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SHIRE OF MENZIES
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Dear Council Member,
The next Audit Committee Meeting of the Shire of Menzies will be held on 18 July 2019 in
the Shire of Menzies council chambers commencing at 11.00am.

Peter Money
Chief Executive Officer

18 July 2019

DISCLAIMER
No responsibility whatsoever is implied or accepted by the shire of Menzies for any act or
omission or statement or intimation occurring during this meeting.
It is strongly advised that persons do not act on what is heard at this meeting and should only
rely on written confirmation of Council’s decision, which will be provided within fourteen (14)
days of this meeting.
FINANCIAL INTEREST
A financial interest occurs where a Councillor, or person with whom the Councillor is closely
associated, has direct or indirect financial interest in the matter. That is, the person stands to
make a financial gain or loss from the decision, either now or at some time in the future.
An indirect financial interest includes a reference to a financial relationship between that person
and another person who requires a Local Government decision in relation to the matter.
Councillors should declare an interest:
a)
b)

In a written notice given to the Chief Executive Officer (CEO) before the meeting: or
At the meeting, immediately before the matter is discussed.

A member who has declared an interest must not:
•

Preside at the part of the meeting relating to the matter: or

•

Participate in or be present during the discussion of decision-making procedure relating
to the matter unless the member is allowed to do so under Section 5.68 or 5.69 of the
Local Government Act 1995.

TERMS OF REFERENCE
Objectives of the Audit Committee
The primary objectives of the Audit Committee is to accept responsibility for the annual
external audit and liaise with the Shire’s auditor so that Council can be satisfied with the
performance of the Shire in managing its financial affairs.
Reports from the Committee is to facilitate:
•
•
•
•

The enhancement of the credibility and objectivity of external financial reporting;
Effective management of financial and other risks and the protection of Shire assets;
Compliance with laws and regulations as well as use of best practice guidelines
relative to audit, risk management, internal control and legislative compliance;
The provision of an effective means of communication between the external auditor,
the Chief Executive Officer and the Council.

Powers of the Audit Committee
The Audit Committee is to report to Council and provide appropriate advice and
recommendations on matters relevant to its term of reference. The is in order to facilitate
informed decision-making by Council in relation to the legislative functions and duties of the
Shire that have not been delegated to the Chief Executive Officer.
The Audit Committee is a formerly appointed Committee of Council and is responsible to
that body. The Audit Committee does not have executive powers or authority to implement
actions in areas over which the Chief Executive Officer has legislative responsibility and
does not have any delegated financial responsibility. The Audit Committee does not have any
management functions and cannot involve itself in management processes or procedures.
Membership
The Audit Committee consists of four members with full voting rights and a quorum shall be
two members.
The Chief Executive Officer and employees are not members of the Audit Committee.
The Chief Executive Officer and Manager Finance and Administration are to be available to
attend meetings to provide advice and guidance to the Audit Committee.
The Shire shall provide secretarial and administrative support to the Audit Committee.
Meetings
The Audit Committee shall meet at least annually. Additional meetings shall be convened at
the discretion of the presiding person.
Reporting
Reports and recommendation of each Audit committee meeting shall be presented to the next
Ordinary Meeting of Council.

Duties and Responsibilities
The duties and responsibilities of the Audit Committee shall be:
a)
b)
c)
•
•

d)
e)
•
•
•
•
•
•

f)
g)
•
•

h)
•
•

i)

j)
k)

l)
m)

Provide guidance and assistance to Council as to the carrying out of the functions of
the Shire in relation to audits;
Develop and recommend to Council and appropriate process for the selection and
appointment of a person as the Shires’ Auditor;
Develop and recommend to Council;
A list of those matters to be audited; and
The scope if the audit to be undertaken;
Recommend to Council the person or persons to be appointed as the Auditor;
Develop and recommend to Council a written agreement for the appointment of the
external auditor. The agreement is to include:
Develop and recommend to Council a
The objectives of the audit;
The scope of the audit;
A plan of the audit;
Details of the remuneration and expenses to be paid to the Auditor; and
The method to be used by the Shire to communicate with, and supply information to,
the Auditor;
Meet with the auditor once in each year and provide a report to Council on the matters
discussed and outcome of those discussions;
Liaise with the Chief Executive Officer to ensure that the Shire does everything in its
power to;
Assist the Audit to conduct the audit and carry out their other duties under the Local
Government Act 1995; and
Ensure that audits are conducted successfully and expeditiously;
Examine the reports of the Auditor after receiving a report from the Chief Executive
Officer on the matters to:
Determine if any matters raised require action to be taken by the Shire; and
Ensure that the appropriate action is taken in respect of those matters;
Review the report prepared by the Chief Executive Officer any actions taken in
respect of any matters raised in the report of the Auditor and presenting the report to
Council for adoption prior to the end of the next financial year or six months after the
last report prepared by the Auditor is received, whichever is the latest in time;
Review the scope of the audit plan and program and its effectiveness;
Seek information or obtain expert advice through the Chief Executive Officer on
matters of concern within the scope of the Audit Committee’s Terms of Reference
following authorisation from the Council;
Review the annual Compliance Audit Return and report to Council the results of that
review; and
Consider the Chief Executive Officer’s biennial reviews of the appropriateness and
effectiveness of the Shire’s systems and procedures in regard to risk management,
internal control and legislative compliance, require to be provided to the Audit
Committee, and report to Council the results of those reviews.
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DECLARATION OF OPENING
The President Cr Greg Dwyer declared the meeting open at 5:08 PM

2

ANNOUNCEMENT OF VISITORS
There were no visitors.

3

RECORD OF ATTENDANCE
Cr. Greg Dwyer
Cr. Jill Dwyer

Shire President

Peter Money
Janette Taylor

Chief Executive Officer
Manager Finance and Administration

Cr. Ian Baird was present via telephone but was within the 150 kilometres from the
Chambers and could be recorded as a voting member of the Committee. (LG
Administration Regulation 14A).
4

DECLARATIONS OF INTEREST
There were no declarations of interest.

5

ANNOUNCEMENTS BY PRESIDING MEMBER WITHOUT DISCUSSION
There were no announcements by Presiding Member without discussion.

Minutes of Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019

1

6. REPORTS OF OFFICERS
6.1

AUDITORS REPORTS

LOCATION:

N/A

APPLICANT:

Auditor General’s Office

DOCUMENT REF:

as applicable

DISCLOSURE OF INTEREST:

Nil

DATE:

18 July 2019

AUTHOR:

Peter Money
Chief Executive Officer

ATTACHMENT:

6.1-1

Financial Report

6.1-2

Independent Auditors Report

SUMMARY
The audited Financial Statements and Audit Opinion for the 2017/2018 financial year are
attached for consideration for recommending to Council for adoption.

BACKGROUND
Local governments are subject to annual audits currently by agents appointed by the Office of
the Auditor General (OAG).
The 2018/19 audit was conducted by Butler Settineri.
The regulations require the audit to be completed and presented to the Audit Committee and
Council prior to 31st December 2018. If this timeline cannot be met approval for deferment is
required from the Auditor General.
This did not happen and as a result this did not occur and so the Council is in breach of the Local
Government Act in that regard and this will likely be reported in the 2018/19 audit report
The audit was delayed for some length of time as requested documents were not provided to the
auditors as requested and this was not resolved until May 2019.

COMMENT
Nil
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CONSULTATION
OAG
Manager Finance and Administration
Butler Settineri
STATUTORY ENVIRONMENT
Local Government Act s 7.9; 7.12A;
Local Government (Audit) Regulations 10
POLICY IMPLICATIONS
Nil

FINANCIAL IMPLICATIONS
Nil

RISK ASSESSMENT
Nil as the report is only for recommendation for approval by the Council.

STRATEGIC IMPLICATIONS
Select one or more of the outcomes from the Strategic Plan – delete those not relevant
14.1 Sustainable local economy encouraged
•
A local economy accessing the commercial options and services in place, for timely
development.
•

The acquisition of appropriate resources to assist with economic and tourism planning
and development.

14.3 Active civic leadership achieved
•
Regularly review plans with community consultation on significant decisions affecting
the shire.
•

Where possible, support opportunities to build the capacity of the community within the
Shire of Menzies.

•

Regularly monitor and report on the Shire’s activities, budgets, plans and performance.

•

Continue to engage with our community, to advocate on behalf of our community, to be
accountable and to manage within our governance and legislative framework.

•

Continue to participate in regional activities to the benefit of our community.
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VOTING REQUIREMENTS
Simple majority

OFFICERS RECOMMENDATION
That the Audit Committee recommends to Council the adoption of the 2017/2018 Financial
Report, Independent Auditors Report and Audit Findings.

COUNCIL RESOLUTION:
MOVED: Cr Jill Dwyer

No. 1672
SECONDED: Cr Greg Dwyer

That the Audit Committee recommends to Council the adoption of the 2017/2018 Financial
Report, Independent Auditors Report and Audit Findings.
Carried 2/0
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ATTACHMENT A
SHIRE OF MENZIES
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2018
FINDINGS IDENTIFIED DURING THE AUDIT
6. Valuation of Footpath Infrastructure

Finding:
As part of our testing of the valuation of infrastructure at 30 June 2018, we noted that the Shire
has not revalued footpath infrastructure since 2014. This is inconsistent with the Shire's
accounting policy and the former Regulation 17A of the Local Government (Financial
Management) Regulations 1996 which required valuations to be performed every 3 years.
Rating: Moderate
Implication:
While the value of footpath infrastructure is small in comparison to the other classes of
infrastructure assets, there is a risk that its fair value may differ from its carrying value if
valuations are not performed frequently.
Recommendation:
We recommend that the Shire undertake valuation of footpath infrastructure in 2018-19 so as
to comply with the new Regulation 17A of the Local Government (Financial Management)
Regulations 1996 which requires a revaluation before the expiry of a period of 3 to 5 years
after the day on which the asset was last valued or revalued.
Management Comments:
The Asset Management Officer will work with management staff to ensure a valuation is
carried out and recorded properly
Responsible Person:
Completion Date:

Peter Money (CEO)
Ongoing

em7itto
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6.2
REVIEW OF FINANCIAL MANAGEMENT, RISK MANAGEMENT,
LEGISLATIVE COMPLIANCE AND INTERNAL CONTROLS
LOCATION:

N/A

APPLICANT:

N/A

DOCUMENT REF:

GOV.860.1/NAM250

DISCLOSURE OF INTEREST:

Nil

DATE:

18 July 2019

AUTHOR:

Peter Money
Chief Executive Officer

ATTACHMENT:

6.2-1 Review of Financial Management, Risk
Management, Legislative Compliance and Internal
Controls

SUMMARY
This Review of Financial Management, Risk Management, Legislative Compliance and Internal Controls
was conducted by Moore Stephens and completed in April 2019. It is a process wide review of
activities and practices within the Shire administration.

BACKGROUND
Prior to 30 June 2018, meetings with the Chief Executive Officers (CEO’s) for the Shires of
Leonora, Laverton, Menzies and Wiluna were held, where opportunities for collaboration and
service sharing were discussed. From these meetings, it was considered a viable opportunity to
further explore the possibility of engaging the services of a consultancy company to perform the
Statutory Compliance Services for the four local governments, given many already engaged
consultants to assist with a variety of work.
The Shires of Leonora, Laverton, Menzies and Wiluna supported proceeding to the tender stage
for Statutory Compliance Services and subsequently the tender was awarded to Moore Stephens.
This tender included risk management support services, and as a result, the timing of work
already in progress relating to risk has been reviewed to maximise efficiency with the delivery
of statutory support and compliance services. Risk Management was one of the services included
in the service scope/fee response to be delivered by Moore Stephens.
This Report was commissioned by the Council early in 2019 and was carried out by Tanya
Browning from Moore Stephens.
It is a comprehensive review of many aspects of the Shire operations and practices.
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There are some matters that will require immediate implementation (though some were already
implemented on my appointment as CEO) and others that will take some time due to other
constraints on the available staff.
Moore Stephens will provide to the CEO a spreadsheet of the findings in the Report and this
spreadsheet will prioritise the various tasks emanating from the Report with timelines.
Progress through the findings will be reported monthly to the Council to ensure transparency on
the progression of the necessary changes.

COMMENT
This Report is a comprehensive review of administrative activities which encompasses Council
policies and plans, financial procedures, human resource management including payroll, registers
and audit practices.
The completion of the task is identified within the Report will take an as yet unknown number
of months to complete as progress will be dependent of available human resources and the levels
of corporate knowledge.

CONSULTATION
Tanya Browning – Moore Stephens
Shire President
Manager Finance & Administration
STATUTORY ENVIRONMENT
Local Government (Audit) Regulations – Regulation 17

POLICY IMPLICATIONS
Policy 1.7 – Enterprise Risk Management

FINANCIAL IMPLICATIONS
There are no financial implications at this time as the work will be done in-house

RISK ASSESSMENT
There are risks of non-compliance, breaches of Regulations if the more urgent recommendations
are not implemented especially those relating to tender processes. These risks are minimised as
some important changes have already been implemented.
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Other risks are that the Shire could be deemed non-compliant in several other aspects if the
recommendations are not implemented.

STRATEGIC IMPLICATIONS
Strategic Plan
14.3 Active civic leadership achieved
•
Regularly review plans with community consultation on significant decisions affecting
the shire.
•
Where possible, support opportunities to build the capacity of the community within the
Shire of Menzies.
VOTING REQUIREMENTS
Simple majority

OFFICERS RECOMMENDATION
That the Audit Committee recommends to Council the adoption of the Review of Financial
Management, Risk Management, Legislative Compliance and Internal Controls from April 2019.

COUNCIL RESOLUTION:
MOVED: Cr Jill Dwyer

No. 1673
SECONDED: Cr Greg Dwyer

That the Audit Committee recommends to Council the adoption of the Review of Financial
Management, Risk Management, Legislative Compliance and Internal Controls from April
2019.
Carried 2/0
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Review of Financial Management, Risk
Management, Legislative Compliance
and Internal Controls
Shire of Menzies
June 2019

www.moorestephens.com.au

Serious about Success®
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1.0
1.1

Engagement Overview
Scope of Services

The Shire of Menzies engaged Moore Stephens to undertake a review service with a dual purpose, firstly to
provide the basis for a report by the CEO to the Audit Committee on the appropriateness and effectiveness of
the Shire’s risk management, internal controls and legislative compliance systems and procedures as required
by the Local Government (Audit) Regulations 1996 Regulation 17. Secondly, a review of financial management
systems to assess the appropriateness and effectiveness of these systems and procedures, as required by Local
Government Financial Management Regulation 5(2)(c).
For efficiency, the reviews were undertaken simultaneously resulting in a single report being issued. Financial
Management systems and procedures are considered a subset of broader overall Risk Management,
Legislative Compliance and Internal Controls. The matters examined in respect of financial management
systems are detailed in Appendix A and where opportunities for improvement were identified, they are
reported within the relevant section of the Audit Regulation 17 framework design, framework implementation
and framework evaluation sections of the report.
The results of the Audit Regulation 17 review are to be reported by the CEO to the Audit Committee. The Audit
Committee is required to review the CEO’s report and on-report to the Council. The report from the Audit
Committee to the Council is required to have attached a copy of the CEO’s initial report to the Audit
Committee.

1.1.1

Procedures – Financial Management Review

Our procedures for the Financial Management Review encompassed a review of all of the Shire’s financial
systems including, but not necessarily limited to:
•
•
•
•
•
•
•
•
•
•
•
•

Collection of money owed;
Custody and security of money held;
Maintenance and security of financial records;
Accounting for revenue and expenses;
Accounting for assets and liabilities;
Accounting for trust transactions;
Authorisation of purchases;
Authorisation of payments;
Maintenance and processing of payroll;
Stock controls and costing records;
Preparation of budgets and budget reviews; and
Preparation of financial reports.

Our procedures and approach have been developed over a number of years taking into account our extensive
local government background and seeks to examine both systems and procedures in use.
The financial management review does not examine systems and procedures which are non-financial in nature
and did not specifically test for legislative breaches.
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1.1.2

Procedures – Risk Management, Legislative Compliance and Internal Controls Review

Our procedures for the systems and procedures review (as required by Audit Regulation 17) on behalf of the
CEO encompassed the following services:
•

A review of the risk management systems policies, procedures and plans in place at the Shire;

•

Evaluate the non-financial/operational internal control systems and procedures at the Shire;

•

Assess systems and procedures for maintaining legislative compliance; and

•

Prepare a report of matters identified during the review to assist the CEO to assess the
appropriateness and effectiveness of the relevant systems and procedures in accordance with Local
Government Audit Regulation 17.

To undertake these procedures, we applied the following methodology:
•

Conduct onsite interviews with key personnel involved in risk management, financial management
and ensuring Shire adherence to legislative compliance;

•

Identify the extent of commitment and mandate to Risk Management principles (using AS/NZS ISO
31000:2018 as the framework) within the overall risk management framework;

•

Review each component (risk management, legislative compliance and internal controls) after
considering the overall risk environment, governance structure and internal control environment;

•

Assess the gaps (if any) between the current processes and the expected risk management, internal
controls and legislative compliance systems and procedures and recommend suggested
improvements; and

•

Report on the appropriateness and the effectiveness of current systems and procedures.

The review was a high-level review given the scale, variety and breadth of non-financial activities and
considered, as a minimum, the issues identified by the Department of Local Government, Sport and Cultural
Industries to Local Government Operational Guideline Number 09 – Audit in Local Government (listed in
Appendix E).
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2.0
2.1

Review Context
Review Context - Shire of Menzies

Understanding the external and internal context in which the Shire of Menzies operates, relevant to financial
management, risk, the internal control environment and its legislative compliance obligations, as it seeks to
achieve its overall strategic objectives is important to the review of the related systems and procedures.
The external and internal environmental influences identified during the review are set out below:

External Influences

Internal Influences

Increasing community expectations in relation to
service levels and delivery.

The objectives and strategies contained in the
Council’s current Strategic Community Plan.

Development of partnerships with mining industry
for business and employment.

The timing and actions contained in the Council’s
Corporate Business Plan.

Increased compliance requirements due to
Government Policy and Legislation.

The current organisational size, structure, activities
and location.

Cost shifting by the Federal and State Governments. The current human resourcing levels and turnover
rate.
Infrastructure and service capacity.

The current financial capacity of the Shire.

Population retention.

The maintenance of corporate records.

Resource development and the associated social
impacts (housing affordability etc).

Allocation of resources to achieve strategic
outcomes.

Loss of pastoral opportunities.

Current organisational systems and processes.

Government responses in relation to social services.
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3.0
3.1

Review Summary
Financial Management

The Shire of Menzies has a number of financial management system controls to cover the wide variety of
operations undertaken by the Shire. Council has responsibility for the adoption of the annual budget, review
of the monthly statement of financial activity and review of the monthly list of payments. Responsibility for
the financial management of the Shire rests with the CEO, as detailed under Financial Management Regulation
5(1).

3.1.1

Appropriateness

Considering the size, resources, variety of operations and the context in which the Shire of Menzies operates,
documented internal control procedures relating to financial management systems are considered
appropriate as a means of maintaining a high level of control over the financial management of the Shire,
provided they are routinely and consistently applied. Some weaknesses were identified within current controls
and procedures which were not considered appropriate, which are further explained within the framework
implementation section of this report.

3.1.2

Effectiveness

Several elements of the financial management systems and processes are open to improvement, with key
areas highlighted in the improvements section below.
Development and application of financial management systems and processes, as well as refinement to
existing practices, are required to be implemented throughout the organisation in order for financial
management processes and procedures to be considered effective.

3.1.3

Improvements

Details of recommended improvements to the current financial management, procedures and systems for the
Shire are set out within the framework implementation section of this report. Key improvements to the
appropriateness and effectiveness of these procedures and internal controls were identified to include:
•

IT controls;

•

Payroll controls;

•

Reconciliations for rates re-valuations; and

•

Procedure for recovery of rates and sundry debtors.
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3.2

Risk Management

The Shire of Menzies initially developed its formal risk management processes with the adoption of a Risk
Management Policy and Framework (Item 12.5.2, resolution 0790 30 April 2015). The Policy refers to the Risk
Management Standard ISO 31000:2009 and is supported by the ‘Enterprise Risk Management Framework’.
The policy document and framework forms the basis for risk management activities within the organisation.
An updated policy and framework aligned to ISO 31000:2018 has been prepared but not yet adopted.

3.2.1

Appropriateness

Currently, a documented entity wide Risk Management Policy is in existence to guide the implementation of
risk management throughout the organisation. The current policy is based on the previous Risk Management
Standard (AS/NZ ISO 31000:2009) which was updated in February 2018. The main changes of the update were
to highlight the leadership of top management and integration of risk management in organisations, along
with the iterative nature of risk management. Finalisation of the update of the Shire’s policy and framework
to align to the new standard is encouraged to ensure currency of risk management practices.
Considering the size, resources, operations and the context in which the Shire of Menzies operates, a
documented risk management policy and procedures is considered appropriate as a means of uniformly
supporting decision making and documenting the organisation's response to risks.

3.2.2

Effectiveness

The current risk management policy reflects the Shire’s commitment to organisation wide risk management
principles, systems and processes aimed at ensuring consistent, effective and efficient application of risk
management through planning, decision making and operational processes. Elements of risk management
processes, such as updating and review of risk registers and documented risk assessments, are not consistently
applied. Development and application of risk management systems and processes are required to be
implemented throughout the organisation in order for risk management processes and procedures to be
considered effective.

3.2.3

Improvements

Improvements to risk management practices and policies are detailed later within this report, with key matters
summarised as follows:
•

Finalise update (through adoption by Council) to the risk management policy to align to the new Risk
Management Standard (ISO 31000:2018);

•

Implement draft risk management framework / strategy aligned to the new Risk Management
Standard (ISO 31000:2018);

•

Develop and apply risk management practices to management practices in accordance with a suitable
risk management framework; and

•

Ensure appropriate management of operational risks for high risk areas.
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3.3

Internal Control

A formal internal control policy is yet to be adopted by the Shire of Menzies. A policy to guide the Shire would
assist to ensure an iterative approach to evaluating the internal controls, systems and procedures, as well as
providing a mechanism whereby regular review and updates occur.

3.3.1

Appropriateness

Considering the size, resources, operations and the internal/external context in which the Shire of Menzies
operates, the internal control framework, procedures and systems as described to us are considered
appropriate for certain areas of operations. A number of internal controls were identified where these controls
are not considered appropriate.

3.3.2

Effectiveness

Weaknesses were identified where internal controls are not considered effective, specifically where trust is
currently placed in senior employees with limited review and verification of transactions.
Considering the overall results of monitoring and compliance practices undertaken by the Shire of Menzies,
the current internal control framework, procedures and systems (where documented and routinely tested)
may be considered effective. Our assessment as to effectiveness is subject to the implementation of the
improvements detailed in the framework implementation section of this report.

3.3.3

Improvements

Recommended improvements to the current internal control framework, procedures and systems are set out
in detail later within this report with selected key improvements to internal controls summarised as follows:
•

Development and testing of Business Continuity and Disaster Recovery Plans;

•

The development of a documented internal control policy, promoting a risk-based approach to the
development and maintenance of documented internal controls and procedures. This suggestion is
intended to support a continual assessment of appropriate controls throughout the organisation by
identifying the need for new controls (based on risk) and ensuring existing outdated and unnecessary
controls are discontinued;

•

Key internal controls should be documented either as procedures, checklists or workflow diagrams;

•

Procedures should be defined to improve the management of issues surrounding changes to internal
controls; and

•

Measures should be taken to ensure staff are fully aware of, and understand, relevant internal
controls.
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3.4

Legislative Compliance

Currently, no legislative compliance policy exists to communicate expectations of Council in relation to
legislative breaches and regulatory compliance. Reliance in this regard is dependent upon the knowledge and
experience of senior staff, and their desire to achieve high levels of legislative and regulatory compliance.

3.4.1

Appropriateness

Considering local governments generally maintain a low risk appetite for breaches of legislation, a documented
legislative compliance policy is considered appropriate to reflect Council’s low risk appetite in relation to
legislative breaches. The Shire is yet to establish a legislative compliance policy to address legislative
compliance.

3.4.2

Effectiveness

Maintaining legislative compliance is heavily reliant on the knowledge, experience and commitment of senior
staff, to identify and prevent breaches of legislation. As a consequence, staff turnover, competing priorities
and variations in workloads can have a significant negative impact on legislative compliance. Therefore, one
of the most effective controls in maintaining legislative compliance is a motivated, stable, experienced and
knowledgeable senior management group.
Instances of non-compliance with legislative requirements were identified during our review. Apart from the
noted breaches of legislation, and in the instances where the effectiveness was able to be assessed, the current
legislative compliance control procedures and systems, were considered effective.

3.4.3

Improvements

Improvements to the current framework, procedures and systems for legislative compliance are set out later
within this report and summarised as follows:
•

Development of a legislative compliance policy dealing with internal legislative compliance;

•

Further development and approval of authorised checklists for functions which require a high level of
legislative compliance; and

•

The development of a risk based training matrix to help ensure senior staff with the responsibility for
preventing, identifying and reporting breaches of legislation are offered relevant training to ensure
their knowledge of legislative requirements is maintained.
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4.0
4.1

Methodology
Review Methodology – Financial Management Review

The objective of this review is to assist the CEO of the Shire of Menzies to discharge responsibilities in respect
to Regulation 5(2)(c) of the Local Government (Financial Management) Regulations 1996 (as amended).
In carrying out our review, we undertook walkthroughs of key systems and procedures and performed limited
detailed testing procedures to identify weaknesses in the financial management system and report to the CEO
on the appropriateness and effectiveness of the control environment within the Shire, as required by Financial
Management Regulation 5(2)(c).
To this end we examined the following financial systems and procedures of the Shire.
•

Bank Reconciliations and Petty Cash Management;

•

Trust Fund;

•

Receipts/Receivables;

•

Rates;

•

Fees and Charges;

•

Purchases, Payments and Payables (including Purchase Orders);

•

Payroll;

•

Credit Card Procedures;

•

Fixed Assets (including acquisitions, disposal and depreciation);

•

Cost Allocations;

•

Administration Allocations;

•

Financial Reports; and

•

Budget.
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4.2

Review Methodology – Risk Management, Legislative Compliance and Internal
Controls

The primary goal of this review is to assist the CEO of the Shire of Menzies to establish the appropriateness
and effectiveness of the Shire of Menzies’ systems and procedures in relation to risk management, legislative
compliance and internal controls.
Internal controls are designed to treat risks and form part of the risk management process. Non-compliance
with legislation is one of the risks that would usually be identified as a consequence of applying a risk
management process.
The Australian Standard for Risk Management (ISO 31000:2018(E)) identifies three components in the
application of risk management, being Principles, Framework and Process, as set out in Diagram 1 below.
Diagram 1. Risk Management Principles, Framework and Process
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4.2

Review Methodology – Risk Management, Legislative Compliance and Internal
Controls (Continued)

In undertaking our review, we have applied the three ISO 31000:2018 framework components, as set out on
previous page, to the review topics (risk management, internal controls and legislative compliance). This
involves a process incorporating the five risk management framework components, Integration, Design,
Implementation, Evaluation and Improvement, into the review of systems and processes:
•

Identify the extent of leadership and commitment to the principles;

•

Assess the extent of integration of risk management within the Shire;

•

Assess the design of the current framework through an understanding of the Shire and the context
within which it operates (risk management, legislative compliance and internal controls) after
considering the overall context in which the review occurs;

•

Assess the implementation of the current framework;

•

Assess the extent of evaluation of the current framework and its effectiveness in supporting the Shire’s
objectives;

•

Assess the current framework and improvements to the suitability, adequacy and effectiveness of the
framework;

•

Review the current process for the Shire’s systematic application of policies, procedures and practices
to the activities of communicating and consulting, establishing context, assessing, treating,
monitoring, reviewing, recording and reporting risk, internal controls and legislative compliance; and

•

Report on the appropriateness and effectiveness of current systems and procedures.

This evaluation is based on interviews with key staff, review of requested documentation listed in the Appendix
and reference to any external audit reports or reviews previously conducted.

Minutes of Shire of Menzies Audit Committee Meeting held on Thursday 18 July 2019

78

5.0
5.1

Appropriate Framework
Risk Management, Internal Control and Legislative Compliance

The following framework was identified as being appropriate for risk management, internal control and
legislative compliance for the Shire of Menzies, after consideration of the current internal and external
influences.
Diagram 2. Risk Management, Internal Control and Legislative Compliance Framework

Improvement
Sections 4 - 8

Integration
Sections 4 - 8

Evaluation
Section 8

Design
Section 6

Implementation
Section 7

A high-level review of risk management systems, internal controls and legislative compliance was undertaken
which precluded detailed testing of all internal controls and legislative compliance.
The results of our review, as detailed on the following pages, are set out with reference to the structure of the
above framework. With assessment of the following areas:

Design

Implementation

Evaluation

6.1 Strategic Plans

7.1 Strategic and Operational Plans

8.1 Council and Audit and Risk Committee

6.2 Council Policies

7.2 Operational and Financial
Procedures

8.2 Strategic and Operational Registers

7.3 Human Resource Management and
Practices

8.3 Annual Compliance Audit Returns

7.4 Insurance

8.4 Complaint Handling
8.5 Audit Practices
8.6 Reviews Required by the CEO

Integration along with Leadership and Commitment were assessed within each of the elements of the
framework.
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6.0
6.1

Framework Design
Strategic Plans

The Shire of Menzies has adopted two key strategic documents, the Strategic Community Plan 2013-2023 and
the Corporate Business Plan 2014-2018. These plans identify the Council’s organisational objectives and key
outcomes, as the Shire progress on its stated aim “to be a prosperous, sustainable and dedicated community
in which all residents are able to participate in decision making and benefit from the Shire’s many opportunities
and resources”.
The Strategic Community Plan recognises the community’s aspirations and values through the following key
focus areas:
1. Sustainable local economy encouraged: The integration of economic, social, cultural and environmental
dimensions in the way the Shire develops;
2. Strong sense of community maintained: Effective community participation in significant decisions about the
Shire of Menzies’ direction and future;
3. Active civic leadership achieved: Leadership, transparency, accountability, proper management, effective
services, equitable access and organisational capacity building as well as the exchange of good practice,
support and mutual learning and partnerships with government and other stakeholders to progress the Shire
of Menzies; and
4. Heritage & Natural assets conserved: Commitment to the sustainable management of land use and
remaining conscious of the need to achieve a balance between the pressures of development and the
conservation of heritage and natural assets.
In seeking to achieve its objectives, the Shire of Menzies faces both inherent and business risks. Whilst striving
to fulfil expectations, it is also expected to meet compliance with numerous legislative requirements. To
manage these risks, the Shire has established various processes, systems and controls.
The Strategic Community Plan includes a section highlighting key challenges and risks considered during the
preparation of the Plan.
This review examines the appropriateness and effectiveness of the organisation’s risk management systems,
internal controls and legislative compliance in the context of the Shire striving to achieve its stated objectives.
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6.2

Council Policies

Whilst the operations of the Shire are the responsibility of the CEO, the Council is responsible for setting the
framework for operations via adopted Council policies. These policies represent an overarching framework
relevant to risk management, internal controls and legislative compliance and have been reviewed for
appropriateness and effectiveness.
In general, Council policies are well formulated and provide clear guidance regarding Council’s position on
certain matters. A list of policies reviewed is provided in Appendix B - Council Policies Examined. The table
below details areas for suggested improvement.

Policy

Purpose / Goal

Matters Identified / Improvements

1.1 Code of
Conduct

To provide guidance to
Council members,
committee members,
contractors and
employees of
enforceable rules and
requirements as
prescribed in relevant
legislation.

2.8 Risk
Management
Policy

Policy to set out the
Shire’s approach to
articulate its
commitment to Risk
Management.

Code of Conduct provides guidance on responsibilities with
regard to declarations of gifts. The guidance however omits
the disclosure requirements under sections 5.82 & 5.83 of
the Local Government Act 1995. In its current form, the
policy could confuse elected members and designated
employees of their obligations with disclosures required of
them.
Improvement:
Update the Code of Conduct to include guidance on
disclosure requirements referred to at sections 5.82 & 5.83
of the Local Government Act 1995, relating to disclosure of
gifts and contribution to travel for elected members and
designated employees.
The current Policy is based on a superseded Risk
Management Standard. An amended policy aligned to the
current Risk Management Standard ISO 31000:2018 has been
drafted and awaiting presentation to and consideration by
Council.
Improvement:
Adopt updated Policy aligned to the current Risk
Management Standard ISO 31000:2018.

3.4
Complaints –
Administrative
Policy

Policy to provide
guidance to the Shire’s
approach to managing
complaints.

The Policy does not provide for the handling of complaints
against the CEO. A complaints register is also required to be
maintained under the policy. Presently, the only complaints
register maintained is that required under section 5.121(1) of
the Local Government Act 1995.
Improvement:
Review and amend the policy to provide a mechanism for the
handling and resolution of complaints regarding the CEO.
Establish a complaints register as required under the policy,
or update the record keeping requirement of the policy.
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Policy

Purpose / Goal

Matters Identified / Improvements

Internal
Control Policy

A policy to evidence
Council’s commitment to
internal controls and
their importance to the
organisation.

Currently, no policy on internal controls has been adopted by
Council.

A policy to evidence
Council’s commitment to
legislative compliance
and its importance to the
organisation.

Currently, no policy on internal legislative compliance has
been adopted by Council.

Routine review of Policies
to help ensure they
remain current.

Policies are reviewed annually by Council to help ensure they
remain current. The ‘history’ (review / amendment) date
does not include revocation date where policies have been
reviewed and re-adopted. Individual policies read ‘adopted’
with two differing sequential dates. A history summary is
included at the rear of the policy manual with full review
history information.

Legislative
Compliance
Policy

Policy Review

Improvement:
Development and adoption of an Internal Control Policy will
help formalise Council’s commitment to internal controls,
based on risk management principles.

Improvement:
Development and adoption of an internal legislative
compliance policy will help formalise Council’s commitment
to legislative compliance.

Improvements:
Following review of Policies by Council, update the latest
‘history’ date on the Policy to provide an accurate record
of when the Policy was reviewed, amended and adopted.
4.5 Credit
Card Facilities

Policy to regulate the use
of Corporate Credit cards
issued to employees.

The Policy requires cardholders to bear the cost of any
charges deemed by Council to be of a personal nature. Under
the Local Government Act 1995 the Council has no
administrative authority (and so no authority) to determine
whether credit card charges are of a personal nature.
Improvements:
Update policy to reference appropriate officers to review
credit card statements and invoices for possible costs
incurred which are of a personal nature.

6.2
Harassment
and
Grievances
Policy

Policy and procedure to
set out the Shire’s
approach to managing
complaints of
harassment.

The current Policy provides direction where a complaint is
made against the CEO, in that it is to be lodged with the Shire
President. It does not provide clear direction as to how the
Shire President is to deal with complaints against the CEO.
Improvement:
Review and amend the policy to articulate how complaints
against the CEO are to be investigated, such as through the
engagement of independent persons to investigate.
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Policy

Purpose / Goal

Matters Identified / Improvements

4.2 Purchasing
and Tenders

Provide a best practice
approach and procedures
for purchasing.
Provide for compliance
with the Local
Government Act 1995
and Functions and
General Regulations
1996.
Ensure consistency for all
purchasing activities that
integrates within all the
Shire of Menzies
operational areas.

The Policy provides no direction in relation to contract
variations and extensions for contracts awarded or against a
written specification (i.e. those not issued by tender).
Extension of contracts and associated price changes are also
not covered by the Policy. For contracts awarded by tender,
legislation provides minimum requirements.
Purchasing limits for various officers are not defined within
the Purchasing Policy. They are defined under Policy 4.10
Financial Management – Payment of Accounts and
Purchasing Authority Limits.
Inconsistencies of tender thresholds are noted within Policy
4.2 and accompanying schedules.
The Policy does not provide purchasing requirements for
procurement of goods or services in accordance with the
exemptions under Local Government (Functions and General)
Regulations 1996 Regulation 11(2), regardless of the value of
expenditure. Although the policy allows this, the CEO is
required to have systems and procedures to ensure controls
exist for purchases made using these exemptions.
Improvements:
Amend the Policy to provide the following:
 Prohibit price variations to existing contracts awarded
by tender other than those provided within the original
contract, as required by Local Government (Functions
and General) Regulations 1996 Regulation 11(2) (j) (iv).
Procedures should also be developed for the
authorisation of variations allowed for by the
regulations.
 Purchasing requirements for the issuing of contract
variations and extensions for contracts not awarded by
public tender. Consideration should be given to
circumstances where the contract value increase over a
policy threshold level, due to the variation or extension.
 Define purchasing limits for officers who are able to
authorise purchase orders or contracts to procure
goods or services on behalf of the Shire by referencing
Council approved Policy 4.10 Financial Management –
Payment of Accounts and Purchasing Authority Limits.
 Review Policy 4.2 and update tender threshold limits
where inconsistencies exist.
 Insert quotation requirements for procurement of
goods or services made under the exemptions under
Local Government (Functions and General) Regulations
1996 Regulation 11(2).
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7.0
7.1

Framework Implementation
Strategic and Operational Plans

The Council has several strategic and operational plans which form the basis of entity level controls and entity
level risk assessments.
The Shire of Menzies has entered into a four year contract for the provision of shared statutory compliance
services with the Shires of Wiluna, Leonora and Laverton. This includes development and updates of existing
integrated planning and reporting (IPR) documents. The Shire is presently in the first year of this agreement.
A list of plans reviewed is provided in Appendix C - Plans Examined. The table below details areas for possible
improvement in relation to the plans examined.

Plan

Purpose / Goal

Matters Identified / Improvements

Business
Continuity
Plan

Plan to facilitate organised
decision-making in the
event of a major incident
impacting the Shire’s
ability to continue normal
operations.

A Business Continuity Plan is yet to be developed and
tested.

ICT Strategic
Plan

Plan to guide the future
development and delivery
of ICT services and address
the handling of ICT
disaster recovery.

An ICT Plan highlighting and addressing ICT risks and how
they are to be addressed was not available for inspection.

Improvement:
Develop a Business Continuity Plan and test to ensure
validity. Identify and document key business continuity
risks along with the treatments, to reduce the risk to an
acceptable level.

Presently IT support services and advice regarding
security etc is received from a number of contractors.
Agreements are in place with most consultants, with the
exception of one where no formal agreement exists.
Improvement:
Develop an ICT Strategic Plan identifying and
documenting key ICT risks along with the treatments to
reduce the risk to an acceptable level. (It is noted this is
scheduled to occur through the shared statutory
compliance group).
Careful development of a strategy will assist in
developing a scope to articulate service level agreements
for a range of IT services to be potentially issued to
different providers.

Asset
Management
Plan

Plan prepared to assist the
Shire to improve the way it
delivers services through
its infrastructure assets
such as roads, drainage,
footpaths, public open
space and buildings.

The Shire’s Asset Management Framework 2013-2017
was finalised in June 2013 which included the asset
management plan. The plan has not been reviewed since
it was finalised and is now out of date.
Improvement:
Progress the review / update to the asset management
plan and present to Council for adoption. (It is noted this
is scheduled to occur through the shared statutory
compliance group).
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Plan

Purpose / Goal

Matters Identified / Improvements

Strategic
Community
Plan

A community based plan
to guide the strategic
direction of the Shire.

The Strategic Community Plan has not had a major
review within four years as required by Local Government
(Administration) Regulations 1996 19C (4).
Improvement: To help ensure compliance and provide
sound planning direction to the organisation the Strategic
Community Plan should be reviewed every four years. (It
is noted this is scheduled to occur through the shared
statutory compliance group).

Corporate
Business Plan

Long Term
Financial Plan

A plan to guide the
internal operations of the
Shire in delivering services
to the community.

The Corporate Business Plan has not been reviewed
annually as required by Local Government
(Administration) Regulations 1996 19DA (4).

Financial report to achieve
the strategies set out in
the Council’s Strategic
Community Plan.

The Long Term Financial Plan has not been reviewed
since it was adopted. Although there is no documented
requirement for timing of reviews, it is a key tool (aligned
to the Corporate Business Plan and annual budget) for
ensuring financial sustainability.

Improvement: To help ensure compliance and provide
sound planning direction to the organisation, the
Corporate Business Plan should be reviewed annually. (It
is noted this is scheduled to occur through the shared
statutory compliance group).

Improvement:
Review the Long Term Financial Plan to monitor financial
sustainability and maintain effective alignment with IPR
documents. (It is noted this is scheduled to occur through
the shared statutory compliance group).
Workforce
Plan

Local
Emergency
Management
Arrangements
(LEMA)

Document to enable
appropriate planning of
the workforce to deliver
the Corporate Business
Plan, and consider
workforce implications of
the Strategic Community
Plan.

The Workforce Plan has not been reviewed since it was
adopted in 2012 and is now out of date.

To ensure that
arrangements for
emergency management
in the local government’s
district are prepared.

LEMA documentation was not available for inspection
during our review.

Improvement:
Review and update the Workforce Plan to maintain
effective alignment with IPR documents. (It is noted this
is scheduled to occur through the shared statutory
compliance group).

Improvement:
Ensure LEMA documentation is produced and issued as
required under the authority of S. 41(1) of the Emergency
Management Act 2005, endorsed by the Shire of Menzies
Local Emergency Management Committee (LEMC) and
tabled with the District Emergency Management
Committee (DEMC).
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7.2

Operational and Financial Procedures

In seeking to achieve its stated vision, the Shire of Menzies delivers a number of services to the community.
Meetings were undertaken with key staff in each of the areas of service responsibility, as well as examination
of documented processes, to determine the practices applied to issues of risk management, internal controls
and legislative compliance. A summary of the reviews undertaken to evaluate the controls is included at
Appendix C.
The Shire of Menzies has entered into a four year contract for the provision of shared statutory compliance
services with the Shires of Wiluna, Leonora and Laverton. This includes delivery of a ‘risk management support
package’ to comply with Regulation 17 of the Local Government (Audit) Regulations 1996. The Shire is
presently in the first year of this agreement.
Considering the number of services provided and the current staff resourcing, a risk based approach to the
prioritisation of the review and development of new procedures is recommended. The table below details
areas of suggested improvement in relation to policies and procedures examined.

Component

Purpose / Goal

Matters Identified / Improvements

Risk Management
Procedures

Procedures and practices to
set out a uniform approach
to the identification,
assessment, management,
reporting and monitoring of
risks.

Risk Management activities currently undertaken
are largely undocumented. A draft Risk
Management Strategy has been developed but has
not yet been considered by the Audit Committee.
Improvement:
Risk management procedures and process to be
developed in accordance with the latest risk
management standard (ISO 31000:2018). (It is
noted this is scheduled to occur through the shared
statutory compliance group).
Implement risk management procedures and
processes throughout the organisation.
Finalise draft Risk Management Strategy.

Procedure
Changes

Process to control and
manage change to
procedures.

Process for amending or changing procedures are
not formalised. This creates opportunities for
unilateral undocumented changes to procedures
and a breakdown in key controls.
Improvement:
Establish process for the development, review,
amendment and authorisation of procedures,
checklists and other internal control
documentation, to assist with managing changes to
procedures.
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Component

Purpose / Goal

Matters Identified / Improvements

Procurement
Tender
Assessment

Procedures for the
procurement of goods or
services, and to provide
probity for the
assessment of tenders
received.

The Shire sometimes uses a panel of officers identified by
the project officer, to assess the tenders and provide a
score against assessment criteria. Members of the panel
are expected to declare an interest if one exists.
Documented procedures are not in place to require the
declaration of interest and confidentiality to be signed prior
to tender submissions being passed over for inspection.
Improvement:
To help ensure probity and fairness when assessing
tenders, procedures for the declaration of interests
prior to assessing tender should be documented.

Procurement
Assessment

ICT Security

Procedures to provide
probity for the
assessment of
procurement options
received.

In certain cases, a panel is utilised to assess responses
to requests for quotations. We did not observe any
documented formal requirements when undertaking
these assessments.

Procedures and practices
to ensure the security of
IT information, systems
and data.

We noted from staff representations that controls exist
in relation to the access to IT systems, both physical
access to hardware and network access to software and
data. These controls are highly dependent on the
knowledge of the CEO.

Improvements:
To help support probity and fairness when assessing
responses to requests for quotation, the process
undertaken should be documented. The process to be
followed should require a higher level of probity and
due diligence, the higher the value or risk associated
with the purchase.

Improvement:
Undertake a comprehensive IT security review,
articulate current practices and implement findings of
the review.
Checklists

Checklists document the
completion of multiple
steps within an overall
process.

Checklists of key functions are maintained for selected
functions. Checklists were not maintained and
evidenced for all standard routine functions such as
end of month reconciliations and reporting across the
organisation.
Improvement:
Creation and maintenance of standard checklists may
assist in evidencing key points of control and serve as a
reminder. Checklists are of assistance in ensuring
compliance with repetitive legislative compliance tasks.
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Component

Purpose / Goal

Matters Identified / Improvements

Post Office
Operations

Controls in relation to
the operation of the Post
Office.

Accepting the procedures and processes of the Post
Office are largely governed by Australia Post, there is
limited review and oversight of operations by senior
management to ensure compliance with the Local
Government Act 1995, Shire policies and procedures in
relation to items such as procurement.
Improvements:
A full review of procedures and controls is required to
determine practical procedures for the operation and
oversight of the Post Office, to ensure compliance and
minimise risks.

Credit Card Usage

To enable purchases or
payments where normal
creditor facilities are not
available.

A policy exists guiding staff as to the appropriate use,
exclusions, and management of Shire credit cards. An
instance was noted where a creditor charged a portion
of accommodation to the Shire’s credit card which was
of a personal nature, despite a request from the staff
member to be separately billed for the personal portion
of the accommodation expense.
Improvement:
Controls were in place to detect this occurrence, which
was also reported by the officer in possession of the
credit card immediately. Records were maintained to
support the correspondence surrounding the event, as
well as documentary evidence that the personal
portion of the expenditure was repaid at the earliest
opportunity. These controls and practices are strongly
encouraged to continue.
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Component

Purpose / Goal

Matters Identified / Improvements

Tender
Assessment

Procedures to provide
probity for the
assessment of tenders
received.

No procedures were available for the assessment of
tenders against the selection criteria. We noted several
instances where a tender scope was developed by an
external consultant, who also undertook the only
assessment of the tender. No procedures or
correspondence were available to ensure the
independence of persons in assessing the tender. We note
the consultant who undertook the assessments is currently
engaged to oversee the works, review applications for
payment by the supplier and plan works to be undertaken.
Improvements: To help ensure probity and fairness when
assessing tenders, procedures for the process to be
undertaken in assessing tenders should be followed and
documented with at least three persons assessing the
tender independently of each other. Persons assessing any
significant procurement should be required to declare any
matters which may impact or be perceived to impact on
their independence.
For tenders already awarded, ensure dual reviews of
invoices submitted continues to occur by appropriately
authorised officers.

Procurement
Assessment

Procedures to provide
probity for the
assessment of
procurement options
received.

No formal requirements were documented when
undertaking assessments of major purchases.
Improvements: To help support probity and fairness, when
assessing responses to requests for quotation the process
undertaken should be documented. The level of probity
and due diligence processes to be followed should be
scaled depending on the value or risk associated with the
purchase, with the higher the value or risk, the higher the
level.
Purchases over $150,000 should be subject to the same
assessment procedures as those applied to tenders in
instances where an exemption from calling tenders exists.

Workflow
Diagrams

Workflow process
diagrams create a visual
representation of a
process, clearly
identifying key points of
control and
responsibility.

Workflow diagrams have not been compiled for
undocumented procedures.
Improvement:
In conjunction with, or as an alternative to, the
development of documented procedures and checklists,
update and development of workflow process diagrams
may assist in clearly identifying controls and processes
to be followed.
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Component
Documented
Procedures

Overhead &
Administration
Allocations

Purpose / Goal

Matters Identified / Improvements

Documented
procedures by officers
helps establish a
standard methodology
and identifies key
controls for processes
undertaken by officers.

Limited documented procedures currently exist. We noted
from staff representations, a number of procedures have
recently been developed by staff or intentions are to
develop procedures. This is encouraged.

To allocate indirect
costs in a practical and
efficient manner.

No process is currently in place to determine the
allocation of indirect costs. From staff representations,
current allocation rates are based on historical estimates
and reviewed informally during budget preparations each
year. No calculation method to support the allocations was
available.

Improvement: Opportunities exist to improve standard
operating procedures and ensure they are documented
with key controls clearly identified. Once these procedures
are developed and implemented, they require constant
monitoring for adherence and to ensure effectiveness.

Improvement:
Undertake a review of activity based costings to support
calculation of overhead and administration allocations.
Rates

Rates are correctly
imposed and rate
system is properly
maintained.

Limited testing was performed as no documented
procedures are currently in place for the reconciliation of
Synergysoft valuations to the rolls supplied by the VGO.
There is also no documented process to support recovery
of outstanding rates/charges, and review/authorisation of
valuations, modelling and billing.
Consultants (who provide software and support for the
Shire’s Synergysoft systems) perform annual rate billing,
however no evidence of authorisations and checks were
available for testing.
Improvement:
Presently, all reconciliations performed on the rating
system are against user generated data. Procedures
need to be established to ensure adequate
reconciliations are performed comparing data within
the Synergysoft system against data supplied by the
VGO.
Procedures also need to be articulated to demonstrate
appropriate controls and authorisations exist when
using third parties to assist with annual rates billing.
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Component
Fixed Assets
Register

Purpose / Goal
Fixed assets are
properly accounted for
and controls are
operating effectively

Matters Identified / Improvements
At the time of our review visit, the 2017-18 asset register
had not been rolled over, and no asset data had been
processed through the asset register for the 2018-19
period. Staff advised auditors performing the 2017-18
audit had directed staff not to roll the asset register over
until they were satisfied with 2017-18 asset revaluations.
Delays with completion of the 2017-18 audit has resulted
in no assets transactions being processed through the
asset register for nine months of the 2018-19 financial
period, increasing the risk of errors when 2018-19 asset
data transactions are eventually processed en masse.
Improvement:
Auditors do not determine the final decision to delay
rolling the asset register over. Corrections can made to
asset data (if required) through journal entries.
Management should consider rolling the asset register
over and processing 2018-19 asset transactions as soon
as possible.

End of Month
Processes

Processes for the
completion of tasks and
evidencing key points of
control

End of month processes appear to exist and from staff
representations are routinely performed, however there
was no evidence of procedures or review by an authorised
officer independent of preparing/collating documentation.
Improvement:
Review of reports prepared each month is a useful
mechanism to detect and rectify errors or anomalies
which may exist. It also provides an opportunity to
ensure staff are performing and reporting duties as
required. Management are strongly encouraged to
continue with the development of documented
checklists and procedures to demonstrate appropriate
controls and reviews are in place with monthly
reporting and procedures.

General Journal
Entries

Journals are processed
which are
independently reviewed
and approved.

Internal control procedures over general journals are
maintained for the level of operations. However the
manual journal file noted some journals prepared are not
signed by the authoriser to indicate independent review.
Improvement:
To help ensure that the journals entered are free from
error or manipulation, it is suggested an appropriately
authorised independent person is to review journals
entered, and all journals in the manual journal file
should be signed by the authoriser as evidence of
review.
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Component
Creditors Systems
and Processes

Purpose / Goal
Controls around the
changes to supplier
details within the EFT
payment system.

Matters Identified / Improvements
The Shire’s current process of changing supplier banking
details is inadequate, with no formal documented
procedures in place. We are aware of many incidents of
payment scams/frauds within the local government
industry in recent years. As a consequence of this activity,
controls around the changes to supplier details within the
EFT payment system are essential.
Improvement:
The process to assist officers with verifying changes of
supplier details should be documented and provided to
officers responsible with preparation and entry of
creditors invoices for approval for payment. This should
be supported with training/direction to remind staff of
the need to be ever vigilant, to exercise a level of
scepticism for all requests presented and, most
importantly, to raise a concern if there is any doubt
about the authenticity of a request for change of EFT
payment details.

Overdue Debtors

Timely collection and
recovery of outstanding
revenue.

No consistent reporting to management, or processes to
monitor and recover overdue debtor payments currently
exist, and our testing noted several small overdue
balances.
Improvement:
Create and document procedures to ensure a
transparent and consistent approach is applied to
overdue debtors.
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7.3

Human Resource Management and Practices

A number of components constitute the organisation’s human resource management practices and form an
essential element of risk management, internal control and legislative compliance. Each of these elements is
examined in the table below.

Component

Purpose / Goal

Matters Identified / Improvements

Staff Training

To ensure staff have access
to ongoing and appropriate
training.

Staff training needs are currently identified on an adhoc basis. We understand management wishes to
establish a more formal staff training structure.
Improvement:
Develop a staff training matrix to identify staff training
needs relevant to their role is important to ensuring it is
co-ordinated across the organisation.

Employee
Termination
Procedures

Procedures to ensure staff
physical and IT access is
removed and Shire assets
returned at the time of
departure.

No formal process or procedure is currently in place to
ensure the appropriate termination of employees.
Departmental managers are entrusted with
responsibility of ensuring Shire assets are returned,
however there is no structure in place to ensure that IT
permissions and security codes are changed, or for
Shire property (phones, vehicles, keys) to be returned
prior to the employee finishing with the Shire.
Improvement:
Establish procedures or checklists to manage and
document the termination of employees, ensuring
access to IT systems, etc. is appropriately restricted and
Shire assets are recovered.

Employee
Banking
Details

Process to reduce
opportunity for fraudulent
activity with electronic
banking.

Changes to bank account details must be authorised by
no less than two users.
New employees banking details are entered by the
payroll officer into Synergysoft, and details reviewed
and confirmed by the Manager Finance and
Administration. Checks are performed against the ABA
file when payroll is processed to ensure bank account
details have not been altered since the initial review
was performed, however minimal evidence of these
controls currently exist.
Improvement:
New employees banking details should continue to be
verified against the ABA file for their first pay.
Documented procedures to minimise risk of any
employee banking details being changed prior to
deposit of payroll and regular reviews of software audit
trails are encouraged.
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Component

Purpose / Goal

Matters Identified / Improvements

Payroll
Authorisation
& Audit Trails

Procedure to allow for
appropriate review and
approval of changes made
within the payroll system.

Limited review of changes made to employee details
and parameters is currently undertaken when each
payroll is processed. Reliance is placed on officers
responsible for processing and authorising payroll to
remember individual details and identify any errors
(such as deductions, superannuation contributions etc)
when reviewing payroll reports for authorisation for
payment.
Our limited testing noted some instances where the
timesheet of an employee was authorised by a spouse.
Minimal documented controls exist in relation to
authorisation and review of payroll by authorised staff.
Current practices do not include reconciliation of total
authorised payroll against the ABA file uploaded to the
bank for authorisation.
Improvement:
Procedures to minimise risk of unauthorised changes to
employee details and regular reviews of software audit
trails should be implemented. Where possible,
segregation of duties should exist where employees
responsible for processing payroll transactions are
unable to make changes to employee banking details.
Although it is not unusual in regional local governments
for family members to be employed and work together,
appropriate controls are required to ensure risks of
conflicts of interest are minimised. Segregation should
be in place to ensure officers tasked with reviewing and
authorising timesheets are not authorising the
timesheets of closely related employees.
Implement documented procedures to ensure
adequate controls are followed with regard to review
and authorisation of payroll, and reconciliation of final
fortnightly payroll reports against the ABA file.
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Component

Purpose / Goal

Matters Identified / Improvements

Payroll
Exception
Reporting

Procedures to assist with
accurate processing of
employee entitlements.

The officers responsible for processing and reviewing
payroll are tasked with review and capture of employee
entitlements, allowances, deductions, etc. Reliance is
placed on these officers to remember individual details
and identify any errors when reviewing payroll reports
for authorisation for payment. Staff have advised more
formal documentation/checklists are intended to be
created to assist with payroll processing, review and
authorisation.
Improvement:
A full review of procedures and controls is required to
determine practical procedures, documentation and
controls for the accurate processing of payroll each
fortnight. Details for each employee should be
reviewed against individual employment contracts to
capture allowances, deductions, entitlements etc, with
appropriate review and authorisation for accuracy.
Payroll exception reporting and review of audit trails
should be undertaken to capture anomalies or
unauthorised changes.

Staff
Contracts

To provide a documented
record of the terms and
conditions of each
employee’s contract of
employment.

Different forms of contract exist, with some employees
having a signed conditional offer of employment. Our
testing revealed that at least one employee has no form
of contract on file at all, and no documentation to
accurately support their current hourly rate of pay.
Improvement:
Ensure contracts of employment, defining roles,
responsibilities and remuneration, are signed by both
parties prior to employment commencing for all staff.
Undertake a review of all personnel and establish
contracts of employment for employees who do not
have one, documenting their conditions of
employment.
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7.4

Insurance

At present, the Manager Finance and Administration annually reviews the completeness of insurance, which
is presented to the Chief Executive Officer for final review. Discussions are also held with the insurers annually
and adjustments to policies and insurance levels made as considered appropriate. The insurance values of
buildings, plant and equipment are based on the three-yearly valuations of building assets undertaken by
registered valuers.

Component

Purpose / Goal

Matters Noted / Improvements

Contractor
Insurance

Insurance cover maintained by
contractors for damage caused
when undertaking works for
the Shire.

Contractors’ insurances are not assessed prior
to award of contracts in all cases. Reliance is
placed on contract managers to ensure copies of
insurances are provided.
Improvement:
To help ensure all contractors have the relevant
licences and have adequate insurance cover for
the works they undertake for the Shire,
procedures should be developed, and records
maintained to ensure copies of contractor’s
insurances are held on file.
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8.0

Framework Evaluation

Developing and implementing systems and procedures for risk management, legislative compliance and
internal controls into an organisation can be a time consuming and expensive exercise with the potential to
divert resources away from direct services. Considering the level of investment necessary to establish these
systems, actions to monitor their effectiveness are an essential practice.
Over time, the relevancy of established controls may change, their purpose may be forgotten, or technology
may offer a more efficient or effective way to achieve the initial goal. For these reasons, formal review
procedures are required to ensure the resources applied to maintaining these systems, practices and controls
are done so in the most efficient way.
Evidence of the monitoring of risk management, internal controls and legislative compliance is sourced from
Minutes of Meetings, Registers of Disclosures and reports reviewed.

8.1

Council and Audit and Risk Committee

Regular monthly financial statements and lists of payments, made in the intervening period between each
meeting, have been presented to the Council for review, as required by legislation. This provides the basis for
high level oversight of the expenditure transactions of the organisation.

Component

Purpose / Goal

Matters Noted / Improvements

Council and Audit
Risk Committee

Official record of proceedings
and decisions.

Identified risks and assessments are included
within agenda items for elected member
consideration, but not recorded in an
appropriate risk register.
Improvement:
Identified risks relating to a Council decision
communicated within the agenda item to be
appropriately recorded in a risk register.
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8.2

Strategic and Operational Registers

The Shire of Menzies has entered into a four year contract for the provision of shared statutory compliance
services with the Shires of Wiluna, Leonora and Laverton. This includes delivery of a ‘registers and records
service’ to comply with various legislative and regulatory requirements. The Shire is presently in the first year
of this agreement.
A number of registers are maintained by the Shire of Menzies. The table below details areas for possible
improvement in relation to these registers.

Register

Purpose / Goal

Matters Identified / Improvements

Risk Register

Provide a record of risk
breaches and remedial
action taken.

A risk register in relation to high rated risks was not
available to reflect identified risks, and if they have
been adequately treated.
Improvement:
Maintaining risk registers for all identified risks is
important to help ensure appropriate recording and
communication of high rated risks, along with
providing a record to enable the verification of
whether treatment plans have appropriately
reduced the risk. It was noted a draft risk register is
under development, continuation with this is
encouraged.

Investment
Register

Register of investments
held to evidence the nature
and location of all
investments and all
transactions in relation to
investments.

An investment register is routinely maintained to
evidence the nature and location of all investments
and all related transactions. It was noted during the
review the register had not been updated since 31
January 2019.
The register does not provide information /
evidence of the review and authorisation of
investments each month.
Improvement:
Recording the nature and location of all investments
and related transactions is required by Regulation 19
(2) of the Local Government (Financial Management)
Regulations 1996. Tracing of funds on maturity of
investments is essential and record of where funds are
transferred and who authorised the transfer should be
maintained within the register.
Maintaining printed copies of the investment
register, reviewed and authorised by a senior
manager independent of the control of the
investments, prevents subsequent amendment to
the register.
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Register

Purpose / Goal

Matters Identified / Improvements

Tender Register

Statutory register of
tenders called.

The tender register contains a record of officers
who were present when tenders were opened. Our
limited testing noted instances where tenders have
been opened by consultants engaged for project
management, without staff present.
Improvement:
Regulation 16(3)(a) of the Local Government
(Functions and General) Regulations 1996 requires
at least two employees of a local government to be
present when opening tenders, or one employee
and at least one person authorised by the CEO to
open tenders. Staff representations indicate the
practice of consultants opening tenders has ceased.

Delegation
Register

Statutory register of
delegations of authority.

Delegation 3.1 makes delegation to the Shire
President and Chief Bush Fire Control Officer to vary
prohibited or restricted burning times. The
delegation statement is not clear on the
requirements of those exercising the delegation as
provided under section 17 (7) (8) of the Bush Fires
Act 1954.
Delegation 3.4 includes a sub delegation by the CEO
to the Principal EHO/Building Surveyor. The
individual currently performing these duties is a
contractor sourced through the Shire of Leonora,
and is not an employee of Council, therefore cannot
be delegated authority under the Building Act 2011.
Delegation 4.1 makes reference to the EHO being
an employee of Council. Presently, the EHO is a
contractor seconded through the Shire of Leonora.
Improvement:
Review the delegation to ensure the requirements
under the Bush Fires Act 1954 are clear, particularly
point 2 of the delegation statement (remove
‘should’ and consider replacing with a less
ambiguous term).
Review and amend Delegation 3.4 to remove sub
delegation, ensuring delegation remains with
appropriately authorised officer of Council.
Review and amend Delegation 4.1 to reflect the
engagement of a contractor rather than an
employee.
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8.3

Annual Compliance Audit Returns (CAR)

Returns have been completed on a self-assessment basis and approved by Council each year. The CAR was
completed in house by staff in 2017. For the 2018 period, the return was prepared and completed by an
independent consultant (Moore Stephens) engaged by the Shire of Menzies.
No areas of non compliance were noted in 2017. Two areas of non-compliance were noted in relation to the
Annual Compliance Audit Return 2018, the first being maintenance of a notifiable gifts register. The register
was not maintained as no gifts had been declared as received, and therefore no entries existed. The second
area of non compliance related to a disclosure under section 5.70 (2) of the Local Government Act 1995 not
being properly made. A compliant gift register has since been established, and improved guidance/forms
relating to interest disclosures has been implemented by management.

8.4

Complaint Handling

Community complaints are recorded within the records management system and allocated to the relevant
manager to address. Complaints are routinely followed up to ensure they have been adequately addressed.
Further, an official Complaints Register as required under section 5.121 of the Local Government Act 1995 (i.e.
breaches of conduct by Councillors) is appropriately maintained.

Component

Purpose / Goal

Matters Noted / Improvements

Customer Complaints
Procedures

Procedures for the recording
handling and resolution of
customer complaints.

No procedures exist, or a customer complaints
register maintained to follow up and ensure all
complaints are adequately addressed. A register
is required to be maintained under the current
policy 3.4 Complaints – Administrative Policy.
Currently, customer complaints are entered and
managed through the records management
system. A complaints register is only maintained
where required under section 5.121(1) of the
Local Government Act 1995.
Improvement: To help ensure all complaints are
adequately resolved, a register of customer
complaints received should be maintained.
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8.5

Audit Practices

Council had appointed external financial auditors to the Shire of Menzies for the 2016-17 period, with the
2017-18 period being audited by the Office of the Auditor General (OAG). No items were raised during the
2016-17 period by the external auditors requiring improvement in relation to audit processes. At the time of
our review, the 2017-18 audit remained ongoing.
The table below details areas for possible improvement in relation to audit processes.

Component

Purpose / Goal

Matters Noted / Improvements

Internal Audit

Internal audit monitors the level
of compliance with internal
procedures and process along
with assessing the
appropriateness of these
procedures.

Currently, no internal auditors have been
appointed, and limited internal audit
functions have been undertaken.
Improvement:
We suggest that as the level of documented
procedures increases, an expanded internal
audit function to confirm adherence to
documented policies and procedures may be
required as recommended by the OAG to the
industry in their report to parliament on the
Audit of Local Government.
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8.6

Review required to be undertaken by the CEO

The CEO is required to undertake reviews of systems and procedures of the local government. The table below
presents matters noted in relation to these reviews.

Component

Purpose / Goal

Matters Noted / Improvements

Audit Regulation 17
Review

CEO’s review of the
appropriateness and
effectiveness of systems and
procedures for Risk
Management, Internal
Controls and Legislative
Compliance in accordance
with Regulation 17 of Local
Government (Audit)
Regulations 1996.

No evidence of a previous review was made
available.

Review of the appropriateness
and effectiveness of the
Financial Management
systems and procedures of the
local government required to
be undertaken every three
years by Regulation 5(2) of
Local Government (Financial
Management) Regulations
1996.

No evidence of a previous review was
available for review.

Financial
Management Review

Improvements:
Ensure the next review is undertaken within
the next three years as required by
legislation.

Improvement:
Ensure the next review is undertaken within
the next three years as required by
legislation.
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9.0

Other Matters

Disclaimer
The services provided in terms of this engagement comprise an advisory engagement, which is not subject to
assurance or other standards issued by the Australian Auditing and Assurance Standard Board and,
consequently no opinions or conclusions are intended to convey assurance either expressed or implied.
Moore Stephens, Perth, a Perth based partnership of trusts ("the firm"), carries on business separately and
independently from other Moore Stephens member firms around Australia and worldwide.
Services provided under this engagement are provided by the Firm and not by any other independent Moore
Stephens member firm. No other independent Moore Stephens member has any liability for services provided
by other members.
Throughout this document, a reference to Moore Stephens refers to Moore Stephens (WA) Pty Ltd trading as
agent ABN 99 433 544 961, an independent member of Moore Stephens International Limited – member in
principal cities throughout the world. The Perth Moore Stephens is not a partner or agent of any other Moore
Stephens firm.
Copyright
All rights reserved.
This report is prepared solely for the purpose set out in the proposal scope and is not to be used for any other
purpose or distributed to any other party without Moore Stephens prior consent. Any reliance placed by a
third party on the report is that party’s responsibility.
Moore Stephens
Level 15 Exchange Tower
2 The Esplanade
PERTH WA 6000
Phone +61 (0)8 9225 5355
Email rjbarnes@moorestephens.com.au
ABN
99 433 544 961
Document Date
Version:
Status:
Date:

2.0
Final
7 June 2019
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Appendix A – Financial Management Systems Review
The following reviews were undertaken to evaluate the appropriateness and effectiveness of financial
management system controls:

System

Description

Bank reconciliation and petty
cash management

Examination of procedures and review of maintenance and management
practices undertaken by staff

Trust funds

Examination of trust funds to determine proper accountability in the Shire’s
financial management system and compliance with regulatory requirements

Receipts and receivables

Examination of end of day banking procedures to determine if they were
adequate in ensuring cash collection is being recorded and allocated
properly to the general ledger. The receivables system including raising of
invoices was also reviewed with limited testing in respect to
allocation/posting

Rates

The Shire’s rating procedures were examined to determine if they were
adequate in ensuring rates were being imposed or raised correctly. This also
included inspection of the rate record, rate notices, instalment notices,
valuation reconciliations and general ledger. We randomly selected and
tested rate notices which included:
- sighting the notices;
- re-performing the calculations;
- ascertaining whether the valuations applied agree to Landgate’s valuation
roll/report and rates per dollar imposed are as per adopted budget;
- ensuring the rate system is properly updated; and
- checking proper posting to the general ledger

Purchases, payments and
payables (including purchase
orders)

Random selection of payment transactions to determine whether purchases
were authorised/budgeted and payments were supported,
certified/authorised and correctly allocated. The Shire’s purchases,
payments and payables system was also examined to determine if adequate
controls were in place in ensuring liabilities are properly recorded and
payments are properly controlled.
We are aware of many incidents of payment scams/frauds within the local
government industry during recent years. As a consequence of this activity,
we have had a specific focus on the controls around the changes to supplier
details within the EFT payment system

Payroll

A sample of eight employees were randomly selected from four pay runs and
detailed testing of each employee’s pay was performed to help ensure:
- the employee existed;
- the correct rate of pay was used;
- non-statutory deduction authorities are on hand;
- time sheets were properly completed and authorised;
- hours worked were properly authorised; and
- allocations were reasonable and correctly posted
The Shire’s payroll system was also reviewed to determine if adequate
controls were in place to help ensure wages and salaries are properly
processed and payments are properly controlled
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Description

System

Credit card procedures

Fixed assets (including
depreciation, acquisition, and
disposal of property)

A review of the Shire’s credit card procedures was performed to determine if
adequate controls were in place. We randomly selected and tested credit
card transactions to determine whether they are legitimate and usual in the
context of the Shire’s operations. This included:
- sighting tax invoices;
- ascertaining whether the transaction is for bona fide Shire business; and
- determining whether transactions are in line with the Shire’s policy
The fixed assets system including controls over acquisition and disposal of
assets, updating of the fixed assets register, depreciation of fixed assets and
reconciliation of the fixed assets register to the general ledger was examined.
A sample of asset additions and disposals were judgmentally selected and
testing performed to ensure:
- the tax invoices existed;
- correct posting to the general ledger;
- fixed assets register was promptly updated; and
- classification of assets was correct;
In addition, a sample of four assets were judgmentally selected and testing
performed to ensure the depreciation rates used are in line with the Shire’s
policy

Cost and administration
allocation

The Shire’s cost and administration allocation system was examined to
determine if indirect costs have been properly reallocated to various
jobs/programs. This included review of the allocation basis and rates used to
ensure they are appropriate and regularly reviewed

Financial reports

The annual report, annual financial report and monthly financial reports
were reviewed for compliance with legislative requirements

Budget

The 2018-19 budget document and documents surrounding budget
adoption were reviewed to ensure compliance with regulatory requirements
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Appendix B – Council Policies Examined
The Council Policies examined as part of the review were as follows:

Policy Topic

Policy Topic

1. COUNCIL / GOVERNANCE
1.1 Code of Conduct
1.2 Disclaimer
1.3 Shire Logos
1.4 Elected Members Records – Capture and
Management
1.5 External Organisations – Council
Representatives and Expenses
1.6 Recognition of Service – Elected Members

4. FINANCIAL MANAGEMENT
4.1 Annual Budget – Preparation Timetable
4.2 Purchasing and Tenders
4.3 Regional Price Preference

1.7 Enterprise Risk Management
1.8 Official Communication
2. ACCOUNTING / AUDIT
2.1 Valuation of Non-Current Assets
2.2 Capitalization of Assets
2.3 Annual Verification of Assets
2.4 Goods and Services Tax
2.5 Land under Roads
3. ADMINISTRATION / ORGANISATION
3.1 Policy Manual – Changes to be Authorised
3.2 Conferences, Meetings & Training –
Attendance and Expenses
3.3 Legal Representation Costs Indemnification
3.4 Complaints – Administrative
3.5 Professional Advice
3.6 Information Technology – Access and Use
3.7 Staff Recruitment – Permanent, Part and
Fulltime
3.8 Ordinary Council Meetings
3.9 Meeting Venue
3.10 Agenda Format / Officer’s Reports
3.11 Council Forums / Briefing Sessions
3.12 Annual Performance – Chief Executive Officer

4.4 Donations, Sponsorship and Contributions
4.5 Credit Card Facilities
4.6 Debt Recovery – Outstanding Rates and
Sundry Debtors
4.7 Creditors – Preparation for Payment
4.8 Petty Cash and Till floats
4.9 Investments
4.10 Financial Management – Payments of
Accounts & Purchasing Authority Limits
4.11 Rating Strategy
5. PERSONNEL
5.1 Acting Chief Executive Officer
5.2 Designated Staff
5.3 Staff – Pre-employment requirements
5.4 Equal Employment Opportunity
5.5 Emergency Services – Call Outs Affecting
Work Hours
5.6 Staff – Salary Sacrifice
5.7 Superannuation
5.8 Gratuitous Payments to Employees
5.9 Leave Accruals – Annual and Long Service
5.10 Employees – Housing Allowance
5.11 Employees – Loyalty Pay
5.12 Local Government Industry Award
5.13 Relocation Expenses
5.14 Social Media Policy
5.15 Use of Mobile Phones and GSP Satellite
Devices
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Policy Topic

Policy Topic

6. OCCUPATIONAL HEALTH AND SAFETY
6.1 Occupational Health and Safety

12. WORKS, PLANT AND EQUIPMENT
12.1 Plant Replacement
Policy Schedule 12.1 – Plant Replacement Cycles
12.2 Shire Plant, Vehicles and Equipment

6.2 Harassment and Grievances
Policy Schedule 6.2(a) – Harassment Policy
Policy Schedule 6.2(b) – Complaints / Grievance
Procedure
6.3 Personal Protection Equipment and Uniforms
6.4 Fitness for Work
Policy Schedule 6.4(a) – Fitness for Work
Procedures
Policy Schedule 6.4(b) – Drug Testing / Additional
Information
7. LAW, ORDER AND PUBLIC SAFETY
7.1 Dog Act – Enforcement
7.2 Bush Fires Act – Enforcement
7.3 Impounded Goods
7.4 Closed Circuit Television System
8. ENVIRONMENTAL HEALTH
8.1 Compulsory Waste Collection Service
9. HOUSING
9.1 Shire Accommodation – Rental Charges
9.2 Shire Housing – Tenancy Conditions
9.3 Shire Housing – Inspections
10. NATURAL RESOURCE MANAGEMENT
10.1 Collection of Native Flora and Fauna
10.2 Tree Policy
11. PUBLIC FACILITIES
11.1 Council Facilities – Alcohol Consumption
12. WORKS, PLANT AND EQUIPMENT

12.3 Stock Grids

12.4 Road Train Permits
12.5 Private Works
12.6 Retention of Stock Grids
13. BUILDING / DEVELOPMENT
No Policies in this Section
14. UNCLASSIFIED
14.1 Flying of Australian Flag
14.2 Political and Elections Roadside Advertising
HISTORY SUMMARY
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Appendix C – Plans Examined
The Plans examined as part of the review were as follows:

Plan

Status

Strategic Community Plan

2013-2023 (reviewed July 2015)

Corporate Business Plan

2014-2018 (reviewed July 2015)

Asset Management Framework

2013-2017

Long Term Financial Plan

2014-2029

Workforce Plan

2013-2017

Code of Conduct

Reviewed 30 August 2018
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Appendix D – Strategic and Operational Registers Examined
The registers examined as part of the review were as follows:

Register
Declarations of Interest Register
Tender Register 2018-19
Gifts and Travel Register
Complaints Register (s5.121 Local Government Act 1995)
Delegation Register (reviewed 29 March 2018)
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Appendix E – Operational Guidelines
Risk Management
The internal control and risk management systems and programs are a key expression of a local government’s
attitude to effective controls. Good audit committee practices in monitoring internal control and risk
management programs typically include:
Reviewing whether the local government has an effective risk management system and that material operating
risks to the local government are appropriately considered;
Reviewing whether the local government has a current and effective Business Continuity Plan (including disaster
recovery) which is tested from time to time;
Assessing the internal processes for determining and managing material operating risks in accordance with the
local government’s identified tolerance for risk, particularly in the following areas:
o

potential non-compliance with legislation, regulations and standards and local government’s
policies

o

important accounting judgements or estimates that prove to be wrong

o

litigation and claims

o

misconduct, fraud and theft

o

significant business risks, recognising responsibility for general or specific risk areas, for example,
environmental risk, occupational health and safety, and how they are managed by the local
government

Obtaining regular risk reports, which identify key risks, the status and the effectiveness of the risk management
systems, to ensure that identified risks are monitored and new risks are identified, mitigated and reported;
Assessing the adequacy of local government processes to manage insurable risks and ensure the adequacy of
insurance cover, and if applicable, the level of self-insurance;
Reviewing the effectiveness of the local government’s internal control system with management and the
internal and external auditors;
Assessing whether management has controls in place for unusual types of transactions and/or any potential
transactions that might carry more than an acceptable degree of risk;
Assessing the local government’s procurement framework with a focus on the probity and transparency of
policies and procedures/processes and whether these are being applied;
Should the need arise, meeting periodically with key management, internal and external auditors, and
compliance staff, to understand and discuss any changes in the local government’s control environment; and
Ascertaining whether fraud and misconduct risks have been identified, analysed, evaluated, have an
appropriate treatment plan which has been implemented, communicated, monitored and there is regular
reporting and ongoing management of fraud and misconduct risks.
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Legislative Compliance
‘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:
a) Monitoring compliance with legislation and regulations
b) Reviewing the annual Compliance Audit Return and reporting to Council the results of that review
c) Staying informed about how management is monitoring the effectiveness of its compliance and making
recommendations for change as necessary
d) Reviewing whether the local government has procedures for it to receive, retain and treat complaints,
including confidential and anonymous employee complaints
e) Obtaining assurance that adverse trends are identified and review management’s Plans to deal with
these
f)

Reviewing management disclosures in financial reports of the effect of significant compliance issues

g) Reviewing 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
h) Considering the internal auditor’s role in assessing compliance and ethics risks in their Plan;
i)

Monitoring the local government’s compliance frameworks dealing with relevant external legislation
and regulatory requirements

j)

Complying with legislative and regulatory requirements imposed on audit committee members,
including not misusing their position to gain an advantage for themselves or another or to cause
detriment to the local government and disclosing conflicts of interest

Internal Controls
Internal controls are systems of policies and procedures that safeguard assets, ensure accurate and reliable
financial reporting, promote compliance with laws and regulations and achieve effective and efficient
operations.
These systems not only relate to accounting and reporting but also include communication processes both
internally and externally, staff management and error handling.
Operational Guidelines prepared by the Department of Local Government and Communities (Audit in Local
Government number 09 September 2013) provide the background to Internal Controls in the context of this
review as follows:
‘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.
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Internal Controls (continued)
An effective and transparent internal control environment is built on the following key areas:
k) integrity and ethics;
l)

policies and delegated authority;

m) levels of responsibilities and authorities;
n) audit practices;
o) information system access and security;
p) management operating style; and
q) human resource management and practices.
Internal control systems involve policies and procedures that safeguard assets, ensure accurate and reliable
financial reporting, promote compliance with legislation and achieve effective and efficient operations and may
vary depending on the size and nature of the local government.
Aspects of an effective control framework will include:
a) delegation of authority;
b) documented policies and procedures;
c) trained and qualified employees;
d) system controls;
e) effective Policy and process review;
f)

regular internal audits;

g) documentation of risk identification and assessment; and
h) regular liaison with auditor and legal advisors.
The following are examples of controls that are typically reviewed:
a) separation of roles and functions, processing and authorisation;
b) control of approval of documents, letters and financial records;
c) comparison of internal data with other or external sources of information;
d) limit of direct physical access to assets and records;
e) control of computer applications and information system standards;
f)

limit access to make changes in data files and systems;

g) regular maintenance and review of financial control accounts and trial balances;
h) comparison and analysis of financial results with budgeted amounts;
i)

the arithmetical accuracy and content of records;

j)

report, review and approval of financial payments and reconciliations; and

k) comparison of the result of physical cash and inventory counts with accounting records.
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7

ELECTED MEMBERS MOTION OF WHICH PREVIOUS NOTICE HAVE
BEEN GIVEN
There were no Elected Members motions of which previous notice had been given.

8

NEW BUSINESS OF AN URGENT NATURE INTRODUCED BY DECISION
OF THE MEETING
There was no new business of an urgent nature introduced by Decision of the
Meeting.

9

ITEMS FOR CONSIDERATION BEHIND CLOSED DOORS
There were no items for consideration behind closed doors.

10

NEXT MEETING
The next meeting of the Audit Committee is yet to be announced.

11

CLOSURE OF MEETING
President Cr Greg Dwyer declared the Meeting closed at 06:15 PM

I,
hereby certify that the Minutes of the Audit
Committee Meeting held 28 February 2019 are confirmed as a true and correct record,
as per the resolution of Audit Committee Meeting held 18 July 2019.

Signed:

Dated: 28 February 2019
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