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Disclaimer
Whilst Council has the p
basis of such i
course of the me
Persons should be a t the provisions of the Local Government Act 1995 (section 5.25 I) establish procedures for revocation or rescission of a
Council decision. No person should rely on the decisions made by Council until formal advice of the Council decision is received by that person.

to Ive such items and may in fact, appear to have done so at the meeting, no person should rely on or act on the
y advice or information provided by a member or officer, or on the content of any discussion occurring, during the

The Town of East Fremantle expressly disclaims liability for any loss or damage suffered by any person as a result of relying on or acting on the basis
of any resolution of Council, or any advice or information provided by a member or officer, or the content of any discussion occurring, during the
course of the Council meeting.

Copyright

The Town wishes to advise that any plans or documents contained within the Minutes may be subject to copyright law provisions (Copyright Act
1968, as amended) and that the express permission of the copyright owner(s) should be sought prior to their reproduction.
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MINUTES

1 DECLARATION OF OPENING OF MEETING/ANNOUNCEMENTS OF VISITORS

The CEO declared the meeting open at 6.07pm.

2 ACKNOWLEDGEMENT OF COUNTRY

S (]
er: g poresent and

emerging.”

3 RECORD OF ATTENDANCE

3.1 ATTENDANCE

The following members were in attendance:

Cr M Wilson Presiding Chair
Mayor J O’Neill

Cr A McPhail

Cr T Natale

The following staff were in attendar

Mr J Throssell
Mr P Kocian
Mr P Garoni
Mrs B Browning i Secretary

3.2 APOLOG
Cr A Whit
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4 ELECTION OF PRESIDING PERSON

PURPOSE

The Chief Executive Officer advised that following the appointment of members to the Committee after the
October 2023 Elections, it was now necessary to call for nominations as Presiding Member and Deputy
Presiding Member.

EXECUTIVE SUMMARY
Nominations are sought in writing for the position of Presiding Member and Deputy Presiding Member.

BACKGROUND
Clause 5.8 of the Audit Committee Terms of Reference states that the Presiding M
Presiding Member will be appointed by the Audit Committee, biennially by ele
members after the Ordinary Local Government Election.

CONSULTATION
Chief Executive Officer

STATUTORY ENVIRONMENT

Section 5.12 of the Local Government Act 1995 deals with
the members of the committee are to elect a presidig@ memberan
amongst themselves in accordance with Schedule ifision 1%

jon of presiding members and deputies —
eputy presiding member from

same manner as for the local government
e Local Government Act 1995 mean that the
rential’ method.

This procedure requires the election to be conduc
elections; a key change resulting from ame
method of voting to be used is the ‘o

The details are as follows:
(1) The council is to eleet a coundillor (other than the mayor or president) to fill the office.

(2) The election is te,be‘eanducted in accordance with the procedure prescribed by the mayor or
president, or if h t present, by the CEOQ.

“n

(3) jce are to be given to the person conducting the election in writing before the
g the meeting before the close of nominations.
(3a) at the meeting at a time announced by the person conducting the election, which

(4) If a councillor is nominated by another councillor the person conducting the election is not to accept
the nomination unless the nominee has advised the person conducting the election, orally or in
writing, that he or she is willing to be nominated for the office.

(5) The council members are to vote on the matter by secret ballot as if they were electors voting at an
election.

(6) Subject to clause 9(1) the votes cast under subclause (5) are to be counted, and the successful
candidate determined, in accordance with Schedule 4.1 as if those votes were votes cast at an
election.

(7) As soon as is practicable after the result of the election is known, the person conducting the election
is to declare and give notice of the result in accordance with regulations, if any.
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9. Votes may be cast a second time

(1) If, when the votes cast under clause 8(5) are counted, there is an equality of votes between 2 or more
candidates who are the only candidates in, or remaining in, the count, the count is to be discontinued
and, not more than 7 days later, a special meeting of the council is to be held.

(2) Any nomination for the office may be withdrawn, and further nominations may be made, before or
when the special meeting is held.

(3) When the special meeting is held the council members are to vote again on the matter by secret
ballot as if they were voting at an election.

(4) The votes cast under subclause (3) are to be counted, and the successful candidate determined, under
Schedule 4.1 as if those votes were votes cast at an election

Division 3 of Schedule 4.1A of the Act provides how votes are to be counted and how t6'a in results in

a one office election.

2.

(1)

(2)

(1)
(2)

(1)

(2)

One office election: 2 candidates

If there are only 2 candidates in a one office election —

If the candidates have the same number of first- e votes, the returning officer must draw
lots in accordance with regulations to determifie whi didate is elected.

One office election: 3 or more candida
Clauses 4 and 5 apply if there are idates in a one office election.
Count of first-preference v

The first-preference 0 didate must be counted.
A candidate is elected if the number of first-preference votes for the candidate exceeds 50% of the

(b) as necessary, must be repeated until a candidate is elected under subclause (3).

Notes for this subclause:

1. Subclauses (4) to (6) supplement subclauses (2) and (3) for cases where candidates have the same number of
votes.

2. Subclauses (7) and (8) explain how the terms ballot paper and continuing candidate are used in this clause.

The process is as follows —

a. exclude the candidate (the excluded candidate) with —
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i. if this process is being followed for the first time — the fewest first-preference
votes; or

ii. if this process is being repeated — the fewest votes on the last count under
paragraph (d);

b. set aside as exhausted any ballot paper of the excluded candidate that contains —

i. no preference votes at all; or
ii. no preference votes for any continuing candidates;

c. transfer any remaining ballot papers of the excluded candidate that indicate the next
available preference for a particular continuing candidate to that continuing candidate;

d. count the number of votes for each of the continuing candidates by
following —

i. the number of first-preference votes for the co
ii. if this process is being followed for the first tim

jii. if this process is being repeated — theitot

(3) A continuing candidate is elected if, on a count un
continuing candidate exceeds 50% of the totalflnumb he votes for continuing candidates.

(4) Subclause (6) applies if subclause (2)(a) €ann herwise be applied because, as the case requires —

(a) 2 or more candidates have the
fewer first-preference votes); of

of first-preference votes (no other candidates having

(5) Subclause (6) also jes i clause (3) cannot otherwise be applied because —

(a) there are on g candidates in a count under subclause (2)(d); and
(b) on th ntinuing candidates have the same number of votes.

(6) The retur
requires

icer must draw lots in accordance with regulations to determine, as the case
(a) the candidate to be excluded; or
(b) the continuing candidate to be elected.

(7) For the purposes of the process in subclause (2), a ballot paper is a ballot paper of the excluded
candidate if either of the following applies —

(a) the ballot paper contains a first-preference vote for the excluded candidate;

(b) the process is being repeated and the ballot paper was transferred to the excluded candidate
under subclause (2)(c) on a previous occasion.
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(8)

neither of the following applies —

(a) the candidate is the excluded candidate;
(b) the process is being repeated and the candidate was excluded under subclause(2)(a) on a
previous occasion.”

EAST FREMANTLE

For the purposes of the process in subclause (2), a continuing candidate is a candidate to whom

POLICY IMPLICATIONS
There are no Council Policies relevant to this item.

FINANCIAL IMPLICATIONS
There are no Financial Implications relevant to this item.

STRATEGIC IMPLICATIONS

Town of East Fremantle Strategic Community Plan 2020-30

5.3 Strive for excellence in leadership and governance.

RISK IMPLICATIONS

RISKS
Risk Risk Risk Impa Principal Risk Risk Action
Likelihood Consequen (Prior to Theme Plan (Controls
(based on reatment or or Treatment
history & with ontrol) proposed)
existing
controls)
The election of the Unlikely (2) Moderate (5- | COMPLIANCE Manage by
Presiding Person 9) Some CEO
and Deputy temporary non- | conducting
Presiding Person is compliance the election
not conducted in process....
accordance with
LGA
RISK MATR
Consequence Insignificant Minor Moderate Major Extreme
Likelihood 1 2 3 4 3
Almost Certain 5 Moderate (5) High (10) High (15)
Likely 4 Low (4) Moderate (8) High (12) High (16)
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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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
Risk Rating 6
Does this item need to be added to the Town’s Risk Register No
Is a Risk Treatment Plan Required No

SITE INSPECTION

Not Applicable

COMMENT

The following written nominations have been received:
Presiding Person

Cr Mark Wilson

Deputy Presiding Person

Cr Tony Natale

CONCLUSION

Cr Mark Wilson was elected unopp@s
as Deputy Presiding Person.

Presiding Person and Cr Tony Natale was elected unopposed

5 MEMORANDUM OF L 'ITSTA .DING BUSINESS

6 DISC'OSURE. OF NTEREST

7 PUBLIC QUESTION TIME

Nil.
8 PRESENTATIONS/DEPUTATIONS
Nil.
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9 CONFIRMATION OF MINUTES OF PREVIOUS MEETING

9.1 AUDIT COMMITTEE WEDNESDAY, 27 SEPTEMBER 2023

OFFICER RECOMMENDATION
Moved Cr Natale, Seconded Cr McPhail

That the minutes of the Audit Committee meeting held on Wednesday, 27 September 2023 be confirmed
as a true and correct record of proceedings.

(CARRIED UNANIMOUSLY 4:0)
For: Mayor O’Neill, Crs McPhail, Natale, Wilson
Against: Nil

10 ANNOUNCEMENTS BY THE PRESIDING MEMBER

11 REPORTS

Reports start on the next page
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11.1 2311 2024 MEETING SCHEDULE AND AUDIT WORK PLAN

Report Reference Number
Prepared by

Supervised by

Meeting date

Voting requirements
Documents tabled

Attachments

ACR-509

Peter Kocian, Executive Manager Corporate Services
Jonathan Throssell, Chief Executive Officer
Wednesday, 22 November 2023

Simple

1. Risk Based Audit Work Plan

PURPOSE

The Audit Committee is requested to endorse the proposed work plan and faeeting schedtle for the 2024

calendar year.

EXECUTIVE SUMMARY

The Audit Committee previously endorsed the Risk Based Audi
This Work Plan has been updated with 2024 being the first y

It is recommended that the Audit Committee meet 3 ti
month), with the suggested work plan as follows:

Month ctivity
February e Compliance Audit Return
e Audit Report, Management Letter and
Annual Meeting with Auditor
e Mid-Year Budget Review
e Review of Record Keeping Plan
e Consolidated Status Report
July e Risk Register Update (Standing Item)
e Significant Accounting Policies/Position
Papers
e Audit of Purchase Requisitions over S5k
e Consolidated Status Report
e Probity assessment of Contract
Management Processes — East Fremantle
Oval Redevelopment Project
November

e Review of Investment Policy and
Performance

e Draft Annual Financial Statements

e External Audit Management Letters

e Consolidated Status Report
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BACKGROUND

The Department of Local Government has prepared operational guidelines on audit in local government. The
guidelines outline audit requirements including the establishment of an audit committee and key functions.

The Guidelines define the role of the Audit committee “to support Council in fulfilling its governance and
oversight responsibilities in relation to financial reporting, internal control structure, risk management
systems, internal and external audit functions and ethical accountability”.

The Guidelines also state that the Audit committee needs to form an opinion of the local governments internal
audit requirements and recommend a course of action that ensures that any internal audit processes adopted
are appropriate, accountable and transparent.

Legislative Audit Framework:

The Local Government Act 1995, Local Government (Audit) Regulations 1996 an
Management) Regulations 1996 detail the statutory requirements with respe
The following reporting requirements to the audit committee are mandato

Item

Requirements

External Audit Report

The Auditor is to provide a
(annually) giving an opinio

financial position of e cal
government and the of
operations of the er nt.
Where it is consi the auditor
audit is to

report.

Compliance Audit Return

ocal,Go ent (Financial
it ofJlocal government.

ulation 10 of the Local
overnment (Audit) Regulations
96

are required to

d have the return adopted
cil. The return is a checklist of
government’s compliance with
the requirements of the Act and its
egulations, concentrating on areas of
compliance considered ‘high risk’. The
audit committee is to review the
Compliance Audit Return and report
to the Council the results of that
review.

Regulation 14 of the Local
Government (Audit) Regulations
1996

Risk Management/Internal
Controls/Legislative
Framework

The CEO is to review the
appropriateness and effectiveness of
a local governments and procedures
in relation to risk management,
internal control and legislative
compliance at least once every three
years and report to the audit
committee the results of that review.

Regulation 17 of the Local
Government (Audit) Regulations
1996
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Financial Management | The CEO is review the appropriateness | Regulation 5 of the Local
Review and effectiveness of the financial | Government (Financial
management systems and procedures | Management) Regulations 1996
of the local government at least once
every years and reports the results of
that review.

External Audit Framework:

Pursuant to section 7.2 of the Local Government Act 1995, the accounts and annual financial report of a local
government for each financial year are required to be audited. The Act and Regulations prescribe the scope
of the external audit of the annual financial statements of the local government. The operational guidelines
also include a minimum standard audit specification.

The critical matters for audit are:
e  Revenue —rates revenue, government grants, fees and charges

e  Expenditure — salaries and wages, depreciation, materials and contra p , insufance

e  Current Assets — bank and short-term assets, receivables, inventory

e Non-Current Assets — property, plant, furniture and equipment, str and depreciation

e Liabilities — creditors and accruals, loan borrowings, prouisio ual and long service leave
entitlements

e  Reserve Funds

e Contingent Liabilities

e  (Capital Commitments

e Accounting Policies

e  Cash Flow Statement

e  Financial Ratios

Internal Audit Framework:
Internal auditing is an independent, objectiVé assurance and consulting activity designed to add value and
improve the effectiveness of risk mie t, control, and governance processes. Establishing a formal
internal audit function is n , quirement but the development of appropriate internal controls
will enhance risk manage ses. The internal audit function can either be resourced internally or
contracted out.

All internal a

e Arisk assessment with the intention of minimizing exposure to all forms of risk on the local government;

e Areview of the efficiency and effectiveness of operations and services including non-financial controls of
a local government;

e Areview of compliance with management policies and directives and any other internal requirements;

e  Review of the annual Compliance Audit Return;

e  Assist in the CEOs biennial reviews of the appropriateness and effectiveness of the local government’s
systems and procedures in regard to risk management, internal control and legislative compliance.

The internal auditor should report functionally to the audit committee and administratively to the CEO. It
should be remembered that pursuant to section 5.41 of the Act, the CEO is responsible for the day-to-day
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management of local government activities including the direction of staff and implicitly the internal audit
function. The CEO may choose to delegate this responsibility.

CONSULTATION

Chief Executive Officer
Office of the Auditor General
Manager Finance

Manager Corporate Services
EA/Governance Coordinator

STATUTORY ENVIRONMENT
The local government audit framework is governed by the Local Government Ac
including the Local Government (Administration) Regulations 1996, Local Gover,
1996, Local Government (Financial Management) Regulations 1996 and Loc
General) Regulations 1996.

Regulation 12 of the Local Government (Administration) Regulations 1996 re a local government to give
local public notice of the dates on which and the time and place at wh and Committee Meetings are

to be held in the next 12 months.

POLICY IMPLICATIONS
Council has adopted an Internal Audit Charter, whic
activities.

tlinesWariols objectives with respect to internal audit

FINANCIAL IMPLICATIONS

5.1 Strengthen organis
5.3 Strive for exce

RISK IMPLICAT
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RISKS
Risk Risk Likelihood | Risk Impact / Risk Rating Principal Risk Theme | Risk Action
(based on Consequence | (Prior to Plan (Controls
history & with Treatment or or Treatment
existing Control) proposed)
controls)
Lack of Possible (3) Moderate (3) Moderate (5- | COMPLIANCE Short Manage by
resourcing to 9) term non-compliance | ensuring
support an but with significant adequate
Internal Audit regulatory budget
function requirements location ....
imposed
RISK MATRIX
Consequence Insignificant Minor Moderate j Extreme
Likelihood 1 2 3 3
Almost Certain 5 Moderate (5) High (10) h (15)
Likely 4 Low (4) Moderate (8) i High (16)
Possible 3 Low (3) Moderate rate (9) High (12) High (15)
Unlikely 2 Low (2) Low (4) derate (6) Moderate (8) High (10)
Rare 1 Low (1) Low (2 Low (3) Low (4) Moderate (5)

A risk is often specified in terms of an even

effect may be positive, negative ora d
objectives: occupational health andfsafety,
environment. A risk matrix has bee

rating over 16 will be added

Ri

nce and the consequences that may flow from it. An

m the expected and may be related to the following

|, service interruption, compliance, reputation and
repare and a risk rating is provided below. Any items with a risk
er, and any item with a risk rating over 16 will require a specific

risk treatment plan to be developed.

RISK RATING

Risk Ratmg

to be added to the Town’s Risk Register Yes

lan Required No

SITE INSPECTION
Not Applicable

COMMENT

The Audit Committee Terms of Reference requires the Audit Committee to meet at least three times per year,
with the dates to be set each year by Council, with authority to convene additional meetings, as circumstances
require.
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Clause 6.7 of the Terms of Reference also requires the Audit Committee to develop a forward meeting schedule
that includes the dates, location, and proposed work plan for each meeting for the forthcoming year, that
cover all the responsibilities outlined. These responsibilities include:

e  Risk Management

e Business Continuity

e Internal Control

e  Review of Annual Financial Statements
e Internal/external performance audits

Regulation 6 of the Local Government (Financial Management) Regulations 1996 states that:

“A local government is to ensure that an employee to whom is delegated responsibil day-to-day

accounting or financial management operations of a local government is not als lega efresponsibility
for —

(a) conducting an internal audit; or

(b) reviewing the discharge of duties by that employee,
or for managing, directing or supervising a person who carri unc referred to in paragraph (a) or

(b).

So, functionally the performance of the internal a functi hotild be independent to the finance team.
This is however problematic given the Town’s siz ructure, which is highlighted by the fact that the
majority of audit work planin the last 5 years has formed by the finance team. Of relevance, the Select
Committee into Local Government recom art’of the recent review of the Local Government Act,
that the Government give active considerati ating, through the Department of Local Government,
Sport and Cultural Industries, a shapéd it service for the Local Government sector, particularly to
assist small and medium councils.

Compliance Audit Return
In 2023 the Town en

n independent party to review the Compliance Audit Return and provide an
assurance as to the accu o] eturn. Quotes are being sought for this independent review, and subject
to price and avai ork may be scheduled in January, with the Compliance Audit Return to be
presented to th ry 2024 Audit Committee Meeting.

Probity Ass Contract Management Processes — East Fremantle Oval Redevelopment Project
Given that the this project exceeded the Town’s annual budget by three-fold (circa $35m), and multiple
contracts were awarded, the Audit Committee may wish to assess the robustness of the Town’s contract
management processes including a comparison of original contract sums versus final contract pricing
(management of contract variations). This review could include the following scope:

> Review all contracts to ensure that contract documentation is adequate and complete (i.e., Executed
Form of Agreement, defined specifications/deliverables, price schedules, use of applicable general
conditions of contract).

> Review achievement against contract deliverables (high-level assessment).

> Review contract scope and pricing versus final contract outcomes.
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> Review of all contract variations including variation to scope and pricing; assessment of
documentation, approvals and use/recording of delegation.
> Review of contracts register and assess completeness/adherence to workflow.
» Consider the overall process undertaken by the Town including key items of legislation, regulations,
relevant policies and procedures.
CONCLUSION

Given the above constraints, a moderate work plan has been recommended for the 2024 calendar year, which
is reflective of resourcing capacity.

11.1 OFFICER RECOMMENDATION / COMMITTEE RESOLUTION

Committee Resolution 012211
OFFICER RECOMMENDATION
Moved Cr Natale, seconded Cr McPhail

That the Audit Committee recommend Council approve the follo eting schedule and work
plan for the 2024 Calendar Year:

Month - 4t Wednesday @ 6.00pm Activj

February

Report, Management Letter and
Annual Meeting with Auditor
Mid-Year Budget Review

Review of Record Keeping Plan
Consolidated Status Report

August

Risk Register Update (Standing Item)
Significant Accounting Policies/Position
Papers

e Audit of Purchase Requisitions over $5k
e Consolidated Status Report

e Probity assessment of Contract
Management Processes — East
Fremantle Oval Redevelopment Project

2" Wednesday inlDecember

e Review of Investment Policy and
Performance

e Draft Annual Financial Statements

e External Audit Management Letters

e Consolidated Status Report

(CARRIED UNANIMOUSLY 4:0)
For: Mayor O’Neill, Crs McPhail, Natale and Wilson
Against:Nil
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The Committee discussed the methodology on auditing the Contract Management processes of the East
Fremantle Oval Redevelopment Project. The Executive Manager of Corporate Services was requested to
provide a scope of works that is to be circulated to the Committee prior to the February 2024 meeting.

The Committee also discussed an internal review of the Risk Register and the CEO suggested that it be
incorporated as one of his KPIs to ensure a review is undertaken.

The Committee further discussed the meeting dates for 2024 and it was agreed that the meetings be moved
to February, August and late November/ early December. The CEO advised he would review those dates and
if he thought there was a benefit of having quarterly meetings he would report back that advice to the

REPORT ATTACHMENTS
Attachments start on the next page

February meeting.
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Attachment -1

Town of East Fremantle - 4 year Internal Audit Work Plan

rnance Coordinator. Legal flrms do
provide a niche service to review the CAR and
verify the responses, and this might be a service
that the Audit Committee may wish to consider?

[Compliance Audit Return Annually (Due 31 March) Breach of L Previous cost estimate circa $10k 2 Low
The WALGA Procurement Team completed an
Procurement Process Review (Contract Management Processes - East idependent review of the Town's Tender
Fremantle Oval Redevelopment Project) As required Inadequate Probity of Tender Processes processes in 2018. $10k 2 Moderate
Review of Credit Card Policy Every 2 - 3 years of funds/ in controls Manager Finance 1 Low
Receive 5 Year Statutory Review of Record Keeping Plan and assessment
against OAG Better Practice Guide. Every S years Inadequate record keeping practices Manager Corporate Services 3 Moderate
Review of Investment Policy (Divestments) Every 2 -3 years Not optimising return on investment Executive Manager Corporate Services 2 Low
The Auditors Report is not received by the Statutory
deadline of 31 December (s7.9 LGA) due to inadequate
Receival of Annual Financial Report Annually audit preparation Manager Finance 3 High
The Towns General Computer Controls are inadeqaute  The GCC Audit has been performed in 2018, 2022
Systems Audit (Per Audit OAG). Receival of impacting business continutiy and and security of and 2023. It is expected that the Audit will be
Management Letter. Annually information undertaken concurrently with the financial audit. 3 High
Moore hens last perf d this
That key findings from the FMR/Reg 17 Review are not  review in December 2022. Next review due
Review of Financial Management and Risk and Internal Control Systems  Every 3 years actioned resulting in control weaknesses November 2025. Estimated cost $25k
d ht of financial resulting in Manager Finance/Executive Manager Corporate
Mid Year Budget Review Annually material variances Services
Annual Budget and Annual Financial Report is not
Review of Signif i licies/! ion of Position Papers  Annually i with Signi ing Policies Manager Finance
JAudit of all purchase requistions over $5k for compliance with Purchasing
Policy Annually Non-compliance with Purchasing Policy Senior Finance Officer/Manager Finance
Receive Risk Register Update includi of impk ion of Failure to implement risk treatments resulting in greater
risk treatments and controls Annually likelihood Manager Corporate services
Key findings are not actioned resulting in control
Receive Consolidated Status Report of all Audit Findings Standing Item weaknesses Manager Finance
Review of Controls pertaining to Payroll and the new Payroll Module One-off Payroll fraud Senior Finance Officer/Manager Fit
Inadequate controls regarding access to IT systems and
Review of HR On-Boarding/Off-Boarding Process Every 2 - 3 years custody of portable items Coordinator Corporate Services/HR Moderate
Self Audit against Auditor General's Report ‘Timely Payment of Suppliers’ Every 2 years Late payment to suppliers 2 Low
Establishment of Supplier Payments Policy and General Conditions of
ntract for the Supply of Goods and Services under a Purchase Order  One-off Late payment to suppliers 2 Low
Independent Review of Structure of Risk Register and evaluation of Failure to implement risk treatments resulting in
fimet of Risk Every 4 years likelihood 3 High
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11.2 2311 AUDIT EXIT MEETING

Report Reference Number ACR-507

Prepared by Phil Garoni, Finance Manager

Supervised by Peter Kocian, Executive Manager Corporate Services
Meeting date Wednesday, 22 November 2023

Voting requirements Simple Majority

Documents tabled Nil

Attachments

1. Audit Exit Briefing Paper (late attachment) Confidential
2. Draft Management Letter — Financial Audit Confidential

3. Draft Management Letter — General Computer Control Audit Confidenti
4. General Computer Controls — Capability Maturity Model Confidential

PURPOSE

The purpose of this report is to update the Audit Committee on timi
Report for the year ended 30 June 2023 and matters related to t

ce of the Auditor’s

EXECUTIVE SUMMARY
Pursuant to the Local Government (Audit) Regulations 299 itors Report is to be forwarded within 30
days of completing the audit, and under section 7.9(1) ofsthe tacal Government Act 1995 the audit report is
to be provided by the 31 December.

As per the proposed audit schedule, the Audito epart was originally planned to be issued by the 24
November 2023. It is anticipated that this is be delayed by a week or so as the audit exit meeting
is scheduled for the 22 November 2

BACKGROUND

Section 6.4 of the Local Government Act 1995 requires local governments to prepare an annual financial report

ial r. The financial report is to be prepared and presented in the manner and form
t (Financial Management) Regulations 1996. Local Governments are

inancial report to its auditor by the 30 September.

for the preceding fina
prescribed in the Local
required to submi

The following tabléou s the proposed audit planning schedule for the Annual Financial Report:
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10. Proposed audit schedule

Date
Audit planning Apnl 2023
Intenm audit 17 April to 21 Apnl 2023

Intenm management letter By 12 May 2023

Information systems audit July - August 2023

Final trial balance By 29 September 2023

Receipt of CEO signed annual financial report By 29 September 202:

Receipt of information for the following certifications:
» [Roads to Recovery By 15 September 2023
+ |Local Roads and Community Infrastructure Program

W W
» September to 20

October 2023

-—

Final audit

Audit opinions issued for the following certifications:
» [Roads to Recovery By 31 October 2023
» Local Roads and Community Infrastructure Program

Receipt of clearance on Resource Recovery Group (RRG) balances By 31 October 2023"
AN

Exit meeting (week ending) 18 November 2022*

Receipt of s_lgned annual financial report and management 18 November 2023*

representation letter

—

By 24 November 2023*

. e N (within 5 working days of the

Audit opinion issued receipt of signed annual financial
report and management
representation letter)

"The proposed datggissdepende n the RRG audit progress

CONSULRATION
Office of thetAuditor/General

STATUTORY ENVIRONMENT
Part 7 of the Local Government Act 1995 and the Local Government (Audit) Regulations 1996 applies to audit
in local government.

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.
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FINANCIAL IMPLICATIONS
There are no financial implications associated with this item.

STRATEGIC IMPLICATIONS

Strategic Priority 5 — Leadership and Governance

5.1 Strengthen organisational accountability and transparency.
5.3 Strive for excellence in leadership and governance.

RISK IMPLICATIONS

RISKS
Risk Risk Likelihood | Risk Impact / Risk Rating Principal tion Plan
(based on Consequence | (Priorto Theme trols or
history & with Treatment or Treatment
existing Control) proposed)
controls)
That the Possible (3) Moderate (3) Moderate (5- E Control through
Auditor’s Report 9) e porary | Audit
is not received on-¢ompliance | Committee
by the 31 monitoring of
December. audit plan...
RISK MATRIX
Consequence Insignificant inor Moderate Major Extreme
Likelihood 1 3 4 >
Almost Certain 5 Moderatey(5) h (10) High (15)
Likely 4 ( oderate (8) High (12) High (16)
Possible 3 w (3) Moderate (6) Moderate (9) High (12) High (15)
Unlikely 2 L 2 Low (4) Moderate (6) Moderate (8) High (10)
Rare ( Low (2) Low (3) Low (4) Moderate (5)
Ariskis o d imterms of an event or circumstance and the consequences that may flow from it. An
, negative or a deviation from the expected and may be related to the following

nal 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
Risk Rating 6
Does this item need to be added to the Town’s Risk Register No
Is a Risk Treatment Plan Required No
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SITE INSPECTION
Not applicable.

COMMENT

The Audit Exit Meeting is scheduled for Wednesday 22 November 2023. At this meeting, the Chief Executive
Officer will re-sign the Audited Financial Statements and the Management Representation Letter. The
Annual Financial Statements will then be stamped by the Office of the Auditor General and the Auditors
Report issued shortly thereafter. It is expected that the Auditors Report will be received no later than the
week ending Friday 8 December 2023. The Town expects to receive an unqualified audit report.

The final management letter relating to the financial audit is attached for the Committg obmation.
Three (3) findings are listed, assessed as moderate risk by the Auditors. Management'e contained
within this document.

The Town was also subject to a General Computer Control audit as previo
management letter and Capability Maturity Assessment were only just rece e of writing this
report, and management comment has yet to be provided to the Offj itor General. These
documents are attached and will be further discussed with the Audit at a later date.

CONCLUSION

11.2 OFFICER RECOMMENDATION / COM E ESOLUTION

Committee Resolution 022211
OFFICER RECOMMENDATION
Moved Cr McPhail, second y
That the Audit Committe

1. Receive and note ancial Audit Exit Brief as provided in the confidential attachment

(late attac

2. Receive Letters as provided in the confidential attachments and note that audit
findings orporated into the consolidated status report for monitoring.

3. No uditors Report for the year ended 30 June 2023 is expected to be received no

y 8 December 2023.
4. Request representatives from the Office of the Auditor General be invited to attend the
February 2024 Audit Committee Meeting to discuss matters pertaining to the final audit.

(CARRIED UNANIMOUSLY 4:0)
For: Mayor O’Neill, Crs McPhail, Natale and Wilson
Against:Nil
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REPORT ATTACHMENTS
Attachments start on the next page
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11.3 2311 RISK REGISTER

Report Reference Number ACR-503

Prepared by Bron Browning, Manager, Corporate Services
Supervised by Peter Kocian, Executive Manager, Corporate Services
Meeting date Wednesday, 22 November 2023

Voting requirements Simple Majority

Documents tabled Nil.

Attachments

1. Dashboard Report

PURPOSE
It is recommended that the Audit Committee receive the attached Risk Regist port.

EXECUTIVE SUMMARY
The 2019 Financial Management Review identified the requirement ehensive Risk Register to be
developed and presented to the Audit Committee as a standin rd of this register is

appended to this Report.

BACKGROUND
A report providing background to the Town’s Risk Mana ent Governance Framework was considered by
the Audit Committee at its meeting of 7 Novem 2018. Arisk assessment tool has since been adopted by
Council, and features in all Council agenda items.

Smart Office Systems was engaged ta own in providing a documented SharePoint Risk Register
for the ongoing management and réporting egic and operational risks. This project work has resulted
in the development of a Risk Registes Dashboard Report, which is appended to this report.

A number of actions and timeframesghave been attached to each of the risks, the status of which will be
reported to the Audit tee on,areoccurring basis.

CONSULTATI
Executive Team

STATUTOR
Regulation 17 of the Local Government (Audit) Regulations 1996 requires the CEO to review the
appropriateness and effectiveness of a local governments systems and procedures in relation to risk
management, internal control and legislative compliance separately or all at the one time, on the provision
that each matter is reviewed at least once every three years. The CEO is also required to report the results of
that review to Council.

POLICY IMPLICATIONS
Council has adopted Policy 2.2.4 Risk Management.
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FINANCIAL IMPLICATIONS
There are no financial implications relevant to this item.

STRATEGIC IMPLICATIONS

Strategic Implications

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

RISK IMPLICATIONS

RISKS
Risk Risk Risk Impact / | Risk Rating alaRisk Risk Action
Likelihood | Consequence | (Prior to Plan
(based on Treatment (Controls or
history & Treatment
with proposed)
existing
controls)
A major function of the Unlikely (2) | Major (4) SERVICE Manage by
Audit Committee is to ) INTERRUPTION Active
oversee the Prolonged Monitoring
treatment/management of interruption of
extreme risks. Failure to do services -
so may result in adverse additional
consequences. resources;
performance
affected <1
month
RISK MATRIX
Consequence Insignificant Minor Moderate Major Extreme
Likelihoo 1 2 3 4 3
Almost Cert Moderate (5) High (10) High (15)
Likely 4 Low (4) Moderate (8) High (12) High (16)
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)

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
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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
Risk Rating 8
Does this item need to be added to the Town’s Risk Register No
Is a Risk Treatment Plan Required No

SITE INSPECTION
Not applicable

COMMENT
Council was provided with the following information at its Council Meetin
information is still current.

Council’s Risk Management Policy includes the following risk app

The Town defined its risk appetite through the develop
Assessment and Acceptance Criteria. The criteria i

All organisational risks to be reported at a co
Risk Assessment and Acceptance Critegii

r 2023. This

rsement of the Town’s Risk

istency and informed decision making. For

operational requirements such as_pr satisfy external stakeholder requirements,
alternative risk assessment criteria ised, however these cannot exceed the organisation’s

appetite and are to be noted
the Senior Staff Group.

As a public body, therelis an expectation that the Town will maintain an inherent low appetite for
risk and as a conse olicies and maintain systems and procedures to create value and

protect, the T,

The following is ct from the Town’s Risk Management Procedures which illustrates a high-level

view of t i ing process for Risk Management:
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Risk Management Reporting Workflow
it § Review Biennial Risk Report ) )
'g E for Appropriateness & > p?mde;mm|m
= E Effectiveness eport
o b
o Approve Biennial Risk
| Report as Appropriate &
o Effective
[
ol E =1 .
o 5 ﬂ Review
uUJ 25 Report
& y
Produces Biennial Risk L i o, Risk Update Risk
o 2, Report as Appropriate & ) IVEW Risk i ” Profiles / Follow
2258 Effective nfgrmation i (Six-Monthly) up Action
35cs
m§u$ A
- Provide updates on:
E 1. Mew [ emerging risks
2. Control Adequacy
£ 3. Assigned Actions
=
Thus, the following summary is being presented udit Committee:
- Individual risks with a resid Katingyof “high”.

- Individual risk controls and that are “inadequate.”

- Outstanding actions.

herent risk” and “residual risk” — inherent risk is typically defined as
ieve an entity’s objectives and before actions are taken to alter the
risk is the remaining level of risk following the development and
esponse.

idual Risk Ratings of High
k Register contains 139 specific risks categorised by 16 defined risk profiles.

There are 2 specific risks (illustrated in the table below) with a residual risk rating of 10 or more
(“high”) and 21 risks with a risk rating of 9.

Risk Description Residual Major Likelihood Additional Comment
Risk Consequence
Rating
Employment 12 Service Likely Whilst Council has been very supportive
Practices — un- Interruption approving a 5% increase in salaries and
competitiveness wages for 23/24, real wages have
of remuneration decreased in the last 5 financial years with
a cumulative maximum wage increase of
13% compared to an increase of 20.2 in the
Perth price index between December 2018
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2. Risk Controls

(112.3) and June 2013 (131.5). Turnover
rate is increasing with remuneration one
of the key reasons.
Safety and 10 Health Unlik Some controls are assessed
Security - ely ineffective and there are
Inadequate outstanding actions as discussed later in
organisational this report.
Emergency
Management
requirements
Risk by risk profile
Agheice S Informatiaomn _ 11
Acscet SLustaimnabil ity - =
Business & Cormmuun ity Disruptioam _
Comprliance
Do curment Managemertt
EmployTnent Practices
Errgagermentt Practices

Ermvvircmnmeent rMManagement
Errocrs, COrmmiisions, Delays

Extermal Theft & Fr

.
I -
N -

Supplier S ol

nted 616 Risk Controls which have been assigned to 139 specific risks.
ers to mitigating or reducing risks associated with a particular activity. Controls
existing actions that are undertaken to modify the risk.

controls are duplicated as they relate to more than one risk. Controls are
categorized as either “preventative” or “detective.” Controls ratings are assessed as either:

Inadequate — needs corrective actions to improve.
Adequate — some scope for improvement.

Effective — little scope for improvement.

The following risk controls are assessed as “inadequate”:

Comment
Business continuity exercises are recommended
annually. The last exercise was undertaken in 2019.

Risk Control
Business Continuity Plan Exercises
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Contracts to be provided to Finance for review Council’s Purchasing Policy requires all purchases over
in accordance with the Purchasing Policy S50k to have a written contract and for a copy to be
provided to Corporate Services for review and to be
registered in the Contract Register. This workflow is not
followed at all times. To address this, an Office 365
Contract’s Register and workflow has been developed.
Key Register The Town has not audited its key register for some time.
Digital FOB systems have been installed for the Town Hall
and Dovenby House, and digital systems should be
considered for other facilities.

Local Emergency Management Exercises The Town has a joint Local Emergency Management
Arrangement with the City of Fremantle. The Town’s
Principal EHO is the Town’s representative and
coordination may have lost a bit on with staff
turnover/absence.

Project Governance Framework A Project Governance Frap

Project Initiation Docu Plans have been
prepared. Project (e fiscussed at ELT to
determine how the g amework is to be used.

Redundancy power for key facilities Town facilitie ck up power including the
Tricolore Gon i re which is designated as the

e have an internal auditor to assess
e against Council Policies.
egulations 2022 have transformed the
ents  for safety and placed significant
esponsibilities on all business leaders. The Town needs
0 assess training requirements and resource support in
this area.

Self-assessment against Policies and
Procedures

WHS training for all staff with significant
decision-making authority

3. Risk Actions
The Town has documented 2 actions. There is some overlap between the documented
risk controls and ris n actions generally reflect new activities that are planned

or underway.

been outstanding for some time, indicating that additional
be allocated if these activities are considered a priority.

Some propose
resource

option of Asset Management Plans

of Local Emergency Plan

iew of WHS Manual

- Building accessibility audits (DAIP)

- Develop a Complaints Policy concerning staff behaviour
- Develop an Organisational Development and Training Plan
- Develop a Health and Wellbeing Strategy

- Develop a Staff Reward and Recognition Program

- Develop a Staff Attraction and Retention Strategy

- Statutory review of all local laws (due 2024)

- Building evacuation exercises

- Fire warden training
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- First aid training certification

- Implementation of Urban Forest Strategy

- Rehabilitation plan for Jerrat Drive Foreshore

- Complete CHRMAP

- Fully implement Project Governance Framework
- Street tree audit and asset register

- Implement the LGIS Tree Management Guide

CONCLUSION
The Town’s Risk Management maturity is evolving following the creation of the Office 365 Risk Register
application and staff training workshops. Resources will need to be allocated to suppor lementation

of the risk actions, including in the WHS area.

11.3 OFFICER RECOMMENDATION / COMMITTEE RESOLUTION

Committee Resolution 032211
OFFICER RECOMMENDATION
Moved Cr McPhail, seconded Cr Natale

That the Audit Committee recommend Council receives Ri egister Dashboard as appended
to this report and note that the current actions anél'timefra contained within this document will
be reviewed by the Committee on a reoccurri

(CARRIED UNANIMOUSLY 4:0)
ayor O’Neill, Crs McPhail, Natale and Wilson
Against:Nil

The Committee discussed the currenfRisk Register format and requested that officers undertake a review of
risks presented with refiningithe list and focusing on the top 10 key risks that are of concern to Council.

REPORT ATTAC
Attachments st

next page
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RiskTy & = & - Inherent Risk Code

127
32
10 2 9
— [ I
ICT Operational  Strategic Moderate Lowr High

Risk by risk profile

Advice & Information

u1I

Asset Sustainability

Business & Community Disruption

o

Compliance

P

Document Management

o

Employment Practices

(=]

Engagement Practices

o~

w

Ervironment Management

Errors, Ommisions, Delays

-1

External Theft 5 Fraud

Facilities, Venues & Events Management

e

ILnI

Information Systems 21

Misconduct

-
w

Project Change Management

Safety & Security

(]

c“‘I

Supplier & Contract Management

IS

Andrew Malone | 1
Bron Browning
Carly Filbey
Connor Warn
Dave Burke
Ellen Metlitziy
Hayley Clark
James Morrison

Janine May

Risk control ratings

Effective: little scope for improvement _ 68

Inadeguate: needs corrective actions to improve . 14

Risks by manager

RegL® Services . 10
Technical Services - 20

& &

2023 July 2024 February

Residual Risk Code

a5
42
- 2
Moderate Lowr High

Risks by processing Status

Risk reviewed and current 139

Risk reviews due by year and month

32 -
! -
L

2024 March

2024 August 2024 September
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11.4 2311 STATUS REPORT

Report Reference Number ACR-505

Prepared by Phil Garoni, Finance Manager

Supervised by Peter Kocian, Executive Manager Corporate Services
Meeting date Wednesday, 22 November 2023

Voting requirements Simple Majority

Documents tabled Nil

Attachments

1. Consolidated Status Report Confidential

PURPOSE
It is recommended that the Audit Committee receive a status report on all n atters raised in
external audit reports, financial management reviews, performance its, i audit reports and any

other review relevant to the Audit Committee’s Terms of Referen

EXECUTIVE SUMMARY

A status report has been prepared reporting against id
management, internal controls, procurement matt nd leg
exhaustive listing and is a fluid document and upd
Committee to assist in their role to report to Co
relevant to its terms of reference.

s with respect to audit, risk
tive’compliance. The status reportis not an
e identified. It is presented to the Audit
rovide advice and recommendations on matters

BACKGROUND

Department of Local Government
Appendix 3 of this Guideline li evelra
and monitoring:

ed an Operational Guideline on Audit in Local Government.
ers that should be presented to an Audit Committee for review

Risk Management:

al government has an effective risk management system;

e  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,;

e 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;

e  Reviewing the effectiveness of the local governments internal control system with management and the
internal and external auditors;

e  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;

e  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.
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Internal Control Systems:

e  Separation of roles and functions, processing and authorisation;

e  Control of approval of documents, letters and financial records;

e  Limit of direct physical access to assets and records;

e  Control of computer applications and information system standards;

e  Regular maintenance and review of financial control accounts and trial balances;

e Comparison and analysis of financial results with budgeted amounts;

e  Report, review and approval of financial payments and reconciliations;

e  Comparison of the result of physical cash and inventory counts with accounting records.

Legislative Compliance:

e  Monitoring compliance with legislation and regulations;

e  Reviewing the annual Compliance Audit Return and reporting to Council t review;

e Reviewing whether the local government has procedures for it to recgiv treat complaints,
including confidential and anonymous employee complaints;

e  Obtaining assurance that adverse trends are identified and revie tsplans to deal with these;

nt compliance issues;
s in their plan;
ant external legislation and

e  Reviewing management disclosures in financial reports of the e
e  Considering the internal auditors role in assessing compli
Monitoring the local government’s compliance frameworks @
regulatory requirements.

CONSULTATION

Executive Leadership Team

Manager Corporate Services

Responsible staff for implementing recom

STATUTORY ENVIRONMENT
Regulation 17 of the Local Go e Regulations 1996 requires the CEO to review the

that each matter is revi
that review to Coungi

FINANCIAL IMPLICATIONS

There are no direct financial implications stemming from the Officer’'s Recommendation. However, should
the Audit Committee request independent assurance that controls have been implemented, then 3™ party
costs will be incurred.

STRATEGIC IMPLICATIONS

Strategic Priority 5 — Leadership and Governance.

5.1 Strengthen organisational accountability and transparency.
5.3 Strive for excellence in leadership and governance.
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RISK IMPLICATIONS

RISKS
Risk Risk Risk Impact / Risk Rating Principal Risk Risk Action Plan
Likelihood Consequence | (Prior to Theme (Controls or
(based on Treatment or Treatment proposed)
history & with Control)
existing
controls)
That key Possible (3) Moderate (3) | Moderate (5- | COMPLIANCE
audit findings 9) Some
are not temporary non-
actioned compliance
within a
timely
manner
RISK MATRIX
Consequence Insignificant Minor Extreme
Likelihood 1 2 5
Almost Certain 5 Moderate (5) High (
Likely 4 Low (4) High (12) High (16)
Possible 3 Low (3) Moderate (9) High (12) High (15)
Unlikely 2 Low (2) Moderate (6) Moderate (8) High (10)
Rare 1 Low (1) Low (3) Low (4) Moderate (5)

rating over 16 wil

risk treatment plan

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

SITE INSPECTION

Not Applicable.
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COMMENT

The consolidated status report has been updated with new findings from the recent external audit, general
computer control audit, financial management review and audit reg 17 reviews completed in 2022, interim
and final annual financial audit for 22/23 financial year and have been updated with management comment.

There was a total of 33 audit findings in the original status report that predominantly arose from the financial
management review and audit reg 17 reviews completed in 2019 and 2022. Since the original listing the
following items have been included:

e One item arising from the interim annual financial audit for 22/23 financial year and
e Three items arising from the final annual financial audit for 22/23 financial year.

o Three new items arising from OAG IS audit for 2023.

e Removed duplicate item which was also listed as item 19.

Note the OAG IS 2023 audit resulted in 9 findings of which 6 related to prior y

All items that were marked as complete from the prior status report have b within the document,

leaving only those findings as incomplete or ongoing, with updated c

An Internal Audit Work Plan is submitted to the Audit Commiti lly. At this time, the Audit Committee
can resolve on priority internal audit projects and allocate

Risk Category No. Active Complet Ongoing Not Commenced
Findings
High 9 2 4 1 2
Medium 18 8 2 4
Low 12 8 - 2
39 20 3 8
CONCLUSION

isfydtself that the Town's performance in relation to completion against the
is acCeéptable and within the parameters of the Risk Framework.

The Audit Committee s
Consolidated Stat

11.4 OFFICER ENDATION / COMMITTEE RESOLUTION

Committee ion 042211
OFFICER RECOMMENDATION
Moved Cr Natale, seconded Mayor O’Neill

That the Audit Committee receives the Consolidated Status Report on items relevant to its Terms of
Reference.

(CARRIED UNANIMOUSLY 4:0)
For: Mayor O’Neill, Crs McPhail, Natale and Wilson
Against:Nil
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TOWN of
EAST FREMANTLE

The Committee reviewed the report and requested that officers include status dates and review the risk
indicator on Council’s assessment rather than external assessment.

REPORT ATTACHMENTS
Attachments start on the next page

&
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12 MATTERS BEHIND CLOSED DOORS

Nil.

13 CLOSURE OF MEETING

Meeting closed at 7.49pm.

confirmed at the meeting of the Council on

Presiding Member Q\

I hereby certify that the Minutes of the ordinary meeting of the Audit Committee @]
Town of East Fremantle, held on 22 November 2023 Minute Book reference 1o 12\We
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