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MINUTES 
 

1.0 OFFICIAL OPENING 
 
 The Chairman opened the meeting at 4.30pm, welcomed Councillors and Staff. 

 
2.0 ATTENDANCE, APOLOGIES AND LEAVE OF ABSENCE PREVIOUSLY 

APPROVED 
 
2.1 Attendance 

 
 Councillors 

Margaret Thomas (arrived 4.32pm) North Ward 
Justin Whitten South West Ward 
Allan Morton South West Ward 
Martyn Cresswell North West Ward 
Dylan O'Connor North West Ward 
 

 Members of Staff 
Clayton Higham Acting Chief Executive Officer 
Rhonda Hardy Director Corporate & Community Services 
Rajesh Malde Manager Financial Services 
Peter Hayes Manager Business & Strategy 
Darrell Forrest Manager Governance 
Meri Comber Governance Officer 
 

 Observers  
Noreen Townsend South West Ward 
Frank Lindsey South East Ward 
 

 Visitor 
David Tomasi, Partner/Director, UHY Haines Norton, Appointed Shire of Kalamunda 
Auditors 
 

2.2 Apologies Nil 
 
 

2.3 Leave of Absence Previously Approved 
 
Nil. 
 

3.0 CONFIRMATION OF THE MINUTES OF PREVIOUS MEETING 
 
3.1 That the Minutes of the Audit Committee Meeting held on 17 September 2012 are 

confirmed as a true and correct record of the proceedings. 
 

 Moved:  Cr Justin Whitten 
 

 Seconded:  Cr Martyn Cresswell 
 

 Vote:  CARRIED UNANIMOUSLY (4/0) 
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4.0 CONFIDENTIAL ITEMS 
 
4.1 10.  Rates Debtor Write-Off 2012  - Provided under separate cover. 

Reason for Confidentiality – Local Government Act 1995: Section 5.23 (2) (a), “the 
personal affairs of any person”. 
 

5.0 DISCLOSURE OF INTERESTS 
 
5.1 Disclosure of Financial and Proximity Interests 

 
a. Members must disclose the nature of their interest in matters to be discussed 

at the meeting.  (Sections 5.60B and 5.65 of the Local Government Act 
1995.) 

 
b. Employees must disclose the nature of their interest in reports or advice 

when giving the report or advice to the meeting. (Sections 5.70 and 5.71 of 
the Local Government Act 1995.) 

 
5.1.1 Nil. 

 
5.2 Disclosure of Interest Affecting Impartiality 

 
a. Members and staff must disclose their interest in matters to be discussed at 

the meeting in respect of which the member or employee had given or will 
give advice. 

 
5.2.1 Nil. 

 
6.0 REPORTS TO COUNCIL 
 

Please Note:  declaration of financial/conflict of interests to be recorded prior to 
dealing with each item. 
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item. 
 
Cr Thomas arrived after the Confirmation of Minutes and prior to discussion on Item 9. 
 

9. Financial Statements for Year Ended 30 June 2012  

 Previous Items Nil 
 Responsible Officer Director Corporate & Community Services 
 Service Area Finance 
 File Reference  
 Applicant N/A 
 Owner 

 
N/A 

 Attachment 1 Financial Statements for the financial year ended 
30 June 2012 

 Attachment 2 Auditor’s Report for the financial year ended 30 
June 2012. 

PURPOSE 

1.  To receive and consider the Shire’s auditor’s report and the financial 
statements for the year ending 30 June 2012 that have been presented for 
Audit. 

BACKGROUND 

2.  The financial statements have been prepared in accordance with the 
requirements of the Local Government Act 1995 (Part 6 Financial 
Management) and were presented to the Shire’s Auditor, UHY Haines Norton 
Chartered Accountants, for Audit. 

DETAILS 

3.  The Shire’s Auditor inspected the accounts in August 2012 and aside from 
some minor queries outlined in the Management Report they have accepted 
the form and presentation of the Financial Statements for the year ended 30 
June 2012 of the Shire of Kalamunda. 

STATUTORY AND LEGAL IMPLICATIONS 

4.  The Local Government Act 1995 Section 6.4 reads as follows: 

6.4. Financial report 

(1) A local 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 —  
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 (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 provisions of this Section have been complied with by the Shire. 

5.  The Local Government Act 1995 – Local Government (Financial Management) 
Regulations 1996 – Regulation 51 reads as follows: 

51. Completion of financial report 

 (1) After the annual financial report has been audited in accordance 
with the Act the CEO is to sign and append to the report a 
declaration in the form of Form 1. 

 (2) A copy of the annual financial report of a local government is 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. 

Following the receipt of the Audit Report for the year ended 30 June 2012 the 
requirements of this Regulation will be fulfilled. 

POLICY IMPLICATIONS 

6.  Nil. 

PUBLIC CONSULTATION/COMMUNICATION 

7.  Nil. 

FINANCIAL IMPLICATIONS 

8.  Nil. 

STRATEGIC AND SUSTAINABILITY IMPLICATIONS 

Strategic Planning Implications 

9.  Council needs to ensure expenditure levels are in line with the adopted Budget 
and Revenue allocations are being met.  This is done by the regular 
(quarterly) Budget Reviews and seeking explanation for over expenditure or 
revenue shortfalls.  It is well to remember that over expenditure is not 
necessarily unauthorised expenditure, but unbudgeted expenditure is most 
certainly unauthorised. 

10.  Council can make unbudgeted expenditure provided the Local Government Act 
1995 Section 6.8 is complied with.  This section reads as follows: 

6.8. Expenditure from municipal fund not included in annual 
 budget 

(1) A local government is not to incur expenditure from its municipal 
fund for an additional purpose except where the expenditure —  
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(a) is incurred in a financial year before the adoption of the 
annual budget by the local government; 

(b) is authorised in advance by resolution*; or 
(c) is authorised in advance by the mayor or president in an 

emergency. 

 * Absolute majority required. 

(1a) In subsection (1) —  
additional purpose means a purpose for which no 
expenditure estimate is included in the local government’s 
annual budget. 

(2) Where expenditure has been incurred by a local   
 government — 

(a) pursuant to subsection (1)(a), it is to be included in the 
annual budget for that financial year; and 

(b) pursuant to subsection (1)(c), it is to be reported to the next 
ordinary meeting of the council. 

The above is not indicating that there is a current issue but to reinforce the 
requirements of the Local Government Act 1995. 

Sustainability Implications 

Social Implications 

11.  Nil. 

Economic Implications 

12.  Nil 

Environmental Implications 

13.  Nil. 

OFFICER COMMENT 

14.  This report is focused on five Statements included in the Financial Statements 
for the year ended 30 June 2012, (Attachment 1): 

• Statement of Comprehensive Income by Nature and Type (Page 3). 

• Statement of Comprehensive Income by Program (Page 4). 

• Statement of Financial Position (Page 5).  

• Rate Setting Statement (Page 8). 

• Note 12. Cash-Backed Reserves (Page 34). 
 

Statement of Comprehensive Income by Nature and Type 

15.  The end of year figures show total operating revenue was over budget and 
increased in line with expenditure with an overall difference of $253,082. 
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16.  This shows that expenditure has been managed closely and has resulted in an 
extremely good end of year operating result. 

17.  The following budget variance analysis shows that revenues overall were up by 
$1,667,448 and expenditure increased by $1,414,366. 

Revenue 2012 Actual 2012 Budget Variance % 
Rates 24,006,309 23,856,865 149,444  1% 
Operating Grants and 
Subsidies 6,325,930 4,942,219 1,383,711  28% 
Contributions, 
Reimbursements and 
Donations 1,125,931 1,200,971 (75,040 ) -6% 
Fees and Charges 10,238,710 10,015,488 223,222  2% 
Interest Earnings 818,406 724,826 93,580  13% 
Other Revenue 41,878 149,348 (107,470 ) -72% 
Revenue Total  42,557,165 40,889,717 1,667,448  4% 
      
Expenses 

  
    

Employee Costs (19,608,031) (18,022,019) (1,586,012 ) 9% 
Materials and 
Contracts (14,780,585) (16,303,146) 1,522,561  -9% 
Utility Charges (2,041,258) (1,345,849) (695,409 ) 52% 
Depreciation on Non-
Current Assets (9,314,073) (9,144,213) (169,860 ) 2% 
Interest Expenses (500,486) (449,667) (50,819 ) 11% 
Insurance Expenses (488,355) (369,590) (118,765 ) 32% 
Other Expenditure (668,307) (352,246) (316,061 ) 90% 
Expenses (47,401,096) (45,986,730) (1,414,366 ) 3% 

 (4,843,931) (5,097,013) 253,082 -5% 
 

  

18.  The Shire is required to report upon variations of greater than 5%:- 

19.  Operating, Grants & Subsidies were over budget by 28% largely because of 
grants that were secured through the year such as the $268,357 Healthy 
Communities grant and a prepayment of the Federal Assistance Grant for 
2012/2013. 

20.  Interest Earnings were a surprisingly pleasing result showing a $93,580 
increase over budget forecast. This is largely because of restrained spending 
by the Shire, holding money in Reserves and also restraint by the Reserve 
Bank in keeping interest rates steady. 

21.  Other revenues did not perform to budget expectation due to a penalty charge 
which has not been recouped and is being handled by the Fines Enforcement 
Registry. 

22.  Employee Costs were over budget due to staff increases relating to grants 
received, as well as significant increase in costs such as FBT, workers 
compensation and redundancy payments as a result of the organisational 
review. 

23.  Materials and Contracts expenditure came under budget by 9% due to 
extremely tight budget monitoring and a regular regime of budget review 
reigning in as much discretional spending as possible. 
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24.  Utility Charges again this year were excessive. The Shire will need to look 
closely in the future at ways to reduce its power and water consumption. 

25.  Interest expense was over budgeted forecast by 11% amounting to $50,819. 
This was principally due to additional loan drawn for the purchase of Depot 
Waste Trucks which had not been budgeted for, accounting for additional 
interest of $32,373. 

26.  Other expenses ran significantly higher than expected by 90% this was due to: 

• Builders rebates for six lots at average costs of $24,433 a lot amounting 
to $146,600. This amount had initially been recognised as Capital 
expenditure but was determined to be operating expenditure during the 
Audit. 
 

• $51,974 relates to reimbursement of over-claimed Public Open Space 
funds which were reimbursed during the year back to the Trust accounts. 
 

• The rest of the variances were as a result of reclassifications between 
materials and contracts and other expenditure for project related 
expenditure. 
 

Statement of Comprehensive Income by Program 

27.  A comparison of actual revenue and expenditure by program to the adopted 
budget provided a more reasonable reading of the document. 

Revenue 
Actual 
2012 

Budget 
 2012 Variance % 

Governance 10,157 0 10,157  0% 
General Purpose Funding 25,576,620 26,811,941 (1,235,321 ) -5% 
Law, Order, Public Safety 319,677 306,898 12,779  4% 
Health 97,487 71,465 26,022  36% 
Education and Welfare 3,585,571 3,589,816 (4,245 ) 0% 
Community Amenities 7,293,883 7,243,690 50,193  1% 
Recreation and Culture 2,026,391 1,624,604 401,787  25% 
Transport 152,956 73,783 79,173  107% 
Economic Services 610,601 542,698 67,903  13% 
Other Property and 
Services 2,883,821 624,822 2,258,999  362% 

 
42,557,165 40,889,717 1,667,448  4% 

Expenses 
  

    
Governance (2,587,961) (2,531,043) (56,918 ) 2% 
General Purpose Funding (747,875) (597,046) (150,829 ) 25% 
Law, Order, Public Safety (1,438,451) (1,390,258) (48,193 ) 3% 
Health (769,552) (790,280) 20,728  -3% 
Education and Welfare (3,756,548) (4,230,982) 474,434  -11% 
Community Amenities (11,164,605) (10,174,468) (990,137 ) 10% 
Recreation and Culture (17,361,783) (17,012,640) (349,143 ) 2% 
Transport (7,902,578) (7,699,866) (202,712 ) 3% 
Economic Services (582,984) (553,041) (29,943 ) 5% 
Other Property and 
Services (588,273) (557,439) (30,834 ) 6% 
 (46,900,610) (45,537,063) (1,363,547) 3% 
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Revenue 

28.  • Variance on Governance revenue is principally due to contributions 
received from Fire and Emergency Services Administration (“FESA”) for 
the costs incurred for having a dedicated officer at the Shire. This income 
had not been budgeted for. 

• General Purpose Funding and Other Property and Services need to be 
considered together with a net positive variance being $1,023,678 which 
mainly related to receipt of increased Federal Assistance Grants in the 
month of June.   

• Health fees were higher with the introduction of provision of services to 
regional Shires. 

• Recreation and Culture had higher income due to higher fees earned 
worth $89,941 and various new grants received in respect of the Healthy 
Communities $268,357, Kids Sport programme worth $58,000 and 
Strategic Crime Prevention Division for additional CCTV coverage worth 
$21,536. 

• Transport variance is related to Main Roads WA direct grants worth 
$166,507 less amounts refunded for speed cushions removed from 
Wittenoom Rd. 

• Economic services were higher mainly due to increased number of 
building applications and the introduction of provision of building technical 
services to regional Shires. 

Expenditure 
 

29.  • General Purpose Funding variance is emanating from Rates Debt 
Collection expenditure being higher by $107,000 and increased valuation 
charges from Landgate worth $14,517. The increased Debt Collection 
charge is offset by higher fees collected by the Rates section as this 
amount gets on-charged onto the ratepayer in most cases. 

• Education and welfare variance lies in the operation of HACC community 
care programme expenditure which came in at $406,810 lower than 
budgeted. This was due to a lower demand for services. 

• Community Amenities was higher due to increased Waste charges worth 
$285,519 with higher charges for tipping. The budget was lower due to 
waste tonnage being under-estimated. Additionally verge collection 
charges came in higher by $184,965. The other area which showed an 
adverse variance was in property services whereby the budget was 
allocated in Capital expenditure.  However, costs such as the rebates 
scheme given as an incentive to sell the Smoke bush Estate, on East 
Welshpool Rd were recorded as operating costs and amounted to 
$445,000. 

• Economic Services variance relates to the creation of an Economic 
Development business unit from the restructure and expenditure 
incurred related to employment costs. The budget was in Other Property 
and Services programme and was re-aligned in the subsequent budget 
review held in January 2012. 
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• In Other Property and Services, the variance relates to higher insurance 
costs arising from increases in premiums and access claims. 

Rate Setting Statement 

30.  The Rate Setting Statement reveals an end of year surplus of $2,308,520 for 
the year ended 30 June 2012.  The brought forward actual from 2011 was a 
significant deficit of ($1,481,865) whereas the adopted 2011/2012 Annual 
Budget has brought forward a deficit of $628,678.   

The Shire has seen an amazing turnaround in the figures effectively starting 
with having the recoup a $1.4million deficit and then ending with an end of 
year carry forward on $2.3million.  This highlights the commitment made by 
the Council and the Shire to rein in spending and increase revenues over the 
past twelve months. 

Statement of Financial Position 

31.  The key factor in this Statement is the result of Current Assets minus Current 
Liabilities giving the Net Current Position (“NCA”).  As at balance date there 
was a Net Current Asset of $2,206,077 which is a positive turn-around from 
previous year of a negative NCA position. The Shire is changing its cash profile 
which is reflected in an increase in cash holding by 262% and shows that the 
various strategies placed by the Administration and Council are starting to pay 
off.  

Note 12. Cash-Backed Reserves 

32.  The Local Government (Financial Management) Regulations 1996 8(1)(c) 
requires a bank account to be established for Reserve account.  It reads as 
follows: 

Bank Accounts 

(1) A local government is to maintain a separate 
account with a bank or other financial institution for 
each of the following purposes – 

 (c)  money required to be in reserve accounts. 

33.  The net reserves balance at the year-end was $2,677,466 which shows a slight 
reduction from the previous year by $50,833 or 1.8%.  

34.  Although, this does not reflect well, the movements during the year shows 
that the Shire was able to transfer more money into the reserves than 
originally budgeted and this is principally due to the successful sale of the 
majority of the lots developed at Smokebush Estate, East Welshpool Road. 

35.  On the other end the Shire had to rely on drawing higher amounts than 
budgeted to fund over-expenditures on key projects which included the 
Kalamunda Waterpark and various road infrastructure and building projects. 
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Valuations 

36.  Assets can be divided into three categories 

a. Plant, Furniture, Equipment. 

b. Land and Buildings. 

c. Infrastructure. 

37.  Treatment in the accounts for the above three is generally at cost however, 
Australian Accounting Standards require that Categories 2 and 3 should be 
revalued regularly and the books of account updated by the revised values 
with the offset to an Asset Revaluation Reserve (Non Cashed-back). 

38.  Council has in the past revalued the Land and Buildings and established an 
Asset Revaluation Reserve which currently stands at $129,665,629. 

39.  Prior to June 2004, Council revalued assets by $7,983,794.66 (Road 
Infrastructure) and in June 2008 by $121,879,462.92 (Building and 
Improvements) with the latter being based on a valuation report by AVP 
Valuers. 

40.  The Shire’s Development & Infrastructure Services Directorate are currently 
working on “fair value” for the Shire’s Infrastructure and it is proposed to 
incorporate the revaluation into the 2012/2013 Financial Accounts via the 
Asset Revaluation Reserve. 

Financial Ratios 

41.  Comment needs to be made only on one of the prescribed Financial Ratios 
disclosed in Note 19 (page 40) of the Financial Report.  The liquidity ratio 
provides information on the ability of the Shire to meet its short-term financial 
obligations out of the unrestricted current assets at 30 June 2012.  The 
preferred ratio is greater than 1 meaning that for every dollar of current 
liability there is in excess of a dollar in unrestricted current asset. 

Current Ratio 

42.  It is generally accepted that this ratio should be greater than 1:1.  The Shire’s 
position at 30 June 2012 was 0.89:1 which is a significant improvement on the 
previous year but still needs further work to bring it back up over 1. 

43.  It essentially means that at that point in time the Shire could not pay its 
liabilities if called to do so as it had only thirteen cents of liquid asset for every 
dollar of current liabilities at the 30 June 2012.  However within this ratio is 
included a provision for employee annual leave of $1,935,725 which would not 
be called upon at one point in time. 

44.  The recognition of the above and the trend since 2008/2009 (1.11:1) that was 
occurring needed to be addressed. The 2011/2012 result has turned the trend 
around but careful monitoring of Revenue and Expenditure is required. 
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45.  All other ratios except for the liquidity ratio are within acceptable benchmarks 
as follows:- 

Ratio  2012 Result 
Accepted 

benchmarks 
Current Ratio 

 
0.889:1 >1:1 

Untied Cash to Unpaid Trade 
Creditors Ratio  1.609:1 

>1:1 

Debt Ratio 
 

0.052 <0.05 

Debt Service Ratio 
 

0.021 <0.10 

Gross Debt to Revenue Ratio 
 

0.211 <0.30 

Gross Debt to Economically 
Realisable Assets Ratio 

 
0.051 

<0.30 

Rate Coverage Ratio  0.462 >0.50 

Outstanding Rates Ratio 
 

0.033 <0.05 
 

  

46.  The Shire’s Auditors UHY Haines Norton has provided their Management 
Report outlining matters they have identified where non-compliance with 
Statutory requirements exist and also areas where improvement can be made 
to reduce future risk exposure. 

47.  To meet the requirements of Section 12A (27) of the Local Government Act 
1995, the Auditors will attend the Audit Committee Meeting. 

Pages 28 and 41 of (Attachment 1) had been changed after circulation of the Agenda, the 
revised pages are included in these Minutes. 

A Councillor remarked on the increase to the Auditor’s remuneration; Director Corporate & 
Community explained that new Auditors had been appointed this year and the scope 
increased significantly.  The Manager Finance gave further details regarding the changes.  

A Councillor asked if the audit covered systems, David Tomasi from the Shire’s Auditors 
responded that the audit is primarily for financial statements, but when arriving at the 
formulation of opinions the systems are tested with regard to integrity.  For an initial audit, 
which this was, risk assessment checks are made across all of the key transaction cycles, 
however, not as many individual transaction checks would be made as would be for an 
internal audit. 

A Councillor felt that accrued annual leave equated to a significant amount and queried the 
Shire’s Policy on this.  The Director Corporate & Community Services noted that staff could 
accrue up to 300 hours (8 weeks) after which they must aquit it or cash it out. 

A Councillor queried the ratio which was previously 0.89 and now stands at 0.853, and 
asked why this is going down.  David Tomasi responded that there had been an error and 
the initial ratio was always really 0.85.  Ideally the bench mark is 1, which would indicate 
current assets are equal to current liabilities.  One of the requirement Auditors have under 
the audit regulations is to report whether there has been a significant adverse trend; in this 
case the current key ratios have improved dramatically on the previous year and therefore 
as a result of that they could not say there has been an adverse trend.  Although less than 
1.00 there has been a significant improvement over the last 12 months and the underlying 
rate is better than 1.00. 
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David Tomasi was asked if there was anything that stood out to him with regard to 
liabilities, he confirmed there was not, given where the Shire had come from in the 
previous year. 

A Councillor noted the increase in fringe benefits tax and asked what items incurred fringe 
benefits tax apart from motor vehicles.  Manager Finance noted that Internet Access and 
Telephones, were included in this figure; in previous years commercial vehicles and 4-
wheel drives were incorrectly considered exempt.  

 
 

Voting Requirement – Simple Majority 

OFFICER RECOMMENDATION (AC 9/2011) 

That Council: 

1.  Receives the Audited Financial Report for the year ended 30 June 2012 
shown as (Attachment 1). 

2.  Receives the Independent Audit Report of the Shire of Kalamunda for 
the financial year ended 30 June 2012 as presented as (Attachment 2).  

Moved: Cr Justin Whitten 

Seconded: Cr Allan Morton 

Vote: CARRIED UNANIMOUSLY (5/0) 
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Attachment 1 
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item. 
 
10. Confidential Report - Rates Debtor Write-Off 2012  
 
Reason for Confidentiality – Local Government Act 1995: Section 5.23 (2) (a), “the personal 
affairs of any person”. 
 
 Previous Items N/A 
 Responsible Officer Manager Financial Services 
 Service Area Finance 
 File Reference  
 Applicant N/A 
 Owner 

 
N/A 

 Confidential 
Attachment 1 

Rates Debtors Write Off December 2012 
Reason for Confidentiality – Local Government Act 
1995: Section 5.23 (2) (a), “the personal affairs of 
any person”. 
 

 Confidential 
Attachment 2 

Services, Legal Fees and Penalty Write Off December 
2012 
Reason for Confidentiality – Local Government Act 
1995: Section 5.23 (2) (a), “the personal affairs of 
any person”. 
 

   
 

Voting Requirements:  Simple Majority 

 

OFFICER RECOMMENDATION (AC 10/2012) 

That Council: 

1.  Endorses the write off of rates debts totalling $18,150.33 as detailed in 
(Attachment 1). 

2.  Endorses the write off of Services, Legal Fees and Penalty debts totalling 
$7,693.08 as detailed in (Attachment 2). 

 
Moved: 
 

Cr Justin Whitten 
 

Seconded: 
 

Cr Martyn Cresswell 
 

Vote: 
 

CARRIED UNANIMOUSLY (5/0) 
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7.0 CLOSURE  
 
7.1 There being no further business, the Chairman declared the meeting closed at  

4.52pm. 

 I confirm these Minutes to be a true and accurate record of the proceedings of this 
Committee. 
 
 
Signed: ____________________________ 
  Chairman 
 
Dated this _______ day of ___________ 2013 
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