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AGENDA

FINANCE & AUDIT COMMITTEE MEETING
MONDAY 2"° FEBRUARY 2015
COUNCIL CHAMBERS NABAWA
9.00AM

The Finance and Audit Committee is comprised of:-

Cr John Collingwood
Cr Pauline Forrester
Cr lan Maluish

Cr Kirrilee Warr

Chief Executive Officer (Advisor)
Manager Finance & Corporate Services (Advisor)
Accountant (Advisor)
Executive Assistant (Minute Taker)
Greg Godwin - UHY Haines Norton (Auditor)




DISCLAIMER

Shire of
Chapman Valley
Z{M} lhe ﬁai&/ Zg‘e

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
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AGENDA

FINANCE & AUDIT COMMITTEE MEETING TO BE HELD IN THE COUNCIL
CHAMBERS, NABAWA MONDAY 2"° FEBRUARY 2015 AT 9.00AM

ORDER OF BUSINESS
1.0 Declaration of Opening / Announcements of Visitors
2.0 Record of Attendance

2.1 Present

Please note that Mr Greg Goodwin from UHY Haines Norton will be attending the
meeting via phone link.

2.2  Apologies

3.0 Applications for Leave of Absence

4.0 Disclosure of Interest

5.0 Petitions / Deputations / Presentations

6.0 Confirmation of Minutes from previous meetings Page 4

Finance and Audit Committee Meeting held on Thursday 6" February 2014

‘Recommend that the minutes of the Finance and Audit Committee of the Shire of Chapman
Valley held on Thursday 6" February 2014 be confirmed as a true and accurate record of
proceedings.’

7.0 Agenda Items

7.1 Management Report 30 June 2014 Page 31
7.2 Audit Report 30 June 2014 Page 37
7.3 Compliance Audit Return 2014 Page 40
7.4 Internal Control Audit Page 48

8.0 Information Items
9.0 General Business

10.0 Closure
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UNCONFIRMED MINUTES

FINANCE & AUDIT COMMITTEE MEETING
THURSDAY 6" FEBRUARY 2014
COUNCIL CHAMBERS NABAWA

2.00PM

The Finance and Audit Committee is comprised of:-

Cr John Collingwood
Cr Pauline Forrester
Cr lan Maluish

Cr Kirrilee Warr

Chief Executive Officer (Advisor)
Office Manager (Advisor)
Mid-West Regional Council (Advisor)
Executive Assistant (Minute Taker)
Greg Godwin - UHY Haines Norton  (Auditor)
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DISCLAIMER
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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
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UNCONFIRMED MINUTES FINANCE & AUDIT COMMITTEE MEETING HELD IN
THE COUNCIL CHAMBERS, NABAWA THURSDAY 6" FEBRUARY 2014 AT

2.06PM

ORDER OF BUSINESS

1.0 Election of Presiding Member and Deputy Presiding Member of Shire of
Chapman Valley Finance and Audit Committee (S5.12 Local Government Act)

Mr Battilana opened the meeting and called for nominations for Presiding Member.

Cr Collingwood nominated himself and there being no further nominations was elected
unopposed as Presiding Member of the Shire of Chapman Valley's Finance and Audit
Committee.

Cr Collingwood took the Chair and a decision was made not to have a Deputy
Presiding Member.

2.0 Declaration of Opening / Announcements of Visitors

Cr Collingwood welcomed Elected Members and staff to the Finance and Audit
Committee meeting.

3.0 Record of Attendance

3.1

3.2

Present

a. Councillors

Member

Ward

Cr John Collingwood - President

Morth East Ward

Cr lan Maluish

South West Ward

Cr Kirrilee Warr

Morth East Ward

b. Staff

Officer

Position

Ir Maurice Battilana

Chief Executive Officer

IMrs Karen McKay

Executive Assistant (Minute Taker)

Mrs Dianna Raymond

Office Manager

cC. Visitors

Name

Mr Grag Godwin

UHY Haines Morton = Auditor (via phone
link)

Irs Kristy Williams

Mid West Regional Council

Apologies

| Member

Ward

| Cr Pauline Forrestar

| Morth East Ward
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4.0

5.0

6.0

Applications for Leave of Absence

Nil

Petitions / Deputations / Presentations

Nil

Confirmation of Minutes from previous meetings

Finance and Audit Committee Meeting held on Wednesday 10" July 2013

‘Recommend that the minutes of the Finance and Audit Committee of the Shire of Chapman

Valley held on Wednesday 10" July 2013 be confirmed as a true and accurate record of
proceedings.’

COMMITTEE RECOMMENDATION
MOVED: CR WARR SECONDED: CR MALUISH

That the minutes of the Finance and Audit Committee of the Shire of Chapman Valley

held on Wednesday 10" July 2013 be confirmed as a true and accurate record of
proceedings.

CARRIED

Voting 3/0

Minute Reference FAC 02/14-2

Mr Godwin foined the meeting wia teleconference at 2.10pm.

Mr Godwin explained various items within the Audit & Management Reports with Committee
members asking question during this presentation.

When guestioned on the state of the Shire's financial and management position Mr Godwin
stated the Shire is in the top half of all local governments in regards reaching a compliant
position i readiness for audit to be completed. Also the Shire is about average in regards to
the industry standards for Ratio linked to the financial position of local government authorities
across the State.

Mr Godwin departed the meeting via teleconference at 2.50pm.
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Chief Executive Officer
February 2014

7.0

Contents

AGENDA ITEMS

7.1 Management Report 30 June 2013
7.2 Audit Report 30 June 2013

7.3  Compliance Audit Report
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AGENDA ITEM: 71

SUBJECT: MANAGEMENT REPORT 30 JUNE 2013
PROPONENT: FINANCE & AUDIT COMMITTEE

SITE: COUNCIL CHAMBERS

FILE REFERENCE: 305.05

PREVIOUS REFERENCE: N/A

DATE: 6 FEBERUARY 2014

AUTHOR: MAURICE BATTILANA & KRISTY WILLIAMS

DISCLOSURE OF INTEREST

Nil

BACKGROUND

The Shire of Chapman Valley has received the Management Report from its Auditors UHY Haines

Morton. (Please refer to Management Report Letter submitted as Aftachment 2).
The following Management Issues were raised:

+  Debt Service Cover Ratio

+ Operating Surplus Ratio

+ Ownh Resource Revenue Coverage Ralio

+ Revaluation of Road Infrastructure Assets
COMMENT

Below is an extract from the Management Report and Staff Comments associated with each issue
raised:

“This ratio measures Council’s ability to service debt out of ifs uncommifted or general
purpose funds available from its operations.

The Debt Service Cover Ratio for the year ending 30 June 2013 is 7.00 (2012: 5.744, 2011:
11,753), however, if the Debt Service Cover Ralio did not include the effect of the initial
recognition of Land under the Shire's control as required by the Local Government (Financial
Management) Regulations, 1996, and the expense relating fo the reduction in fair value of the
Shire’s plant and equipment, the debt service cover ratio would be 1.219, below the industry
benchmark of 5. In addition, we noted the Shire has budgeted to borrow an additional
$160,000 in the budget for the year ended 30 June 2014.

This may indicate debt management to be an issue and should be considered in the context
of overall financial position of Council.”

s+  Operating Surplus Ratio

“The Operating Surplus Ratio measures Council’s financial sustainability having regard to the
asset management and community's service level needs.

The Operating Surplus Ratio for the year ended 30 June 2013 has been reported as 0.069
(2012: 0.111, 2011: 0528), however, if Council’s operating revenue and operating expenses
did not include the items mentioned above, the Operafing Surplus Ratio for the year ending
30 June 2013 would be -0.373, a deterioration from prior years and below the indusiry
benchmark of 0.000.

A negative ratio indicates the local government is experiencing an operating deficit. A

sustained period of deficits will erode Council’s ability to maintain both its operating service
level and asset base over the longer term, whilst a posifive ratio which is consistently above

Page | 6

Page | 9




0.15 provides the Shire with greater flexibility in meeting operational service levels and asset
management requirements.

Council and management should monitor this ratio and take corrective action as deemed
necessary”

« Own Resource Revenue Coverage Ratio

“The Own Resource Revenue Coverage Ratio measures the Shire's ability to cover operating
expenses from its own resource revenue. The higher the ratio, the more self —reliant the Shire
is.

The Own Resource Revenue Coverage Ratio for the year ended 30 June 2013 is 0.434
(2012: 0.470, 2011: 0.794), however, if Council’s operating expenses did not include the item
mentioned above, the Own Resource Revenue Coverage Ratio for the year ended 30 June
2013 would be 0.506.

As the ratio is below the industry benchmark of 0.6, Council needs to examine the level of its
own source revenue given current levels of operating expenses in order to maintain and/or
improve the current service level of its asset base."”

“We suggest it prudent for Council and management to monitor the levels and trends of all ratios as
they strive to manage the scarce resources of the Shire”

« Revaluation of Road Infrastructure Assets

“For the year ending 30 June 2013, the Shire of Chapman Valley has elected to maintain roas
assets carried at a previous revalued amount.

This matter was raised in our management report for the year ending 30 June 2012 and it is
acknowledges management have planned a revaluation of roads for the year ending 30 June
2015 when all infrastructure assets are planned to be valued in accordance with new
regulations.

Whilst compliance with the Australian Accounting Standards would require the revaluation of
the Shire’s road infrastructure to occur within 5 years of the last revaluation, given the current
valuation is within materiality guidelines, this approach has been considered acceptable by
us”

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.

STRATEGIC IMPLICATIONS
None applicable

VOTING REQUIREMENTS
Simple Majority
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COMMITTEE / STAFF RECOMMENDATION
MOVED: CR WARR SECONDED: CR MALUISH

The Finance and Audit Committee recommends to Council the Management Report for year ending
30 June 2013 be received and, other than monitoring the levels and trends of all ratios, there are no
actions required out of the report.

CARRIED

Voting 3/0
Minute Reference FAC 02114 -3
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A December 2013

Cr J Collingwood

The Shire President
Shire of Chapman Valley
PO Box 1

C G
NABAWA WA 6532 LE[

Dear Cr Collingwood

MANAGEMENT REPORT FOR THE YEAR ENDED 30 JUNE 2033

We advise that we have completed our audit procedures for the year ended 30 June 2013 and
enclose our Audit Report.

We are required under the Local Government Audit Regulations 10 report certain compliance

matters in our audit report. Other matters which arise during the course of our audit that we wish
to bring 10 Council's attention are raised in this mansgement report,

It should be appreciated that our audit procedures are designed primarily to enable us to form an
opinion on the financial statements and therefore may not bring to light all weaknesses in 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 to you,

COMMENTS ON RATIOS

Due to legislative changes, this year saw the introduction of six new ratios in the financial report,
Seven of the eight reported in previous years were removed with only the current ratio remalning.

Whilst we accept it may take some time for the implication of these newer ratios to be fully
understood, we thought we would take this opportunity to highlight those ratios which are
currently outside Industry benchmarks.

Debt Service Cover Ratlo
This ratio measures Council’s ability to service debt out of its uncommitted or general purpose funds
avallable from its operations.

The Debt Service Cover Ratlo for the year ended 30 June 2013 is 7.000 (2012: 5,744, 2011: 11.753),
however, If the Debt Service Cover Ratio did not include the effect of the Initial recognition of Land
uMoleShlnnwmdumumbvmWGmmm(F I M t) Regulath
1996 and the exp lating to the reduction in the fair value of the Shire’s phmmoqnlpmom.
the debt service cover ratio would be 1.219, below the industry benchmark of 5. In addition, we
noted the Shire has budgeted to borrow an additional $160,000 in the budget for the year ended 30
June 2014,

This may indi debt to be an lssue and should be considered In the context of the

overall financial position of Council,

Operating Surplus Ratio
The Operating Surplus Ratio measures Council's finencial sustainability having regard to asset
management and the community’s service level needs,

A apacation of itependent WM i Acstals ind ew Jreses wd 3 mevder M fv\’bk‘fs

of UMY nimnatioral. s metwork of infiepardert soossstig ad cowmsitog few

UNY Vavwes Worion—ARN §1 363 193 308 )
Lty bt by 8 sahe e sgovived wnder TSGRl Uascit Lgairen Astiute DJV'C-‘

Page | 11

Page | 14



U’.ly Haines Norton
i Chartered Accountants

COMMENTS ON RATIOS (CONTINUED)

Operating Surplus Ratio (Continued)
mmwmmmmmnmmmmmummu:
0111, 2011: 0.528), however, if Council's operating revenue and operating expenses did not include
the Items mentioned above, the Operating Surplus Ratio for the year ended 30 June 2013 would be
-am,.mnmmmmmnmmwmndom.

A negative ratio indicates the local government is experiencing an operating defich. A sustained
period of deficits will erode Council’s ability to maintain both its operational service level and asset
base over the longer term, whilst a positive ratio which Is consistently above 0.15 provides the Shire
with greater flexibifity In meeting operational service levels and asset management requirements.

Council and management should monitor this ratio and take corrective action as deemed necessary,

Own Source Revenue Coverage Ratlo
The Own Source Revenue Coverage Ratio measures the Shire’s ability to cover operating expenses
from Its own source revenue. The higher the ratlo, the more self-reliant the Shire is.

The Own Source Revenue Coverage Ratio for the year ended 30 June 2012 is 0.434 (2012: 0.470,
2011: 0.794), however, Iif Council's operating expenses did not include the iem mentioned above,
the Own Source Revenue Coverage Ratio for the year ended 20 June 2013 would be 0.506,

As this ratio is below the industry benchmark of 0.6, Coundil needs to examine the level of its own
source revenue given current levels of operating expenses in order to maintain and/or improve the
current service level of its asset base.

We suggest it prudent for Council and management 1o monitor the levels and trends of all ratios as
they strive 1o manage the scarce resources of the Shire,

REVALUATION OF ROAD INFRASTRUCTURE ASSETS
For the year ended 30 June 2013, the Shire of Chapman Valley has elected to maintain road assets
carried at a previously revalued amount.

This matter was raised in our management report for the year ended 30 June 2012 and It s
acknowledged management have planned a revaluation of roads for the year ended 30 June 2015
when all infrastructure assets are planned to be valued in accordance with new regulations.

Whilst compliance with the Australisn Accounting Standards would require the revalustion of the
Shire’s road infrastructure 1o occur within 5 years of the last revalustion, given the current valuation
Is within materiality guidelines, this approach has been considered scceptable by us.

There were no other matters we wish to bring 10 your attention,
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UH Halnes Norton
UNCORRECTED MISSTATEMENTS

We advise there were no uncomrected misstatements noted during the course of our audit.

We take this opportunity to thank the Chief Executive Officer, the manager of finance &
administration and all staff for the assistance provided during the audit.

Should you wish to discuss any matter relating to the audit or any other matter, please do not
hesitate to contact us.

Yours faithfully

£G GODWIN
ARTNER

Encl.
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AGENDA ITEM: 7.2

SUBJECT: AUDIT REPORT 30 JUNE 2013
PROPONENT: FINANCE & AUDIT COMMITTEE
SITE: COUNCIL CHAMBERS

FILE REFERENCE: 403.05 & 305.12

PREVIOUS REFERENCE: N/A

DATE: 6 FEBRUARY 2014

AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST
il
BACKGROUND

The Shire of Chapman Valley has received the Final Audit Report from its Auditors UHY Haines
MNorton. (Please refer to Final Audit Report submitted as Attachment 3).

COMMENT

As the Final 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
Nil

STRATEGIC IMPLICATIONS
Nil

VOTING REQUIREMENTS
Simple Majority

STAFF RECOMMENDATION

The Finance and Audit Committee recommends to Council the Final Audit Report of the Chief
Executive Officer the year ending 30 June 2013 be received and it be noted there are no further
actions required from the report.

COMMITTEE / STAFF RECOMMENDATION
MOVED: CR COLLINGWOOD SECONDED: CR MALUISH
The Finance and Audit Committee recommends to Council the Final Audit Report of the Chief

Executive Officer the year ending 30 June 2013 be received and it be noted there are no further
actions required from the report.

CARRIED
Veoting 3/0
Minute Reference FAC 0214 - 4
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INDEPENDENT AUDITOR'S REPORT
TO THE ELECTORS OF THE SHIRE OF CHAPMAN VALLEY

REPORT ON THE FINANCIAL REPORT

We have audited the wpanying financial report of the Shire of Chapman Valley, which
comprises the statement of financial position as at 30 June 2013, statement of comprehensive
Income by nature of type, statement of comprehensive by program, of changes in
oquiv.wdmhmuw|hmcnmmumhlhmmmnun
wmamdwmmwnwmmmmwmmnm
statement by Chief Executive Officer.

MANAGEMEINTS RESPONSILITY FOR THE FINANCIAL REPORT
mhmm&bumuumndhhndumnm-hlm“hmh

with A A ing Standards, the Local Government Act 1995 (as amended) and the
Local G o Marag ) Regulations 1996 (s d) and for such internal control
#1 management determines Is necestary 1o enable the preparation of the financial report that s free
from materisl misstatemnent, whether due to fraud o error.

AUDITOR'S RESPONSIDILITY
Our responsibility is to express an opinion on the financial report Based on our audit. We conducted
our audit In sccordance with Australian Auditing Standards. These Auditing Standards require that

we comply with relevant ethical requirements relating 1o audn oL and plan and perform
the audit 10 obtain {2 0 about whether the financial report is free from material
misstatement.

An sudit iwolves performing procedures 10 obtain audit evidence about the amounts and
mnmmm.mmdmmumunw-w
Mmmdm&dmmdmmmm“
10 fraud or error. In making those risk assessments, the suditor considers internal contro! relevant to
the Shire’s preparation of the financlal report that gives a true and fair view in order to design audit
mm-mmnmmmmmmmumn
wmmmanuﬂsmmmwummw
mdmmumwmdmmm
by Counci, as well as evaluating the overall presentation of the financial report.

We belleve the audit evidence we obtained s sufficient and appropriate to provide a basls for our
Budit opinion
AUDITOR'S OPINION
hwoﬂh&h“md“!ﬁhd%ﬂvhh“‘h“
mumumnmwmmmwm
(as amended), inchuding:

& ghing & true and fair view of the Shire’s financiel position a3 3t 30 June 2013 and of ity

performance for the year ended on that date; and

b complying with Australian Accounting Standards, the Local Government Act 1995 (as smended)
and the Local Government (Financial Management) Regulations 1996 (as amended).

tw—--—-:-:-‘- —n:::.._v: M‘ ﬁ‘yﬂ"
e e L e — - Astute o '1' .

R e e e e e
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Q-H ciai"r:es Norton

INDEPENDENT AUDITOR’S REPORT
TO THE ELECTORS OF THE SHIRE OF CHAPMAN VALLEY (CONTINUED)

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS
In accordance with the Local Government (Audit) Regutations 1996, we aiso report that:

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

b)  No other matters indicating non-compliance with Part 6 of the Local Government Act 1995 (as
amended), the Local Government (Financial Management) Regulations 1996 (as amended) or
applicable financial controts of any other written law were noted during the course of our
audit,

c) In relation to the Supplementary Ratio Information presented at page 60 of this reporn, we
have reviewed the calculations as presented and nothing has come 1o our attention to
suggest they are not:

) reasonably calculated; and
i} based on verifiable information,
d)  All necessary Information and explanations were obtained by us,
€)  Allaudit procedures were satisfactorily completed in conducting our audit
UHY HAINES NORTON
CHARTERED ACCOUNTANTS
Date: 4 December 2013 GODWIN
Perth, WA PARTNER

59
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AGENDA ITEM: 7.3

SUBJECT: COMPLIANCE AUDIT RETURN (2013)
PROPONENT: FINANCE & AUDIT COMMITTEE
SITE: COUNCIL CHAMBERS

FILE REFERENCE: 403.05 & 305.12

PREVIOUS REFERENCE: N/A

DATE: 6 FEBERUARY 2014

AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST
Nil
REPORT PURPOSE

To present the 2013 Compliance Audit Return to the Audit Committee first then Council for adoption,
and then forward a certified copy to the Department of Local Government.

BACKGROUND

Every Local Government Authority in Western Australia is required to complete the Compliance Audit
Return (CAR) each year.

COMMENT

A Draft copy of the Shire of Chapman Valley 2013 Compliance Audit Return has been provided to
Councillors as an Attachment 4.

STATUTORY ENVIRONMENT
Local Government Act 1995
POLICY IMPLICATIONS

Nil

FINANCIAL IMPLICATIONS
il

STRATEGIC IMPLICATIONS
Nil

VOTING REQUIRMENTS
Simple Majority

COMMITTEE / STAFF RECOMMENDATION
MOVED: CR WARR SECONDED: CR MALUISH

That the Finance and Audit Committee Recommends to Council that:

e The 2013 Compliance Audit Return be signed by the CEO and Shire President
= The 2013 Compliance Audit Return be received and recorded in the minutes of Council
* The 2013 Compliance Audit Return be submitted to the Department of Local Government.

CARRIED
Voting 3/0
Minute Reference FAC 0214 - 5
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ATTACHMENT 4

Chapman Valley - Compliance Audit Return 2013

Commercial Enterprises by Local Governments

undertaking in 2011

$1.59(2)(a)(b){c) Has the local government prepared 2

F&G Reg 7,10 business plan for each major land
LIaNSACTion that was not esempt in
201)

1. S9(ANAMONC)  Mas the local government prepared o

FAG Reg 7,10 L0 plan defore g o each
land transaction that was preparatory
to entry Into & major land transaction
in 2013

£3.59(4) Has Ihe local government given
Statewide publiic notice of each
proposal to commence & major trading
undertaking or enter nto & major land
transaction for 2013

3.5%%) Dvd the Counci, during 201 3, resotve
10 proceed with each major land
transaction or trading undertaking by
absolute manjority

| No  Reference Question Response Respondent
1 SS9 eNbNc) Has the local governmant prepared a NA Maurice Battilana |
FAG Reg 7.9 business plan for each major trading

N/A

N/A

N/A

Maurice Battilana

Maurce Battilana

Maurice Battilana

Maurice Battilana

tofa

Page | 18

Page | 21




[+ of Local G G At Retum
Government of Western Australia
mwau—m
Delegation of Power / Duty
No  Reference Question Response Comments Respondent
T 95.16,5.17, 518 Were afl Gelegations 1o commitiees Yes Maurice Battilana
otved by pority.
o = == O S — i p—
2 85.16,517, 518 Were all delegations to commttees in No No record of written  Maurice Battitana
wrting. Gelegation to Landcare
Committee. Now
) acdretsed N
3 8506, 517,518 Were all defegations to commttees Yeos Maunce Battitana
;lh,nhmm-w
A
K osAll.s.l;.—S.ll Mﬂ%b;‘ Yes Maurice Battitana
recorded i @ regater of delegations. B
5 Sa8 Has Council reviewed to it Yes Maurce Batthans
committees n the 2012/201) financial
year, AN )
6 s5.42(1)542 Did the powers and duties of the Yea Maurice Battilana
Admin Reg 186G Councdl delegated to the CEO exchude
those as lsted in section 5.43 of the
Acr
7 s5.42(1M7) Admin Were all delegations to the CED Yes Maunce Battilana
Reg 18G rescived by an zbsolute majority.
B s542(1)(2) Admin Were all delegations 1o the CEO Yes Maurice Battidana
Reg 158G wnting.
? sS544()) Were all delegations by the CEO to any Yes Maurice Battilana
2 employee i wiiting.
10 s545{14m) Were all gecsions by the Counol to Yes Maurice Battitana
SMend of revoke 8 delegation made by
. absolute majorty,
11 sS46(1) Has the CEO kept » regster of &t Yes Maurice Battiana
delegations made under the Act to him
And to other empioyees.
12 sSe8(2) Were ail detegations made under Yes Maunce Battilana
Diviion 4 of Part 5 of the Act reviewed
by the A RILT OnCH Gurng
the 200, 13 fmancial yeer.
13 s546(3) Admin  Did o persons exercising & delegated No No evidence of witten  Maurice Battilans
Reg 19 power Or duty under the Act keep, on record. Now
ol occanions, & wrtten record as a0dressed
required
[mum
No  Reference Question Response Commants Respondent
1 567 Ifa b ~n L] Yes Maurice Battilana
he/she ersure that they dad not reman
Present to partiopate in any dacussion
or relating
10 the matter in which the interest was
(ot nchuding par
W.MH*M
2 s5.08Q2) Were all decwions made under section Yes Maurce Battilsna
5.68(1), and the extent of participation
allowed, recorded in the manutes of
Council and Committee meetings.
208
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interests which contained the returns
lodged under section .75 and 5.76

12

Have afl returns lodged under section
$.75 or 5.76 and removed from the
register, been kept for & period of st
least five years, sfter the person who
lodged the return ceased to be a
councll member v desgnated
employes

13

14

S0

Jole
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Audit Return

of Western Australia

of Local G

No  Referance

Question

15  ¥5.7003)

Where an employee disclosed an
Interest under 5.70(2), did that
person also disclose the extent of that
Interest when required to do so by the
Council or & Committee.

16 $5.103(3) Admin  Has the CEO kept a register of all
Reg 348 notihiatie

aifts received by Council
members and employees,

Disposal of Property

No  Reference

Question

Response Respondent

1 $3.58(3)

-

2 suse)

Was local public notice given prior to

disposal for any property not disposed

of by public auction or tender (except
where excluded by Section 3.58(5)).

Where the local government disposed
of property under section 3,58(3), dia
&t provide details, as prescribed by
section 3.58(4), m the required local
public notice for each disposal of
property.

Yes Maurice Battilans

Eloctions

Respondent

1 Elect Rog 230G (1) Did the CEO establish and maintain an

#hactons! Qift register and ensure that
o ‘disclonure of gifty’ forms completed
by condidates and received by the CEO
were placed on the electoral girt
register at the time of receipt by the
CEO and in & manner that clearty
dentifies and distinguishes the
candudates.

Yeos Maunce Battilang

Question

1 s73A

Has the local government established
an audit committee and appolnted
members by absolute majority in
accordance with section 7.1A of the

Maurice Battilang

2 8718

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

Act, did it do 50 by absolute majority,

N/A Maurice Battilana

Was the person(s) appointed by the
local government to be its auditor, 8
registered company auditor,

Yes mum_umauu

Was the person(s) appointed by the
local government to be its auditor, an
suditor.

Yes Maurice Battilana

5 $7.3,7.603)

Was the person of persons appointed
by the local government to be itg
suditor, appointed by an absolute
majority decision of Council.

Yes Maurice Battitona

4ot8
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Was the Auditor’s regort for the
finarcial year ended 30 June 2013

by the local g
within 30 days of completion of the
sudit.

Maurice Battilana

57.9(1)

Was the Auditor’s report for
2012/2013 received by the local
by 31 2013

Maurce Battilana

STA2A(3), (4)

NA No matters rased in
Audit Repart

Maurice Battitana

S§7.12A03), (%)

10 S7.12A09), (1)

11

12

Audit Reg 7

Auditor’s report (prepared under $7.9
(1) of the Act) required action to be
taken by the local government, was a
copy of the report forwarded 10 the
Minister by the end of the financa!
year oc 6 months after the tast report
propoared under 57.9 was received by

NA No mattery raised in

Nl: No matters ramsed in
Audit Report

Maurice Battilana

Maunce Battilana

7N.aum:o Batvlana

Audit Reg 7

Maurice Battiany

13

Audit Reg 7

Yes

14

Audit Reg 7

Yes

Maurce Battilana

15

Audit Reg 7

Maurice Battitana

Sofd
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of Local G

-G Ause Retum

b 3

Government of Western Australia

Department of Local Government

Local Government Employees

No  Reference

Question

1 Admin Reg 15C

Did the local government approve the

mnu-ﬂhnm

umdmmhﬁnm
dCEOm dh

E -s.uam:m). Ware oll vecancies for the position of
Ademin Reg 18A Gesignated senior

3 ;nmlql.

CEO and other
advertised and did the

advertiming comply with 5.5.36(4),

5.37(3) and Admin Reg 18A.

Was the remuneration and other

benefits poid to a CEO on appointment
the same remuneration and benefity
advertised for the postion of CEO
under section $.36(4).

4 Admn Regs 18E

Yos

Oud the local government ansure

checks were carried out to confirm that

the information in an application for
s

Yes

Wherse the CED Is not the complaints
officer, M&-bdwvlmmmt

3 senior
Gefirved under $5.37, 10 be its
complaints officer.

NA

2 s5.121(3)

mummwmm

m which kuul
complaints that resuit in action under
$S.110(6)(b) or (c).

3 s5021(INe)

Does the complaints regester
Dy the

officer
Inciude provision for recording of the
name of the councl member about
whom the complaint s made.

4 sS1212Kw)

Does the complainty
by the

S #5.121(2Nc)

M"M —_

recording
Gescripbon of the minor breach that
the standards panel finds

6 sSA21029)

Does the complaints register e |
by the officer
include the provision to record detalls

of the action taken under s5.110(6)(b)
).

¥

L1
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Tenders for Providing Goods and Services

No  Reference Question

1

2

£1.57 FIG Reg 11 Dvd the locel government nvite
tendery

FAG Reg 12

Regulation 11(1) of the Local
G @ AG

2 (Sutpect 1o F and
Genera) Regutation 11(2))

Ond the local government comply with
FOG Reg 12 when deoding to enter

86 Reg 14(1)

tender
FEG Regs 14, 1S M 16

FBG Reg 14(5)

¥ the local government sought to vary
the ik S died 10 s,

was every reasonabis step taken to
give sach peeson who sought copies of
the tender documents or eoch
acceptable tendersr, notice of the
vanaton.

|
;

6

FBG Reg 18(1)

O the tocal government reject the
tenders that were not submitted ! the
place, ang within the time specdiad in
the Invitation to tender.

NA

7

F&G Reg 18 (4)

In redation (o the tenders that were not

FBG Reg 17

FAG Reg 19

Mource Battiana |

Maurce Battiana

Mlqlibn

documentation comply with the
requirements of FAG Rags 21 and 22.

NA

Maunce Battians

F8G Reg 23(1)

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

A

Toll
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12

1

FAG Reg 1A

After the local Qovemment considered
expressions of mterest, did the CEO st
ach perion consadensd capsble of
satufactondy supplying QOods or
wrvees

Was each person who submitted an
apression of interest, Qiven & notice In

10 the prepar of 8 regior
price preference policy (only if & policy
had not been (veviously adogted Dy
CourcH)

consderation under the contract s, or
5 expected 10 b, $100,000 or less.

NA

N/A

Botd
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8.0

9.0

10.0

Information Items
Nil

General Business
Nil

Closure

The Chairman thanked Elected Members and Staff for their attendance and closed the
meeting at 3.11pm
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Chief Executive Officer
February 2015
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AGENDA ITEM: 7.1

SUBJECT: MANAGEMENT REPORT 30 JUNE 2014
PROPONENT: FINANCE & AUDIT COMMITTEE

SITE: COUNCIL CHAMBERS

FILE REFERENCE: 305.05

PREVIOUS REFERENCE: N/A

DATE: 2" FEBRUARY 2015

AUTHOR: MAURICE BATTILANA & KRISTY WILLIAMS

DISCLOSURE OF INTEREST

Nil

BACKGROUND

The Shire of Chapman Valley has received the Management Report from its Auditors UHY Haines
Norton. (Please refer to Management Report Letter submitted as Attachment 2).
The following Management Issues were raised:

e Debt Service Cover Ratio
e Asset Renewal Funding Ratio
e Revaluation of Road Infrastructure Assets
e Tender Register
COMMENT

Below is an extract from the Management Report and Staff Comments associated with each issue

raised:

Debt Service Cover Ratio

This ratio is below the target level but is trending upwards, however, this ratio is budgeted to trend
downwards in 2014-15.

This ratio measures Council’s ability to service debt out of its uncommitted or general purpose funds
available from its operations.

Whilst the reduction in the ratio is due to a reduction in the operating surplus rather than an
increase in debt repayments, Council should consider all required uses of its operating funds when
making decisions on acceptable debt levels.

Comments

As stated in the Management Report the Department of Local Government & Community
(DLG&C) Target for Debt Service Cover Ratio is 25.

UHY Haines Norton recommends this Target should be 215 (based on their experience).

No action is considered necessary as the Shire’s current Debt Service Cover Ratio is 5.449,
which is consistent with the Target set by the DLG&C.

Situation will continue to be monitored.
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e Asset Renewal Funding Ratio

This ratio is below the target level but is trending upwards.

This ratio indicates whether Council’s planned capital renewal expenditure over the next 10 years
per its Long Term Financial Plan is sufficient to meet the required capital renewal expenditure over
the next 10 years per its Asset Management Plans.

Interpretation of this ratio should be considered together with the Asset Sustainability Ratio (ASR)
(Low risk at 2.146) and the Asset Consumption Ratio (ACR) (Low risk at 0.785).

Whilst both the ASR and ACR for the year suggest Council is currently replacing or renewing its
existing assets at an acceptable rate, Council should identify the reasons why its Asset Management
Plans require more renewal expenditure than is provided for in its Long Term Financial Plan.

Comments
As this Ratio is tending in the right direction no immediate action is considered necessary.

A review of the Shire’s Long Term Financial Plan may also have a positive effect on this
ratio.

Situation will continue to be monitored.

e Revaluation of Road Infrastructure Assets

Council has adopted a policy of re-valuing roads with sufficient regularity to ensure the carrying
amount of each road asset is fairly stated at reporting date. We note the last revaluation was
carried out in 2007.

This matter was raised in our prior year management report and it was noted the matter has been
deferred further to allow for it to be performed with the mandatory requirement to adopt fair value
accounting for infrastructure in 2014-15.

Comments

Funding has been allocated in the 14/15 Financial Year to undertake the revaluation.

e Tender Registration

For tenders 3-2013/14, 4/2013/14, 5-2013/14 and 6-2013/14, the following items were not
included in the register:

i) The amount of the consideration or a summary of the amounts of consideration sought in
the tender accepted by Council; and

ii) The name of the successful tenderer.

To help ensure compliance with Local Government (Function and General) Regulation 17, a process
should be implemented to help ensure the tender register is promptly updated and these
requirements are correctly addressed.

Comments

Internal procedures have been introduced to ensure the Tender Register complies with
legislation
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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.

STRATEGIC IMPLICATIONS

None applicable

VOTING REQUIREMENTS
Simple Majority

STAFF RECOMMENDATION

The Finance and Audit Committee recommends to Council the Management Report for year ending
30 June 2014 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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UH Haines Norton
Chartered Accountants

16 Lakeside Corporste | 24 Parkland Road

1 December 2014 Osborne Park | Perth | WA | 6017
PO 2ox 1707 | Dsborme Park WA 6916

= t+ 61 8944434200 ' 1 + 61 8 9444 3430
CrJ CO"lﬂgWOOd perth@uhyhn cam.au | www.uhyhn com

The Shire President
Shire of Chapman Valley
PO Box 1

NABAWA WA 6532

Dear Cr Collingwood

MANAGEMENT REPORT FOR THE YEAR ENDED 30 JUNE 2014

We advise that we have completed our audit procedures for the year ended 30 June 2014 and
enclose our Audit Report.

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

It should be appreciated that our audit procedures are designed primarily to enable us to form an
opinion on the financial statements and therefore may not bring to light all weaknesses in systems
and procedures which may exist. However, we aim to use our knowledge of the Shire's organisation
gained during our work to make comments and suggestions which, we hope, will be useful to you.

COMMENT ON RATIOS

Last year (the year ended 30 June 2013) saw the introduction of new financial reporting ratios for
local governments in Western Australia.

This year (the year ended 30 June 2014) is the second year of these new ratios and the information
relating to these ratios is summarised below:

Target Council's Actual Ratios 3 Year

Ratio ! 2014 2013 2012 Trend?
Current Ratio 21 1.844 1.160 )
Asset Sustainability Ratio 211 1.467 2.801 h
Debt Service Cover Ratio > 15 1.219* 5.744 N
Operating Surplus Ratio > 0.15 (0.373)* 0.111 of
Own Source Revenue Coverage Ratio = 0.9 0.506* 0.470 @
Asset Consumption Ratio 2075 0.825  N/A N2
Asset Renewal Funding Ratio > 1.05 0.686 N/A @

Key

' Target ratios per Department of Local Government and Communities Guidelines (DLGC) except the Debt Service
Cover Ratio which is o target devised by UHY Haines Norton (and based on experience). For information, DLGC
Guidelines establish a target Debt Service Cover Ratio of 5.

? The 3 year trend compares the 2014 ratio to the average of the lost 3 years (except for the Asset Consumption and
Asset Renewal Funding Ratios which are the 2 year trend).

* Adjusted for “one-off” non-cash items.

e i o e Powerful insights
Astiute odvice

wed undes Professonal Standaeds Legslation
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UH Haines Norton
Chartered Accountants
COMMENT ON RATIOS (CONTINUED)

Ratios provide useful information when compared to industry and internal benchmarks and assist in
identifying trends. Whilst not conclusive in themselves, understanding ratios, their trends and how
they interact is beneficial for the allocation of scarce resources and planning for the future.

We provide commentary on specific ratios that are below target (identified as red in the table
above) as follows:

Debt Service Cover Ratio

This ratio is below the target level but is trending upwards, however, this ratio is budgeted to trend
downwards in 2014-15.

This ratio measures Council’s ability to service debt out of its uncommitted or general purpose funds
available from its operations.

Whilst the reduction in the ratio is due to a reduction in the operating surplus rather than an
increase in debt repayments, Council should consider all required uses of its operating funds when
making decisions on acceptable debt levels.

Asset Renewal Funding Ratio
This ratio is below the target level but is trending upwards.

This ratio indicates whether Council’s planned capital renewal expenditure over the next 10 years
per its Long Term Financial Plan is sufficient to meet the required capital renewal expenditure over
the next 10 years per its Asset Management Plans.

Interpretation of this ratio should be considered together with the Asset Sustainability Ratio (ASR)
(Low risk at 2.146) and the Asset Consumption Ratio (ACR) (Low risk at 0.785).

Whilst both the ASR and ACR for the year suggest Council is currently replacing or renewing its
existing assets at an acceptable rate, Council should identify the reasons why its Asset Management
Plans require more renewal expenditure than is provided for in its Long Term Financial Plan.

Summary

Whilst all ratios (with the exception of the Current Ratio) are new and it may take some time for
their implication to be fully understood, they should be duly considered in the context of the Shire’s
particular circumstances as part of its overall financial management.

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

REVALUATION OF ROAD INFRASTRUCTURE ASSETS

Council has adopted a policy of re-valuing roads with sufficient regularity to ensure the carrying
amount of each road asset is fairly stated at reporting date. We note the last revaluation was
carried out in 2007.

This matter was raised in our prior year management report and it was noted the matter has been
deferred further to allow for it to be performed with the mandatory requirement to adopt fair value
accounting for infrastructure in 2014-15.
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UH Haines Norton
Chartered Accountants
TENDER REGISTER

For tenders 3-2013/14, 4/2013/14, 5-2013/14 and 6-2013/14, the following items were not
included in the register:

i) The amount of the consideration or a summary of the amounts of consideration sought in
the tender accepted by Council; and

ii) The name of the successful tenderer.

To help ensure compliance with Local Government (Function and General) Regulation 17, a process
should be implemented to help ensure the tender register is promptly updated and these
requirements are correctly addressed.

There were no other matters we wish to bring to your attention.

UNCORRECTED MISSTATEMENTS
We advise there were no uncorrected misstatements noted during the course of our audit.

We take this opportunity to thank the Chief Executive Officer, the manager of finance & corporate
services and all staff for the assistance provided during the audit.

Should you wish to discuss any matter relating to the audit or any other matter, please do not
hesitate to contact us.

Yours faithfully
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AGENDA ITEM: 7.2

SUBJECT: AUDIT REPORT 30 JUNE 2014
PROPONENT: FINANCE & AUDIT COMMITTEE
SITE: COUNCIL CHAMBERS

FILE REFERENCE: 403.05 & 305.12

PREVIOUS REFERENCE: N/A

DATE: 2" FEBRUARY 2015

AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST
Nil
BACKGROUND

The Shire of Chapman Valley has received the Final Audit Report from its Auditors UHY Haines
Norton. (Please refer to Final Audit Report submitted as Attachment 3).

COMMENT

As the Final 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
Nil

STRATEGIC IMPLICATIONS
Nil

VOTING REQUIREMENTS
Simple Majority

STAFF RECOMMENDATION

The Finance and Audit Committee recommends to Council the Final Audit Report of the Chief
Executive Officer the year ending 30 June 2014 be received and it be noted there are no further
actions required from the report.
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ATTACHMENT 3

UH! ,Haines Norton
Chartered Accountants

16 Lakeside Corporate | 24 Parklang Roaa

th | W,

PO Box 1707 | Osbome Park | WA 6916

INDEPENDENT AUDITOR’S REPORT o B B 8GO £ 6 B S0
TO THE ELECTORS OF THE SHIRE OF CHAPMAN VALLEY perth@uhyhn.cam.au | www.ehyhn com

REPORT ON THE FINANCIAL REPORT

We have audited the accompanying financial report of the Shire of Chapman Valley, which comprises
the statement of financial position as at 30 June 2014, statement of comprehensive income by nature
or type, statement of comprehensive income by program, statement of changes in equity, statement
of cash flows and the rate setting 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.

MANAGEMENT'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 1995 (as amended) and the Local
Government (Financial Management) Regulations 1996 (as amended) and for such internal control as
management 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

Our responsibility is to express an opinion on the financial report based on our audit. We conducted
our audit in accordance with Australian Auditing Standards. Those standards require that we comply
with relevant ethical requirements relating to audit engagements and plan and perform the audit to
obtain reasonable assurance about whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures
in the financial report. The procedures selected depend on the auditor’s judgement, including the
assessment of the risks of material misstatement of the financial report, whether due to fraud or error,
In making those risk assessments, the auditor considers internal control relevant to the Shire’s
preparation of the financial report that gives a true and fair view in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Shire’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by management, as
well as evaluating the overall presentation of the financial report.

We believe the audit evidence we obtained is sufficient and appropriate to provide a basis for our
audit opinion.

AUDITOR'S OPINION

In our opinion, the financial report of the Shire of Chapman Valley is in accordance with the Local Government
Act 1995 (as amended} and the Local Government (Financial Management) Regulations 1996 (as amended),
including:

a)  giving a true and fair view of the Shire's financial position as at 30 June 2014 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).

pow s bvieirigwis Powerful insights
61 Astute advice

lesuonal Standands Legalation
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UH! ’Haines Norton
Chartered Accountants

INDEPENDENT AUDITOR’S REPORT

TO THE ELECTORS OF THE SHIRE OF CHAPMAN VALLEY (CONTINUED)

REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS

In accordance with the Local Government (Audit) Regulations 1996, we also report that:

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

b) No matters indicating non-compliance with Part 6 of the Local Government Act 1995 (as
amended), the Local Government (Financial Management) Regulations 1996 (as amended) or
applicable financial controls of any other written law were noted during the course of our audit.

) In refation to the Supplementary Ratio Information presented at page 63 of this report, we have
reviewed the calculation as presented and nothing has come to our attention to suggest it is
not:

i} reasonably calculated; and
ii)  based on verifiable information.

d)  All necessary information and explanations were obtained by us.

e)  All audit procedures were satisfactorily completed in conducting our audit.

UHY HAINES NORTON

CHARTERED ACCOUNTANTS
7y
Date: 1 December 2014 REG GODWIN
Perth, WA PARTNER

62
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AGENDA ITEM: 7.3

SUBJECT: COMPLIANCE AUDIT RETURN (2014)
PROPONENT: FINANCE & AUDIT COMMITTEE
SITE: COUNCIL CHAMBERS

FILE REFERENCE: 403.05 & 305.12

PREVIOUS REFERENCE: N/A

DATE: 2" FEBRUARY 2015

AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST
Nil
REPORT PURPOSE

To present the 2014 Compliance Audit Return to the Audit Committee first then Council for adoption,
and then forward a certified copy to the Department of Local Government.

BACKGROUND

Every Local Government Authority in Western Australia is required to complete the Compliance Audit
Return (CAR) each year.

COMMENT

A Draft copy of the Shire of Chapman Valley 2014 Compliance Audit Return has been provided to
Councillors as an Attachment 4.

STATUTORY ENVIRONMENT

Local Government Act 1995

POLICY IMPLICATIONS

Nil

FINANCIAL IMPLICATIONS

Nil

STRATEGIC IMPLICATIONS

Nil

VOTING REQUIRMENTS

Simple Majority

STAFF RECOMMENDATION

That the Finance and Audit Committee Recommends to Council that:
e The 2014 Compliance Audit Return be signed by the CEO and Shire President

e The 2014 Compliance Audit Return be received and recorded in the minutes of Council
e The 2014 Compliance Audit Return be submitted to the Department of Local Government.
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Department of Local Government and Communities - Compliance Audit Return

fe

Government of Western Australia
Department of Local Government and Communities

Chapman Valley - Compliance Audit Return 2014

ATTACHMENT 4

Commercial Enterprises by Local Governments

No Reference Question Response Comments Respondent
1 53.59(2Wa)bycy Has the local government prepared a M A Maurice Battilana
F&G Reg 7,9 business plan for each major trading
undertaking in 2014,
2 53.59(2)a)b)c)  Has the local government prepared a M/A Maurice Battilana
F&G Reg 7,10 business plan far each major land
transaction that was not exempt in
2014,
3 53.59(2}a)(b)}{c) Has the local government prepared a Ny A Maurice Battilana
F&G Reg 7,10 business plan before entering into each
land transaction that was preparatory
to entry inte @ major land transaction
in 2014.
4 53.59(4) Has the local government given M/ A Maurice Battilana
Statewide public notice of each
proposal to commence a major trading
undertaking or enter inte a major land
transaction for 2014,
5 53.59(5) Did the Council, during 2014, resolve Ny 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 s55.16, 5.17, 5.18 Were all delegations to committees Yes Maurice Battilana
resolved by absolute majority.
2 55,16, 5.17, 5.18  Were all delegations to committess in N/ A Maurice Battilana
writing.
3 55,16, 5.17, 5.18  Were all delegations to committees MfA Maurice Battilana
within the limits specified in section
5.17.
4 55.16, 5.17, 5.18 Were all delegations to committees /A Maurice Battilana
recorded in a register of delegations.
5 55,18 Has Council reviewed delegations to its Yes Maurice Battilana
committees in the 2013/2014 financial
year.
] £5.42(1),5.43 Did the powers and duties of the Yes Maurice Battilana
Admin Reg 185G Council delegated to the CEQ exclude
those as listed in section 5.43 of the
Act.
7 s5.42(1)(2) Admin Were all delegations to the CEO Yes Maurice Battilana
Reg 18G resolved by an absolute majarity.
8 s5.42(112) Admin Were all delegations te the CEQ in Yes Maurice Battilana
Reg 18G writing.
9 55.44(2) Were all delegations by the CEO to any Yes Maurice Battilana

employee in writing.

G040 Governance 403 Committees ' 403,05 - Finance & Awdit Committee Meetings' AGENDAS 201 5\CARFull Return Copy (lan 15 ).doc

Page | 41



Dapartment of Lacal Government and Communities - Compliance Audit Ratum

2\

a

-

$5.45(1)(b)

Government of Western Australia
Depariment of Local Government and Communities

Were all decisions by the Council to
amend or revoke a delegation made by
absolute majority.

Yes

Maurice Battilana

11

55.46(1)

Has the CEOQ kept a register of all
delegations made under the Act to him
and to other employees.

Yes

Maurice Battilana

12

$5.46(2)

Were all delegations made under
Division 4 of Part 5 of the Act reviewed
by the delegator at least once during
the 2013/2014 financial year.

Yes

Maurice Battilana

13

55.46(3) Admin
Reg 19

Did all persons exercising a delegated
power or duty under the Act keep, on
all occasions, a written record as
required.

Yes

Maurice Battilana

Disclosure of Interest

Reference

Question

Response

Respondent

1

s5.67

If a mermber disclosed an interest, did
hefshe ensure that they did not remain
present to participate in any discussion
or decision-making procedure relating
to the matter in which the interest was
disclesed {not including participation
approvals granted under s5.68).

Yes

Maurice Battilana

$5.68(2)

Were all decisiens made under section
5.68(1), and the extent of participation
allowed, recorded in the minutaes of
Council and Committee meetings.

Yes

Maurice Battilana

£5.73

Were disclosures under section 5.65 or
5.70 recorded in the minutes of the
meeting at which the disclosure was
made.

Yas

Maurice Battilana

55.75(1) Admin
Reg 22 Form 2

Was a primary return lodged by all
newly elected meambers within three
manths of their start day.

Yes

Maurice Battilana

55.75(1) Admin
Reg 22 Form 2

Was a primary return lodaged by all
newly designated eamployees within
three maonths of their start day.

Yes

Maurice Baltilana

£5.76(1) Admin
Reg 23 Form 3

Was an annual return lodged by all
continuing elected members by 31
August 2014,

Yes

Maurice Battilana

£5.76(1) Admin
Reg 23 Form 3

Was an annual return lodged by all
designated employees by 31 August
2014,

Yes

Maurice Battilana

s5.77

On receipt of a primary or annual
return, did the CEQ, {or the Mayaor/
President in the case of the CEQ’'s
return) on all cccasions, give written
acknowledgment of having received

Maurice Battilana
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Department of Local Govemment and Communities - Compliance Audit Return

Q’i; Government of Western Australia
b ‘ Department of Local Government and Communities

S
the return.
9  s5.88(1)(2) Admin Did the CEO 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 CEO 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 CEO removed all returns from Yes Maurice Battilana
the register when a person ceased to
be a person required to lodge a return
under section 5,75 or 5.76.

12 s5.88(4) Have all 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 s5.103 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
committee 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 a Committee,
did that person disclose the nature of
that interest when giving the advice or
report,

15  s5.70(3) Where an employee disclosed an Yes Maurice Battilana
interest under s5.70(2), did that
person also disclose the extent of that
interest when required to do so by the
Council or a Committee.

16 s5.103(3) Admin Has the CEO kept a register of all Yes Maurice Battilana
Reg 34B notifiable gifts received by Council
members and employees,

Disposal of Property

No Reference Question Resp C t: Respondent

1 s3.58(3) Was local public notice given prior to Yes Maurice Battilana
disposal for any property not disposed
of by public auction or tender {except
where excluded by Section 3.58(5)).

2 s3.58(4) Where the local government disposed Yes Maurice Battilana
of property under section 3.58(3), did
it provide details, as prescribed by
section 3.58(4), in the required local
public notice for each disposal of
property.
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Department of Local Government and Communities - Compliance Audit Retumn

*ﬂ“ | Government of Western Australia
& H
g h s Department of Local Government and Communities
Elections
Mo Reference Question Response Comments Respondent
1 Elect Reg 30G (1) Did the CED establish and maintain an Yes Maurice Battilana

electoral gift register and ensure that
all "disclosure of gifts' forms completed
by candidates and received by the CED
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.

Finance

Mo

Reference

Question Response Comments

Respondent

1

s7.1A

Has the local government established Yes
an audit committee and appointed

members by absolute majority in

accordance with section 7.1A of the

Act.

Maurice Battilana

s/. 1B

Where a local government determined M/A
to delegate to its audit committee any

powers oF duties under Part 7 of the

Act, did it do so by absolute majority.

Maurice Battilana

57.3

‘Was the person{s) appointed by the Yes
local government to be its auditor, a
registered company auditor.

Maurice Battilana

7.3

Was the person{s) appointed by the Yes
lacal government to be its auditor, an
approved auditor,

Maurice Battilana

57.3, 7.6(3)

‘Was the person or persons appointed Yes
by the local government to be its

auditor, appointed by an absolute

majority decision of Council.

Maurice Battilana

Audit Reg 10

‘Was the Auditer’s report for the Yes
financial year ended 30 June 2014

received by the local government

within 30 days of completion of the

audit.

Maurice Battilana

s7.9(1)

Was the Auditer's report for Yes
2013/2014 received by the local
gavernment by 31 December 2014,

Maurice Battilana

S7.12A(3), (4)

Where the local government MNSA
determined that matters raised in the

auditor's report prepared under

s7.9(1) of the Act required action ta be

taken by the local government, was

that action undertaken.

Maurice Battilana

S7.12A(3), (4)

Where the local governmeant M/A
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.

Maurice Battilana

10

S7.12A(3), (4)

Where the local government M/A

Maurice Battilana
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Department of Local Government and Communities - Compliance Audit Return

2

Government of Western Australia
Depariment of Local Government and Communities

determined that matters raised in the
auditor's report (preparad under
s7.9(1) of the Act) reguired action to
be taken by the local government, was
a copy of the report forwarded to the
Minister by the end of the financial
year or 6 months after the last report
prepared under s7.9 was received by
the local government whichever was
the latest in time.

11

Audit Reg 7

Did the agreement between the local
aovernment and its auditor include the
objectives of the audit.

Yes

Maurice Battilana

12

Audit Reg 7

Did the agresment betwesn the local
government and its auditor include the
scope of the audit.

Yes

Maurice Battilana

13

Audit Reg 7

Did the agreement between the lacal
government and its auditor include a
plan for the audit.

Yes

Maurice Battilana

14

Audit Reg 7

Did the agreement between the lacal
government and its auditor include
details of the remuneration and
expenses to be paid to the auditor.

Yes

Maurice Battilana

15

Audit Reg 7

Did the agresment between the local
agovernment and its auditor include the
methad to be used by the local
government to cammunicate with, and
supply information to, the auditor.

Yes

Maurice Battilana

Local Government Employees

Reference

Question

Response

Comments

Respondent

1

Admin Req 18C

Did the lacal government approve the
process to be used for the selection
and appointment of the CEQ before the
position of CEQ was advertised,

N/A

Maurice Battilana

s5.36{4) s5.37(3),
Admin Reg 184

Were all vacancies for the position of
CED 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 othar
henefits paid to a CEQ an appointment
the sarme remuneration and benefits
advertised for the position of CEQ
under section 5.36(4).

MSA

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
CED anly]).

N/A

Maurice Battilana

85.37(2)

Did the CED Inform council of each
proposal to employ or dismiss a
designated senler employee.

MFA

Maurice Battilana
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Department of Local Government and Communities - Compliance Audit Return

fel

Government of Western Australia
Department of Local Government and Communities

Official Conduct

Mo

Reference

Question

Response Comments

Respondent

1

55,120

Where the CEQ is not the complaints
officer, has the local government
designated a senier employee, as
defined under s5.37, to be its
complaints officer.

7

Maurice Battilana

s5.121(1)

Has the complaints officer for the lacal
government maintained a register of
complaints which records all
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 council member about
whom the complaint is made.

Yes

Maurice Battilana

55.121(2)(b)

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

Yes

Maurice Battilana

s5.121{2)(¢)

Does the complaints register
maintained by the complaints officer
include provision for recoerding a
description of the minor breach that
the standards panel finds has occured.

Yes

Maurice Battilana

5.121(2)(d}

Dioes the complaints register
maintained by the complaints officer
include the provision to record details
of the action taken under
s5.110{6)(b)(c]).

Yes

Maurice Battilana

Tenders for Providing Goods and Services

Mo

Referance

Question

Response Comments

Respondent

1

53.57 FhG Reg 11

Did the local government invite
tenders on all occasions (befare
entering into contracts for the supply
of goods or services) where the
consideration under the cantract 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(23).

Yes

Maurice Battilana

F&G Reg 12

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

N/A

Maurice Battilana

F&G Reg 14(1)

Did the local government invite
tenders via Statewide public notice,

Yes

Maurica Battilana

F&G Reg 14, 15 &

16

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

Yes

Maurice Battilana
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4]

5

F&G Reg 14(5)

Government of Western Australia
Department of Local Government and Communities

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

Yes

Maurice Battilana

F&G 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 18 (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

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

Yes

Maurice Battilana

F&G Reg 19

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

Yes

Maurice Battilana

10

F&G Reg 21 & 22

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

Yes

Maurice Battilana

F&G Reqg 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

12

F&G Reg 23(4)

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

Yes

Maurice Battilana

13

F&G Reg 24

Was each person who submitted an
expression of interest, given a notice
In writing in accordance with Functions
& General Regulation 24.

Yes

Maurice Battilana

14

F&G Reg 24E

Where the local government gave a
regional price preference in relation to
a tender process, did the local
government comply with the
requirements 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).

Yes

Maurice Battilana

F&G Reg 11A

Does the local government have a
current purchasing policy in relation to
contracts for other persons to supply
goods or services where the
consideration under the contract Is, or
Is expected to be, $100,000 or less.

Yes

Maurice Battilana
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AGENDA ITEM: 7.4

SUBJECT: INTERNAL AUDIT
PROPONENT: FINANCE & AUDIT COMMITTEE
SITE: COUNCIL CHAMBERS

FILE REFERENCE: 305.00

PREVIOUS REFERENCE: N/A

DATE: 2" FEBRUARY 2015

AUTHOR: MAURICE BATTILANA

DISCLOSURE OF INTEREST
Nil
REPORT PURPOSE

To comply with the requirements the Local Government (Audit) Regulations, 1996 for an internal
control audit to be undertaken at least once every two years.

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.

An Agenda Item was presented to the December 2014 OCM with the following being resolved:

“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 recommendations to back to
Council for consideration.”

COMMENT

The Local Government Act 1995 (the Act) requires that all local governments 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 attached reporting tool has been developed by an external local
government consultant (in good faith) to assist local governments in addressing the legislative
requirements of Regulation 17 of Local Government (Audit) Regulations, 1996.

The reporting tool will 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.
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After discussions with the local government consultant it was agreed Kristy Williams was far enough
removed from the Shire of Chapman Valley's operational management and functions as well as
being familiar with the Shire to be able to independently undertake the audit.

The intention of this Agenda Item is to present the Internal Audit Report to the Finance & Audit
Committee for review, comments and recommendations back to Council for consideration.

STATUTORY ENVIRONMENT

Local Government (Audit) Regulations, 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 —
(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

No existing policy/procedure affected.
FINANCIAL IMPLICATIONS

Nil affect

Long Term Financial Plan (LTFP):

Nil affect
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:

Nil affect

VOTING REQUIREMENTS

Simple Majority

STAFF RECOMMENDATION

The Committee recommends Council receives the Internal Audit Report as presented and request the

Chief Executive Officer implement necessary actions to address items identified in the Report
requiring attention.
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Internal Audit - Addressing WA Local Government

H H Audit Start Date: 20th Auditor : Kri
(Audit) Regulations 1996 CLIREIS UG LG !

November 2014 Williams Audit End Date: 20th November 2014
The Local Government Act 1995 (the Act) requires that all local governments 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 CEOs report and 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. This tool has been developed in good faith, addressing Appendix 3 of the Local Government Operational Guidelines -
Number 9 - Audit in Local Government. This will 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. This tool is to be used in conjunction with Section 7 (Internal Control
Framework) of the Western Australian Local Government Accounting Manual which provides guidelines on specific areas of controls to review.
Risk Managemen

Risk Management Systems and Processes
Internal control and risk management systems and programs are a key expression of a local \Q,Cz' S
government’s attitude to effective controls. Good audit committee practices in monitoring internal 9\\,@ {'\QQ R
control and risk management programs N * L Comments
Does the Shire have a Risk Management Policy, with formal risk appetite and tolerance levels
included? v Adopted June 2014.
Does the Shire have an organisational wide risk management framework in place? v
Does the Shire have a risk register that is regularly reviewed to ensure that risks are addressed and
closed out? v v Implemented in April 2014 and reviewed every 6 months.
Is this policy communicated to all current staff, and included in induction processes with Council and management staff are aware of the policy. Responsiblitiy has been assigned to management but it has not yet been communicated to remaining staff adequately
responsibility assigned? v or included in the induction process.
Are strategic risks considered, evaluated and reviewed in annual planning processes? v This is a process included in the review of Council's strategic plan.
Are material operating risks appropriately considered in the Shire? v
Does risk management form part of the Council agenda item requirements? v To be considered.
Is risk management an agenda item at staff or stakeholder meetings? v Not currently an agenda item, however it is being considered to include at future project management meetings.
Is risk management a key performance indicator on all senior management position descriptions? v To be considered in future position description reviews.
Does the Shire have a regular risk identification, review and reporting process overseen by senior Review and reporting process is in place for existing areas, however there is not a process in place for identifying risks relating to new projects. This is to be considered as part
management? v of the project management meetings.
Does the Shire have a business continuity plan? v May 2015 - CEO.
Is the Business Continuity Plan tested from time to time? v Plan is not yet in place to test.
Does the Shire have a disaster recovery plan? v Local Emergency Management Arrangements.
Is the Disaster Recovery Plan tested from time to time? v As an example: Corronation Beach Evacuation Plan.
Determining and Managing Material Operating Risks
Does the Shire have a system or processes to ensure compliance with Legislation, regulations.
Standards and Shire Policies? v A "Dates to Remember" list for all reoccuring legislative and policy requirements.
Does the Shire have a process to address accounting judgements or estimates that prove to be
wrong? This is not formally written however it is addressed as part of the required budget review process.
Does the Shire have a formal process to deal with claims and litigations? v No formal process is in place. The CEO has a delegation to issue infringements and commence any procedings with budget constraints.
Is there a process in place to identify misconduct, fraud or theft risks that includes monitoring, Complaints and Grievence Procedure, Sexual Harrassment Policy, Bullying Policy. There is a segregation of accounting procedures to reduce theft risk. Fuel cards and flow
review and a treatment plan should they eventuate? v meters are used to reduce fuel theft risk. CEO to determine if all vessels used to transport fuel are marked "Shire of Chapman Valley".
Does the Shire have systems and processes to prevent or uncover misconduct, fraud and theft? v v This is set out in the risk register as per the template supplied by LGIS.
Does the Shire have systems in place to address Occupational Safety and Health risks? v v Service provided by LGIS.
Does the Shire have systems in place to address environmental risks? v Eg: environmental clearances for roadworks plans; bunding around fuel and waste oil; and transfer stations.
Does the Shire have systems and processes in place to address business risks? v Set in the risk register.
Does the Shire have a process to manage insurable risks and ensure the adequacy of insurance? v v Set in the risk register and reviewed annually with the insurance review.
Does the Shire have formal processes to review the effectiveness of the internal control systems Regulations require a four-yearly internal audit of financial management procdures . The Audit Committee meets with the external auditor once per year and discusses the
with management, internal and external auditors? v audit.
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Doxes management have controls in place for unusual types to transactions or transactions that

may carry more than acceptable degrees of risk? v This is covered with the procurements policy. The electronic purchase order system also ensures staff do not spend outside the authorised budget.

Does the Shire have a formal tenders and procurement system and process in place with a focus on

probity and transparency of policies and procedures? v Procurement Policy is in place and the WALGA tender process is used.

Does the Shire have a process / checklist approach to ensure the tenders and procurements

policies and processes are being applied at all times? Creditors clerk checks purchase orders however a checklist needs to be included with the purchase order to ensure compliance with the the entire procurement policy. Eg if
v the purchase is for more than $3,000 purchasing staff should be signing off on getting the requirement number of quotes and reasons for chosing a particular supplier.
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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.

policies and delegated authority.

levels of responsibilities and authorities.
audit practices.

information system access and security.
management operating style.

human resource management and practices.

> > &
Internal control systems involve policies and procedures that safeguard assets, ensure Q/,\'\g'?' @(\& ,oe,bb >
accurate and reliable financial reporting, promote compliance with legislation and S 4\97xA
. . - . . 5 3
achieve effective and efficient operations and may vary depending on the size and & <&
2 Q N
nature of the local government. 9\\} &
N ° Comments
Does the Shire have a formal delegation of authority system and process. v
|Does the Shire have documented policies and procedures? 4 Procedures are not complete for all processes and need to be located in a central place and part of the induction process.
Is there an effective process in place for policy and procedure reviews? v Policy review is formal. Procedure review is less formal, suggest to incorporate as part of annual perfomance reviews for all staff.
Are all Shire staff qualified and trained in the areas of their principal responsibility? 4
Are there controls on all formal systems and processes? v
Are regular internal audits carried out? 4
Are risk identification and assessments activities documented? v Carried out by LGIS.
Does the Shire have regular liaison with the Shire Auditors? 4
Does the Shire have regular liaison with legal advisors? Carried out on an as-needs-basis.
Is there a process to review the effectiveness of internal controls? v Four-yearly financial management review.
Is there a process for ensuring separation of roles and functions in processing and authorisation v
Is there a process in place for control of approval of documents, letters and financial records? v Financial reconciliations are signed monthly. Only management sign outgoing correspondence.
Roads register requires updating and is scheduled to be completed in 2014/15. Land recorded for rating purposes is reconciled to the Valuer General records. More work is

Is there a process for comparison of internal data with other external sources of information? v required to verify charges for refuse removal with the contractor charges.
Is direct physical access to assets and records limited? v Payroll records are locked. Keys to property are locked and permission is needed to access them.
Are controls in place relating to computer applications and information system standards? v Covered by the IT policies and procedures.
Is access limited to make changes in data files and systems? v Some folders in the shared G drive are limited. Certain modules in Synergy are also limited.
Is there regular maintenance and review of financial control accounts and trial balances? v Reconciliations signed and reviewed on a monthly basis.
Is there a process to regularly comparison and analysis of financial results with budgeted amounts? v

Is there a process to review the arithmetical accuracy and content of records?

Carried out as part of the budget review.

Is there a process to review and report on approval of financial payments and reconciliations?

Is there a process to compare the result of physical cash and inventory counts with accounting
records?
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The compliance programs of a local government are a strong indication of attitude towards

meeting legislative requirements. Audit committee practices in regard to monitoring compliance
programs typically include the following that should be audited.

Is there a process in place for monitoring compliance with legislation and regulations?
Is there a process in place to review the annual Compliance Audit Return and report to Council the
results of that review?

Is there a process for the audit committee to stay informed on how management is monitoring the
effectiveness of its compliance and making recommendations for change as necessary?

Does the Shire have procedures for it to receive, retain and treat complaints, including confidential
and anonymous employee complaints?

Is there a process that gives the Audit Committee assurance that adverse trends are identified and
reviews management’s plans to deal with these?

Is there a process to for the Audit committee review management disclosures in financial reports
of the effect of significant compliance issues?

Is there a process to review whether the internal and / or external auditors have regard to
compliance and ethics risks in the development of their audit plan and in the conduct of audit
projects, and report compliance and ethics issues to the audit committee?

Is there a process to determine the internal auditor’s role in assessing compliance and ethics risks
in their plan?

Is there a process to monitor the Shire's compliance frameworks dealing with relevant external
legislation and regulatory requirements?

Comments

"Dates to Remember" list and also the statutory section of all agenda items.

Audit Committee meetings and discussions with the auditors annually.

Customer Complaints Policy and the Complaints Register. Grievance procedure for internal issues.

The Audit Committee meet after the audit to discuss issues, including trends, with the external auditor and finance staff.

SNIENANIEN

Annual meeting of the Audit Committee and external auditor.

To be reviewed for next re-appointment of auditors.

To be reviewed for next re-appointment of auditors.

Internal and external auditors meet with Audit Committee.

Is there a process in place to ensure Audit Committee members are complying with legislative and
regulatory requirements imposed on them, including not misusing their position to gain an
advantage for themselves or another or to cause detriment to the Shire, and disclosing conflicts of
interest?

Itis in place that in every agenda item Councillors are prompted to consider if they have any disclosures to make or conflicts of interest. Councillors are offered training
regularly however it is suggested that Council set for themselves a minimum standard of training. Without adequate training members of Council will not know if they are
complying with legislative and regulatory requirements imposed on them.
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