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The Finance and Audit Committee is comprised of:- 
 
Cr John Collingwood 
Cr Pauline Forrester 
Cr Ian 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 
 
 

 
 
 
 

 
 
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 THURSDAY 6TH FEBRUARY 2014 AT 2.00PM 

 
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) 
 
2.0 Declaration of Opening / Announcements of Visitors 
 
 
3.0 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 

 
 
4.0 Applications for Leave of Absence 
 
 
5.0 Petitions / Deputations / Presentations 
 
 
6.0 Confirmation of Minutes from previous meetings   Page 4 

 
Finance and Audit Committee Meeting held on Wednesday 10

th
 July 2013 

 
‘Recommend that the minutes of the Finance and Audit Committee of the Shire of Chapman 
Valley held on Wednesday 10

th
 July 2013 be confirmed as a true and accurate record of 

proceedings.’ 

 
 

7.0 Agenda Items 
 
7.1 Management Report 30 June 2013     Page 22 
  
7.2 Audit Report 30 June 2013      Page 29 
 
7.3 Compliance Audit Return 2013     Page 32 

 
 
8.0 Information Items 
 
 
9.0 General Business 
 

 
10.0 Closure 
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Chief Executive Officer 

February 2014 
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AGENDA ITEM: 7.1 

SUBJECT: MANAGEMENT REPORT 30 JUNE 2013 

PROPONENT: FINANCE & AUDIT COMMITTEE 

SITE: COUNCIL CHAMBERS 

FILE REFERENCE: 305.05 

PREVIOUS REFERENCE: N/A 

DATE: 6 FEBRUARY 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 
Norton. (Please refer to Management Report Letter submitted as Attachment 2). 
The following Management Issues were raised:   
 

 Debt Service Cover Ratio 

 Operating Surplus Ratio 

 Own Resource Revenue Coverage Ratio 

 Revaluation of Road Infrastructure Assets 
 

COMMENT 
 

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

 Debt Service Cover Ratio 
 

“This ratio measures Council’s ability to service debt out of its uncommitted 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 Ratio 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 to 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.” 
 

 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 Operating Surplus Ratio for the year ending 
30 June 2013 would be -0.373, a deterioration from prior years and below the industry 
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 positive ratio which is consistently above 
0.15 provides the Shire with greater flexibility in meeting operational service levels and asset 
management requirements. 
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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 
 

STAFF RECOMMENDATION 

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. 
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Kristy’s Comments 
 
     2013  2012  Impact on  
         adjusting 2012  
Operating Surplus   1,258,124   1,087,560   1,087,560   
Add back Interest         25,584        32,045        32,045   
Add back Depn     1,157,518      679,984      679,984   
Less Non-Op Grants   -2,204,838     -817,797     -817,797   
               -855,000  Flood damage grant funding 
            -300,000  Royalties for Regions grant funding 
  Net        236,388       981,792     -173,208  Is the expense in there or was it capitalised? 
      
Principal         168,367       138,878      138,878   
Interest            25,584         32,045         32,045   
Total          193,951       170,923       170,923   
      
Debt Service Ratio      1.219              5.744      -1.013  
 
Benchmark 5 
This ratio is well below the benchmark indicates Council's debt levels are too high when comparing to the  industry.  
I would recommend Council re-evaluate the decision to raise a new loan for $160,000 as budgeted.  
 
(CEOs Comments: The only other option if a loan is not taken out is to increase rate next year and fund from Municipal Funds resources (i.e. cash) or not replace the 
plant until Debt Ratio is improved. The latter option will result in older plant and higher maintenance costs)      
      
     2013  2012  Impact on  
         adjusting 2012      
Operating Revenue    6,276,271   6,257,383   6,257,383   
Operating Expenses   -5,018,147  -5,169,823  -5,169,823   
Less specific purpose grants  -2,204,838     -817,797     -817,797   
            -855,000  Flood damage grant funding 
            -300,000  Royalties for Regions grant funding 
  Net     -946,714       269,763     -885,237  Is the expense in there or was it capitalised? 
Own Source Revenue    2,540,983    2,428,081          2,428,081   
 
Operating Surplus Ratio  -0.373       0.111      -0.365  
(Benchmark 0)      
      
The operating surplus ratio is below the benchmark.  Operating expenses are however affected by depreciation which is a non-cash item.   

ATTACHMENT 1 
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Control measures are in place to reduce operating expenditure  so I should expect to see an improvement in this ratio in 13/14.  
 
A rate increase would also improve this ratio. 
 
The own source revenue coverage ratio is below the benchmark.  A rate increase would improve this ratio as too would a reduction in operating expenditure. 
     
      
Comparison to previous year  
 
In comparing to the previous year the most noticeable difference was that $855,000 of flood damage funding and $300,000 of Royalties for Regions funding was 
included in the operating grants.  If these items are excluded from last year the ratios have not deteriorated as they currently indicate.  This may  or may not be a 
classification error; it depends where the cost was allocated for the grants – capital or operating.  It is a mismatch if the revenue went in operating and the cost went in 
capital and will impact on the ratios.   
 
Regardless of the answer, the ratios for 12/13 are a concern.  My recommendation is that every effort needs to be made to reduce operating costs or Council will be left 
with no alternative than to increase rates. 
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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 

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 2013 be received and it be noted there are no further 
actions required from the report. 
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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 FEBRUARY 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 
 
Nil 
 
STRATEGIC IMPLICATIONS 
 
Nil 

 
VOTING REQUIRMENTS 
 
Simple Majority 
 
STAFF RECOMMENDATION  
 
That the Finance and Audit Committee Recommends to Council that: 
 

 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. 
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