documentation comply with the
reguirements of F&G Regs 21 and 22,

Yes

Maurice Battilana

12

FEG Reg 23(1)

Did the local government reject the
expressions of interest that were not
submitted at the place and within the
time specified in the notice.

Yes

Maurice Battilana
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Reference

Question

Response Comments

Respondent

13

FEG Reg 23(4)

After the local government considered
expressions of interest, did the CEO list
each person considered capable of
satisfactorily supplying goods or
SEMVICES,

Yes

Maurice Battilana

14

FEG Reg 24

Was each person who submitted an
expression of interest, given a notice in
writing in accordance with Functions B
Generzal Regulation 24,

Yes

Maurice Battilana

15

FEG Reg 24AD(2)

Dvid the local government invite
applicants for a panel of pre-qualified
suppliers via Statewide public notice.

N/A

Maurice Battilana

16

FEG Reg 24AD(4)
B 24AE

Drid the local government's advertising
and panel documentation comply with
FRG Regs 24AD(4) & 24AE,

N/ A

Mzurice Battilana

17

FEG Reg 24AF

Drid the local government's procedurs
for receiving and opening applications
to join a panel of pre-qualified
suppliers comply with the requirements
of F&G Reg 16 as if the reference in
that regulation to a tender were a
reference to a panel application.

MN/A

Maurice Battilana

18

FEG Reg 24AD(5)

If the local government to sought to
vary the information supplied to the
panel, was every reasonable step
taken to give each person who sought
detailed information about the
proposed panel or each person who
submitted an application, notice of the
variation.

N/A

Maurice Battilana

15

FEG Reg 24AH(1)

Diid the local government reject the
applications to join a panel of
pre-gualified suppliers that were not
submitted at the place, and within the
time specified in the invitation for
applications.

NfA

Maurice Battilana

20

FEG Reg 24AH(3)

In relation to the applications that
were not rejected, did the local
government assess which
application(s) to accept and which
application(s) were most advantageous
to the local government to accept, by
means of written evaluation criteria.

MN/A

Maurice Battilana

21

FEG Reg 24AG

Did the information recorded in the
local government’s tender register
about panels of pre-qualified suppliers,
comply with the requirements of F&G
Reg 24AG,

N/A

Maurice Battilana

22

FEG Reg 24Al

Drid the local government send each
person who submitted an application,
written notice advising if the person's
application was accepted and they are
to be part of 3 panel of pre-gualified
suppliers, or, that the application was
not accepted.

MN/A

Maurice Battilana
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No Reference Question Response Comments Respondent
23 FA&G Reg 24E wWhere the local government gave a MNfA Maurice Battilana
regional price preference in relation to
a tender process, did the local
government comply with the
reguirements of F&G Reg 24E in
relation to the preparation of a regional
price preference policy (only if a policy
had not been previously adopted by
Council).
24 F&G Reg 24F Did the local gowvernment comply with Yes Maurice Battilana
thie requirements of F&G Reg 24F in
relation to an adopted regional price
preference policy.
25 FA&G Reg 11A Does the local government have a Yes Maurice Battilana

current purchasing pelicy in relation to
contracts for other persons to supply
goods or services where the
consideration under the contract is, or
is expected to be, $130,000 or less.
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AGENDA ITEM: 8.4

SUBJECT: BIENNIAL INTERNAL AUDIT
PROPONENT: CHIEF EXECUTIVE OFFICER
SITE: WHOLE OF SHIRE

FILE REFERENCE: 305.00

PREVIOUS REFERENCE: NA

DATE: 10" FEBRUARY 2017
AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST

Nil

BACKGROUND

The State Government gazetted new legislation in February 2013 under Clause 17 of the Local
Government (Audit) Regulations, 1996, which requires a local government authority to undertake
internal control audit at least once every two years, with the first of these audits to be completed by the
31 December 2014.

This item was presented to the December 2016 OCM with the following being resolved:
“MOVED: CR MALUISH SECONDED: CR WOOD

Council receives the Internal Audit Report as presented and request the Chief Executive Officer present

this to the Finance & Audit Committee in accordance with Clause 17 (3) of the Local Government (Audit)

Regulations, 1996 for review, comments and if necessary provide recommendations to back to Council
for consideration.

Voting 7/0

CARRIED

Minute Reference: 12/16-13”

A copy if the Internal Audit is provided as Attachment 4 for the Committee Members to review.
COMMENT

The Local Government Act 1995 (the Act) requires all local governments to establish an Audit
Committee. An Audit Committee plays a key role in assisting a local government to fulfil its governance
and oversight responsibilities in relation to financial reporting, internal control structure, risk
management systems, legislative compliance, ethical accountability and the internal and external audit
functions.

The CEO is required to provide biennial reviews of the appropriateness and effectiveness of the Shire's
systems and procedures in regard to risk management, internal control and legislative compliance to
the Audit Committee, who will review this along with the results of the annual Compliance Audit Return.

The biennial review will require an internal audit carried out by a person who is not involved in the
operational management of the Shire or the functions being audited. Internal auditing is an
independent, objective assurance and consulting activity designed to add value and improve an
organisation’s operations. It helps an organisation accomplish its objectives by bringing a systematic,
disciplined approach to evaluate and improve the effectiveness of risk management, control, and
governance processes.

The reporting tool is designed to assist local governments to assess and report on their internal
environment, functions and procedures for inclusion in the CEO biennial review, and to support
organisational development and continuous improvement.

Marg Hemsley (Risk ID) was contracted to undertake the independent Internal Audit Report in
November 2016 to address the legislative requirements of Regulation 17 of Local Government (Audit)
Regulations, 1996. A copy of this Report is provided under separate cover.



The intention of this Agenda Item is to advise Council the internal audit has been completed and will
be presented to the Finance & Audit Committee in early 2017 for review and report back to Council on
any items or issues considered necessary for further action. This timing was considered appropriate as
the internal audit review can be considered by the Finance & Audit Committee at the same time the
Committee considers the annual Compliance Audit Return.

STATUTORY ENVIRONMENT

Local Government (Audit) Requlations, 1996

17. CEO to review certain systems and procedures
(1) The CEO is to review the appropriateness and effectiveness of a local
government’s systems and procedures in relation to —
(@) risk management; and
(b) internal control; and
(c) legislative compliance.
(2) The review may relate to any or all of the matters referred to in subregulation (1)(a),
(b) and (c), but each of those matters is to be the subject of a review at least once
every 2 calendar years.
3) The CEO is to report to the audit committee the results of that review.

[Regulation 17 inserted in Gazette 8 Feb 2013 p. 868.]

POLICY IMPLICATIONS
No existing policy/procedure affected.

FINANCIAL IMPLICATIONS

Nil affect
. Long Term Financial Plan (LTEP):
Nil affect

CONSULTATION
Relevant staff have been consulted and had input into the development of the Internal Audit Report
RISK ASSESSMENT

Based upon the adopted Risk Assessment and Acceptance Criteria for the Shire’s Risk Management
Policy & Procedures the risk level considered relevant:

¢ Insignificant/Minor Risk in the areas of Financial Impact, Compliance and Reputation.
STRATEGIC IMPLICATIONS

It is sound practice to undertake an internal review of operations to ensure maximum compliance and
efficiencies are in place and adhered to.

. Strategic Community Plan/Corporate Business Plan:
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Strategy Actions

We want a representation and | The President and Develop Council appropriate
governance model that Councillors to be policies and procedures that

reflects our community’s representative of the enable good: governance,
unique attributes community and provide |development, services and
strong leadership growth

VOTING REQUIREMENTS

Simple Majority

STAFF RECOMMENDATION

The Committee confirm with Council they have reviewed the internal audit and recommend the items
identified are to be dealt with by the Chief Executive Officer as operational issues.
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The Local Govemment Act 1995 (the Act) requires that all local governments establish an audit committes. An audit committes plays a key role in assisting a local government to fulfil its povernance and oversight responsibilities in relation to financial reporting, internal control structure, risk management systems,
legisiative compliance, ethical accountability and the internal and external audit functions.  The CED is required to provide Biennial reviews of the appropriatenass and effectiveness of the Shire's systems and procedures in regard to risk management, internal comtrol and legislative compliance to the Audit
‘Committee, who will review this along with the results of the annual CEOs report and Compliance Audit Return. The biennial review will require an internal audit carried out by a person whao is not involved in the operational management of the Shire or the functions being audited. Internal auditing is an independent,
objective assurance and consulting activity designed to add value and improve an organisation’s operations. it helps an organisation accomplish its objectives by bringing a systematic, disciplined approach to evaluate and improve the effectiveness of risk management, control, and govemance processes. This tool has
been developed in good faith, addressing Appendix 3 of the Local Government Operational Guidelines - Mumber 9 - Audit in Local Government. This will assist local governments to assess and report on their internal environment, functions and procedures for inclusion inthe CEO biennial review, and to support
organisational development and continuous improvernent. This tool is to be used in conjunction with Section 7 {internal Control Framewark] of the \Western Australian Local Government Accounting Manual which provides guidelines on specific areas of controls to review.

Internal Audit - Addressing WA Local Government (Audit) Regulations 1996

ATTACHMENT 4

Auditor - Margaret Hemsley Principal
Consultant RiskiD and LG People

|Au|it Date: 23/11/206

Shire Staff Consulted: Manager Finance and Corporate - Dianne Raymond: Governance and CEO Executive Officer
- Karen Mckay: CEC - Mawrice Battilana

Risk Management
11 Risk I 1t Sy and Processes
ol and risk systems and are a key expression of & local gowermment’s attitsde to effective controls. Unsure or notin  [Flanned (U] =

G004 HUGT committee practices in monitoring internal risk Ams place (U}

Li1 Does the Shire have 8 Risk Management Folicy, with formai risk appetite and tolerance levels incluced? A risk menogemant Policy is in pioco with risk Oppetite eagd tofarance kvels incuded.

112 Does the Shine have an organisstional wide risk management framework in place? There is o risk  fromewor in pisce but comp irng thha Paiicy i releion he thair own working environment moy
|prove o chalenga to thase mot fomilior with risk managamant princisies, proctices and worshuiory. An improvemant wouid be to
[develop Organisationai Guidelines for Risk that inciuda the individus! rasponsibility levals for raparting and cosing out
[isks, and irciude tham in the Emplopmant Menugls / Induction Pacis.

113 Doms the Shine have = risk ragistar that is regularty reviewsd to ensure that risks sre acdrassed and closed out? [Risi Register of Spstems ong Frocosses is in pigce and regulariy reviewod to closo out thoss risks. There i clso o working O5H fsug
trociing system An improvement wouid be b deveicg @ Risk Management Tracker tn compliment the O5H Trocier.

114 s this policy commuricated to all curnent staft, snd included in induction processesT Whifa it hos Been communicoted to the Courci ond Sanior Mancgament, it Nes not been fuily communicated ocross tha
|Orgomisation os per the Risk Maragemant Poiicy requires. The Shire must ersuro gif naw ard existing staff are trained in risk
managamant as per communiction and consuifafion section of the Skina’s palicy [Poge 5] I troascribing ond delivaring this
information to shoffl it would need to be in o smplfied form ot is reievant fo the areas of risk identification it strotegy ond
|operotion:.

L1.5 Has responsinility for risk management been induded in the organizational structurs with responsibility assigred? Azzignad to the CEO with the sk mancgemant committes embedded in the Exacutive o outiingd iv tha Risk Mancgemant Policy

116 [are strategic risks considered, svalusted and reviswed in annusl planning processes? [in some areas they are, but more routing use of the risk identification ong evaiustion processes for Council ond Evecutive decision
| making using the Risk Mancgemant Poiicy Toleroncs lavels would be an imarovement ot Councll meatings and in the canual
|pianring process.

LL.7 |Are material operating risks aporoprintely imthe Shire? [CEC ond Evecutives responsitia flor thair araas

1L.1.8 Does risk mansgement form part of the Coundil agends item requiremants? Whila thiz i implamantad it couid B improvad by gracter raferenca to the toiaronce levals o5 opprovad in the Shires Risk
|Mancgement Policy o3 cutined in 1.1.6

119 s Fisk MBNagement an sgends item at staff or stakeholder mestings? i Exacutive, Tooitox cnd Divisiono! AMeatings

1.1.10  [isrisk menagement a key performance indicetar on all senior management position descriptions? While it i an expectation of Senior shol trere i3 rof o mecsurable KPIWie it i5 on expectotion of Senior staff there is not o
| maczuratia KP1 documented.

1.1.11  [Doe=sthe Shime heve = regulsr risk identification, review and reporting process gversesn by senior i | Currantiy smire Q5H focuzssd but will improva by ooditions) raporting and ot If Oiperational and Strategic Aisks

L1127  [Doesthe Shire have 2 business continuity plan® in piace and deveiaping

L113 ks the Business Continuity Plan testad from time to time? Thig IT business Continuity component nos bean tested ond other component tests are planmed.

Li14 Does the Shire have a Disaster Recovery Plan? LEMAL, IT ond Coronation Beach Evarvation

L1115 ks the Disaster Recowery Plan tested from time to time? Yas

Determining and Managing Material ling Risks

L21 Does the Shire have & System or prooesses to ensune compliance with Lagisistion, Regulations. Standarss and Shire Polices? (Dates to Rememesr procass and Stafyinfarmatian

122 Does the Shine have @ process to address accounting judgements o estimates that prove to be wrong? Fimances reviawst monthly ood appropriote sojustmants mods as requirad

123 Does the Shine hawve & fonmal process to desl with claims and Etigstions? L5¢5, Complaints Register

124 ks there & process in place to icentify misconduct, fraud or theft risks that includes monitoring, review and & treatment plan should | sagragation of dutias, complaints ragi sy, reguiar finencial neviaws eod FNOs Officer in plocg.

they sventuate

L5 Does the Shire hawve systems and propesses L0 prevent Of URCOVer MISCONCUCE, fraud and theft? [(Afoneniy review of Jocounts and Somk SLOEMENts and coGw o concuct reguiraments.

L2.6 Does the Shire hawe syshems in plsce to sddress Docuoational Safety and Health risks? Wall dowalopad! 05K spstems oog Erocesses

L27 Does the Shire hawe systems in plsce to sddress environmestal risks? | Appropricte officars, policios ord processes in plors to monitor anvirormant ond oogress isspas arsing

128 Does the Shine have systems and processes in plaoe to address business risks? |Reguilar €EC ond Evacutive mastings, idantified business risis discussed, manoged and monitored.

1.2.9 Does the Shine have @ orocess to manage insurabl rishs and ensure the sc=quacy of nsurance? 1515 and Exscutive Review Anouciy

1L.2.10 |Doesthe Shine have formal processes bo review the effectiveness of the internal control systems with mansgement, int=mal and | Arnucs) cudits coriad out with cutcomas roviewed oRd oppropriote improvemants mode. Monthiy neMaws corried owt in the

et rral auditors? fincncicl orea.
13,11 |Doss management have controks in place for unusual types to transactions or transactions that may camy more than acceatable |Procuremant palicios ond strngant procosses in pioce with CEO ard Exccutive oversight.
degrees of risk?
L.2.12 Coes the Shime have 3 formial tenders and procurement sysh2m and process in place with 3 focus on probity and transosrency of WALGA process ond policies wred for Tanders | £ Tander] ond Procuremant
molicies ang procedures?
L2113 Coes the Shine have & process | checkiist aparoach to ensumne the tenders and procurements policies and processes are deing | stringent procass for punchosing imclucing eiectromic Furchase Orgers linked to budget ¥mits of users, formal tender / three guots
[wpplied at all imes? process os cpplicebie. CEQ has Fnoi sign off and Creditors Gfffcar reconcies invoicas with punchese ondors.




2 Internal Control

Internal control is a key component of a sound governance framework, in addition to leadership, long-term planning,
compliance, resource allocation, accountability and transparency. Strategies to maintain sound internal controls are based
on risk analysis of the internal operations of a local government. an effective and
transparent internal control environment is built on the following key areas:

integrity and ethics.

palicies and delegated authority.

leveds of responsibilities and awthorities.

audit practices.

information system access and security.

management operating style.

hurman resource management and practices.

Internal control systems involve polices and procedures that safeguard assets, ensure accurate and relizble financial
reporting, promote compliance with legislation and achieve effective and effident operations and may vary depending on the|
size and nature of the local government.

Unsure or not in

place U}

Flanned [U)

ping (D}

Reviewed |MR)

Documantad and ravigwsd

0 pioce and regulariy raviewed

Formaily rewiewad annwally by Council and Executivas

Troining matrix im ploce ond reviewad reguianiy

0 jpioce and gudit troils monitoned

Arnuchy reviewes

Risk igertificotion and cssossment actitios arg in picco but not yot fully folowing the documentotion processes os outined in the
Skira’s Risk AMfancgement Policy.

Vas

¥as

Thare are engcks in place in Shire systems

in pioce

Oniy CEC and Senicr officers £an sign aff on docwmants

Thars is ongaing davaicEmant off Chetks and DoiGnCas

Restrictad by 3ign in’ to thase arsas

Controiied ervironmant in ploca

2.1 Coes the Shire have 3 formel delegation of suthority system and process?

2.2 Does the Shire have documented pofices and procecures?

2.3 ks thers an effective grocess in plsce for polioy and procedurs redews?

2.4 [&re il Snirs statf quakfied and trained in the areas of their principel responsibility®

2.5 [&re thers controts on all formal systems and processes?

2.5 |Are regutsr intermisl sudits carried out?

2.7 Are risk identification and aszessments activities documented?

2.B Does the Shire hawve regulsr Baison with the Shire Auditors?

2.9 Dioes the Shine hawe regular i2ison with legal advisars?

2.10 Is there B process to review the effectivensss of intemal controls®

2.11 Is there & process for ensuring senarstion of robes and functions in processing and autherisation?
212 ks there 8 process in pisce for control of ApOrovE| Of documents, lzthers and financisl recoras?
2.13 Is there B process for comparison of internal data with other external sources of information?
2.14 Is direct physical access to assets and records limited?

2.15 [Are controis in place reisting to computer applications and information system stancards?

216 ks mccess limived ta make changss in data files and systems?

2.17 Is there regular maimtenance and review of finandal control accounts and trisl baksnces?

218 Is there & process to regularky comparison and analysis of finandal results with budzeted amounts?
2,10 Is there & process to reyview the arithmetical accuracy and content of records?®

2.20 ks thers & process to review and report on aoproval of financial payments and reconcifations?
221 Is there & process to compare the result of physical cash and irwentory counts with sccounting records?®

Controiied emvironmant it placs

Afangniy reconciiation and review by CED, Manager Finonce ond Conparate and Coumsl

Afontniy BUCigar reviaw

Robust annuai BEAgEt Fenaw

Ragular Agends itam for Council

in pioce




Dates o BamemEer prorass usad

Annug! Review ond Councl Agends

Armuc! item on Audit Committes Agenca

PIDS Offfoer Gng grigvance Manogemant Brocess in piooe.

Arnuc! itam on Audit Committes Aganca

Arnuc! meeting of the Awdit Committes and externai gudit.

Part of the Tander specifications Lpan which the contract is developed and finclsed with the Avditars

Part of the Tander specifications Lpan which the contract is developed and finclsed with the Avditars

Compligmoe awcit eturn menitered by Council and Executive and is reported in the Aanval Repart

Legislative Compliance

The compliance programs of a locl government are a strong indication of attitude towards meeting legislative  [Unsure or notin
requirements. Audit committee practices in regard to monitoring compliance programs typically include the place (U]}
following that should be audited.

(3.1 ks there & process in place for monitoring compliance with legisiation and regulstions?

3.2 Is there & process in place to neview the annwal Compliance: Audit Return and report to Coundl the results of that review?

3.3 Is there & process for the audit committes to stay informed on how management is monitoring the effectiveness of its compliance
[and msking recommendations for changs as necessary?

3.4 Coes the Shine have procedunes for it to recefos, retain and trest compisints, including configential and anonymous employes
complaints?

3.5 Is thEre & Drocess that pives the Audit Committee assursnce that sdverse trancs are identificd snd revizws mansgzmant’s plans to
deal with these?

3.6 Is there a process te for the Audit committes to review management disclesures in financial reports of the effect of significant

iszues?

3.7 Is tRErE & DrOCESS to review whather the internal and [ or extennsl sucitors have regard to comalisnce and ethics risks in the
[dEveiopmant of their audit plan and in the conduct of sudit projacts, and report complisnce sng sthics issues to the sudit
[commiittze®

3.8 Is there & process to determine the intemal awditor's rode in assessing compliance and ethics risks in their plan?

3.9 Is there a process to monitor the Shire's compliance framewaorks desling with relevant sxtemail legisiation and regulstory
requiremends?

3.10 Is there a process in place to ensure Audit Committee members ane complying with legisiative and reguiatony requirements
imposed on them, including not misusing their pesition to gain an advantage for themselves or ancther or to cause detriment to
the Shire, and disdosing conflicts of interest?

o wptoke.

Elacted Mambers ore informad of responsibilities, hove o cogy of the Code of Conduct, Fave troiming offered with o receonahia kevai
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9.0 Information Items

AGENDA ITEM: 9.1

SUBJECT: RISK MANAGEMENT PROCEDURE - REVIEW
PROPONENT: FINANCE & AUDIT COMMITTEE

SITE: COUNCIL CHAMBERS

FILE REFERENCE: 411.01

PREVIOUS REFERENCE: | MINUTE REF: 06/14-12

DATE: 10" FEBRUARY 2017

AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST

Nil

BACKGROUND

The State Government introduced legislation under the Local Government (Audit) Audit Regulations,

1996, to stipulate it is a legal requirement for a local government Chief Executive Officer to review the
appropriateness and effectiveness of a local government’s systems and procedures in relation to:

a) Risk management,
b) Internal controls; and
c) Legislative compliance.

This is known as LG (Audit) Regulation 17.

Council adopted the Risk Management Policy (CP-017) at the June 2014 OCM. This Policy is
complemented by the Risk Management Procedure (CMP-028).

COMMENT

Procedures are an internal operational document and though a copy has been provided under separate
cover for Council information there is no legal requirement for Committee or Council to adopt or endorse
amendments these documents. This is an internal document the CEO and staff use to undertake the
necessary analysis and review of risk management as required under legislation.

Therefore, the purpose of this item is to simply inform the Committee of the review undertaken by staff
of Risk Management Procedure (CMP-028). There are no changes recommended to the existing
Procedure. However; the Risk Management Report has been updated to incorporate items completed
and to be undertaken by staff. Council do not need to consider the changes to the Report as this is an
internal operational document only.

STATUTORY ENVIRONMENT

Local Government (Audit) Requlations, 1996

17. CEO to review certain systems and procedures

Q) The CEO is to review the appropriateness and effectiveness of a local
government’s systems and procedures in relation to —
(a) risk management; and
(b) internal control; and
(c) legislative compliance.

(2) The review may relate to any or all of the matters referred to in subregulation (1)(a),
(b) and (c), but each of those matters is to be the subject of a review at least once
every 2 calendar years.

3 The CEO is to report to the audit committee the results of that review.

[Regulation 17 inserted in Gazette 8 Feb 2013 p. 868.]



POLICY IMPLICATIONS

Risk Management Policy (CP-017). This Policy is complemented by the Risk Management Procedure

(CMP-028).
FINANCIAL IMPLICATIONS
Nil affect.

e Long Term Financial Plan (LTFP):

No effect on the LFTP

STRATEGIC IMPLICATIONS

Itis a legal requirement to have Risk Management Policies and Procedures in place to address risk

issues within the organisation.

e Strategic Community Plan/Corporate Business Plan:

Objective

Strategy

Actions

We want a representation and
governance model that reflects our
community’s unique attributes

The President and Councillors to
be representative of the
community and provide strong
leadership

Develop Council appropriate
policies that enable good:
governance, development,
services and growth

VOTING REQUIREMENTS
Simple Majority

STAFF RECOMMENDATION

The Committee receives the unchanged Risk Management Procedure (CMP-028) and the updated Risk
Management Report as presented for information only.
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10.0 Urgent Business Approved by the Presiding Member or by Decision of the
Committee

11.0 Closure



