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STANDING COMMITTEE (AUDIT AND RISK)
30 October 2017

MINUTES OF THE STANDING COMMITTEE (AUDIT AND RISK) MEETING HELD IN THE
RIVERVALE ROOM, CITY OF BELMONT CIVIC CENTRE, 215 WRIGHT STREET,
CLOVERDALE ON MONDAY, 30 OCTOBER 2017 COMMENCING AT 6.30PM.

MINUTES
PRESENT
Cr G Sekulla, JP (Presiding Member) West Ward
Cr M Bass (Deputy Presiding Member) East Ward
Cr P Marks, Mayor (Ex-Officio) East Ward
Cr J Davis South Ward
Mr R Back Independent Member
IN ATTENDANCE
Mr J Christie Chief Executive Officer
Mr R Garrett Director Corporate and Governance
Mr J Olynyk, JP Manager Governance
Mr S Monks Manager Finance
Mrs M Lymon Principal Governance and Compliance Advisor
Ms E Cashman Senior Governance Officer
OBSERVERS
Cr R Rossi, JP, Deputy Mayor West Ward

Ms D Proctic (arr 6.55pm, dep 7.36pm & did not return) Manager, Grant Thornton




STANDING COMMITTEE (AUDIT AND RISK)
30 October 2017

1.

6.30pm

OFFICIAL OPENING

The Presiding Member welcomed all those in attendance and declared the
meeting open.

Cr Davis read the Acknowledgement of Country.

It is important that we acknowledge the traditional owners of the land on
which we are meeting on today the Noongar Whadjuk people and pay
respect to Elders both past and present

Nil.

3.1

Nil.

3.2

Nil.

4.1

Nil.

4.2

Nil.

APOLOGIES AND LEAVE OF ABSENCE

DECLARATIONS OF INTEREST THAT MIGHT CAUSE A CONFLICT

FINANCIAL INTERESTS

DISCLOSURE OF INTEREST THAT MAY AFFECT IMPARTIALITY

ANNOUNCEMENTS BY THE PRESIDING MEMBER (WITHOUT DISCUSSION)

ANNOUNCEMENTS

DECLARATIONS BY MEMBERS WHO HAVE NOT GIVEN DUE CONSIDERATION TO ALL
MATTERS CONTAINED IN THE BUSINESS PAPERS PRESENTLY BEFORE THE MEETING




STANDING COMMITTEE (AUDIT AND RISK)
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5. CONFIRMATION OF MINUTES

5.1 SPECIAL STANDING COMMITTEE (AUDIT AND RISK) MEETING HELD 23 OCTOBER 2017
(Circulated under separate cover)

OFFICER RECOMMENDATION

MARKS MOVED, BASS SECONDED,

That the Minutes of the Special Standing Committee (Audit and Risk) Meeting held 23
October 2017 be confirmed as a true and accurate record.

CARRIED 5 VOTESTO 0O

6. QUESTIONS BY MEMBERS ON WHICH DUE NOTICE HAS BEEN GIVEN
(WITHOUT DISCUSSION)

Nil.

7. NEW BUSINESS OF AN URGENT NATURE APPROVED BY THE PERSON

PRESIDING OR BY DISCUSSION

Nil.
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8. QUESTION BY MEMBERS WITHOUT NOTICE

8.1 CR J DAvis

1.  Could further information of the breakdown of Governance costs at the City of Belmont
be provided? Particularly explaining why the City spends significantly more than the
Town of Victoria Park. (Approximately $7.6M versus $0.5M).

Response

The Director Corporate and Governance advised that governance costs are derived by
determining what is classified as a governance function. There is significant variation
in determining governance structures and allocation methodologies between local
governments.

The City’s view is that governance incorporates more than just the management of
Elected Members and as such includes all aspects of the management framework
supporting the governance function. This includes general marketing and
communications, the Chief Executive’s office, records management, business
improvement, legal, compliance and other functions with the allocation of significant
Activity Based Costing (ABC) to support the governance function.

It is important to note that there will be significant variation between organisations
dependent on what is considered to be governance related. Reported figures from the
Town of Victoria Park indicate that they have limited their interpretation of
governance related costs.

It was pointed out that the rate in the dollar for residential rates at the Town of Victoria
Park is significantly higher than what is charged by the City of Belmont. The
difference between rates growth and rate increases need to be appreciated,
particularly when analysing information from the MyCouncil website.

A memorandum providing a definition of governance, detailing governance costs and
local government reporting was distributed to Council on 19 October 2017 and is
available on the Councillor Portal for reference.

The City uses complex drivers to account for Activity Based Costing allocations in
some detail, where other local governments may only utilise estimates.

9. BUSINESS ADJOURNED FROM A PREVIOUS MEETING
Nil.

10. INFORMATION ITEMS

Nil.
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11. ITEMS REQUIRING RECOMMENDATION TO COUNCIL

11.1 Q21/2016 - PROVISION OF FINANCIAL AUDIT SERVICES: CONTRACT EXTENSION OPTION

BUSINESS EXCELLENCE BELMONT

ATTACHMENT DETAILS

Nil.

Voting Requirement . Absolute Majority

Subject Index . 135/2016-21

Location/Property Index : N/A

Application Index : N/A

Disclosure of any Interest . Nil

Previous Items . 22 November 2016 OCM - Item 12.9
Applicant : N/A

Owner  N/A

Responsible Division . Corporate and Governance

COUNCIL ROLE

[ ] Advocacy When Council advocates on its own behalf or on behalf of its
community to another level of government/body/agency.

X Executive The substantial direction setting and oversight role of the Council
eg adopting plans and reports, accepting tenders, directing
operations, setting and amending budgets.

[] Legislative Includes adopting local laws, local planning schemes and
policies.

[l Review When Council reviews decisions made by Officers.

[] Quasi-Judicial When Council determines an application/matter that directly

affect a person’s right and interests. The judicial character
arises from the obligation to abide by the principles of natural
justice.  Examples of quasi-judicial authority include local
planning applications, building licences, applications for other
permits/licences (eg under Health Act, Dog Act or Local Laws)
and other decisions that may be appealable to the State
Administrative Tribunal.

PURPOSE OF REPORT

To recommend the extension of Quotation Q21/2016 — Provision of Financial Audit Services
for a further one year to concurring partners Patrick Warr and Michael Hillgrove of Grant
Thornton Audit Pty Ltd.

SUMMARY AND KEY ISSUES

To recommend the extension of Quotation Q21/2016 — Provision of Financial Audit Services
for a further one year.




STANDING COMMITTEE (AUDIT AND RISK)
30 October 2017

Iltem 11.1 Continued
LOCATION

N/A

CONSULTATION

There has been no specific consultation undertaken in respect to this matter.

STRATEGIC COMMUNITY PLAN IMPLICATIONS

In accordance with the Strategic Community Plan Key Result Area: Business Excellence
Belmont.

Objective:  Achieve excellence in the management and operation of the local
government.

Strategy: Ensure Council is engaged at a strategic level to enable effective decision
making.

POLICY IMPLICATIONS

There are no significant policy implications evident at this time.

STATUTORY ENVIRONMENT

Section 7.3 of the Local Government Act 1995 requires “A local government is to, from time
to time whenever such an appointment is necessary or expedient, appoint a person, on the
recommendation of the audit committee, to be its auditor.”

The State Government has amended the Act to allow for the Auditor General to take
responsibility for local government financial audits using a transitional approach from 1 July
2018. By financial year 2020/2021, all local governments will be audited by the Auditor
General.

BACKGROUND

The City’s Standing Committee (Audit and Risk) reviewed the proposed evaluation criteria at
its meeting of 22 February 2016 and an Invitation to Quote for the Provision of Financial
Audit Services was issued through the WALGA eQuotes system on Monday, 15 August
20186, closing on Tuesday, 30 August 2016.

Following the evaluation process the Officers’ recommendation was adopted by the Standing
Committee (Audit and Risk) at its meeting of 24 October 2016 before going to the Ordinary
Council Meeting held 22 November 2016.

Council awarded the provision of Financial Audit Services to concurring partners Patrick
Warr and Michael Hillgrove of Grant Thornton Audit Pty Ltd to cover the financial year
2016/2017 with the option of a one year extension. A longer term was not considered
appropriate due to local government reform.




STANDING COMMITTEE (AUDIT AND RISK)
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Iltem 11.1 Continued

OFFICER COMMENT

The current auditor, Patrick Warr of Grant Thornton Audit Pty Ltd, has been performing to a
satisfactory standard, completing audits and producing reports as required. Officers
recommend extending the contract for Quotation 21/2016 — Provision of Financial Audit
Services for a further one year being the financial year 2017/2018.

FINANCIAL IMPLICATIONS

There are no financial implications evident at this time.

ENVIRONMENTAL IMPLICATIONS

There are no environmental implications at this time.

SOCIAL IMPLICATIONS

There are no social implications at this time.

OFFICER RECOMMENDATION

1. That Council approve the option to extend the current arrangements with concurring
partners Patrick Warr and Michael Hillgrove of Grant Thornton Audit Pty Ltd for a
further one year for the financial year 2017/2018.

2. That the Coordinator Contracts and Tenders advise the Contractor by letter of the
decision to extend the contract under the same terms and conditions as Quotation
Q21/2016 for the provision of Financial Audit Services for an amount of $23,500
(excluding GST).

*ABSOLUTE MAJORITY REQUIRED**

Note:
Due to the gazettal of the Local Government Amendment (Auditing) Act 2017

Commencement Proclamation 2017 on 27 October 2017, Item 11.1 was withdrawn as it
is no longer applicable.

Committee Notes

The Director Corporate and Governance provided an update as follows:

. The City has been aware for some time that the Department of Local Government,
Sport and Cultural Industries (DLGSCI) have been intending for the Office of the
Auditor General to take responsibility for local government audits.
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Iltem 11.1 Continued

This action and gazettal has previously been deferred and deadlines have been
missed, therefore the City thought it would be prudent to prepare a contract extension
option item for the Standing Committee (Audit and Risk) in case the contract extension
was required.

The Local Government Amendment (Auditing) Act 2017 was gazetted on Friday, 27
October 2017, therefore the item is now redundant and has been withdrawn.

The Auditor General will now conduct or manage financial audits for local government,
and this is now applicable to the City of Belmont.

A series of questions were asked and responded to as follows:

In some cases the Auditor General will conduct the audit, in others the management of
the audit will be contracted to accredited auditors.

The City has no control over the cost for the audit. Advice has been provided that there
will be a substantial increase in costs. This will depend on the contracted auditor and
agreements in place with the Auditor General.

If there is a substantial increase in audit cost, Council or the Standing Committee can
write to the Minister regarding this issue.

The undertaking of the audit by the Auditor General will not be able to be challenged,
however it may be possible to challenge the process or costs.

The Auditor General is now responsible for the management of local government
audits in accordance with legislation, therefore challenges to the Minister or via
WALGA regarding costs would be appropriate; however the likely success of any
challenge is questionable.

There are two forms of audit to be undertaken. Financial audits and performance
audits. The financial audit will be undertaken by the Auditor General, within a set
scope.

There are a number of auditors already accredited by the Auditor General. Carriage of
local government audits may be under contract to these firms.

It has been indicated that costs for financial audits will increase.

There will be benefits in standardising the audit scope across the industry. This will
lead to consistency in calculations and ratios.

It should be noted that not all local governments perform as well as the City, and the
industry is judged by its weakest links.
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11.2 2016-2017 ANNUAL FINANCIAL REPORT AND ANNUAL AUDIT REPORT

BUSINESS EXCELLENCE BELMONT

ATTACHMENT DETAILS

Attachment No Details

Attachment 1 —Item 11.2 refers Annual Financial Report
Confidential Attachment 1 — Iltem Grant Thornton — Report to the Audit
11.2 refers Committee

Tabled Attachment 1 - Item 11.2 Annual Financial Report for the Period Ended
refers 30 June 2017 Presentation

Voting Requirement : Simple Majority

Subject Index : 19/001-Report of Council Audit
Location/Property Index : N/A

Application Index : N/A

Disclosure of any Interest . Nil

Previous Items : N/A

Applicant : N/A

Owner  N/A

Responsible Division . Corporate and Governance

COUNCIL ROLE

[ ] Advocacy When Council advocates on its own behalf or on behalf of its
community to another level of government/body/agency.

X] Executive The substantial direction setting and oversight role of the Council
eg adopting plans and reports, accepting tenders, directing
operations, setting and amending budgets.

[] Legislative Includes adopting local laws, local planning schemes and
policies.

[] Review When Council reviews decisions made by Officers.

[] Quasi-Judicial When Council determines an application/matter that directly

affect a person’s right and interests. The judicial character
arises from the obligation to abide by the principles of natural
justice.  Examples of quasi-judicial authority include local
planning applications, building licences, applications for other
permits/licences (eg under Health Act, Dog Act or Local Laws)
and other decisions that may be appealable to the State
Administrative Tribunal.

PURPOSE OF REPORT

To provide the Standing Committee (Audit and Risk) with details of the outcomes of the 30
June 2017 year end process and present the Annual Financial Report and Audit Report for
the period ended 30 June 2017.



http://www.belmont.wa.gov.au/CouncillorPortal/CouncillorMinuteAndMeeting/Minutes%20and%20Agendas%20Documents/Attachment%201%20-%20%20refers%20Item%2011.2%20Anual%20Financial%20Report.pdf
http://www.belmont.wa.gov.au/CouncillorPortal/CouncillorMinuteAndMeeting/Minutes%20and%20Agendas%20Documents/Confidential%20Attachment%201%20-%20Item%2011.2%20refers%20Grant%20Thornton-%20Report%20to%20the%20Audit%20Committee.pdf
http://www.belmont.wa.gov.au/CouncillorPortal/CouncillorMinuteAndMeeting/Minutes%20and%20Agendas%20Documents/Confidential%20Attachment%201%20-%20Item%2011.2%20refers%20Grant%20Thornton-%20Report%20to%20the%20Audit%20Committee.pdf
http://www.belmont.wa.gov.au/CouncillorPortal/CouncillorMinuteAndMeeting/Minutes%20and%20Agendas%20Documents/Tabled%20Attachment%201%20-%20Item%2011.2%20refers%20Annual%20Financial%20Report%20for%20the%20Period%20Ended%2030%20June%202017%20Presentation.pdf
http://www.belmont.wa.gov.au/CouncillorPortal/CouncillorMinuteAndMeeting/Minutes%20and%20Agendas%20Documents/Tabled%20Attachment%201%20-%20Item%2011.2%20refers%20Annual%20Financial%20Report%20for%20the%20Period%20Ended%2030%20June%202017%20Presentation.pdf

STANDING COMMITTEE (AUDIT AND RISK)
30 October 2017

Iltem 11.2 Continued

SUMMARY AND KEY ISSUES

The Local Government Act 1995 and Local Government (Financial Management)
Regulations 1996 requires the preparation and audit of an Annual Financial Report for
inclusion in the City’s Annual Report each year.

This report presents the City’s Annual Financial Report and associated Audit Report for
consideration and acceptance.

LOCATION

N/A

CONSULTATION

There has been no specific consultation undertaken in respect to this matter.

STRATEGIC COMMUNITY PLAN IMPLICATIONS

There are no Strategic Community Plan implications evident at this time.

POLICY IMPLICATIONS

There are no significant policy implications evident at this time other than the need to ensure
that the Principal Accounting Policies detailed in the Annual Financial Report comply with
legislative and Australian Accounting Standards requirements.

STATUTORY ENVIRONMENT

Section 6.4 of the Local Government Act 1995 requires that —

“(1)  Alocal government is to prepare an annual financial report for the preceding financial
year and such other financial reports as are prescribed.

2) The financial report is to -
(a) be prepared and presented in the manner and form prescribed; and
(b) contain the prescribed information.

3) By 30 September following each financial year or such extended time as the Minister
allows, a local government is to submit to its auditor -

(a) the accounts of the local government, balanced up to the last day of the preceding
financial year; and

(b) the annual financial report of the local government for the preceding financial
year.”

The Local Government (Financial Management) Regulations 1996 and Australian
Accounting Standards determine the format of the annual financial report.

10



STANDING COMMITTEE (AUDIT AND RISK)
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Iltem 11.2 Continued

BACKGROUND

The annual financial report is prepared and presented to the auditor for audit by
30 September each year in accordance with the requirements of the Local Government Act
1995.

OFFICER COMMENT

Once again this year, the City was presented with a “clean” audit report which was signed off
by the auditors on 16 October 2017 (refer Attachment 1).

A presentation highlighting some key aspects of the report will be provided at the meeting
and a report highlighting issues arising from the audit (refer Confidential Attachment 1) is
available.

FINANCIAL IMPLICATIONS

The preparation, audit and distribution of the Annual Financial Statements are a statutory
obligation. Audit fees are the subject of a tender and the year ending 30 June 2017
represents the final year of a two contract although there is the option of an additional year
at the discretion of the City.

ENVIRONMENTAL IMPLICATIONS

There are no environmental implications at this time.

SOCIAL IMPLICATIONS

There are no social implications at this time.

11
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STANDING COMMITTEE (AUDIT AND RISK)
30 October 2017

Iltem 11.2 Continued

Committee Notes

6.54pm The Manager Finance departed the meeting.

6.55pm Ms Protic entered the meeting.

6.55pm The Manager Finance returned to the meeting.

The Manager Finance provided a presentation which included the following:

Audit Report — Page 5

Statement of Comprehensive Income — Pages A8 and A9
Statement of Financial Position — Page A10

Statement of Cash Flows — Page Al12

Notes To The Accounts — Pages Al4 to A63

Ratios — Page A60

(Refer Tabled Attachment 1 for further information).

A series of questions were asked and responded to as follows:

Major changes can be attributed to revaluation and depreciation values going down
due to a change in the interpretation of residual value.

Assets are now broken into components with each component valued based on their
respective useful lives which generally increased. This led to a reduction in
accumulated depreciation and an increase in fair value.

Every asset/building was assessed, short life components (e.g. roof tiles) and long life
structures (e.g. roof beams, walls) were valued individually.

The valuation method will not change the need for asset renewal and replacement; it is
just a different valuation methodology.

Every asset is now broken down to its components then each component is valued.
This has been in place since fair value accounting was brought in.

Every asset is revalued over a three year cycle. This is required by legislation.

Detailed rate classifications, minimum payments and payments in lieu of rates are
provided in the report.

There is a gas pipeline through Belmont that contributes approximately $80,000 in lieu
of rates annually.

Airport payments have increased by approximately 20% over the past financial year.

The City has not modelled the impacts on the budget of a 0% rate increase. Modelling
cannot predict the payment that will be received from the airport year to year. The City
has recently been through a significant growth period (e.g. The Springs) which is
starting to slow down.

12
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STANDING COMMITTEE (AUDIT AND RISK)
30 October 2017

Item 11.2 Continued
° To cater for a 0% increase, service levels or programs would need to be cut.

. The City has taken an approach over the past approximately 20 years to sensibly
increase rates between the Consumer Price Index (CPI) and the local government cost
index whenever possible. An effective, sensible business model should always keep
up with inflation.

° As population levels increase, demand for services increases and assets deterioration
increases. It is prudent to sensibly grow the rates base to keep up with this demand.

° The City now charges the second lowest rate in the dollar. This recognises the fiscal
sense of continuing to follow inflation.

o The City of Canning has the lowest rate in the dollar; however industry opinion is that
Canning has under-priced rates and survived through surpluses derived from
underspent capital works programs. The rate increase at Canning for the last financial
year was significantly higher than Belmont.

° The City provides a number of rate models for Council to consider in the annual
budget process. These can be found in the June OCM agendas.

° Local governments who have had 0% increases in the past rather than sensible,
gradual increases have found the need to make substantial increases in subsequent
years.

° A 0% increase (as opposed to 2%) would have a rolling impact over a number of
years, $10M over 10 years would be an estimate of the impact which would have
subsequent impacts on programs and major projects.

° The economic climate and general cost of living means that residents can struggle with
costs and rate payments. The difficulty is that there will always be adversity and
people struggling to keep up with payments, both now and into the future.

° Council believes the most prudent approach is to budget for what is required in a
sustainable manner, ensuring that there will not be major fluctuations over the years.

° Any rate reductions will require service reductions to compensate for the loss of
revenue.

. It is important to plan for the future, so that long term systemic problems are not
encountered.

. Council will continue to debate and discuss these issues as part of the annual budget
setting process.

. The audit focus was on revenue recognition (presumed fraud risk), infrastructure and
capital assets, operational expenses and employee compensation.

. The audit recommendations address very minor issues regarding bank signatories and
suspense accounts, which have since been rectified.

13



STANDING COMMITTEE (AUDIT AND RISK)
30 October 2017

Item 11.2 Continued

o There were no uncorrected misstatements identified.

. Developments in financial reporting regarding leases will come into effect in 2019.
° The audit process ran very smoothly.

o The Grant Thornton report will be amended to rectify the errors and be redistributed.

OFFICER RECOMMENDATION

MARKS MOVED, DAVIS SECONDED,

That Council accept the Annual Financial Report for the period ending
30 June 2017 (as detailed in Attachment 1) for inclusion in the City of Belmont’s
2016-2017 Annual Report.

CARRIED5VOTES TOO

7.36pm The Manager Finance departed the meeting.

7.36pm Ms Protic departed the meeting and did not return.

14
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STANDING COMMITTEE (AUDIT AND RISK)
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11.3 CHIEF EXECUTIVE OFFICER’S SYSTEMS AND PROCEDURES REVIEW: LOCAL
GOVERNMENT (AUDIT) REGULATIONS 1996, REGULATION 17

BUSINESS EXCELLENCE BELMONT

ATTACHMENT DETAILS

Attachment No Details
Attachment 2 — Item 11.3 refers BEXB31 Compliance Management and
BEXB38 Business Improvement Policy
Attachment 3 — Item 11.3 refers Terms of Reference — Business Improvement
Team
Tabled Attachment 2 — Item 11.3 CEO Systems and Procedures Review
refers Presentation
Voting Requirement . Simple Majority
Subject Index :19/003 Audit and Risk Committee
Location/Property Index : N/A
Application Index : N/A
Disclosure of any Interest :  Nil.
Previous Items . 24 November 2015 OCM - Item 12.4
22 November 2016 OCM - Item 12.7
Applicant : N/A
Owner . N/A
Responsible Division . Corporate and Governance

COUNCIL ROLE

[ ] Advocacy When Council advocates on its own behalf or on behalf of its
community to another level of government/body/agency.

X] Executive The substantial direction setting and oversight role of the Council
eg adopting plans and reports, accepting tenders, directing
operations, setting and amending budgets.

[] Legislative Includes adopting local laws, local planning schemes and
policies.

[] Review When Council reviews decisions made by Officers.

[] Quasi-Judicial When Council determines an application/matter that directly

affect a person’s right and interests. The judicial character
arises from the obligation to abide by the principles of natural
justice.  Examples of quasi-judicial authority include local
planning applications, building licences, applications for other
permits/licences (eg under Health Act, Dog Act or Local Laws)
and other decisions that may be appealable to the State
Administrative Tribunal.

PURPOSE OF REPORT

To provide the Standing Committee (Audit and Risk) and Council with information and to
seek endorsement of the various systems and procedures to demonstrate compliance with
Regulation 17 of the Local Government (Audit) Regulations 1996.

15
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SUMMARY AND KEY ISSUES

The City is required, in accordance with the Local Government (Audit) Regulations 1996, to
undertake a biennial review of its systems and procedures relevant to risk management,
internal control and legislative compliance. Having reviewed risk management in 2016, this
review is focused on internal control and legislative compliance

This review of the City’s internal control and legislative compliance systems follows the initial
review undertaken in October 2014 and the subsequent review undertaken in October 2015
as required by Regulation 17 of the Local Government (Audit) Regulations 1996. The 2018
review will focus on risk management.

LOCATION

N/A

CONSULTATION

There has been no specific consultation undertaken in respect to this matter.

STRATEGIC COMMUNITY PLAN IMPLICATIONS

In accordance with the Strategic Community Plan Key Result Area: Business Excellence
Belmont

Objective:  Achieve excellence in the management and operation of the local
government.

Strategy: Ensure Council is engaged at a strategic level to enable effective decision

making and ensure decision making is supported by effective information and
knowledge management.

POLICY IMPLICATIONS

Council has in place a number of policies that support the intent of this regulation which are
relevant to internal control and legislative compliance. These policies include:

BEXB31 Compliance Management

Policy Objective

The City recognises that its organisational value of INTEGRITY is a prerequisite to the City
being able to act to achieve its Vision.

The objective of this policy is to provide a framework that supports the City in identifying,
applying and monitoring compliance requirements across the City’s activities and services.
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BEXB38 Business Improvement Policy

Policy Objective

The City of Belmont will be recognised as a leader in business improvement by
demonstrating responsible stewardship of our operations in local government.

Refer Attachment 2 for an extract of the Policy Manual.

STATUTORY ENVIRONMENT

Regulations 16 and 17 of the Local Government (Audit) Regulations 1996 state:
“16. Audit committee, functions of

An audit committee —
(c) is to review a report given to it by the CEO under regulation 17(3) (the CEO’s
report) and is to —
(i) report to the council the results of that review; and
(i) give a copy of the CEQ'’s report to the council.

[Regulation 16 inserted in Gazette 31 Mar 2005 p. 1043; amended in Gazette 8 Feb 2013 p.
867.]

17. CEO to review certain systems and procedures

(1) The CEO is to review the appropriateness and effectiveness of a local
government’s systems and procedures in relation to —

(a) risk management; and

(b) internal control; and

(c) legislative compliance.
(2) The review may relate to any or all of the matters referred to in subregulation
(1)(a), (b) and (c), but each of those matters is to be the subject of a review at least
once every 2 calendar years.
(3) The CEO is to report to the audit committee the results of that review.

[Regulation 17 inserted in Gazette 8 Feb 2013 p. 868.]”

BACKGROUND

The Standing Committee (Audit and Risk) is to consider the CEQO’s biennial review of the
appropriateness and effectiveness of the City’s systems and procedures in regards to
internal control and legislative compliance, and report to Council the results of those reviews.

The Department of Local Government, Sport and Cultural Industries (DLGSCI) has produced
an Operational Guideline (No 9 — Revised September 2013) addressing the conduct of
audits in local government. Part of this document outlines issues that should be considered
as part of this biennial review:
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Internal Control

Internal control is a key component of a sound governance framework, in addition to
leadership, long-term planning, compliance, resource allocation, accountability and
transparency. Strategies to maintain sound internal controls are based on risk analysis of
the internal operations of a local government.

An effective and transparent internal control environment is built on the following key areas:
e integrity and ethics

o policies and delegated authority

o levels of responsibilities and authorities

e audit practices

¢ information system access and security

¢ management operating style

¢ human resource management and practices.

Internal control systems involve policies and procedures that safeguard assets, ensure
accurate and reliable financial reporting, promote compliance with legislation and achieve
effective and efficient operations and may vary depending on the size and nature of the local
government.

Aspects of an effective control framework will include:

o delegation of authority

° documented policies and procedures

. trained and qualified employees

. system controls

° effective policy and process review

° regular internal and external audits

o documentation of risk identification and assessment

o regular liaison with auditor and legal advisors.

The following are examples of controls that are typically reviewed:

. separation of roles and functions, processing and authorisations

. control of approval of documents, letters and financial records

. comparison of internal data with other or external sources of information
. limit of direct physical access to assets and records

. control of computer applications and information system standards

. limit access to make changes in data files and systems

. regular maintenance and review of financial payments and reconciliations

. comparison of the result of physical cash and inventory counts with accounting
records.
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Leqislative Compliance

The compliance programs of a local government are a strong indication of attitude towards
meeting legislative requirements. Audit committee practices in regard to monitoring
compliance programs typically include:

° Monitoring compliance with legislation and regulations
° Reviewing the annual Compliance Audit Return and reporting the review to Council

. Staying informed about how management is monitoring the effectiveness of its
compliance and making recommendations for change as necessary

° 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 management’s
plans to deal with these

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

° Reviewing whether the internal and/or external auditors have regard to compliance
and ethics risks in the development of their audit plan and in the conduct of audit
projects, and report compliance and ethics issues to the audit committee

° Considering the internal auditor’s 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

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

The Standing Committee (Audit and Risk) plays a key role in assisting and guiding the local
government to fulfil its commitment to good governance and oversight responsibilities in
relation to financial reporting, internal control structure, risk management systems, legislative
compliance, ethical accountability and the internal and external audit functions.

The Standing Committee (Audit and Risk) is to consider the CEQ’s reviews (Regulation 17)
of the appropriateness and effectiveness of the local government’s systems and procedures
in regard to risk management, internal control and legislative compliance and report to the
Council the results of those reviews.

Committees of Council have no delegated authority from the Council and consequently
undertake a review and advisory function with recommendations made to Council for formal
decisions. No Committee can be given a management function where the legislation makes
the CEO specifically responsible. Where the local government is assigned the function
through legislation, the Standing Committee (Audit and Risk) may have a role unless the
function has been delegated to the CEO by the Council.
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OFFICER COMMENT

Internal Control

The internal control aspects for a broad and diversified business such as local government
are extensive. All of the aspects mentioned by the DLGSCI are deployed by the City;
delegation of authority, documented policies and procedures, trained and qualified
employees, system controls, effective policy and process review, regular internal and
external audits, documentation of risk identification and assessment, and regular liaison with
the auditor and legal advisors.

In addition to the above aspects and one which distinguishes the City from many other local
governments is its commitment to quality and continuous improvement through the use of
various International and Australian Standards and the Australian Business Excellence
Framework. These tools have assisted the City to design, implement and monitor a Business
Management System placing the City in the top performing local governments in Western
Australia.

The Business Improvement Team (BIT) is primarily responsible for maintaining certification
in 1SO9001 Quality Management Systems, AS4801 Occupational Health and Safety
Management Systems and [S0O14001 Environmental Management Systems. Refer
Attachment 3 for the Terms of Reference for the Business Improvement Team.

To achieve this, the BIT plays a primary role in leading, training and developing individuals
and teams, in establishing, developing and implementing key operational functions and
drivers within a Business Excellence framework. This includes but is not limited to:
Continuous Improvement Teams, Australian Business Excellence Framework (ABEF) self-
assessments, continual improvement, customer service, operational innovations and
upgrades, etc.

Through this, the Business Improvement Team is committed and responsible for driving a
Business Excellence culture within the organisation; to achieve a culture where Quality,
Safety, Environmental and Risk Management become the philosophies for individual
employees and is embedded in the City’s Strategic Community Plan. Some examples that
drive internal control are:

1. Business Management System

The City’'s Business Management System (BMS) forms the foundation for
organisational process control within a well-structured documentation model. The
system adopted by the City is certified by SGS Australia Pty Ltd in conformance to the
Standard requirements of 1S09001 Quality Management Systems, AS4801
Occupational Health and Safety Management Systems and 1SO14001 Environmental
Management Systems.

The formal review of the Business Management System from both internal and
external system audits forms a qualitative measure of the systems acceptability and
conformity.

The BMS is integrated into the City’s electronic document control system Enterprise
Content Management (ECM) to ensure overall integration and control of organisational
systems and resources.
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2.

Documented Procedures

The City uses internal controls for documented procedures in the BMS to achieve the
following:

. Ensure compliance with policies, plans, procedures, laws and regulations
. Ensure the efficient, economical and effective use of resources

. Enable the accomplishment of established objectives and goals for operations or
programs.

Clarity and continuity in the operation of any internal control is achieved by
documenting the controls appropriately. Appropriate documentation has the effect of
clarifying the control activity and creating the appropriate control environment by
improving the awareness and actions of staff.

Each procedure documents the responsible staff and all documents in the BMS are
reviewed within a standardised three year period. New or amended control
documentation follow a clearly defined approval process to ensure all relevant staff are
aware of the new or amended control and have been appropriately trained in its
application.

Retention of documents resulting from the operation of control is essential to not only
provide evidence of its existence and operation but also to provide a trail in the event
of a breakdown of the control. The City has an over-arching System Procedure to
instruct staff in the retention of records in addition to process steps about retaining
records in individual documented processes.

Reports.

Reports provide an overview of how the City is progressing in terms of performance
and control of the Quality, Safety and Environmental Management Systems and the
BMS for the period under review.

The following sample reports provide the progress and status updates for activities
such as opportunities for improvement (OFI) identified from the City’s Internal and
SGS Audits, the Australian Business Excellence Framework’s Organisational Self-
Assessment (OSA) and the management of documented processes and procedures
using the System Improvement Requests (SIR) as per the City’s Business
Management System framework. The OFI items are reported to the Executive at bi-
monthly Business Improvement Team meetings until they are closed out.
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3.1

Internal and SGS Audits and OSA — Opportunity For Improvement (OFI)

Number of OFls
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Monthly Trend of Outstanding OFls
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2

Documentation of Processes and Procedures — SIR Submission

Number of SIRs

200

System Improvement Request (SIR) Submissions

Jan - Dec Jan - Dec Jan - Sep
2015 2016 2017

 Document Change B New Documents
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4, Performance Management Review

The Performance Management Review (PMR) is a monthly meeting of the Senior
Management Team and at the end of each quarter includes the entire management
team. The purpose of the PMR is to consider information both of a strategic and
operational nature so as to ensure that the organisation is effective, efficient,
legislatively compliant, risk controlled and meeting the required objectives of a best

practice local government.

A typical agenda may include such items as:

KEY TREND CHARTS

Recruitment and selection

Youth Centre attendances

Terminations

Youth Centre outreach work

Staff availability (trend)

Library statistics

Terminations/total staff

Number of planning applications lodged

Employee opinion survey

Value of planning applications lodged

Staff development reviews

Number of building applications approved in
Belmont

Full time equivalents

Value of building works approved in Belmont

Rehabilitation and return to work
programmes

Building maintenance expenditure

Occupational Safety and Health training
and development

Building projects expenditure

Capital grant/contribution income

Building capital works expenditure

Operating grant/contribution income

Public art status report

Infrastructure expenditure to rate
revenue

Media and communications

Capital/operations ratio

Technical Services update

Wages/salaries margin

Assets report — paths

Rates outstanding by period

Assets report — drainage

Divisional financial analysis

Assets report playgrounds

Strategic Community Plan and Corporate
Business Plan

Assets report — Public Open Space and
irrigation

Business Improvement report

Reactive maintenance

Emergency Management update

Assets report - buildings

Belmont HACC Services programme
statistics

Assets report — public art

Youth Centre contacts
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The table below contains a sample of the key documents utilised in delivering internal
controls for the City. It is by no means reflective of all supporting documentation.

Document Title

Document Title

Policy BEXB38 Business Improvement

SP22 Training and Competency

SPO1 Data Analysis

Audit Plan 2017

SP02 Audit of BMS

Business Management System Manual

SP08 Document Control

BMS Documentation Structure and Definition

SP13 Legal and Compliance
Requirements

City of Belmont Values

SP14 Management Review

Continuous
System

Improvement Management

SP15 Strategic Community Plan

Customer Complaint Management Procedure

SP17 Records Management

Customer Focus Plan 2014-2017

SP21 System Improvement Request and
Innovation Management

Customer Focus Strategy

Customer Service Charter

PM Internal Audit Evaluation Process

Decision Making Structure — Meeting
Cycle

PM Business Excellence OSA Process

Delegated Authority Register

PM SIR Creation and Submission

ECM Guidelines

PM Develop and Maintain Policies

Continuous Improvement Process and
Manual

PM Standard Monthly Finance Reports

Information Knowledge Management
Strategy

PM Receipting Payments

IT Security Policy

PM Provide Purchasing Services

Process Management Strategy

PM Petty Cash

Public Interest Disclosure Procedures

PM Bank Reconciliations

Record Keeping Plan

PM Investments

Human Resources Policy Manual

PM Manage Recruitment

PM Manage Records

WI Submitting New Documents on BelNet

PM Process Tender Documents

WI RMSS Compliance Manager Audit Guide

PM Process Legal Documents

WI Conducting Internal Audit of BMS

PM Manage FOI Applications

W] Strategic Policy Development

PM Document Box Audits

WI Vital Records

PM Manage Staff Development Reviews

WI Retention and Disposal

PM Manage Payroll

WI Staff Development Reviews

PM Internal Audit Report Preparation

WI Recruitment and Selection

(SP = System Procedure, PM = Process Map, WI = Work Instruction, RMSS = Risk Management and Safety
System, ECM = Enterprise Content Management, SIR = System Improvement Request, OSA = Organisational
Self Assessment, FOI = Freedom of Information)

Legislative Compliance

The legislative requirements for local government extend into hundreds of statutes,
regulations, policies and guidelines etc. set down by all levels of government. This
responsibility requires significant effort and sound systems to be implemented in order
to address these many requirements.
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1.

Compliance Management Plan

The City’s Compliance Management Plan sets out the essential elements of the City’s
compliance program. The Compliance Management Plan is used to meet the
organisation’s structural, operational and maintenance requirements and is formatted
to reflect Australian Standard 3806-2006 Compliance Programs and aims to:

. Prevent, and where necessary, identify and respond to, breaches of law,
regulations, codes or organisational standards

. Promote the City’s organisational value of Integrity (to act in an honest,
professional, open and accountable manner)

. Assist the City in remaining a good corporate citizen.

The City is committed to an operational environment that rigorously supports the
organisation in achieving the highest standards in compliance. This is supported by
the:

° City of Belmont Policy Manual
o Code of Conduct

° ISO9001 Quality Management Systems, AS4801 Occupational Health and
Safety and 1SO14001 Environmental Management Systems designed to include
specific compliance requirements within processes

° Deployment of the Australian Business Excellence Framework and Guidelines
. Strategic Community Plan 2016-2036

° Corporate Business Plan 2017-2021

o Compliance Management Policy (BEXB31)

° Standing Committee (Audit and Risk).

The City’s organisational structure supports the delivery of professional advice and
support for compliance matters, through the Governance Section. This section has
appropriate experience and authority to lead and direct the organisation in compliance
matters.

The Governance Section has responsibility for the City’s Business Management
System, which incorporates delivery of compliance requirements throughout the
organisation. The City’s Business Management System provides Process Owners the
mechanism to record succinct details of compliance within Process Maps and outline
greater detail in subsequent Work Instructions.

The Business Management System is easily accessible to employees via the City’s
intranet, BelNet, which also provides access to supplementary information (legislation,
policies, codes, industry and organisational standards).

Outsourcing of City activities and therefore the relevant compliance matters are
identified, monitored and reported on via the City’s Contract Management Process.

The Business Management System is subject to continuous review by Process Users
and Owners who are supported with appropriate training and exposure to ensure
understanding of their compliance responsibilities.
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2. Compliance Accountability Listing

The City maintains a Compliance Accountability Listing, which is a comprehensive list
of all identified compliance requirements.

Each compliance influence captured within this listing is assigned to a Compliance
Driver. This Officer is identified as the individual within the organisation with sufficient
relevant experience and knowledge of that compliance document and who has an
appropriate level of authority. This officer is subsequently responsible for actively
monitoring and responding to any changes arising from this driver.

Appropriate responses to changes arising from compliance accountability listings
require officers to test for impact on the City’s Business Management System and, by
using the BMS System Procedures, engage Process Owners to review existing BMS
documents.

Where review (or testing) of the Business Management System fails to identify an
existing BMS document that supports a Compliance Accountability Listing item, the
relevant Officer must identify and ensure that the relevant Manager progresses the
development of any necessary new BMS documents. Authorising Officers for new and
changes to BMS documents are required to critically review and ‘sign off’ each process
for compliance with the Compliance Accountability influences.

This management approach proactively influences the development of the City's
processes and practices to ensure they are continually developed and improved to
meet compliance requirements.
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3. Department of Local

Government, Sport and Cultural Industries— Statutory

Compliance Audit Return

It is a requirement of the Local Government Act 1995 that a Statutory Compliance
Audit Return (CAR) is completed by 31 March of each year. The DLGSCI provided a
set of questions in early January 2017. It should be noted that the City’s 2013, 2014,
2015 and 2016 compliance scores were 100%.

The elements tested for the 2016 DLGSCI CAR are represented below:

Compliance Area Full Non-
Compliance Compliance
Commercial Enterprises by Local Government 5 0
Delegation of Power/Duty 13 0
Disclosure of Interest 16 0
Disposal of Property 2 0
Elections 1 0
Finance 14 0
Local Government Employees 5 0
Official Conduct 6 0
Tenders for Providing Goods and Services 25 0

City of Belmont Annual Compliance Audit Return Compliance Rates.

100
99
98
97
96
95
94
93
92

Compliance Score

2009

2010

2011

1l

2012 2013 2014 2015 2016

The Standing Committee (Audit and Risk) considered the findings of the Compliance
Audit Return at its meeting of the 27 February 2017 and Council subsequently at the
28 March 2017 meeting confirmed these findings.
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4.

Department of Local Government, Sport and Cultural Industries — Compliance
Reviews

The DLGSCI review all Statutory Budgets, Budget Reviews and Annual Financial
Reports to ensure they comply with the Local Government Act 1995 and relevant
regulations. Items of non-compliance are reported to the Chief Executive Officer and
depending on the severity of the non-compliance could result in further action.
Relevant sections from the Local Government Act 1995 and associated regulations
have been extracted to formulate a comprehensive compliance checklist that is used
to ensure non-compliance issues are mitigated.

External Audit

Section 7.2 of the Local Government Act 1995 requires that “the accounts and Annual
Financial Report of a local government for each financial year are audited by an
auditor appointed by the local government.” This comprises the external audit of the
Annual Financial Report and interim audit. The interim audit in particular reviews
(predominantly finance related) internal controls and legislative compliance.

The Annual Financial Report has more of a focus on compliance with Australian
Accounting Standards. Audit Reports are then presented to the Standing Committee
(Audit and Risk) before being reported to Council.

The interim audit includes the following areas:
Purchasing

Payments and Creditors

Rate Receipts and Rate Debtors

Receipts and Sundry Debtors

Bank Reconciliations

Payroll

General Accounting and IT General Controls
Investments

Minutes

Property, Plant and Equipment and Infrastructure.

Items raised that could be improved upon (including areas of non-conformance) are
identified in the Auditors report and monitored on a monthly basis by the Business
Improvement Team to ensure they are actioned. They are also reviewed by the
auditors in subsequent audits.

Investment Compliance

On a monthly basis the City’s independent investment advisor (CPG Research and
Advisory Pty Ltd) reviews the City’s investment portfolio. This includes measuring the
portfolio’s credit quality, counterparty exposure and maturity profile to ensure
compliance with both the City’s Investment Policy (BEXB35 — Investment of Funds)
and the Local Government (Financial Management) Regulations 1996. The results of
this monthly review have not identified any matters of non-conformance.
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7.

Financial Management Review

Section 5(2)(c) of the Local Government (Financial Management) Regulations 1996
requires the Chief Executive Officer (CEO) to undertake a review of the
appropriateness and effectiveness of the financial management systems and
procedures of the local government regularly (and not less than once in every four
financial years) and report to Council the results of those reviews.

The Financial Management Review was undertaken by the City’s external auditors and
the results reported to the Standing Committee (Audit and Risk) on 23 February 2015
and subsequently endorsed by Council on 24 March 2015. There were no issues
raised as a result of the review.

The table below contains a sample of the key documents utilised in delivering
legislative compliance to the City. It is by no means reflective of all supporting
documentation.

Document Title Document Title

Policy BEXB31 Compliance Management | PM Develop or Major Review of Strategic

Community Plan

Policy BEXB16 Legal Representation for PM Manage Local Laws

Council Members and Employees

Policy BEXB 27 Financial Management — | PM Manage Internal Accountability

Major Land Transactions

Policy BEXB28 Purchasing PM Tender Process

Policy BEXB 29 Organisational Record WI Standing Committees — Meeting

Keeping Preparation, Agenda and Minute Production

SP13 Legal and Compliance WI Special Council Meeting — Meeting

Requirements Preparation, Agenda and Minute Production

SP15 Strategic Community Plan WI Ordinary Council Meeting — Meeting
Preparation, Agenda and Minute Production

SP16 Procurement WI Information Forum — Meeting Preparation,
Agenda and Minute Production

SP17 Records Management WI Agenda Briefing Forum — Meeting
Preparation, Agenda and Minute Production

Strategic Community Plan 2016-2036 WI Councillor Workshops

Corporate Business Plan 2017-2021 WI Receiving Served Legal Documents

Standing Orders Local Law 2017 WI Disruptive Behaviour at Council Meetings

City of Belmont Code of Conduct WI Annual Electors Meeting — Meeting
Preparation, Agenda and Minute Production

Compliance Management Plan WI Notification of Gifts/Hospitality

Compliance Accountability Listing WI Compliance Accountability Listing

Compliance Calendar WI Appointment of Authorised Officers

Delegated Authority Register WI Administer the use of the Common Seal

Freedom of Information Guidelines WI Tenders Stage 1 Plan and Specify

Public Interest Disclosure Procedures WI Tenders Stage 2 Invite, Receive and Check

PM Manage External Accountability WI Tenders Stage 3 Assess and Select

PM Manage Delegations and WI Tenders Stage 4 Award Contract and

Authorisations Update Records
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PM Manage Decision Reviews WI Belmont Trust — Meeting Preparation,
Agenda and Minute Production

PM Manage Compliance Calendar WI Review and Disposal of Electoral Material

PM Develop and Manage Compliance WI Representing the City in Court Proceedings

Management Plan

PM Compliance Audit Return WI Manage Primary/Annual Returns

PM Audit Planning and Management WI Manage Delegated Authority Review

PM Administer Local Government Postal WI Manage Compliance Audit Return
Elections

PM Manage Strategic Community Plan WI Manage Code of Conduct

PM Manage Corporate Business Plan WI Manage Compliance Calendar

PM Develop and Maintain Policies

(SP = System Procedure, PM = Process Map, WI = Work Instruction, RMSS = Risk Management and Safety
System, ECM = Enterprise Content Management, SIR = System Improvement Request, OSA = Organisational
Self Assessment, FOI = Freedom of Information)

The City also undertakes operational risk comparisons from time to time to assess the City’s
operations in comparison with reports from DLGSCI inquiries, Corruption and Crime
Commission (CCC) reports and other relevant reports.

A recent report assessed the City’s operations in comparison with risks noted in a CCC
report on a matter of Governance at the Shire of Dowerin. This operational comparison was
presented to the 24 July 2017 Standing Committee (Audit and Risk) and subsequently
endorsed by Council at the 22 August 2017 Ordinary Council Meeting.

The operational comparison report assessed the City’s current practices in relation to
Council oversight in the management of its financial operations. While the City’s current
controls are in line with best practice recommendations as outlined in the Shire of Dowerin
inquiry, the importance of appropriate Councillor training has been highlighted as a crucial
element in ensuring the effective governance of the local government.

The results of this operational comparison reflect the strength and sophistication of the City’s
internal control and legislative compliance processes and procedures.

The City also proactively reviews high risk functions, and as such an independent external
review of the City’s procurement function was conducted by consulting firm Blue Zoo to
measure the City’s current performance and identify any areas for improvement. The review
was considered a ‘health check’ and an opportunity to ensure the City has the capacity and
capability to provide an effective and efficient procurement function.

The City has achieved 100% compliance in tenders and contracts for the compliance audit
return and financial audit in recent years. The procurement review was undertaken to assess
the current practice and identify any areas for improvement, and was not intended as a
compliance audit.

The main areas identified for improvement were Strategic Planning and Contract
Management. It was noted within the report that other processes are relatively mature
against current compliance obligations and only need extending a little in terms of
sustainability concepts.

30




STANDING COMMITTEE (AUDIT AND RISK)
30 October 2017

Item 11.3 Continued

FINANCIAL IMPLICATIONS

There are no financial implications evident at this time.

ENVIRONMENTAL IMPLICATIONS

There are no environmental implications at this time.

SOCIAL IMPLICATIONS

There are no social implications at this time.

Committee Notes

The Director Corporate and Governance provided a presentation which included the
following:

Legislation

Focus

o Internal Control

o Legislative Compliance

7.39pm The Manager Finance returned to the meeting.

(Refer Tabled Attachment 2 for further information).

A series of questions were asked and responded to as follows:

A number of approaches are undertaken in relation to the training and upskilling of
employees. Training opportunities are identified as part of the annual Staff
Development Review process both by the employee and supervisor, then dependent
on the circumstances, there will be a progression to training undertaken.

Additionally, training is undertaken as opportunities arise. The City has an internal,
online training system which delivers programs on a range of topics, such as
occupational safety and health and customer service. Training providers are engaged
to provide appropriate organisation wide training on subjects such as diversity, cultural
awareness and customer service. Conferences, seminars and external training
courses are also undertaken where appropriate.

The City also provides training for internal auditors, and currently more than 20
auditors are trained across the three standards and in the business excellence
framework.

Operational comparisons to CCC reports are undertaken by a few other local
governments, such as the City of Melville; however this is not believed to be standard
practice across the industry.
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Item 11.3 Continued

In addition to the operational comparison being reviewed by management and Council,
the City submits its report and findings to the Department of Local Government, Sport
and Cultural Industries.

OFFICER RECOMMENDATION

MARKS MOVED, BACK SECONDED,

1.

That the Chief Executive Officer’s review, as outlined in the above report,
addressing the requirements of Local Government (Audit) Regulations 1996,
Regulation 17:

“CEO to review certain systems and procedures

(1) The CEO is to review the appropriateness and effectiveness of a local
government’s systems and procedures in relation to —

(a) risk management; and

(b) internal control; and

(c) legislative compliance.”
is endorsed.

That Council note that this 2017 review undertaken by the Chief Executive
Officer provides information on the various internal control and legislative
compliance systems and procedures that demonstrate compliance with
Regulation 17 of the Local Government (Audit) Regulations 1996.

That Council note that the 2018 review undertaken by the Chief Executive Officer
will provide information on the various risk management systems and
procedures that demonstrate compliance with Regulation 17 of the Local
Government (Audit) Regulations 1996.

CARRIED 5VOTES TO O
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11.4

ATTACHMENT DETAILS

AUDIT PLAN 2018

BUSINESS EXCELLENCE BELMONT

Attachment No Details

Attachment 4 — Item 11.4 refers Proposed 2018 Audit Plan
Attachment 5 — Item 11.4 refers 2017 Audit Plan

Tabled Attachment 3 = Iltem 11.4 Audit Plan 2018 Presentation
refers

Voting Requirement
Subject Index

Location/Property Index

Application Index

Disclosure of any Interest

Previous Items
Applicant

Owner

Responsible Division

COUNCIL ROLE

[

OO O X

PURPOSE OF REPORT

Advocacy

Executive

Legislative

Review
Quasi-Judicial

Simple Majority

19/003 Audit and Risk Committee
N/A

N/A

Nil

22 November 2016 OCM — Iltem 12.6
N/A

City of Belmont

Corporate and Governance

When Council advocates on its own behalf or on behalf of its
community to another level of government/body/agency.

The substantial direction setting and oversight role of the Council
eg adopting plans and reports, accepting tenders, directing
operations, setting and amending budgets.

Includes adopting local laws, local planning schemes and
policies.

When Council reviews decisions made by Officers.

When Council determines an application/matter that directly
affect a person’s right and interests. The judicial character
arises from the obligation to abide by the principles of natural
justice.  Examples of quasi-judicial authority include local
planning applications, building licences, applications for other
permits/licences (eg under Health Act, Dog Act or Local Laws)
and other decisions that may be appealable to the State
Administrative Tribunal.

To seek Council endorsement of the City’s 2018 Audit Plan (refer Attachment 4).

SUMMARY AND KEY ISSUES

The City of Belmont conducts and undertakes a range of audit activities.

The City has developed a coordinated approach to these audit activities, managed year to

year by an Audit Plan.

Attachment 5).

The adopted 2017 Audit Plan is attached for reference (refer
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Iltem 11.4 Continued
LOCATION

N/A

CONSULTATION

There has been no specific consultation undertaken in respect to this matter.

STRATEGIC COMMUNITY PLAN IMPLICATIONS

In accordance with the Strategic Community Plan Key Result Area: Business Excellence
Belmont.

Objective: Apply sound and sustainable business management principles.
Strategy: Ensure competitive and sustainable financial performance through effective
modelling, financial management and reporting practices which underpin

capacity building.

Objective: Maximise organisational effectiveness and reputation as an organisation,
employer and a community.

Strategy: Ensure that the organisation’s capacity and capability meets strategic,
customer and operational needs.

POLICY IMPLICATIONS

The adoption of the Audit Plan is supported by Council Policies BEXB31 Compliance
Management and BEXB38 Business Improvement.

STATUTORY ENVIRONMENT

Section 7.2 of the Local Government Act 1995 requires the City to conduct annual financial
audits.

Regulation 14 of the Local Government (Audit) Regulations 1996 requires that a compliance
audit for the period 1 January to 31 December is completed each year in a form approved by
the Minister.

Under the International Quality Management Standard 1ISO 9001:2015 Quality Management
Systems the City is required to conduct a program of internal audits.

BACKGROUND

The 2018 Audit Plan is presented to the Standing Committee (Audit and Risk) for
endorsement prior to consideration by Council.
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Iltem 11.4 Continued

OFFICER COMMENT

The 2018 Audit Plan is based on:

Internal audit best practice
Statutory audit requirements

The integration of the internal audit approach with other management system initiatives
being produced by the City (such as Quality Assurance, Risk Management and Process

Mapping)
The need to support the City’s chosen governance approach

The requirement to provide a comprehensive solution that can be undertaken with
existing resources.

FINANCIAL IMPLICATIONS

There are no financial implications evident at this time.

ENVIRONMENTAL IMPLICATIONS

There are no environmental implications at this time.

SOCIAL IMPLICATIONS

There are no social implications at this time.

Committee Notes

The Principal Governance and Compliance Advisor provided a presentation which included
the following:

Status of 2017 Audit Schedule
Proposed 2018 Audit Schedule

(Refer Tabled Attachment 3 for further information).

A series of questions were asked and responded to as follows:

The Strategic Community Plan (SCP) is a 20 year plan, which in accordance with
legislation requires a minor review every two years and a major review every four
years. A minor review is scheduled for 2017.

The Organisational Self-Assessment (OSA) is a separate process.

The Corporate Business Plan (CBP) is a four year plan, reviewed annually. The CBP
is currently under review and will be presented to Council in February 2018.
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