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MINUTES 

 Audit Committee Meeting 
Wednesday, 2 November 2022 at 6:30 PM 

 
 

Disclaimer 
Whilst Council has the power to resolve such items and may in fact, appear to have done so at the meeting, no person should rely on or act on the basis of such 
decision or on any advice or information provided by a member or officer, or on the content of any discussion occurring, during the course of the meeting.  
Persons should be aware that 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.  
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. The Town wishes to advise that any plans or 
documents contained within this Agenda 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 Presiding Member opened the meeting at 6.26pm. 
 

2 ACKNOWLEDGEMENT OF COUNTRY 

“On behalf of the Council I would like to acknowledge the Whadjuk Nyoongar people as the traditional custodians of 
the land on which this meeting is taking place and pay my respects to Elders past, present and emerging.” 
 

3 RECORD OF ATTENDANCE 

3.1 ATTENDANCE 

 
The following members were in attendance: 
Cr T Natale  Presiding Member 
Mayor J O’Neill 
Cr A McPhail 
Cr K Donovan 
Cr A White 
 
The following staff were in attendance: 
 
Mr Gary Tuffin  Chief Executive Officer 
Mr Peter Kocian Executive Manager, Corporate Services 
Mr Phil Garoni  Manager, Finance 
Mrs Bron Browning Minute Secretary  
 

3.2 APOLOGIES 

Cr M Wilson 

3.3 APPROVED LEAVE 

Ben Arnold 
 

4 MEMORANDUM OF OUTSTANDING BUSINESS  

Nil. 
 

5 DISCLOSURES OF INTEREST 

Nil. 
 

6 PUBLIC QUESTION TIME 

Nil. 

 

7 PRESENTATIONS/DEPUTATIONS 
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Nil 
 

8 CONFIRMATION OF MINUTES OF PREVIOUS MEETING  

8.1 AUDIT COMMITTEE (6 JULY 2022) 

OFFICER RECOMMENDATION 
 
Moved Cr McPhail, seconded Cr White 
 
That the minutes of the Audit Committee meeting held on Wednesday, 6 July 2022  be confirmed as a 
true and correct record of proceedings. 

(CARRIED UNANIMOUSLY) 
 

 

9 ANNOUNCEMENTS BY THE PRESIDING MEMBER  

Cr Natale advised he attended the Head of Agencies Agreement meeting on 3 October 2022.  Cr Natale stated that 

he sat at the same table as representatives from the Office of Auditor General and discussed local government audit 

matters including the level of audit fees. 

10 REPORTS 

Reports start on the next page 

 

 



MINUTES OF AUDIT COMMITTEE MEETING WEDNESDAY, 2 NOVEMBER 2022    

 

Page 5 of 156 

 

10.1  FINANCIAL AUDIT - MANAGEMENT POSITION PAPERS 

Report Reference Number ACR-350 

Prepared by Peter Kocian, Executive Manager Corporate Services 

Supervised by Gary Tuffin, Chief Executive Officer 

Meeting date Wednesday, 2 November 2022 

Voting requirements Simple Majority 

Documents tabled Nil 

Attachments 

1. Management Consideration of Correction to Prior Year Amounts – SMRC 
2. Management Review of Fair Value, RUL’s, Residual Values, Depreciation and Impairment of 

Assets 
3. Revenue Recognition – East Fremantle Oval Redevelopment Project – Grant Income 

PURPOSE  

The purpose of this report is to advise the Committee of Management’s position with regards to specific accounting 
treatments and the impact on the financial statements. 

EXECUTIVE SUMMARY  

One of the objectives of the Audit Committee is to assess the integrity of external financial reporting, including 
accounting policies (3.1 of Terms of Reference). As such, three (3) Management Position Papers are presented to the 
Audit Committee to increase awareness of significant account balances and audit emphasis. 

BACKGROUND 

Prior to the commencement of the annual final audit, the Office of the Auditor General (OAG) provides the Town 
with a Planning Summary which is discussed at an entrance meeting. The Planning Summary includes significant risks 
and audit emphasis and significant account balances identified by OAG, extrapolated below for the 21/22 Audit: 
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OAG’s Better Practice Guide recommends that Position Papers should be prepared where there is an event or 
change to the operating environment, government policy, legislation, business development etc. that impacts the 
financial statements and for the Audit Committee to be briefed. 
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CONSULTATION 

Kelli Small – Consultant 
Office of Auditor General 

STATUTORY ENVIRONMENT 

The Audit Committee is constituted under the Local Government Act 1995 and operates under the Terms of 
Reference approved by Council. 

POLICY IMPLICATIONS 

There are no Council Policies relevant to this item. 

FINANCIAL IMPLICATIONS 

There are no financial implications relevant to this item. 
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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 
(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) 

Failure to prepare 
Position Papers may 
result in OAG not 
accepting accounting 
estimates and 
treatments, either 
delaying audit or 
resulting in a 
qualified audit report 

Likely (4) Major (4) High (10-16) COMPLIANCE 
Short term non-
compliance but 
with significant 
regulatory 
requirements 
imposed 

Accept Officer 
Recommendation 

 

Risk Matrix 

 
            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) 

 

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 16 

Does this item need to be added to the Town’s Risk Register Yes 

Is a Risk Treatment Plan Required No 
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SITE INSPECTION 

Not Applicable. 

COMMENT 

Three Positions Papers have been prepared aligned to the areas of risk and audit emphasis identified by OAG in their 
Planning Summary: 
 

1. Management Consideration of Correction to Prior Year Amounts – SMRC 
2. Management Review of Fair Value, RUL’s, Residual Values, Depreciation and Impairment of Assets 
3. Revenue Recognition – East Fremantle Oval Redevelopment Project – Grant Income 

 
The Position Papers have been approved by the Executive Manager Corporate Services and submitted to OAG, and 
subsequently reviewed by their technical team. 
 
The Position Papers are very comprehensive and illustrate the depth of work required to enable audit clearance to 
be provided in a timely manner. The first two papers will need to be prepared on an annual basis whilst the third 
paper is specific to the revenue recognition of the $25m grant from the State Government for the EF Oval 
Redevelopment Project. 
 
Revenue Recognition – East Fremantle Oval Redevelopment Project 
OAG agree with the Town that the income from the $25m East Fremantle Oval Grant should be accounted for under 
AASB 1058 capital grant requirements – that is, the income should be recognised as the obligation to construct the 
asset is satisfied.  
 
However, there is a difference in position between Towns’ Management and the OAG with respect to the application 
of the measure to recognise income (Statement of Comprehensive Income) and deferred income (Statement of 
Financial Position – capital grant liability). 
 
OAG’s technical team have advised that the income to be recognised should be proportional to the total project 
cost: 
 
i.e. Income to be recognised = (Costs incurred to date/total project cost) x grant amount 
 
This compares to the Town’s approach of recognising income based on actual costs incurred. 
 
The difference in the calculation for the 21/22 FY is as follows: 
 

1. OAG - $928,770 actual expenditure/$32,500,000 project budget x $25,000,000 grant = $714,438 income to 
be recognized 

2. Town - $928,770 actual expenditure = $928,770 income to be recognized. 
 
Whilst the variance of $214,332 is not considered to be material for the 21/22 FY, the difference in approach to 
measurement will give rise to a material variance in 22/23 FY – see below: 
 

1. OAG - $13,000,000 budget expenditure/$32,500,000 project budget x $25,000,000 grant = $10,000,000 
income to be recognized 

2. Town - $13,000,000 budget expenditure = $13,000,000 income to be recognized 
 
The Town has provided the following information, subsequent to the Position Paper, to OAG to reaffirm its position: 
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- It was always intended that the Town would apply State Government Funding to the project first, prior to 
own source revenue contributions (this cash flow model was negotiated with the State and underpins the 
payment milestones; it also informed the Town’s reserve funding strategy as well as the future draw down 
date for the loan) 

- There are no performance obligations in the Grant Agreement that state that payment milestones are 
conditional on the Town funding project expenditure on a proportional basis to trigger the next payment 

- The Town has provided OAG with an extract of AASB paragraphs 31-36 which states that an entity shall 
adopt a suitable approach and disclose the methods used to recognize the amount and timing of income 
arising from Transfers. 

 

 
 

 
 
Should the Town be required to adopt the accounting treatment advised by OAG, this will result in a $3m budget 
deficit in 22/23, as the adopted budget is predicated on $13m matching income against $13m project expenditure. 
This budget deficit will need to be addressed and will be largely corrected by bringing forward the transfer from the 
East Fremantle Oval Redevelopment Reserve ($2.2m originally budgeted in 23/24), although this will still leave a 
budget gap. A future report will be presented to Council discussing this matter. 
 

CONCLUSION 

That the Position Papers be received by the Audit Committee. Clarifications are welcome. 
 



MINUTES OF AUDIT COMMITTEE MEETING WEDNESDAY, 2 NOVEMBER 2022    

 

Page 11 of 156 

 

10.1 OFFICER RECOMMENDATION / COMMITTEE RESOLUTION   

  

Committee Resolution  010211 

OFFICER RECOMMENDATION 

Moved Cr Donovan, seconded Cr White 

That the Audit Committee receive and endorse the following Position Papers prepared by 
Management: 

1. Management Consideration of Correction to Prior Year Amounts – SMRC 
2. Management Review of Fair Value, RUL’s, Residual Values, Depreciation and Impairment of 

Assets 
3. Revenue Recognition – East Fremantle Oval Redevelopment Project – Grant Income, noting 

that this accounting treatment has yet to be fully agreed by the Office of the Auditor 
General. 

(CARRIED UNANIMOUSLY) 

 

 

REPORT ATTACHMENTS 

Attachments start on the next page 
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10.2  DRAFT ANNUAL FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2022  

Report Reference Number ACR-346 

Prepared by Peter Kocian, Executive Manager Corporate Services 

Supervised by Gary Tuffin, Chief Executive Officer  

Meeting date Wednesday, 2 November 2022 

Voting requirements Simple Majority 

Documents tabled The Annual Financial Report for the Year Ended 30 June 2022 (as 
submitted to the Auditors) will be tabled at the meeting 

Attachments 

Nil. 

PURPOSE  

The purpose of this report is for the Audit Committee to receive the Annual Financial Report for the year ended 30 

June 2022. The Auditor’s Report was not received in time for this Committee Meeting and is expected to be issued on 

the 25 November 2022. The Annual Financial Report is however the final version that was subject to Audit, and 

therefore material adjustments are unlikely. 

EXECUTIVE SUMMARY  

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 following audit timetable has been extrapolated from the Audit Planning Summary that was issued by the Office 

of the Auditor General on 27 June 2022. At the time of preparing this report, audit field work is nearing completion 

with expected completion on 28 October 2022. The audit process is expected to be finalised in the month of November 

with the Audit Opinion issued by the 25 November.  

 

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  

• 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 Auditors Report will be considered at the first Committee Meeting in 2023, at which time representatives from 

the Office of Auditor General will be in attendance. 
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CONSULTATION 

Office of the Auditor General 

STATUTORY ENVIRONMENT 

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. 

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 
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The Town accrued expenditure of $48,000 (Ex GST) in audit fees for 2020/21, being the indicative audit fee previously 

advised. The 2018/19 Audit Fee, being the first year of audit under OAG, was $40,184. 

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 
(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/Compliance 

Control through 
robust internal 
controls and staff 
development  

 

Risk Matrix 

 
            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) 

 

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 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 Annual Financial Report of the Town of East Fremantle for the financial year ended 30 June 2022 is based on 
proper accounts and records to fairly present the financial position of the Town of East Fremantle at 30 June 2022 
and the results of the operations for the financial year then ended in accordance with the Local Government Act 
1995 and, to the extent they are not inconsistent with the Act, the Australian Accounting Standards. 

CONCLUSION 

The Audit Committee is requested to receive the tabled Annual Financial Report for the year ended 30 June 2022. 
Representatives from the Office of the Auditor General will be invited to meet with the Audit Committee in the new 
year, and there will be an opportunity to discuss the contents of the Annual Financial Report and Auditors Report. 

10.2 OFFICER RECOMMENDATION / COMMITTEE RESOLUTION   

  

Committee Resolution  020211 

OFFICER RECOMMENDATION 

Moved Cr McPhail, seconded Mayor O’Neill 

That the Audit Committee recommend Council: 

1.    Receive the Annual Financial Report for the Year Ended 30 June 2022, inclusive of the Independent 
Auditor’s Report which should be available by the December Council Meeting.  

2. Request that the Chief Executive Officer submit a copy of the Annual Financial Report, inclusive of 
the Independent Audit Report, to the Department Chief Executive Officer within 30 days of receipt 
of the Auditor’s Report. 

(CARRIED UNANIMOUSLY) 
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10.3 RISK REGISTER 

Report Reference Number ACR-352 

Prepared by Bron Browning, Manager Corporate Services 

Supervised by Peter Kocian, Executive Manager Corporate Services 

Meeting date Wednesday, 2 November 2022 

Voting requirements Simple Majority 

Documents tabled Nil 

Attachments 

1. Dashboard Report 
 

PURPOSE  

It is recommended that the Audit Committee determine parameters for risks to be captured in the Risk Register, to 
inform future reporting to the Audit Committee. 

EXECUTIVE SUMMARY  

The Audit Committee previously requested for the Risk Register to be reformatted to a more conventional Risk 

Register. This is currently a work in progress, using a 365 Application, and in order to finalise this Register, the 

Committee is requested to determine risk parameters. 

BACKGROUND 

The Town had been using a Risk Dashboard Excel Workbook developed by Local Government Insurance Services 
(Risk Management Team), however, the Audit Committee at its meeting on 22 February 2022 requested that 
consideration be made to presenting the information in a more concise and user-friendly format. 
 
The Town engaged Smart Office Systems to develop a Risk Register and Contracts Register via a Microsoft 365 
application that will be enable the creation, management and review of the registers. The first iteration of the Risk 
Register and Dashboard is attached for the Committee’s review. 
 
There are remaining tasks that need to be undertaken to update the currency of the Risk Register: 
 

- This assigned risk owner is to assess the inherent risk rating (prior to the implementation of controls and 
treatments) 

- The assigned risk owner is to assess the effectiveness and adequacy of risk controls and treatments 
- The assigned risk owner is to assess the residual risk rating 

 
It is envisaged that the above activities will be completed by the February 2023 Audit Committee meeting. 

CONSULTATION 

Executive Team 
Training is to be provided to the wider organisation on the Town’s Risk Management Framework and Risk Register 
Application. 

STATUTORY ENVIRONMENT 

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 
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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. 

FINANCIAL IMPLICATIONS 

There are no direct financial implications associated with this report as the engagement has been finalised with the 
consultant. 

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 
(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 risk controls 
are not adequate 

Possible (3) Extreme (5) High (10-16) SERVICE 
INTERRUPTION 
Prolonged 
interruption of 
services - additional 
resources; 
performance 
affected <1 month 

Control through 
oversight of high 
and extreme 
risks by the 
Audit 
Committee... 

 

Risk Matrix 

 
            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) 

 

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 
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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 15 

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 

Under the Town’s Risk Management Framework, the Town has adopted a 3 lines of defense model for the 

management of risk. 

1st Line – all operational areas. Individual Officers are responsible for ensuring that risks within their scope of 

operations are identified, assessed, managed, monitored and reported. The online Risk Register includes a workflow 

to ensure that risks are reviewed at Officer level. 

2nd Line – Management. The Management team convenes a quarterly risk review meeting to review the Risk Register 

and the status of risk treatments and controls. 

3rd Line – Internal/External Audit (and Audit Committee). The Risk Register is presented to the Audit Committee for 

review and monitoring. It is recommended that the Audit Committee consider the following risk appetite 

parameters: 

• Any risks with an inherent risk rating of “Low” (4 or less) do not need to be captured in the Risk 

Register. It is accepted that these Risks are managed at Officer level (1st line of defense) and present 

a low risk to the Town. 

• Any risks with an inherent risk rating of “Moderate” and above (i.e. over 6) are to be recorded in the 

Risk Register. 

• The Audit Committee accepts that Management (2nd line of defense) will monitor and manage risks 

with an inherent risk rating of “Moderate” and these individual risks will not generally be included in 

the Risk Register presented to the Audit Committee, unless specifically requested. Information on 

these risks will be included on the Dashboard Report. 

• Any risks with an inherent risk rating of “High” and above (i.e. over 10) or any risk with a likelihood 

or consequence rating of level 5 are to be presented to the Audit Committee in the itemised Risk 

Register for review and monitoring. 

CONCLUSION 

The Audit Committee is requested to receive the Dashboard Report and resolve on a risk appetite statement. 
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10.3 OFFICER RECOMMENDATION / COMMITTEE RESOLUTION   

  

Committee Resolution  030311 

OFFICER RECOMMENDATION 

Moved Cr White, seconded Cr Donovan 

That the Audit Committee, under the Town’s Risk Management Framework, establish the following 
risk appetite parameters: 

• Any risks with an inherent risk rating of “Low” (4 or less) do not need to be captured in the 
Risk Register. It is accepted that these Risks are managed at Officer level (1st line of defense) 
and present a low risk to the Town. 

• Any risks with an inherent risk rating of “Moderate” and above (i.e. over 6) are to be 
recorded in the Risk Register. 

• The Audit Committee accepts that Management (2nd line of defense) will monitor and 
manage risks with an inherent risk rating of “Moderate” and these individual risks will not 
generally be included in the Risk Register presented to the Audit Committee, unless 
specifically requested. Information on these risks will be included on the Dashboard Report. 

• Any risks with an inherent risk rating of “High” and above (i.e. over 10) or any risk with a 
likelihood or consequence rating of level 5 are to be presented to the Audit Committee in 
the itemised Risk Register for review and monitoring. 
 

(CARRIED UNANIMOUSLY) 

 

 

Comment – The Chair indicated that the Audit Committee are happy to receive Page 1 of the Risk Dashboard as a 

standing attachment as well as an itemised listing of the risk register for all risks with an inherent risk rating of 10 

and above. 

REPORT ATTACHMENTS 

Attachments start on the next page 
 



Attachment -1 
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10.4 INFORMATION SYSTEMS AUDIT (CONFIDENTIAL) 

Report Reference Number ACR-348 

Prepared by Peter Kocian, Executive Manager Corporate Services 

Supervised by Garry Tuffin, Chief Executive Officer 

Meeting date Wednesday, 2 November 2022 

Voting requirements Simple Majority 

Documents tabled Nil 

Attachments  

1. Capability Maturity Assessment – 2022 
2. Capability Maturity Assessment – 2019 
3. Management Letter – 2022 
4. Management Letter - 2019 

PURPOSE  

The Audit Committee is requested to receive the findings from the Information Systems Audit as detailed in the 

attachments, with key findings from the management letter to be incorporated into the Audit Committee Status 

Report for monitoring. 

EXECUTIVE SUMMARY  

The Office of the Auditor General recently performed an Information Systems Audit of the Town of East Fremantle.  

The previous (and inaugural Audit) was conducted in 2019 and serves as a baseline, hence information from this Audit 

has been re-presented. 

 

The following is a summary of the audit methodology, which was discussed at the last Audit Committee Meeting: 

 

Scope: the audit focused on: 

• Policies and procedures – The entity should ensure that they have appropriate policies and procedures in place 

for key areas such as IT risk management, information security, business continuity and change control.   

• Management of IT risks - The entity need to ensure that IT risks are identified, assessed and treated within 

appropriate timeframes and that these practices become a core part of business activities. 

• Information security - The entity should ensure good security practices are implemented, up-to-date and 

regularly tested and enforced for key computer systems.  Agencies must conduct ongoing reviews for user 

access to systems to ensure they are appropriate at all times. 

• Business continuity - The entity should have a business continuity plan, a disaster recovery plan and an incident 

response plan.  These plans should be tested on a periodic basis. 

• Change control - change control processes should be well developed and consistently followed for changes to 

computer systems. All changes should be subject to thorough planning and impact assessment to minimise 

the likelihood of problems. Change control documentation should be current, and approved changes formally 

tracked. 

• Physical security – The entity should develop and implement physical and environmental control mechanisms 

to prevent unauthorised access or accidental damage to computing infrastructure and systems. 

 

Approach: as follows: 
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• Determine whether appropriate controls are in place; 

• Prepare and execute test plans to obtain assurance of the operation of controls, 

• Review appropriate documentation, 

• Evaluate the effectiveness of the controls. 

• Internal vulnerability scans of Finance, HR systems and key operational systems identified. 

 

Focused Audit: in addition to the above, a focus audit was performed against the ISO 27002:2015 standard. 

The testing focused on the International Security Standard 27002 (A/NZS ISO/IEC 27002: 2015). The standard sets out 

controls to ensure computer systems are designed, configured and managed to preserve the confidentiality, integrity 

and availability of information. A gap analysis of the entity’s controls against the standard was performed. 

Results from these audits are published in the attachments and will form part of the Office of Auditor General’s Annual 

Information Systems Audit Report to Parliament. 

BACKGROUND 

On 24 August 2017, amendments to the Local Government Act 1995 were passed by State Parliament that enables the 

Auditor General to audit Council finances and performance. The reforms will change the way local government audits 

are conducted. 

The Information Systems Audit is likely to be undertaken every three years and will dove tail into the financial audit. 

CONSULTATION 

Office of Auditor General 

STATUTORY ENVIRONMENT 

Part 7 of the Local Government Act 1995 and the Local Government (Audit) Regulations 1996 addresses the situation 

of audit. In relation to the duties of the local government with respect to audits –  

a. the local government is to do everything in its power to –  

i. assist the auditor to conduct an audit and carry out his or her other duties under the Act; and 

ii. ensure that audits are conducted successfully and expeditiously; 

b. a local government is to meet with its auditor at least once in every year; 

c. a local government is to examine the report of the auditor and is to –  

i. determine if any matters raised require action to be taken by the local government; and 

ii. ensure that appropriate action is taken in respect of those matters; 

d. local government is to –  

i. prepare a report on any actions taken in respect of any matters raised in the report of the auditor; and 

ii. forward a copy of that report to the Minister by the end of the next financial year, or six months after the last 

report prepared by the auditor is received by the local government, whichever is the latest in time. 

POLICY IMPLICATIONS 

There are no Council Policies relevant to this item. 

FINANCIAL IMPLICATIONS 
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There are costs associated with actioning findings from the Information Systems Audit. The following are examples 
of costs for remedial work arising from the 2019 Audit: 
 

- Focus Quote QU-5782G (previously presented to the Audit Committee) $16,337  
- ICT Policy Document Library $7,381 
- Nessus Vulnerability Scan and Remedial Actions $2,871 
- Review of Strategic ICT Plan, DR Plan and IT Security Policy $5,000 (est) 
- Implementation of DUO Multi Factor Authentication $3,000 (est) 
- Installation of FOB access to Computer Room and Records Room $5,000 (est) 
- Cyber Awareness Training Set-Up $907 

 
An initial quote has been obtained from Focus for the implementation of the 2022 Audit findings amounting to $XX. 
The Town will seek a quote for penetration testing and this activity will be considered by the Committee at a future 
meeting. 

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 
(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 key 
findings from 
the IS Audit are 
not actioned Possible (3)  Moderate (3) 

Moderate (5-
9)  

Service 
Interruption 

Control through Audit 
Committee monitoring 
and ensuring adequate 
budget allocation  

 

Risk Matrix 

 
            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) 

 

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. 
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RISK RATING 

 

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 

 

COMMENT 

The following table identifies the index of findings from the Information Systems Audit and their respective risk ratings. 

The findings will be incorporated into the Audit Committee Status Report and reported to each meeting for monitoring. 

INDEX OF FINDINGS RATING 

Significant Moderate Minor 

Findings identified in the current audit  

1. Application Security Management  ✓  

2. Email Authentication  ✓  

3. HR Security  ✓  

4. Data Loss Prevention  ✓  

5. Classification of Information   ✓ 

6. Removal of User Access Rights   ✓ 

7. Endpoint Security   ✓ 

8. Remote Access Controls   ✓ 

9. Cyber Security Incident Planning   ✓ 

Matters outstanding from prior audits  

10. Management of Technical Vulnerabilities  ✓  

 

It needs to be noted that some of the above items will require significant resource effort, and hence the 30 June 2023 

has been nominated as the completion date for most items. The Town has a limited ICT budget, and any expenditures 

related to the implementation of the above controls will be captured and reported against each activity. 

The Town’s IT Provider, Focus Networks, has been requested to provide a quote to address the various OAG 

improvement findings identified above.  

It is pleasing to note from the Capability Maturity Model that the Town has achieved a maturity level of at least 2 
(“Repeatable”) across the ten (10) categories, which is a marked improvement from the 2019 assessment. I have 
included extracts from OAG’s IS Audit Report 2022 of LG Entities and IS Audit Report 2021 of State Government 
Entities below. There are a couple of apparent observations from these charts: 
 

- State Government Entities overall have a higher level of maturity  
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- The Town’s results are not dissimilar to other LGs (based on the sample size) including larger local 
governments 

 
 
 
LG Entities: 
 

  
 
 
State Entities: 
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CONCLUSION 

The Audit Committee should satisfy itself that the Town’s performance in relation to the 2022 Information Systems 
Audit is acceptable and within the parameters of the Risk Framework. 
 

10.4 OFFICER RECOMMENDATION / COMMITTEE RESOLUTION   

  

Committee Resolution  040311 

OFFICER RECOMMENDATION 
 
Moved Cr McPhail, seconded Cr Donovan 

That the Audit Committee recommend Council: 

1.   Receive the findings from the 2022 Information Systems Audit and note that the key findings will 
be incorporated into the Audit Committee Status Report for ongoing monitoring.  

(CARRIED UNANIMOUSLY) 

 

REPORT ATTACHMENTS 

Attachments start on the next page 
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10.5 AUDIT COMMITTEE STATUS REPORT 

Report Reference Number ACR-354 

Prepared by Peter Kocian, Executive Manager Corporate Services 

Supervised by Gary Tuffin, Chief Executive Officer 

Meeting date Wednesday, 2 November 2022 

Voting requirements Simple Majority 

Documents tabled Nil 

Attachments 

1. Consolidated Status Report 
2. Contracts Register Snapshot 

PURPOSE  

It is recommended that the Audit Committee receive a status report on all outstanding matters raised in external 

audit reports, financial management reviews, performance audits, internal audit reports and any other review 

relevant to the Audit Committee’s Terms of Reference. 

EXECUTIVE SUMMARY  

A status report has been prepared reporting against identified issues with respect to audit, risk management, internal 

controls, procurement matters and legislative compliance.  The status report is not an exhaustive listing and will 

become a living document and updated as issues are identified. It is presented to the Audit Committee to assist in their 

role to report to Council and provide advice and recommendations on matters relevant to its terms of reference. 

BACKGROUND 

The Department of Local Government has published an Operational Guideline on Audit in Local Government. Appendix 

3 of this Guideline lists several matters that should be presented to an Audit Committee for review and monitoring: 

Risk Management:  

• Reviewing whether the local government has an effective risk management system; 

• Reviewing whether the local government has a current and effective business continuity plan; 

• Reviewing areas of potential non-compliance with legislation, regulations and standards and local governments 
policies; 

• Reviewing the following; litigation and claims, misconduct, and significant business risks; 

• 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 governments 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. 

 

Internal Control Systems: 
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• Separation of roles and functions, processing and authorisation; 

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

• Limit of direct physical access to assets and records; 

• Control of computer applications and information system standards; 

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

• Comparison and analysis of financial results with budgeted amounts; 

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

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

Legislative Compliance: 

• Monitoring compliance with legislation and regulations; 

• Reviewing the annual Compliance Audit Return and reporting to Council the results of that review; 

• Reviewing whether the local government has procedures for it to receive, retain and treat complaints, including 
confidential and anonymous employee complaints; 

• Obtaining assurance that adverse trends are identified and review managements plans to deal with these; 

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

• Considering the internal auditors role in assessing compliance and ethics risks in their plan; 

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

 

CONSULTATION 

Executive Leadership Team 
Manager Corporate Services 

STATUTORY ENVIRONMENT 

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 

There are no Council Policies relevant to this matter. 

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 3rd 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 

RISK IMPLICATIONS 
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Risks 

 

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 key audit 
findings are not 
actioned within 
a timely 
manner 

Possible (3) Moderate (3) Moderate (5-
9) 

COMPLIANCE 
Some temporary 
non-compliance 

Control through 
oversight by the Audit 
Committee and 
ensuring adequate 
budget allocation for 
resourcing. 

 

Risk Matrix 

 
            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) 

 

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 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. 

COMMENT 

The consolidated status report has been updated with management comment. There was a total of 69 audit findings 

in the original status report that predominantly arose from the external audit, general computer control audit, financial 

management review and audit reg 17 reviews completed in 2019. All items that were marked as complete from the 

prior status report have been hidden within the document, leaving only those findings as incomplete or ongoing, with 

updated comment. Note that audit findings from the 2022 Information Systems Audit have yet to be added into the 

status report. 
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Risk Category No. Active 
Findings 

Underway Not Commenced 

High 2 2 0 

Medium 2 2 0 

Low 1 1 0 

 5 5 0 

CONCLUSION 

The Audit Committee should satisfy itself that the Town’s performance in relation to completion against the 
Consolidated Status Report is acceptable and within the parameters of the Risk Framework. 

10.5 OFFICER RECOMMENDATION / COMMITTEE RESOLUTION   

  

Committee Resolution  050311 

OFFICER RECOMMENDATION 

Moved Cr White, seconded Mayor O’Neill 

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

(CARRIED UNANIMOUSLY) 

 

 

REPORT ATTACHMENTS 

Attachments start on the next page 
 



Attachment -1 

Page 145 of 156 

 



Attachment -1 

Page 146 of 156 

 

 

 



Attachment -2 

Page 147 of 156 

 



Attachment -2 

Page 148 of 156 

 

 



MINUTES OF AUDIT COMMITTEE MEETING WEDNESDAY, 2 NOVEMBER 2022    

 

Page 149 of 156 

 

10.6  2023 MEETING SCHEDULE AND AUDIT WORK PLAN 

Report Reference Number ACR-367 

Prepared by Peter Kocian, Executive Manager Corporate Services 

Supervised by Gary Tuffin, Chief Executive Officer 

Meeting date Wednesday, 2 November 2022 

Voting requirements Simple Majority 

Documents tabled Nil 

Attachments 

1. Endorsed Work Plan (2019-2022) 

PURPOSE  

The Audit Committee is requested to endorse the proposed work plan and meeting schedule for the 2023 calendar 

year. 

EXECUTIVE SUMMARY  

The Audit Committee endorsed the attached Work Plan at its November 2021 Meeting. It is recommended that the 

Audit Committee meet 3 times in the 2023 calendar year (4th Wednesday of the month), with the suggested work 

plan as follows: 

Month Activity 

February 
• Compliance Audit Return 

• Audit Report, Management Letter and Annual 
Meeting with Auditor 

• Mid-Year Budget Review 

• Presentation of the Financial Management and 
Audit Regulation 17 Review 

July 
• Risk Register (Standing Item) 

• Update on Implementation of IS Audit Findings 

• Audit of Purchase Requisitions over $5k 

• Status Report (Standing Item) 

November 
• Risk Register (Standing Item) 

• Draft Annual Financial Statements 

• Interim Audit – Management Letter 

• Status Report (Standing Item) 

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”. 
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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 and Local Government (Financial 

Management) Regulations 1996 detail the statutory requirements with respect to audit of local government. The 

following reporting requirements to the audit committee are mandatory: 

 

Item Requirements Legislation 

External Audit Report The Auditor is to provide a report 
(annually) giving an opinion on the 
financial position of the local 
government and the results of the 
operations of the local government. 
Where it is considered by the auditor 
appropriate to do so, the audit is to 
prepare a management report to 
accompany the auditor’s report. 

Regulation 10 of the Local 
Government (Audit) Regulations 
1996 

Compliance Audit Return Local Governments are required to 
complete a statutory compliance 
return (Compliance Audit Return) 
annually and have the return adopted 
by Council. The return is a checklist of 
a local government’s compliance with 
the requirements of the Act and its 
Regulations, 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 

Financial Management 
Review 

The CEO is review the appropriateness 
and effectiveness of the financial 
management systems and procedures 
of the local government at least once 
every years and reports the results of 
that review. 

Regulation 5 of the Local 
Government (Financial 
Management) Regulations 1996 

 

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 
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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: 

• Revenue – rates revenue, government grants, fees and charges 

• Expenditure – salaries and wages, depreciation, materials and contract expense, insurance 

• Current Assets – bank and short-term assets, receivables, inventory 

• Non-Current Assets – property, plant, furniture and equipment, infrastructure and depreciation 

• Liabilities – creditors and accruals, loan borrowings, provision for annual and long service leave entitlements 

• Reserve Funds 

• Contingent Liabilities 

• Capital Commitments 

• Accounting Policies 

• Cash Flow Statement 

• Financial Ratios 
 

Internal Audit Framework: 

Internal auditing is an independent, objective assurance and consulting activity designed to add value and improve 

the effectiveness of risk management, control, and governance processes. Establishing a formal internal audit function 

is not a legislative requirement but the development of appropriate internal controls will enhance risk management 

processes. The internal audit function can either be resourced internally or contracted out.  

 

All internal audit reports must be referred to the Audit Committee for consideration. Internal auditor’s activities should 

typically include the following: 

• Examination of financial and operating information that includes detailed testing of transactions, balances and 
procedures; 

• A risk assessment with the intention of minimizing exposure to all forms of risk on the local government; 

• A review of the efficiency and effectiveness of operations and services including non-financial controls of a local 
government; 

• A review of compliance with management policies and directives and any other internal requirements; 

• Review of the annual Compliance Audit Return; 

• 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 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 Corporate Services 

STATUTORY ENVIRONMENT 

The local government audit framework is governed by the Local Government Act 1995 and Regulations including the 

Local Government (Administration) Regulations 1996, Local Government (Audit) Regulations 1996, Local Government 

(Financial Management) Regulations 1996 and Local Government (Functions and General) Regulations 1996. 
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Regulation 12 of the Local Government (Administration) Regulations 1996 requires a local government to give local 

public notice of the dates on which and the time and place at which Council and Committee Meetings are to be held 

in the next 12 months. 

POLICY IMPLICATIONS 

Council has adopted an Internal Audit Charter, which outlines various objectives with respect to internal audit 

activities. 

FINANCIAL IMPLICATIONS 

Each year, Council approves an annual budget ranging between $10,000 - $25,000 for internal audit activities. 

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 
(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) 

Lack of 
resourcing to 
support an 
Internal Audit 
function 

Possible (3) Moderate (3) Moderate (5-
9) 

COMPLIANCE Short 
term non-compliance 
but with significant 
regulatory 
requirements imposed 

Manage by 
ensuring 
adequate 
budget 
allocation .... 

 

Risk Matrix 

 
            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) 

 

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. 
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RISK RATING 

 

Risk Rating 9 

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 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. 

 

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: 

 

• Risk Management 

• Business Continuity 

• Internal Control 

• Review of Annual Financial Statements 

• 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 responsibility for the day-to-day accounting 

or financial management operations of a local government is not also delegated the responsibility 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 carries out a function referred to in paragraph (a) or (b).  

 

So, functionally the performance of the internal audit function should be independent to the finance team. This is 

however problematic given the Town’s size and structure, which is highlighted by the fact that the majority of audit 

work plan in the last 3 years has been performed by the finance team. Of relevance, the Select Committee into Local 

Government recommended, as part of the recent review of the Local Government Act, that the Government give active 

consideration to facilitating, through the Department of Local Government, Sport and Cultural Industries, a shared 

internal audit service for the Local Government sector, particularly to assist small and medium councils. 

 

Financial Management, Risk Management, Legislative Compliance and Internal Controls Systems Review 

The Town undertook a Request for Quote for the provision of the above services. Moore Australia was the successful 

respondent. The engagement kicked off in October, with field work to be completed in November. The final report will 

be delivered to the Chief Executive Officer in December. The scope does include a presentation to the Audit Committee 

on findings, with the presentation proposed for the February 2023 Audit Committee Meeting. 
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Compliance Audit Return 

The Audit Committee has previously discussed the merits of an independent party reviewing the Compliance Audit 

Return to provide an assurance as to the accuracy of the return. Quotes are being sought for this independent review, 

and subject to price and availability, this work may be scheduled in January, with the Compliance Audit Return to be 

presented to the February 2023 Audit Committee Meeting. 

CONCLUSION 

Given the above constraints, a moderate work plan has been recommended for the 2023 calendar year, which is 

reflective of resourcing capacity. 

10.6 OFFICER RECOMMENDATION / COMMITTEE RESOLUTION   

  

Committee Resolution  060311 

OFFICER RECOMMENDATION 

Moved Cr McPhail, seconded Cr Donovan 

That the Audit Committee recommend Council approve the following meeting schedule and work 
plan for the 2023 Calendar Year: 
 

Date (@ 6.00pm) Activity 

Thursday 1 March 2023 
• Compliance Audit Return 

• Audit Report, Management Letter and 
Annual Meeting with Auditor 

• Mid-Year Budget Review 

• Presentation of the Financial 
Management and Audit Regulation 17 
Review 

Wednesday 26 July 2023 
• Risk Register (Standing Item) 

• Update on Implementation of IS Audit 
Findings 

• Audit of Purchase Requisitions over $5k 

• Status Report (Standing Item) 

Wednesday 22 November 2023 
• Risk Register (Standing Item) 

• Draft Annual Financial Statements 

• Interim Audit – Management Letter 

• Status Report (Standing Item) 

 (CARRIED UNANIMOUSLY) 
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