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6.3 Annual Report and Financial Report (Audited) for the Year Ended 30 June 2020 (inclusive 
of Independent Auditor’s Report) 

File ref F/AUD1 
Prepared by Peter Kocian, Executive Manager Corporate Services 
Supervised by Gary Tuffin, Chief Executive Officer 
Meeting Date: 27 January 2021 
Voting requirements Absolute Majority  
Documents tabled Nil 
Attachments 1. Annual Report for the Year Ended 30 June 2020 including Annual

Financial Report (Audited)
2. Interim Audit Findings for the Year Ended 30 June 2020

(Confidential)
3. OAG correspondence including Final Audit Findings for the year

ended 30 June 2020 (Confidential)

Purpose 
The purpose of this report is for Council to: 

receive the Annual Report and Annual Financial Report (Audited) for the year ended 30 June 
2020 
consider matters raised in the Audit Reports 
set a date for the Annual Electors’ Meeting 

Executive Summary 
The 2019/20 Annual Report reflects the achievements of the Town of the previous financial year. 
Acceptance of this Report allows the setting of the date of the Annual Electors’ Meeting. 

Section 6.4 of the Local Government Act 1995 requires local governments to prepare an annual 
financial report for the preceding financial year. The financial report is to be prepared and presented 
in the manner and form prescribed in the Local Government (Financial Management) Regulations 
1996. Local Governments are required to submit the annual financial report to its auditor by the 30 
September. 

Background 
The 2019/20 audit timeline included field work from the 26 October – 20 November. An exit meeting 
was held on the 11 December 2020, receipt of signed financials and representation letter on 17 
December 2020, and issue of audit opinion on 22 December 2020. 

Part 7 of the Local Government Act 1995 deals with matters specific to the conduct of local 
government audit. Section 7.12A requires that a local government do the following amongst other 
things: 

Examine the audit report; 
Determine if any matters raised by the audit report, require action to be taken; 
Ensure that appropriate action is taken in respect of those matters; 
Prepare a report addressing any matters identified as significant by the auditor in the audit 
report, and stating what action the local government has taken or intends to take with respect 
to each of those matters; 
Provide a copy of that report to the Minister within 3 months after the audit report is received 
by the local government; and 
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Within 14 days after a local government gives a report to the Minister, the CEO must publish 
a copy of the report on the local government’s official website. 

The Annual Report provides general information about the Town’s activities and highlights during the 
year under review and reports on the progress of activity and priorities as determined in the 2017-
2027 Strategic Community Plan. 

Consultation 
Chief Executive Officer 
Manager Finance and Administration 

Statutory Environment 
Annual Financial Statements 
Part 7 of the Local Government Act 1995 and the Local Government (Audit) Regulations 1996 applies 
to audit in local government. 

After the annual financial report has been audited, the CEO is to sign and append to the report a 
declaration. A copy of the annual financial report is then to be submitted to the Departmental CEO 
within 30 days of the receipt by the local government’s CEO of the auditor’s report on that financial 
report. The annual financial report was transmitted via email to the Department on 23 December 2020. 

Annual Report 
Under s5.54 of the Local Government Act 1995, the annual report for a financial year is to be accepted 
by the local government no later than 31 December after that financial year. If the auditor’s report is 
not available in time for the annual report to be accepted by this date, the annual report is to be 
accepted no later than two months after the auditor’s report becomes available. 

Under s5.27(2), an electors’ general meeting is to be held on a day selected by the local government 
but no more than 56 days after the local government accepts the annual report for the previous 
financial year. 

Local Governments are required to publish the annual report, including audit reports, on their website 
within 14 days after the report has been adopted by Council. 

Annual Electors’ Meeting 
Under s5.29 of the Local Government Act 1995, a local government must give at least 14 days’ local 
public notice of the date, time, place and purpose of the meeting  

Policy Implications 
The Department of Local Government has published Operational Guideline No. 9 Audit in Local 
Government that covers the appointment, functions and responsibilities of Audit Committees. 

Financial Implications  
The Town accrued expenditure of $41,384 in audit fees for 2019/20. The Office of Auditor General has 
confirmed the following fees: 

- Annual Audit Fees $37,780
- Roads to Recovery Annual Report Audit Fee $1,250
- Better Bins Program Audit Fee $1,250
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Risk Implications 

Risk Matrix 

A risk is often specified in terms of an event or circumstance and the consequences that may flow 
from it. An effect may be positive, negative or a deviation from the expected and may be related to 
the following objectives; occupational health and safety, financial, service interruption, compliance, 
reputation and environment. A risk matrix has been prepared and a risk rating is provided below. Any 
items with a risk rating over 16 will be added to the Risk Register, and any item with a risk rating over 
16 will require a specific risk treatment plan to be developed. 

Risk Rating 9 
Does this item need to be added to the Town’s Risk Register No 
Is a Risk Treatment Plan Required No 

Strategic Implications 
Strategic Priority 5 – Leadership and Governance 
5.1 Strengthen organisational accountability and transparency 
5.3 Strive for excellence in leadership and governance 

Comment 
The Independent Auditor’s Report is appended to the Annual Financial Report. The Auditor has 
provided the opinion that the financial report of the Town of East Fremantle: 

(i) Is based on proper accounts and records; and
(ii) Fairly represents, in all material respects, the results of the operations of the Town for the 

year ended 30 June 2020 and its financial position at the end of that period in accordance
with the Local Government Act 1995 and, to the extent that they are not inconsistent with
the Act, Australian Accounting Standards.

Risk 

Risk 
Likelihood 
(based on 
history & 
with 
existing 
controls) 

Risk Impact / 
Consequence 

Risk Rating 
(Prior to 
Treatment or 
Control) 

Principal Risk 
Theme 

Risk Action Plan 
(Controls or 
Treatment 
proposed) 

That the Town 
receives a 
qualified audit 
report Possible (3)  Moderate (3) 

Moderate (5-
9)  

Reputation/Compl
iance 

Control through 
robust internal 
controls and staff 
development  

   Consequence 

Likelihood 

Insignificant Minor Moderate Major Extreme 

1 2 3 4 5 

Almost Certain 5 Moderate (5) High (10) High (15) Extreme (20) Extreme (25) 
Likely 4 Low (4) Moderate (8) High (12) High (16) Extreme (20) 
Possible 3 Low (3) Moderate (6) Moderate (9) High (12) High (15) 
Unlikely 2 Low (2) Low (4) Moderate (6) Moderate (8) High (10) 
Rare 1 Low (1) Low (2) Low (3) Low (4) Moderate (5) 
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The Auditor has however raised two (2) ‘significant’ matters that meet the review and reporting 
requirements of section 7.12A (3)(4) of the Local Government Act 1995. These matters are listed 
below, along with management comment. This agenda report is to be provided to the Minister and 
will be published on the Town’s website as per requirements. 

Significant Finding 1 
The following material matter indicates a significant adverse trend in the financial position of the 
Town: 

a. The Operating Surplus Ratio as reported in Note 34 of the annual financial report is below the
Department of Local Government, Sport and Cultural Industries’ standard for the past three
financial years.

Management Comment 
This material matter was also reported in the independent auditor’s report for last year. Management 
comment is repeated below. 

Council adopted a 15-year Strategic Resource Plan (combined asset management and long-term 
financial plan) at its ordinary meeting of May 2019. Section 5.11 of this document discusses the 
forecast operating ratios from 2019-2034. The Operating Surplus Ratio is not projected to meet the 
Department’s standard of 1.00% until the 2028-29 financial year. Council is aware of this, with the 
following comment provided in the agenda report of May 2019: 

Council has a legislative requirement to comply with the principles of sound financial management, of 
which a key component is the preparation of a Long-Term Financial Plan. The Office of Auditor General 
is also required to undertake a performance audit of adverse financial trends in the financial position 
or the financial management practices of the local government. This will be limited a high-level 
assessment of whether the 7 financial ratios reported in the notes to the financial report achieved the 
standards set by the Department of Local Government, Sport and Cultural Industries. Council therefore 
needs to be cognizant of the ratio analysis included in the Forecast Financial Statements as 3 of the 
ratios are below benchmark. 

A number of assumptions underpin the Strategic Resource Plan, including a 3% annual rate increase. 
Every endeavour will be made to ensure operating revenue grows at a faster rate than operating 
expenditure in order to achieve an improved Operating Surplus Ratio.  

Additional Comment: A local government working group has been established to review the rationale 
and calculations of each of the statutory ratios and provide recommendations to the Department. 
Changes are being proposed to each of the ratios including the Operating Surplus Ratio. The working 
group consensus is that the ratio is flawed as it excludes recurrent grants that are tied to expenditure. 
This is the case for the Town of East Fremantle whereby we are required to include operating 
expenditure associated with the delivery of CHSP services in the numerator of the ratio but exclude 
the annual grant revenue in the denominator. This results in an unfavourable ratio. 

The following are material matters identified by the Auditor indicating non-compliance with Part 6 of 
the Local Government Act 1995, the Local Government (Financial Management) Regulations 1996 or 
applicable financial controls of any other written law. 
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Significant Finding 2 
Access controls over a key application of the Town were inadequate to contribute to appropriate 
segregation of duties. This could lead to inappropriate use of the application; however, our audit 
testing did not identify any such instances. 

Management Comment 
1. A review of user access has been completed and new permissions implemented. Screen shots

of all changes have been provided to the Office of auditor General.
2. New user groups have been established to inform access levels. The ‘New User’ IT form now

includes a check box to assign permission levels.

Regulations require the auditor, where appropriate, to prepare a management report to accompany 
the auditor’s report. Although there is no legislative requirement for the auditor to prepare a 
management report unless deemed appropriate, local governments may wish to require the auditor 
to prepare a report on all issues identified during the audit. 

The audit findings from the interim and final audit are contained in attachments 2 and 3 to this report 
and will be incorporated into the standing status report that is presented to the Audit Committee for 
ongoing monitoring. 

Taking into account the 14 day local public notice, it is proposed to hold the Electors’ Meeting on 
Wednesday, 24 February 2021. 

6.3  OFFICER RECOMMENDATION/COUNCIL RESOLUTION 030121 

Moved Cr Natale, seconded Cr A McPhail  

The Council: 

1. accept the Annual Report for the Year Ended 30 June 2020, inclusive of the Annual Financial
Report and Independent Auditor’s Report.

2. receive the audit findings for the year ended 30 June 2020 as contained in confidential
attachments 2 and 3;

3. note the ‘significant’ matters raised in the Independent Auditor’s Report, and the
Management Comment, as discussed in the body of this agenda report.

4. request that the Chief Executive Officer submit a copy of this agenda report and minutes to
the Minister, within 3 months from the date of the Independent Auditor’s Report (i.e. 3
months from 22 December 2020).

5. request that a copy of this agenda report and minutes be published on the Town of East
Fremantle website, within 14 days of the report being provided to the Minister.

6. hold the Annual Electors’ Meeting on Wednesday, 24 February 2021.

(CARRIED ABSOLUTE MAJORITY/UNANIMOUSLY} 
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