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1.0

2.0

2.1

2.2

2.3

MINUTES

OFFICIAL OPENING

The Presiding Member opened the meeting at 5.00pm and welcomed

Councillors and Staff.

ATTENDANCE, APOLOGIES AND LEAVE OF ABSENCE PREVIOUSLY

APPROVED
Attendance

Councillors
Andrew Waddell JP
Sara Lohmeyer
Dylan O'Connor
Sue Bilich

Tracy Destree
Simon Di Rosso
Michael Fernie
John Giardina
Geoff Stallard

Allan Morton
Brooke O'Donnell (arrived at)
Noreen Townsend

Members of Staff
Rhonda Hardy
Natalie Martin Goode
Dennis Blair

Gary Ticehurst
Darrell Forrest
Rajesh Malde

Peter Hayes

Carrie Parsons

(Shire President) North West Ward
North West Ward

(Presiding Member) North West Ward
North Ward

North Ward

North Ward

South East Ward

South East Ward

South East Ward

South West Ward

South West Ward

South West Ward

Chief Executive Officer

Director Development Services

Director Infrastructure Services

Director Corporate & Community Services
Manager Governance & PR

Manager Financial Services

Internal Auditor

Manager Customer & Public Relations

Donna McPherson Executive Research Officer to Chief Executive Officer
Apologies Nil.
Leave of Absence Previously Approved Nil.

Shire of Kalamunda
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3.0

4.0

5.0

3.1

6.0

4.1

7.0

5.1

5.1.1

5.2

5.2.1

PUBLIC QUESTION TIME

A period of not less than 15 minutes is provided to allow questions from the
gallery on matters relating to the functions of Council. For the purposes of
Minuting, these questions and answers will be summarised.
PETITIONS/DEPUTATIONS

CONFIRMATION OF THE MINUTES OF PREVIOUS MEETING

That the Minutes of the Audit & Risk Committee Meeting held on 8 March 2016,

as published and circulated, are confirmed as a true and accurate record of the
proceedings.

Moved: Cr Andrew Waddell

Seconded: Cr Geoff Stallard

Vote: CARRIED UNANIMOUSLY (11/0)
CONFIDENTIAL ITEMS

Nil.

DISCLOSURE OF INTERESTS

Disclosure of Financial and Proximity Interests

a. Members must disclose the nature of their interest in matters to be
discussed at the meeting. (Section 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. (Section 5.70 of the
Local Government Act 1995.)

Cr Destree declared an impartiality interest in Item 06 — Risk Management
Framework - as she provided the Director of Corporate & Community Services
advice on tools and processes for reviewing risk. However she was not active
in any discussion regarding the Shire of Kalamunda review or analysis of its risk
profile.

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.

Nil.

Shire of Kalamunda
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8.0 REPORTS TO COUNCIL

Please Note: declaration of financial/conflict of interests to be recorded prior
to dealing with each item.

Shire of Kalamunda
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

03.

PURPOSE

1.

Adoption of Annual Financial Report 2015/2016

Previous Items N/A

Responsible Officer Chief Executive Officer

Service Area Office of the Chief Executive Officer
File Reference FI-SRR-005

Applicant N/A

Owner N/A

Attachment 1 2015/2016 Annual Financial Report
Attachment 2 Local Government Operational Guidelines —
Financial Ratios No 18

To receive the Auditor’s Report and the 2015/2016 Annual Financial Report
(Attachment 1).

To consider the Auditor’s Findings Report for the year ended 30 June 2016
and the Shire’s response.

BACKGROUND

3.

Section 6.4 (1) of the Local Government Act 1995 (The Act) requires a local
government to prepare an Annual Financial Report for each financial year and
details what the Annual Financial Report is to contain.

Section 6.4 (2) of the Act requires a local government to submit by
30 September following each financial year, or as such time as the Minister
allows, 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.

Section 7.12A (3) of the Act requires the local government to examine the
report of the auditor under section 7.9 (1) and any other report prepared
under section 7.9 (3) forwarded to it, and is to —

(a) Determine if any matters raised by the report or reports require action
to be taken by the local government; and
(b) Ensure that appropriate action is taken in respect of those matters.

Shire of Kalamunda
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DETAILS

10.

11.

12.

13.

14.

Section 7.12A (4) of the Act requires the Shire to -

(a) Prepare a report on any actions under subsection (3) in respect of an
audit conducted in respect of a financial year; and

(b) Forward a copy of that report to the Minister, by the end of the next
financial year, or six months after the last report prepared under section
7.9 is received by the local government, whichever is the latest time.

The 2016 Annual Financial Report is presented for Council’s acceptance.

The Auditors (Grant Thornton), conducted the field work in May, September and
October 2016 and concluded their work on 20 October 2016. The audit
certificate is provided on pages 58/59 of the Annual Financial Report. As noted
by the auditors, there were no indications of significant adverse trends in the
financial position or financial management practices of the Shire.

In accordance with standard practice, the Auditors also issued an Audit Findings
Report which provides commentary on areas of:

e  Audit focus summarising nature of accounts under review and work
performed;

e Recommendations on control deficiencies with a management response;
e Assessment of risk of material misstatements and their observations;

e Schedule of un-corrected misstatements which were individually and in
aggregate immaterial to the financial report as a whole; and

e Developments in financial reporting reflecting changes in Accounting
Standards and impact it may have on the Shire.

None of the matters identified in the Audit Findings Report are of a material
nature in terms of the Shire’s operations.

In accordance with the requirement to implement the revaluation of assets from
historical cost to fair value, the Shire engaged GHD Pty Ltd (specialists in asset
infrastructure valuations) in the 2014/15 prior year to undertake the
infrastructure asset revaluation.

During the current year, Shire staff identified that the asset revaluation
calculation for kerbing had been calculated based on square metre calculations
rather than linear metre calculations.

As a result of the asset revaluation being conducted in June 2015, there is no
impact on the net result for the current financial year as the adjustment was
recognized within the asset revaluation reserve.

The accounting treatment for the asset revaluation requires the value of the
infrastructure category to be restated as part of the 2014/15 financial position.

This matter was brought to the attention of the Auditors and it was determined
that the calculation for kerbing should be adjusted based on linear rather than a
square metre calculation.

Shire of Kalamunda
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15.

16.

17.

18.

19.

Although the effect of this adjustment relates to the prior year, the
consequential adjustment is material and would be reflected as a prior year
adjustment reducing the infrastructure asset valuation from $241.2 million to
$160.4 million reflected in the re-stated financial position as of 30 June 2015.

Refer to Note 8(a) and 14 (a) of the 2015/16 Annual Financial Statement Report
and the findings provided b the Auditors for further details.

Financial Ratios (Attachment 2) which cover all aspects of financial performance
and sustainability, have been substantively met with the exception of the
Current Ratio which is slightly below the benchmark.

The negative result against this ratio is largely attributable to the Shire placing a
significant amount of funds in the reserves which now stand at $18.16 million, a
60% increase from the previous year, to fund capital projects in 2016/17 and
beyond.

The increase in the reserves will boost the capacity of the Shire to accelerate
project design and improve delivery of large projects enabling more timely
commencement and completion of projects.

The Asset ratios have all improved with the Asset Sustainability Ratio showing
significant improvement, moving from 0.42 to 1.50 which is put down to
increased expenditure on renewal capital expenditure a significant decrease in
depreciation as a result of the infrastructure valuation. The Shire efforts in
ensuring that investment is made on existing assets needs to continue for this
ratio to be maintained.

As noted in the report, the ratios will continue to be closely monitored to ensure
the continued long term financial sustainability of the Shire.

STATUTORY AND LEGAL CONSIDERATIONS

20. Sections 6.4, 7.9, 7.12A of the Local Government Act 1995.

21. Regulation 51 of the Local Government (Financial Management) Regulations
1996.

POLICY CONSIDERATIONS

22. There are no policy implications.

COMMUNITY ENGAGEMENT REQUIREMENTS

23.

Although no community engagement consultation is required in the preparation
of the Annual Financial Report, Section 5.55 of the Act requires that the Chief
Executive Officer give local public notice of the availability of the Annual Report
as soon as practicable after the Annual Report has been accepted by the local
government. The Annual Financial Report forms one part of the contents in the
Annual Report.

Shire of Kalamunda
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FINANCIAL CONSIDERATION

24. The 2015/2016 Budget includes provision for the cost of having the accounts
and the Annual Financial Report audited by an externally appointed registered
auditor. The audit fees for 2015/2016 is estimated at $19,500.

STRATEGIC COMMUNITY PLAN

Strategic Planning Alignment

25. Kalamunda Advancing. Strategic Community Plan to 2023

OBJECTIVE 6.8 To ensure financial sustainability through the implementation of

effective financial management, systems and plans.

Strategy 6.8.4 Provide effective financial services to support the Shire’s
operations and to meet sustainability planning, reporting and
accountability requirements.

SUSTAINABILITY

Social Implications

26. Nil.

Economic Implications

27. Nil.
Environmental Implications
28. Nil.

RISK MANAGEMENT CONSIDERATIONS

29. Risk Likelihood | Consequence | Rating | Action/Strategy
The Annual Unlikely Minor Low Ensure the
Financial Report is Annual Financial
not sent to the Report is
Local Government prepared,

Department
within the
stipulated 30 days
from receipt of
the auditor’s
report.

presented and
received in time
to meet the
legislative
requirements.

Shire of Kalamunda
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Risk Likelihood | Consequence | Rating Action/Strategy
Audit Certificate is | Unlikely Critical High Ensure internal
qualified by the audit
external auditor programme
reviews key
controls and
processes.

Ensure staff
involved in the
compliance area
are qualified
and adequate
training is made
available.

Issues identified
are discussed
with auditors as
soon as
management
become aware
and mitigating

actions are
taken
immediately
OFFICER COMMENT
30. The 2015/2016 Annual Financial Report includes:

31.

Statement by the Chief Executive Officer

Statement of Comprehensive Income by Nature and Type
Statement of Comprehensive Income by Program
Statement on Financial Position

Statement of Changes in Equity

Cash Flow Statement

Rate Setting Statement

Notes to and forming part of the Financial Report
Independent Auditor Report

Supplementary Ratio Information

Regulation 51 of the Local Government (Financial Management) Regulations
1996 requires the Chief Executive Officer to provide a copy of the Annual
Financial Report to the Department of Local Government & Communities within
30 days of the receipt by the auditor’s report on that financial report.

Shire of Kalamunda
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Voting Requirements: Simple Majority

COMMITTEE RECOMMENDATION TO COUNCIL (A&R 03/2016)

That Council:

1. Pursuant to Section 6.4 of the Local Government Act 1995, accepts the
2015/2016 Annual Financial Report (Attachment 1).

2. Pursuant to Section 7.12A (3) of the Local Government Act 1995, notes the
response to the issues raised by the Auditor in the Audit Findings Report.

3. Request the Chief Executive Officer to ensure the Annual Financial
Statements are forwarded to the Department of Local Government &
Communities before the due date required.

Moved: Cr Andrew Waddell

Seconded: Cr Sara Lohmeyer

Vote: CARRIED UNANIMOUSLY (11/0)

Shire of Kalamunda
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Attachment 1

SHIRE OF KALAMUNDA
FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2016

TABLE OF CONTENTS

Statement by Chief Executive Officer

Statement of Comprehensive Income by Nature or Type
Statement of Comprehensive Income by Program
Statement of Financial Position

Statement of Changes in Equity

Statement of Cash Flows

Rate Setting Statement

Notes to and Forming Part of the Financial Report
Independent Audit Report

Supplementary Ratio Information

Principal place of business:
No 2, Railway Road, Kalamunda

Shire of Kalamunda
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SHIRE OF KALAMUNDA
FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

LOCAL GOVERNMENT ACT 1995
LOCAL GOVERNMENT (FINANCIAL MANAGEMENT) REGULATIONS 1996

STATEMENT BY CHIEF EXECUTIVE OFFICER

The attached financial report of the Shire being the annual financial report and

other information for the financial year ended 30 June 2016 are in my opinion properly drawn
up to present fairly the financial position of the Shire at 30th June 2016 and the

results of the operations for the financial year then ended in accordance with the Australian
Accounting Standards and comply with the provisions of the Local Government Act 1995 and
the regulations under that Act.

Signed as authorisation of issue on the 20 day of Oclober 2016

Rhonda Hardy (7
Chief Executive Officer

Shire of Kalamunda
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SHIRE OF KALAMUNDA

STATEMENT OF COMPREHENSIVE INCOME

BY NATURE OR TYPE

FOR THE YEAR ENDED 30TH JUNE 2016

MOTE 2016 2016 2015
5 Budget 5
: 1
Revenue
Rates 24 32,760,644 32,014,510 30,592 405
Operating Grants and Subsidies | 4 882 108 5.565,582 6,868 760
Contributions, Reimbursaments and Donations B28.513 70441 929 560
Fees and Charges 30 14,152,838 13,851,465 13,313,685
Interest Eamings 2{a) 1,160,328 BO6,545 1,155,674
Other Revenue 2(a) 274,788 62,641 54,602
54,068,330 53,261,184 52,914,686

Expenses
Employee Costs (24,003,114)  (24,276,755) (23,036,210)
Materials and Contracts (18,133,837)  (19,532,820) (17.422,883)
Lkility Charges (2,482 795) (2,358,152) (2.410,918)
Depreciation on Non-Current Assets 2{a) (6,043,120) (8,163,761) (7.556,640)
Interest Expenses 2(a) (304 480) (418,674) (430,780)
Insurance Expenses (567 478) (600.244) (608,348)
Other Expenditure [474.055) (343,076 {1.166.118)

(02,088,879) (55,703,391)  (52,631807)
Mon-Operating Grants, Subsidies and
Confributions k3 5,848,078 3,250,771 3,951,296
Profit on Asset Disposals 22 2144 386,640 25577
(Loss) on Asset Disposals 2 (1,771,246) (20,000) (302,036)
Change in Equity - Joint Venture 4 1,703,629 3,600,407 2,280,458
(Loss) on Rewvaluation of Plant and Equipment Tib) (91,366) [i] 1]
MNet result 7,658,600 4775611 6,038,084
Other Comprehensive Income
ltemns that will not be reciassified subsequently to profit or loss
Changes on Revaluation of Non-Current Assets -
Plant and Equipment 13 (481,711} o [}
Changes on Revaluation of Non-Current Assets -
Infrastructure Assets 1 14 o o 2 586,075
Capital (Developer) Contributions 3,060,926 W] 1,932 377
Revaluation of Assats of Joint Ventura 4 T88 568 W] 0
Total Other Comprehensive Income 3,367,783 0 4,518 452
Total Comprehensive Income 11,026,473 4775611 10,556,536

This statement is to be read in conjunction with the accompanying notes.
! Restated amounts for 2015 (see note 14 (a) ‘prior years' restatements”)

Shire of Kalamunda
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SHIRE OF KALAMUNDA

STATEMENT OF COMPREHENSIVE INCOME

BY PROGRAM

FOR THE YEAR ENDED 30TH JUNE 2016

NOTE 2016 2016 2015
5 Budget 5
1
Revenue 2{a)
Governance 99,932 47,186 88 380
General Purpose Funding 35,605,806 35318,701 35,638 730
Law, Order, Public Safety 556,406 361,025 480,016
Health 261,554 220,863 231,593
Education and Welfare 3,807 453 3,752,704 3,687,154
Community Amenities 11,074,136 11,128,320 10,237,400
Recreation and Culture 1,753,820 1,579,540 1,670,027
Transport 113,738 4] 27 768
Economic Services 432 468 528,727 440217
Other Property and Services 362,907 323,118 403,391
54 068,330 53,261,184 52,914 686
Expenses 2(a)
Governance (3,445,150) (3,003,520) (3,124,083)
General Purpose Funding (831,218) (T80,829) (8:03,302)
Law, Order, Public Safety (1,861,494) (1,836,215) (1,618,923)
Health (1,179,673) (1,188,709) {1,077 962)
Education and Welfare (4,100, 768) (4,250,801) (4.460,315)
Community Amenities (12,037,637) (14,367,632) (12,743,781)
Recreation and Culture (17,161,135)  (19,021.740) (17.918,375)
Transport (8,102,694) (8,817.528) (B,168,074)
Economic Services (1,062,980) (1,107.582) (1,051,603)
Other Property and Services 912 652 801,161 1,232 688
(51,704,300)  (55284.717) (52.201,116)
Finance Costs
Oither Property and Services (354, 480) (418.674) (430,780}
(394, 480) (418,674) (430,780)
Mon-Operating Grants, Subsidies and
Confributions £l 5.6846,078 3,250,771 3,951,296
Prafit on Disposal of Assets 22 2144 386,640 25 57T
(Loss) on Disposal of Assets 22 (1,771,246) (20,000) (302,037)
Change in Equity - Joint Venture 4 1,703,629 3,600,407 2 280 458
(Loss) on Rewvaluation of Plant and Equipment Tib) (91,3668) o a
MNet result 7,658,600 4.775,611 6,038,084
Other Comprehensive Income
lterns that will not be reclsssified subsequently to profit or loss
Changes on Revaluation of Non-Current Assets -
Plant and Equipment 13 (481,711} 0 0
Changes on revaluation of non-current assets -
infrastructure assets ' 14 ] ] 2,586,075
Capital {Developer) Contributions 3,060,926 1,932,377
Revaluation of Assats of Joint Ventura 4 T88 568 W] 0
Total Other Comprehensive Income 3,367,183 0 4,518,452
Total Comprehensive Income TA1020.478 &40 05,611 10,550,590

This statement is to be read in conjunction with the accompanying notes.
! Restated amounts for 2015 (see note 14 (a) ‘prior years' restatements’)

4
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SHIRE OF HALAMUNDA
STATEMENT OF FINANCIAL POSITION

AS AT 30TH JUNE 2016
Restated ™
NOTE 2016 2015
$ $

CURRENT ASSETS
Cash and Cash Equivalents 3 26,471,157 20,522,082
Trade and Other Receivables 5 2,423,363 2,082,180
Inventories L] 224 374 498.601
TOTAL CURRENT ASSETS 20,118,704 23,103,763
NON-CURRENT ASSETS
Other Receivables 5 B25,604 B55,448
Inventonies L] 3oo, o7 300,707
Interest in Joint Venture 4 27,488,876 24,906,670
Property, Plant and Equipment T 151,609,801 154,022 420
Infrastructure 8 165,057,256 160,382,770
TOTAL NOM-CURRENT ASSETS 346,182,244 341,458,024
TOTAL ASSETS A75.301.038 364 561,787
CURRENT LIABILITIES
Trade and Other Payables a 6,424 383 6,474,817
Current Portion of Long Term Borrowings 10 620,778 563,852
Provisioms 11 2,092,612 2,618,681
TOTAL CURRENT LIABILITIES 10,046,773 9,688,360
NON-CURRENT LIABILITIES
Long Term Borrowings 10 5,664,169 6,203,047
Provisions 1 G88.603 T04. 550
TOTAL NON-CURRENT LIABILITIES 6,352,862 6,008 497
TOTAL LIABILITIES 16,398,635 16,686,857
NET ASSETS 358,501,403 47,874,830

I I
EQUITY
Retained Surplus 208,020,577 205,253,254
Resarves - Cash Backed 12 18,160,388 11,208,096
Revaluation Surplus 13 131,720,438 131,413,581
TOTAL EQUITY 358,501,403 47,874,830

This statement is to be read in conjunction with the accompanying notes.
(a) Restated amounts for balances as at 30 June 2015 (see note 14({a) 'Prior years' restaternents’)

Shire of Kalamunda
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SHIRE OF KALAMUNDA
STATEMENT OF CHANGES IN EQUITY
FOR THE YEAR ENDED 30TH JUNE 2016

NOTE

Balance as at 1 July 2014
Comprehensive Incomse

Net Result

Transfer of Developer Contributions

Changes on Revaluation of Assets - 13
Total Comprehansive Income

Transfers from/(to) Reserves

Balance as at 30 June 2015
Comprehensive Income
Met Result
Transfer of Developer Contributions
Changes on Revaluation of Assets 13
Increase / Decrease in EMRC revaluation surplus

Total Comprehensive Income

Transfers from/(to) Reserves

Balance as at 30 June 2016

RESTATED ™  RESTATED ™
RESERVES
RETAINED CASHINVESTMENT REVALUATION TOTAL
SURPLUS BACKED SURPLUS EQUITY
H 1 H H

205,879,928 2,610,960 128,827,506 337,318,304
6,038,084 0 0 6,038,084
1,032,377 0 0 1,832,377
0 0 2 586,075 2 586,075
7,070,461 0 2 586,075 10,556,536
(8,587,136 8,507,136 0 0
205,253,254 11,208,096 131,413,581 347,874,030
7 658,690 0 0 7,658,600
3,060,026 0 0 3,060,926
0 0 (481,711) (481.711)
0 0 788,568 788,568
10,710,616 ] 306,857 11,026,473
(6,052 203) 6,052,293 0 0
209,020,577 18,160,388 131,720,438 358,001,403

This statement is fo be read in conjunction with the accompanying notes.

Restated amounts for 2015 (see naote 14{a) 'prior years’ restatements’)

Shire of Kalamunda
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SHIRE OF KALAMUNDA
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED 30TH JUNE 2016

NOTE 2018 2016 2015
Actual Budget Actual
CASH FLOWS FROM OPERATING ACTIVITIES 5 5 H
Receipts
Rates 32,104 297 31,094,511 30,814,251
Operating Granis and Subsidies 4,882 108 6,189,581 6,868,761
Confributions, Reimbursements and Donations 828,513 770441 920, 560
Fees and Charges 12,301,560 13,051,450 11,503,387
Interest Eamings 1,160,328 806,545 1,155,674
Goods and Services Tax 4,181,659 1,695,947 2,420,722
Other Revenue BB, 748 62,641 54,602
55,547,213 55,561,125 53,746,957

Payments
Employee Costs (23,624,351) (24,150,507) (23,292 ,640)
Materials and Contracts (18,222 620) (19,502,005) [15,844,173)
ILtility Charges (2,482, 705) 2,358,153) (2,410,918)
Interest Expenses (404,802) (G040, 244) (442,094)
Insurance Expenses (367 ,4TE) (428,98T) (G606, 348)
Goods and Services Tax (2,042,345) (1,000, TEE) (950, 950)
Other Expenditure (474 055 (343 975) {1,166, 118)

(47,818, 446) (48,402,840) (44,724, 252)
Net Cash Provided by [used in) _

Operating Activities 15(h) T,72B,TET T.158 485 0,022,705
CASH FLOWS FROM INVESTING ACTIVITIES
Payments for Development of

Land Held for Resale 0 {18,000) Li]
Payments for Purchase of

Property, Plant & Equipment {1,777,925) (2,014,438) (2,177,538)
Payments for Construction of

Infrastructure (8,960, 280) (11,410,407) (3,006, 549)
Mon-Operating Grants,

Subsidies and Contributions 5,846,078 3,250,711 3,951,206
Proceeds from Sale of Fixed Assets | Land Held
for Resale 578,387 945,000 1,760,104
Net Cash Provided by jused in)

Investment Activities (4,313,740) (9,247,074) (132,08T)
CASH FLOWS FROM FINANCING ACTIVITIES
Repayment of Borrowings (5493,852) (5493,852) (629,03T)
Proceeds from Self Supporting Loans 66,074 &7, 860 63,900
Proceeds from New Bormowings L] 500,000 LI}
Capital (Developer) Contributions 3,060,926 [} 1,832,377
Net Cash Provided by {used In)

Financing Activities 2,533,148 (25,983) 1,367,240
HNet Increase (Decrease) in Cash Held 5948175 (2,114,572 10,256,858
Cash at Beginning of Year 20,522 982 14,400,834 10,266,124
Cash and Cash Equivalents
at the End of the Year 15(a) 26,471,157 12 286 262 20,522 082
Cash and Cash Equivalents 26471157 12,286,262 20,522 982

TEAT1I5T T NE J05000h
I I I

This statement is to be read in conjunction with the accompanying notes.
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SHIRE OF KALAMUNDA
RATE SETTING STATEMENT
FOR THE YEAR ENDED 30TH JUNE 2016
2016
NOTE Actual
H

Net Current Assets at Start of Financial Year - Surplus/(Deficit) 4,968,115
Revenue from Operating Activities (Excluding Rates)
Governance 99,932
General Purpose Funding 4,677,215
Law, Order, Public Safety 556,406
Health 261,554
Education and Welfare 3,807 453
Community Amenities 11,074,136
Recreation and Culture 1,753,929
Transport 113,739
Economic Services 432,468
Other Property and Services 365,050
Expenditure from operating activities
Governance (3,445,150)
General Purpose Funding (831,218)
Law, Order, Public Safety (1,861,494)
Health (1,179,673)
Education and Welfare (4,109,766)
Community Amenities (14,712,637)
Recreation and Culture (17,161,135)
Transport (8,102,694)
Economic Services (1,062,980)
R T
Operating Activities Excluded from Budget
(Profit) on Disposal of Assets 22 (2,144)
Loss on Disposal of Assets 22 1,771,246
Profit from Sale of Land Classified as Inventory (186,050)
Movement in Deferred Pensioner Rates (Non-Current) (40,227)
Movement in Employee Benefit Provisions (Non-Current) 357,064
Interest on Defered Loan Repayment (316)
EMRC Contribution (Non-Cash) 2(a) (1,703,629)
Depredation and Amortisation on Assets 2(a) 6,043,120
Amount Attributable to Operating Activities 921
INVESTING ACTIVITIES
Non-Operating Grants, Subsidies and Contributions N 5,846,078
Proceeds from Disposal of Assets 578,387
Purchase of Land Held for Resale / Land Development Costs 0
Purchase of Property, Plant and Equipment 7(b) (1,777,925)
Purchase and Construction of Infrastructure 8(b) 58.960.280{
Amount Attributable to Investing Activities 313,
FINANCING ACTIVITIES
Repayment of Debentures 23{a) (503,852)
Proceeds from New Debentures 23a) 0
Proceeds from Self Supporting Loans 66,074
Capital (Developer) Contributions 3,060,926
Transfers to Reserves (Restricted Assets) 12 (11,195,189)
Transfers from Reserves (Restricted Assets) 12 4,242 897
Amount Attributable to Financing Activities 419,
Surplus(Deficiency) before General Rates (28,253 049)
Total Amount Raised from General Rates 24 32,632,220
Net Current Assets at June 30 c/fwd - Surplus/(Deficit) 25 4,378,271

This statement is 10 be read In corg 1 with the Q notes.
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(a)

SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Preparation

The financial report comprises general purpose financial statements which have been prepared in
accordance with Australian Accounting Standards (as they apply to local governments and not-for-profit
entities), Australian Accounting Interpretations, other authoritative pronouncements of the Australian
Accounting Standards Board, the Local Government Act 1995 and accompanying regulations. Material
accounting policies which have been adopted in the preparation of this financial report are presented
below and have been consistently applied unless stated otherwise.

Except for cash flow and rate setting information, the report has been prepared on the accrual basis
and is based on historical costs, modified, where applicable, by the measurement at fair value of selected
non-current assets, financial assets and liabilities.

Critical accounting estimates

The preparation of a financial report in conformity with Australian Accounting Standards requires
management to make judgements, estimates and assumptions that effect the application of policies and
reported amounts of assets and liabilties, income and expenses.

The estimates and associated assumptions are based on historical experience and various other factors
that are believed fo be reasonable under the circumstances; the results of which form the basis of making
the judgements about carrying values of assets and labilibes that are not readily apparent from other
sources. Actual results may differ from these estimates.

The local government reporting entity
All Funds through which the Shire controls resources to carry on its functions have been included in the
financial statements forming part of this financial report.

In the process of reporting on the local government as a single unit, all transactions and balances
between those Funds (for example, loans and transfers between Funds) have been eliminated.

All monies held in the Trust Fund are exciuded from the financial statements. A separate statement of
those monies appears at Note 21 to these financial statements.

Goods and Services Tax (GST)
Revenues, expenses and assets are recognised net of the amount of GST, except where the amount of
GST incurred is not recoverable from the Australian Taxation Office (ATO).

Receivables and payables are stated inclusive of GST receivable or payable.
The net amount of GST recoverable from, or payable to, the ATO is included with receivables or payables
in the statement of financial position.

Cash flows are presented on a gross basis. The GST components of cash flows arising from investing or
financing activities which are recoverable from, or payable to, the ATO are presented as operating
cash flows.

(c) Cash and Cash Equivalents

Cash and cash equivalents include cash on hand, cash at bank, deposits available on demand with
banks and other short term highly liquid investments that are readily convertible to known amounts of
cash and which are subject to an insignificant risk of changes in value and bank overdrafts.
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SHIRE OF KALAMUNDA
MOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Centinued)

(d) Trade and Other Receivables

()

Trade and other receivables include amounts due from ratepayers for unpaid rates and service charges
and other amounts due from third parties for goods sold and services performed in the ordinary course
of business.

Receivables expected to be collected within 12 months of the end of the reporting period are classified
as cument assets. All other receivables are classified as non-cument assats.

Collectability of trade and other receivables is reviewed on an ongoing basis. Debis that are known to be
uncollectible are writien off when identified. An allowance for doubéful debts is raised when there is
objective evidence that they will not be collectible.

Inventories

General
Inventories are measured at the lower of cost and net realisable value.

et realisable value is the estimated selling price in the crdinary course of business less the estimated
costs of completion and the estimated costs necessary to make the sale.

Land held for sale

Land held for development and sale is valued at the lower of cost and net realisable value. Cost includes
the cost of acquisition, development, borrowing costs and holding costs untl completion of development.
Finance costs and holding charges incurmed after development is completed are expensed.

Gaine and losses are recognised in profit or koss at the time of signing an unconditional contract of eale if
significant risks and rewards, and effective control over the land, are passed on to the buyer at this point.

Land held for sale is classified as current except where it is hald a5 non-current based on the Council's
intentions to release for sale.

Fixed Assets
Each class of fixed assets within either property, plant and eguipment or infrastructure, is camed at cost
or fair value as indicated lees, where applicable, any accumulated depreciation and impairment losses.

Mandatory requirement to revalue non-current assets
Effective from 1 July 2012, the Local Government (Financial Management) Regulations were amended and
the measurement of non-current aseets at Fair Value became mandatory.

During the year ended 30 June 2013, the Shire commenced the process of adopting Fair Valuez in
accordance with the Regulations.

‘Whilst the amendments initially allowed for a phasing in of fair value in relation to fixed assets over three
years, s &t 30 June 2015 all non-current assets were carmed at Fair Value in accordance with the
the requirements.

Thereafter, each asset class must be revalued in accordance with the regulatory framework established and
the Shire revalues its asset classes in accordance with this mandatory timetable.

Relevant disclosures, in accordance with the requirements of Australian Accounting Standards, have been
made in the financial report as necessary.

10
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(f) Fixed Assets (Continued)

Land under control

In accordance with Local Government (Financial Management) Regulation 16(a), the Shire was required
to include as an asset (by 30 June 2013), Crown Land operated by the local government as a golf course,
showground, racecourse or other sporting or recreational facility of State or Regional significance.

Upon initial recognition, these assets were recorded at cost in accordance with AASB 116. They were
then classified as Land and revalued along with other land in accordance with the other policies detailed
in this Note.

Whilst they were initially recorded at cost, fair value at the date of acquisition was deemed cost as per
AASB 116.

Consequently, these assets were initially recognised at cost but revalued along with other items of
Land and Building at 30 June 2014.

Initial recognition and measurement between mandatory revaluation dates
All assets are initially recognised at cost and subsequently revalued in accordance with the mandatory
measurement framework detailed above.

In relation to this initial measurement, cost is determined as the fair value of the assets given as
consideration plus costs incidental to the acquisition. For assets acquired at no cost or for nominal
consideration, cost is determined as fair value at the date of acquisition. The cost of non-current assets
constructed by the Shire includes the cost of all materials used in construction, direct labour on the project
and an appropriate proportion of variable and fixed overheads.

Individual assets acquired between initial recognition and the next revaluation of the asset class in
accordance with the mandatory measurement framework detailed above, are carried at cost less
accumulated depreciation as management believes this approximates fair value. They will be subject to
subsequent revaluation at the next anniversary date in accordance with the mandatory measurement
framework detailed above.

Revaluation

Increases in the carrying amount arising on revaluation of assets are credited to a revaluation surplus in
equity. Decreases that offset previous increases of the same asset are recognised against revaluation
surplus directly in equity. All other decreases are recognised in profit or loss.

Land under roads
In Western Austrafia, all land under roads is Crown Land, the responsibility for managing which, is
vested in the local government.

Effective as at 1 July 2008, Council elected not to recognise any value for land under roads acquired
on or before 30 June 2008. This accords with the treatment avaiable in Australian Accounting
Standard AASB 1051 Land Under Roads and the fact Local Government (Financial Management)

Regulation 16(a)(i) prohibits local governments from recognising such land as an asset.

In respect of land under roads acquired on or after 1 July 2008, as detailed above, Local Government

(Financial Management) Regulation 16(a)(i) prohibits local govemments from recognising such land
as an assel.

Whilst such treatment is inconsistent with the requirements of AASB 1051, Local Government
(Financial Management) Regulation 4(2) provides, in the event of such an inconsistency, the Local
Government (Financial Management) Regulations prevail.
Consequently, any land under roads acquired on or after 1 July 2008 is not included as an asset of the
Shire.

1"
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(f) Fixed Assets (Continued)

Depreciation

The depreciable amount of all fixed assets including buildings but excluding freehold land, are depreciated
on a straight-line basis over the individual asset's useful ife from the time the asset is held ready for use.
Leasehold improvements are depreciated over the shorter of either the unexpired period of the lease or the
estimated useful life of the improvements.

When an item of property, plant and equipment is revalued, any accumulated depreciation at the date of
the revaluation is treated in one of the following ways:

a) Restated proportionately with the change in the gross carrying amount of the asset so that the carrying
amount of the asset after revaluation equals its revalued amount; or

b) Eliminated against the gross camrying amount of the asset and the net amount restated to the revalued
amount of the asset.

Major depreciation periods used for each class of depreciable asset are:

Buidings 30 to 50 years
Fumiture and equipment 5to 10 years
Plant and equipment 5to 10 years
Infrastructure

Roads 50 years
Drains 80 years
Parks (Plant and Equipment) 10 to 40 years

The assets residual values and useful iives are reviewed, and adjusted if appropniate, at the end of each
reporting period.

An asset’s camying amount is written down immediately to its recoverable amount if the asset's carrying
amount is greater than its estimated recoverable amount.

Gains and losses on disposals are determined by comparing proceeds with the camying amount.
These gains and losses are included in the statement of comprehensive income in the period in which
they anse.

Capitalisation threshold
Expenditure on items of land under $1, IT Software under $30,000 and all other assets under $3,000 is
not capitalised. Rather it is recorded on an asset inventory listing.

(g) Fair Value of Assets and Liabilities
When performing a revaluation, the Shire uses a mix of both independent and management valuations
using the following as a guide:

Fair Value is the price that the Shire would receive to sell the asset or would have to pay to transfer a
liablity, in an orderly (i.e. unforced) transaction between independent, knowledgeable and willing market
participants at the measurement date.

As fair value is a market-based measure, the closest equivalent observable market pricing information is
used to determine fair value. Adjustments to market values may be made having regard to the
characteristics of the specific asset or liability. The fair values of assets that are not traded in an active
market are determined using one or more valuation techniques. These valuation techniques maximise, to
the extent possible, the use of observable market data.
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Fair Value of Assets and Liabilities (Continued)
To the extent possible, market information is extracted from either the principal market for the assst or
liability (i.e. the market with the greatest volume and level of activity for the asset or liabiity) or, in the
absence of such a market, the most advantageous market available to the entity at the end of the
reporting period (i.e. the market that maximises the receipts from the sale of the asset after taking into
account fransaction costs and transport costs).

For non-financial assets, the fair value measurement also takes into account a market participant’s ability
to use the asset in its highest and best use or to sell it to another market participant that would use the
asset in its highest and best use.

Fair value hierarchy

AASB 13 requires the disclosure of fair value information by level of the fair value hierarchy, which
categorises fair value measurement into one of three possible levels based on the lowest level that an
input that is significant to the measurement can be categornised into as follows:

Level 1
Measurements based on quoted prices (unadjusted) in active markets for identical assets or liabilities
that the entity can access at the measurement date.

Level 2
Measurements based on inputs other than quoted prices included in Level 1 that are observable for the
asset or liability, either directly or indirectly.

Level 3
Measurements based on unobservable inputs for the asset or liability.

The fair values of assets and liabilities that are not traded in an active market are determinad using one or
more valuation techniques. These valuation techniques maximise, to the extent possible, the use of
observable market data. If all significant inputs required to measure fair value are observable, the asset or
liability is included in Level 2. If one or more significant inputs are not based on observable market data,
the asset or liability is included in Level 3.

Valuation techniques

The Shire selects a valuation technique that is appropriate in the circumstances and for which sufficient
data is available to measure fair value. The availability of sufficient and relevant data primarily depends on
the specific characteristics of the asset or liability being measured. The valuation techniques selected by
the Shire are consistent with one or more of the following valuation approaches:

Market approach
Valuation techniques that use prices and other relevant information generated by market transactions for
identical or similar assets or liabilities.

Income approach
Valuation fechniques that convert estimated future cash flows or income and expenses into a single
discounted present value.

Cost approach

Valuation techniques that reflect the current replacement cost of an asset at its current service capacity.
Each valuation technique requires inputs that reflect the assumptions that buyers and sellers would use
when pricing the asset or liability, including assumptions about risks. When selecting a valuation
technigue, the Shire gives prionity to those techniques that maximise the use of observable inputs and
minimise the use of unobservable inputs. Inputs that are developed using market data (such as publicly
available information on actual transactions) and reflect the assumptions that buyers and sellers would
generally use when pricing the asset or liability are considered observable, whereas inputs for which
market data is not available and therefore are developed using the best information available about such
assumptions are considered unobservable.

13
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(g) Fair Value of Assets and Liabilities (Continued)

(h)

As detailed above, the mandatory measurement framework imposed by the Local Government
(Financial Management) Regulations requires, as a minimum, all assets carned at a revalued amount to
be revalued at least every 3 years in accordance with the regulatory framework.

Financial Instruments

Initial recognition and measurement

Financial assets and financial abilities are recognised when the Shire becomes a party to the
contractual provisions to the instrument. For financial assets, this is equivalent to the date that the
Shire commits itself to either the purchase or sale of the asset (i.e. trade date accounting is
adopted).

Financial instruments are initially measured at fair value plus transaction costs, except where the
instrument is classified "at fair value through profit or loss', in which case transaction costs are
expensed to profit or loss immediately.

Classification and subsequent measurement
Financial instruments are subsequently measured at fair value, amortised cost using the effective
interest rate method, or at cost.

Amortised cost is calculated as:
(a) the amount in which the financial asset or financial liability is measured at initial recognition;
(b) less principal repayments and any reduction for impairment; and

(c) plus or minus the cumulative amortisation of the difference, if any, between the amount
initially recognised and the maturity amount calculated using the effective interest rate method.

The effective interest method is used to allocate interest income or interest expense over the relevant
period and is equivalent to the rate that discounts estimated future cash payments or receipts

(including fees, transaction costs and other premiums or discounts) through the expected ife (or when
this cannot be reliably predicted, the contractual term) of the financial instrument to the net camrying
amount of the financial asset or financial liabiity. Revisions to expected future net cash flows will
necessitate an adjustment to the carrying value with a consequential recognition of an income or expense
in profit or loss.

(i) Financial assets at fair value through profit and loss

Financial assets are classified at “fair value through profit or loss™ when they are held for trading for the
purpose of short-term profit taking. Such assets are subsequently measured at fair value with changes
in carrying amount being included in profit or loss. Assets in this category are classified as current assets.

(i) Loans and receivables
Loans and receivables are non-derivative financial assets with fixed or determinable payments that are
not quoted in an active market and are subsequently measured at amortised cost. Gains or losses are

recognised in profit or loss.

Loans and receivables are included in current assets where they are expected to mature within 12 months
after the end of the reporting period.

14
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(h) Financial Instruments (Continued)
Classification and subsequent measurement (continued)

(i) Held-to-maturity investments

Held-to-maturity investments are non-derivative financial assets with fixed maturities and fixed or
determinable payments that the Shire has the positive intention and ability to hold to maturity. They
are subsequently measured at amortised cost. Gains or losses are recognised in profit or loss.

Held-to-maturity investments are included in current assets, where they are expected to mature
within 12 months after the end of the reporting period. All other investments are classified as non-
current.

(iv) Available-for-sale financial assets

Available-for-sale financial assets are non-derivative financial assets that are either not suitable to be
classified into other categones of financial assets due to their nature, or they are designated as such
by management. They comprise investments in the equity of other entities where there is neither a
fixed maturity nor fixed or determinable payments.

They are subsequently measured at fair value with changes in such fair value (i.e. gains or losses)
recognised in other comprehensive income (except for impairment losses). When the financial asset
is derecognised, the cumulative gain or loss pertaining to that asset previously recognised in other
comprehensive income is reclassified into profit or loss.

Available-for-sale financial assets are included in current assets, where they are expected to be sold
within 12 months after the end of the reporting period. All other available-for-sale financial assets are
classified as non-current.

(v) Financial hiabiities
Non-derivative financial kabilities (excluding financial guarantees) are subsequently measured at
amortised cost. Gains or losses are recognised in profit or loss.

Impairment

A financial asset is deemed to be impaired if, and only if, there is objective evidence of impairment as

a result of one or more events (a “loss event”) having occurred, which will have an impact on the estimated
future cash flows of the financial asset{s).

In the case of available-for-sale financial assets, a significant or prolonged decline in the market value of
the instrument is considered a loss event. Impairment losses are recognised in profit or loss immediately.
Also, any cumulative decline in fair value previously recognised in other comprehensive income is
reclassified to profit or loss at this point.

In the case of financial assets carried at amortised cost, loss events may include: indications that the
debtors or a group of debtors are experiencing significant financial difficulty, default or delinguency in
interest or principal payments; indications that they will enter bankruptcy or other financial reorganisation;
and changes in amears or economic conditions that correlate with defaults.

For financial assets carried at amortised cost (including loans and receivables), a separate allowance
account is used to reduce the carrying amount of financial assets impaired by credit losses. After
having taken all possible measures of recovery, if management establishes that the carrying amount
cannot be recovered by any means, at that point the written-off amounts are charged to the allowance
account or the carrying amount of impaired financial assets is reduced directly if no impairment amount
was previously recognised in the allowance account.
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(h) Financial Instruments (Continued)

Derecognition

Financial assets are derecognised where the contractual rights to receipt of cash flows expire or the
asset is transferred to another party whereby the Shire no longer has any significant continual
involvement in the risks and benefits associated with the asset.

Financial liabilities are derecognised where the related obligations are discharged, cancelled or expired.
The difference between the carrying amount of the financial liability extinguished or transferred to
another party and the fair value of the consideration paid, including the transfer of non-cash assets or
liabilibes assumed, is recognised in profit or loss.

(i) Impairment of Assets
In accordance with Australian Accounting Standards the Shire’s assets, other than inventones,
are assessed at each reporting date to determine whether there is any indication they may be impaired.

Where such an indication exists, an impairment test is carried out on the asset by comparing the
recoverable amount of the asset, being the higher of the asset's fair value less costs to sell and value in
use, to the assel's carrying amount.

Any excess of the asset's camying amount over its recoverable amount is recognised immediately in
profit or loss, unless the asset is camied at a revalued amount in accordance with another Standard

(e.g. AASB 116) whereby any impairment loss of a revalued asset is treated as a revaluation decrease in
accordance with that other Standard.

For non-cash generating assets such as roads, drains, public buildings and the like, value in use is
represented by the depreciated replacement cost of the asset.

(j) Trade and Other Payables
Trade and other payables represent liabilities for goods and services provided to the Shire prior to the
end of the financial year that are unpaid and anse when the Shire becomes obliged to make future
payments in respect of the purchase of these goods and services. The amounts are unsecured, are

recognised as a cument liability and are normally paid within 30 days of recognition.
(k) Employee Benefits

Short-term employee benefits

Provision is made for the Shire's obligations for short-term employee benefits. Short-term employee
benefits are benefits (other than termination benefits) that are expected o be settied wholly before

12 months after the end of the annual reporting period in which the employees render the related service,
including wages, salaries and sick leave. Short-term employee benefits are measured at the
(undiscounted) amounts expected to be paid when the obligation is settled.

The Shire’s obligations for short-term employee benefits such as wages, salanes and sick leave are
recognised as a part of current trade and other payables in the statement of financial position. The
Shire's obligations for employees’ annual leave and long service leave entitiements are recognised as
provisions in the statement of financial position.
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
(k) Employee Benefits (Continued)

Other long-term employee benefits

Provision is made for employees’ long service leave and annual leave entittements not expected to be
settled wholly within 12 months after the end of the annual reporting period in which the employees
render the related service. Other long-term employee benefits are measured at the present value of the
expected future payments to be made to employees. Expected future payments incorporate anticipated
future wage and salary levels, durations of service and employee departures and are discounted at rates
determined by reference to market yields at the end of the reporting period on govemment bonds that
have maturity dates that approximate the terms of the obligations. Any remeasurements for changes in
assumptions of obligations for other long-term employee benefits are recognised in profit or loss in the
periods in which the changes occur.

The Shire’s obligations for long-term employee benefits are presented as non-current provisions in its
statement of financial position, except where the Shire does not have an unconditional right to defer
settlement for at least 12 months after the end of the reporting period. in which case the obligations are
presented as current provisions.

(I) Borrowing Costs
Borrowing costs are recognised as an expense when incurred except where they are directly attributable
to the acquisition, construction or production of a qualifying asset. Where this is the case, they are
capitalised as part of the cost of the particular asset until such time as the asset is substantially ready
for its intended use or sale.

(m) Provisions
Provisions are recognised when the Shire has a present legal or constructive obligation, as a result of
past events, for which it is probable that an outflow of economic benefits will result and that outflow can
be refiably measured.

Provisions are measured using the best estimate of the amounts required fo settle the obligation at the
end of the reporting period.
(n) Leases

Leases of fived assets where substantially all the risks and benefits incidental to the ownership of the
asset, but not legal ownership, are transferred o the Shire, are classified as finance leases.

Finance leases are capitalised recording an asset and a liability at the lower amounts equal to the fair
value of the leased property or the present value of the minimum lease payments, including any
guaranteed residual values. Lease payments are allocated between the reduction of the lease liability
and the lease interest expense for the period.

Leased assets are depreciated on a straight line basis over the shorter of their estimated useful lives or
the lease term.

Lease payments for operating leases, where substantially all the risks and benefits remain with the
lessor, are charged as expenses in the periods in which they are incurred.

Lease incentives under operating leases are recognised as a liability and amortised on a straight fine
basis over the life of the lease term.
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SHIRE OF KALAMUNDA
MOTES TO AND FORMING PART OF THE FINANCIAL REFORT
FOR THE YEAR ENDED 30TH JUNE 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(o) Investment in Associates
An associate is an entity over which the Shire has significant influence. Significant influence is the
power to participate in the financial operating policy decisions of that enfity but is not control ar joint
control of those policies. lmrestments in associates are accounted for in the financial statements by
applying the equity method of accounting, whereby the investment is initially recognised at cost and
adjusted thereafter for the post-acquisition change in the Shire's share of net assets of the associate.
In addition, the Shire’s share of the profit or loss of the associate is included in the Shire's profit or loss.

The carrying amount of the investment includes, where applicable, goodwill relsting to the associate.
Any discount on acquisition, wheneby the Shire's share of the net fair value of the associate sxcesds
the cost of invesiment, is recognised in profit or loss in the period in which the investment is acguired.

Profits and losses resulting from fransactions between the Shire and the associate are eliminated to
the extent of the Shire’s interest in the associate.

When the Shire's share of losses in an associate equals or exceeds its interest in the associate, the
Shire discontinues recognising its share of further losees unless it has incurred legal or constructive
obligations or made payments on behalf of the associate. YWhen the associate subsequently makes
profits, the Shire will resume recognising its share of those profits once its share of the profits equals
the share of the losses not recognised.

{p) Interests in Joint Arrangements
Thie Shire's interest in a joint wventure has been recognised in the financial statements by including
its share of any assels, liabilties, revenues and expensas of the joint venture within the appropriate
line items of the financial statement. Information about the joint venture is set out in Mote 18.

Thie Shire's interest in joint venture entities are recorded wsing the equity method of accounting
{refer to Mote 1{o) fior detais) in the financial report.

When the Shire confributes assets to the joint venture or if the Shire purchases aseets from the

joint ventura, only the portion of the gain or loss not attibutable to the Shire's share of the joint venture
shall be recognised. The Shire recognises the full amount of any loes when the coniribution results in
a reduction in the net realisable value of current assets or an impairment loss.

(q) Rates, Grants, Donations and Other Contributions
Rates, grants, donations and other contributions are recognised as revenues when the local government
obtains control over the assets comprising the contributions.

Control over assets acquired from rates is obtained at the commencement of the rating period or, where
earlier, upon receipt of the rates.

Where contributions recognised as revenues during the reporting period were obéained on the condition
that they be expended in a particular manner or used over 8 particular period, and those conditions were
undischarged as af the reporting date, the nature of and amounts pertaining to those undischarged
conditions. are disclosed in Mote 2(c) . That note also discloses the amount of contributions recognised
a5 Mevenues in 8 previous reporting penod which were obtained in respect of the local govemment's
operations for the current reparting period.

{r} Superannuation

Thi Shire contributes to a number of Superannuation Funds on behalf of employees. All funds to
which the Shire contributes are defined contribution plans.

18
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

(s) Current and Non-Current Classification
In the determination of whether an asset or liability is current or non-current, consideration is given to the
time when each asset or liability is expected to be settled. The asset or liability is classified as current if
it is expected to be settled within the next 12 months, being the Shire's operational cycle. In the case
of liabilities where the Shire does not have the unconditional right to defer settlement beyond 12 months,
such as vested long service leave, the liability is classified as current even if not expected to be settied
within the next 12 months. Inventories held for trading are classified as current even if not expected to be
realised in the next 12 months except for land held for sale where it is held as non-current based on the
Shire's intentions to release for sale.

(t) Rounding Off Figures
All figures shown in this annual financial report, other than a rate in the dollar, are rounded to the nearest
dollar.

(u) Comparative Figures
Where required, comparative figures have been adjusted to conform with changes in presentation for the
current financial year.

When the Shire applies an accounting policy retrospectively, makes a retrospective restatement or
reclassifies items in its financial statement, an additional (third) statement of financial position as at the
beginning of the preceding period in addition to the minimum comparative financial statements is
presented.

(v) Budget Comparative Figures

Unless otherwise stated, the budget comparative figures shown in this annual financial report relate to the
onginal budget estimate for the relevant item of disclosure.

19
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016
1. SIGNIFICANT ACCOUNTING POLICIES (Continued)
(w) New Accounting Standards and Interpretations for Application in Future Perlods

The AASB has iIssued a number of new and amended Accounting Standards and Interpretasions that have mandatory application
dates for future reporting periods, some of which are relevant to the Shire.

) nt's of the new and amended pronouncements that are refevant 1o the Shire, applicabie to future reporting
periods and which have not yet been adopied are set out as folows:

Title Issued / Complied  Applicable " Iimpact
() AASE 9 Fin | Instr D 2014 1 January 2018 NM -~ The objectve af this Standard Is to Improve
{Incorporating AASB 2014.7 and simplity the approach for classifcation and
and AASS 2014-0) measurement of inancial assets compared with

the requirements of AASE 139, Given he nature
of the financial assels of the Shire, it Is not
anticipated the Standard will have any material

eflect.
(M) AASB 15 Revenue from Decamber 2014 1 January 2017  This Standard establishes principles for entities
Contracts with Cusiomers 1o apply to report usetul Information to users of

financial stalements about the nature, amount,
fiming and uncertainty of revenue and cash flows
arising from a contract weth a customer.

The effect of this Standard will depend upon the
nature of future fransactions the Shire has with
thase third parties it has dealings with. & may
or may nol be significant.

(W) AASS 10 Leases February 2016 1 January 2019 Under AASS 10 there Is no longer a distinction
between finance and operating leases. Lesseas
will now being fo account a right-to.use asset
and lease ladblity onto their statement of
fnancial position for ab leasas. Effectively this
means the vast majority of operating leases as
defined by the current AASE 117 Leases which
currently do not Impact the statement of financial
position will be required to be capiialised on the
statement of inancial position once AASE 10
s adopted.

Currently, operating lease payments are
expensed by as Incurred. This will cease
and will be replaced by both depreciaton
and interest charges. Basad on the number
of operaling leases heid by the Shire, the
Impact Is not expecied to be significant.

(W) AASS 2014-3 ts to gust 2014 1 January 2016 This Standard amends AASS 11: Joint
Australian Accounting 0 10 require the acq: of an
Standards - Accounting Interast (both Nitial and addiional) in a joint
for Acquisitions of operation In which the activity consiifutes a
Interests In Joint as defined In AASS 3: Bl
Operations Combinations , fo apply ab of the principles

on business combinations accounting In
[AASBE 1 & AASB 11) AASH 3 and other Australian Accounting

Standards except for those principles that
conflict with the guikiance In AASB 11; and
disciose the Information required by AASE 3
and other Australlan Accounting standards
for business combinations.

Since adoption of this Standard would Impact
only acquisitions of In Jaint op

on or afer 1 January 2016, management
beleves It s impracticable of this stage 1o
provide a reasonable estimate of such impact
on the Shire's inancial statements.
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EHIRE OF HALAMUNDA
HOTES TO AND FORMING PART OF THE FINANCIAL REFORT
FOR THE YEAR ENDED 30TH JUNE 2016
1. BIGNIFICANT ACCOUNTING POLIGIES (Continuesd)

{w] Hew Accounting Standards and Interpretations for Application In Futwre Periods (Continued)

(¥} AAZEB 2014-4 Amendmenis io

(¥} AAER 2014-5 Amendments io

(wi} AASE 20132 Amendments 1o

(v} AAZH 20158 Amendmenls io

Title

Issued | Complied  Applicable |

August 2014 1 January 20186
Australian Accounting

Standards - Clarification of

Acceptable Methods of

Deperesciaticn and

Amartisation

[AASE 110 & 138]

Diecambear 2014 1 January 2017
Aurstralian Accounbing
Standards arising from

AAZR 10

January 2013 1 January 2016

Aursiralian Accounting Standarnds -
DHsciosure Iritlative:
Amandments 10 AASE 101

IAASE T, 101, 134 & 1028]

Mairch 2015 1 July 2018

Aurstralian Accounting Standamds -
Extending Related Party
Disclosures to Mol-lor-Profit
Public Sactor Enlities

[A&SE 10, 124 & 1043]

Moles:
M g ppbcable bo reporiing periads
oommencing on or after the given

date.

3l

Imipact

This Standard amends AASE 118 and

AAZE 133 fp establish the prindple for e
basis of depreciation and amorisation as
being the expected patlern of consumpbion
consumption of the future sconomic bensfis
of an assed. i also dandes the uwss of revenue-
based methads o caloulade the depreciation
of an assel. Revenus s generally an
appropriabe basks for measuring the consumption
of the aconomic benafts embodied Inan
ntangibie asset.

Given tha Shire curenily uses the axpached
pattern of conswmption of the fulure soonomic
benafils of an asset as the basis of
depreciation, / s nod expecied o have a
significant impact.

Consequential changes o warious Standards
arising from the issuance of &A5E 13,

It will require changes o reflect the iImpact of
AAZE 13

This Standard amends AASE 101 to provide

clarification regarding the disclosurs
requirements in AASE 101, Spacifically, the
Standard proposss narrow-foous amendments
o address some af the concams exprassed
exising presantation and disclosure
requirements and io enswre sntifiss are able
o wse judpement when applying a Standard

In determining what information fo discloss

In the financial statements.

This Standard also makes sdional ard
consequential amendments a5 a nesull of
amendments to the Standards Bsted inthe
litle column.

It ks not anficipaded i will have any significand
Impact disclosures as they cusrently sxist and
any changes will rzlate to presantation.

The objective of this Siandard is io extend e

soope of 4458 124 Redsled Parfy Discloswres
o include not-for-profi secior entfities.

The Standard is expecied to hawve a significant
discicsure mpact on the inancial repor of the
Shirs 3= both Elected Mambers and Sanior
Marnagement will be desmed o be Key
Maragement Personnel and resulant
disclosures will be necessary.

Shire of Kalamunda



Audit & Risk Committee 31
Minutes — 31 October 2016

EHIRE OF HALAMUMNDA
HOTES TO AND FORMING PART OF THE FINANCIAL REFORT
FOR THE YEAR ENDED 30TH JUNE 2018

1. BIGHIFICANT ACCOUNTING POLICIES {Contlnued)

{x} Adopticn of New and Revised Accounting Standards

Dwring e curment year, the Shire adopled all of the new and revised Ausiralian Accounting Standards and
Interpretations which wers complled, became mandatory and which were applicable io is operations.

Thess new and revissd slandams wers a5 Tollows:

0} AASH 2013-3 Amandmenls o Ausiralian
Accouriting Slandards arising from the
withdrawal of AASE 1031 Materiality

) AASE 201537 Amendments io
Australian Accounbing Stndads -
Fair Vales Disclosures of
Hat-far-Prafit Public Sactar Enbities
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SHIRE OF KALAMUNDA

MNOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

1,160,328
——

Z. REVENUE AND EXPENSES 2016 2015
$ &
{a) Met Result
The Met result includes:
{i) Charging as an expense:
Auditors remuneration
Current Auditor
- Audit of the Annual Financial Repart 22201 19,500
- Audit and Agquittal of external funded projects 3,100 0
Depreciation
Buildings - non-specialised 1,704 201 1,705,367
Fumiture and equipment 460,085 500,407
Plant and equipment 520,836 528,405
Infrastructure - Roads 2,330,025 2015477
Infrastructure - Foolpaths 266,689 263,460
Infrastructure - Drainage 234 428 308,925
Infrastnucture - Parks and Ovals 170,887 985,100
Infrastnucture - Ciher 337,069 259,480
6,043,120 7,556,640
] ]
Interest expenses (finance costs)
Debentures (refer Note 23 (a)) 304,480 430,780
304,480 430,780
I
Rental charges
- Operating leases 374,727 200,706
T4 737 200,706
I
(i} Crediting as revenuse:
Significant revenue
Increase in Equity Value
Eastern Metropolitan Regional Council (EMRC) 1,703,629 2,280,458
Other revenus
Oither 274,798 54,602
274,798 54,602
I
2016 2016 2015
Actual Budget Actual
H H ]
Interest earnings
- Loans receivable - clubsfinstitutions 23,628 28,692 28,01
- Reserve funds 173,613 46,784 54,977
- Municipal funds 543,644 382,000 604,048
Mon-investments - Municipal B7.614 57,000 110,088
Oither interest revenue 331.820 382,069 358,510
806,545

1,155,674
——
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

2. REVENUE AND EXPENSES (Continued)
(b) Statement of Objective

The Shire of Kalamunda is dedicated to providing high quality services to the community
through the various service oriented programs which it has established.

Shire operations as disclosed in these financial statements encompass the following service
orientated activities/programs.

GOVERNANCE
Objective:
To provide a decision making process for the efficient allocation of scarce resources.

Activities:
Includes the activities of members of council and the administrative support available to the
council for the provision of govemnance of the district. Other costs relate to the task of assisting
elected members and ratepayers on matters which do not concern specific council services.

GENERAL PURPOSE FUNDING
Obiective:

To collect revenue to allow for the provision of services.

Activities:
Rates, general purpose government grants and interest revenue.

LAW, ORDER, PUBLIC SAFETY
Objective:
To provide services to help ensure a safer and environmentally conscious community.

Activities:
Supervision and enforcement of various local laws relating to fire prevention, animal control and
other aspects of public safety including emergency services.

HEALTH
Objective:
To provide an operational framework for environmental and community health.

Activities:
Inspection of food outiets and their control, provision of meat inspection services, noise control
and waste disposal compliance.

EDUCATION AND WELFARE

Objective:

To provide services to disadvantaged persons, the elderly, children and youth.

Activities:

Provision and maintenance of home and community care programs, day care centres, youth
services and other voluntary services.
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

2. REVENUE AND EXPENSES |Continued)
(b) Statement of Objective (Continued)

COMMUNITY AMEMITIES
Ohbjective:
To provide services required by the community.

Activities:

Rubbish collection services, operation of rubbish disposal sites, litter control, construction and
maintenance of urban storm water drains, protection of the environment and administration of
fown planning schemes and public conveniences.

RECREATION AND CULTURE

Objective:

To establish and effectively manage infrastructure and resource which will help the social well being
of the community.

Activities:

Maintenance of public halls, civic centres, aquatic centre, recreation centres and various
sporting facilities. Provision and maintenance of parks, gardens and playgrounds.
Operation of library, museum and other cultural facilities.

TRANSPORT
Dhjective:
To provide safe, effective and efficient transport services to the community.

Activities:
Construction and maintenance of roads, footpaths, bridges, lighting and cleaning of streets.

ECOMOMIC SERVICES
Dhjective:
To help promote the shire and its economic wellbeing.

Activities:
Tourism and area promation, rural services and building contral.

OTHER PROPERTY AND SERVICES
Dhjective:
To monitor and control council's overheads operating accounts.

Activities:
Private works operation, plant repair and operation costs and engineering operation costs.
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2. REVENUE AND EXPENSES (Continued)

{c) Condgittions Over Grants/Contributions

State Emergency Services

SE S equiprment

Bush Fire Brigace

Healthy Community inftiative

Kids Sport Program

Hartfield Park Offset Proposad

Funding

Woodupine tamily centre -

CCTV camera

Bronze wing Grass Weed Controi
Banksia Woodiand Project
Weed Cycie at Lower Lesmurdie
Water Conservation Praject

Kakaen

Function/
Activity

Law, Orcer and Public
Law, Orger and Pubilc

Law, Orger and Public

Recreation and Cutture
Recreation and Culture
Community Amenites

Community Amenites

Community Amenities
Community Ameniies
Community Ameniies
Community Amenites
Community Amenites
Community Amenites
Community Ameniies
Community Amenites

Community Amenites

Community Amenites
Transport
Rl

Lot 24 Hargey Road East

Lot 47 Hardey Road East

Metro Local Govemment Reform
Financial Assistance Geant -

Bridges

Total

Transport
Transport
Governance
General purpose

SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2016

(1) - Grants/contributions recognised as revenue In a previous reporting period which were not expended at the close of the previous reporing period.

(2) - New grants/contributions which were recognised as revenues during the reporting period and which had not yet been fulty

by e contributor.

in the

(3) - Grants/contributions which had been recognised as revenues In a previous reporting period or received In the cument reporting penod and which were

eapended In e custent reparting perod in the

by the

Sor

- 20

Opening cunm. Closing
Bal m o E (e B ™ @ Exp - B
10714 201413 201413 0/0VEs 201310 201310 3000610
s s $ s s s s
15,173 05,623 {00 203) 13,333 54,044 (53,3400 14,039
1,400 5,700 (7.%00) o o o o
31002 120,999 (125.001) 32,200 130,332 {131,200) 31,932
sS0818 o (5.810) 1] o o L]
1.002 o1.670 (7o .440) 4792 110,000 (114, 792) o
03,430 o {20.,009) 40621 o (21,907%) 18,040
o 8,900 o 8,900 o (0,500) o
4750 o 4.790) o o o o
7,250 o (1.400) 5,790 3,500 (11,3200 o
G004 o (G, 004) o o o o
10,000 o {10,000} 0 o o o
18,333 o {15,333} o 1] o o
11,973 o {11.973) o ] o o
12,017 o (12017 o o o o
141,432 3,003,000 (001.407) 23435023 2,735,000 {057,5393) 4242470
o 500,000 (222.372) 277,628 200,000 (777, 620) o
o o o o 10,042 o 18,842
11,334 o (11.334) o o o o
006,066 o (606.606) 0 o o L
12125 o o 12,123 ] 12,129) L
15,572 o o 15,572 o (15,572) o
0,232 o (©6.232) o o o o
0 o o o 210,000 (10,0009 200.000
1.0‘.lm s.mluo m &7”& 783 708 gloulnq %us
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

Hote 20186 215
¥ %
3. CASH AND CASH EQUIVALENTS
Cash on Hand - Unrestricted 7,190 6,940
Cash at Bank - Municipal 8,303,579 0,307 946
Cash at Bank - Resfricted Reserves 18,160,388 11,208,096

26,471,157 20,522 982

The following restrictions have been imposed by
regulations or other externally imposed requiremeanis:
Reserves - Restricted

Long Service Leave Reserve 12 1,530,051 1,060 585
Plant and Equipment Reserve 12 1] 20 506
Land and Property Enhancement and
Maintenance Reserve 12 1,578,059 1,354 213
Waste Management Reserve 12 787,59 232 426
EDP IT Equipment Resere 12 542 562 130,326
Local Government Elections Reserve 12 126,009 50,000
Stirk Park Reserve 12 i) 25,887
HACC Reserve 12 741,168 1,220,151
Forrestfield Industrial Area Reserve 12 119,376 117 322
Insurance Contingency Reserve 12 175,565 172542
Light Plant Resere 12 o 35,023
Revaluafion Reserve 12 249,098 244 811
MNominated Employee Leave Provisions
Resarve 12 1,135,890 525,500
Forrestfield Industrial Scheme Stage 1
Resarve 12 5,022,391 1,932 377
Aseet Enhancement Resarve 12 B56,713 1]
Unexpended Capital Works and Specific
Purpose Grants Resarve 12 5,229,008 4,003,345
Waste Avoidance and Resource Recovery
Resarve 12 o 0
Environmental Resarve 12 66,007 64,872
¥, 100,908 ok
Municipal Cash - Restricted
Bonds g 1,849,970 2,020 486
Conditional Unspent Grants and Contributions 2{c) 4,525,023 2,756,654
6,475,893 4,786,140
Total Restricted 24,636,281 15,904 236

4. INTEREST IN JOINT VENTURE

Equity Accounted Investment 27488 BTG 24|'}§6 670
Investment in Jeint Venture
At the beginning of the year 24,096 679 22716221
Change in Equity
Other property and services 1,703,629 2,280 458
Other Comprehensive Income
Revaluation of Assets of Joint Venture 783,568 0
At the end of the year 21 A88,070 PR

The Shire held investments in the Eastern Matropolitan Riegional Council (EMRC) as at 30 June 2016 (for
details refer to Mote 18)
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SHIRE OF KALAMUNDA

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2016

Current

Rates Outstanding
Sundry Debtors
Prepaymenis

GST Receivable

Loans - Clubs/instutions

Hon-curremnt
Rates Outstanding - Pensioners
Loans receivable - clubsfinstitutions

. INVENTORIES

Current

Fuel and Materials

Land Held for Resale - Cost
Cost of Acquisition
Development Costs

HNon-current

Land Held for Resale - Cost
Cost of Acquisition
Development Costs

5. TRADE AND OTHER RECEIVABLES

2016 2015
§ $

1,238,207 613,087
384 663 496 659
315,198 544 G55
414,002 361,706
70,388 66,073
554 647 514,420
270,857 341,028
B25 604 355,448
138,014 111,241
85,360 335503
1] 21,067
224,274 408 801
284 661 284 661
16,046 16,046
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SHIRE OF KALAMUNDA

HOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2016

T (a). PROPERTY, PLANT AND EQUIPMENT

Land and buildings
Land - freehold at:
- Independent valuation 2014
- Additions after Valuation - Cost

Land - Wested in and under the Control of Council at:
- Independent valuation 2014

Buildings - non-specialised at:

- Independent valuation 2014

- Additions after Valuation - Cost 2015
- Additions after Valuation - Cost 2016
Less: Accumulated Depraciation

Total land and buildings

Furmniture and equipment at
- Cost
Less: Accumulated Depraciation

Plant and equipment &t

- Management valuation 2016 - level 2
- Management valuation 2013 - level 2
- Additions after Valuation - Cost 2014
Less: Accumulated Depreciation

2016 215
5 H]

61,426,000 63,101,000
2,000 0
61,428,000 63,101,000
2,799 800 2,700,800
2,799 800 2,790,800
22T A0 60000800
83,141,844 £3,141,844
1,506,004 1,506 904
1,560,324 0

E:H-Dd.ﬂﬁ&! 1,700, 064
82,094 897 B3,038,774
147,122 697 148,939,574
3,309,084 6,171,350
{2,005 165) {4,436 080)
1,404,819 1,735279
3,082 285 0

0 4,356,073

0 %23, 763

0 1,032,260

3,082,285 4,247 56T
151,609,801 154,922 420
I I

The fair value of property, plant and egquipment is determined at least every thres years in accordance
with the regulatory framework. Additions since the date of valuation are shown as cost, given they

were acquired at amms length and any accumulated depreciation reflacts the usage of service

podential, it is considered the recorded written down value approximates fair value. Al the end of each
intervening period the valuation is reviewed and where appropriate the fair value is updated to

reflect current market conditions. This process is considered fo be in accordance with Local Government
(Financial Management) Rieguiation 17A (2] which requires property, plant and equipment to be shown

at fair valus.
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REFORT

7. PROPERTY, PLANT AND EQUIPMENT [Continued)

(b} Movements in Carrying Amounts

Movement in the camying amounis of each class of property, plant and equipment batween the beginning and the end of the current financial year.

FOR THE YEAR ENDED 30TH JUNE 2018

Rewaluation Rewaluation
Increments/ [Losses)
Balance (Decrements) Reversals Canrying
at the Transferred Through Amount
Baginning to to Depreciation at the
of the Year Additions |Disposals) Rewaluation Profit or Loss |Expensa) End of Year
§ 5 5 5 5 5 5
Land - freshold 63,101 000 2000 {1,675,0:00) i 0 1] 61,428,000
Land - Vested in and under the Control
of Council 2,799 800 0 0 0 0 1] 2,790,800
Total land X B L I G XL 1)) ] (] [1] 221,
Buildings - non-specialised 83038774 1,560.324 0 0 0 {1,704 201} B2,894 897
Total buildings 83038774 1,560.324 [1] [1] [1] (1.704,201) B2,894 897
Total land and buildings 148,939,574 1,562.324 {1,675,000) [1] [1] (1,704, 201) 147,122,697
Furniture and equipment 1.735.279 138,625 0 0 0 {469 085) 1,404,820
Plant and equipment 4247 587 76,976 {139.346) (481,711) (91,366) (529 B36) 3,082,284
Total property, plant and equipment m 1,?”.‘3 H,Hl:ﬂij iﬂq,ﬁﬁ iﬂ,ﬂﬂj ]!.?H‘ﬂF m

3o
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REFORT
FOR THE YEAR ENDED 30TH JUNE 2016
7. PROPERTY, PLANT AND EQUIPMENT |Continued)

() Fair ¥alue Measurements

Fair Value N . Basis of Date of last
Asset Class Hierarchy Valuation Technigue valuati Valuati Inputs used

Land and buildings
Market approach using recent Independeant .

Land - freshold 2 observable market data for similar registered June 2014 '“mﬂ':hl’;"“‘-‘f"srg““ meter / sales pocess of
assets valuer comparahle poperies

; - Improvements o land valwed using Independeant Improvements to land using construction costs and

I&:rr:éu;.;e;t:?cn and_l 3 cost approach using depreciated registered June 2014 cumment condition {Lewed 2), residual values and
replacement cost valuer remaining useful life assessments (Level 3) inpuls
Improvements io building valued Independeant Improvements to bulding using construction costs

Buildings - non-speciaksed 3 using cost approach using registered June 2014 and cument condition (Level 2), residual values and
deprecialed replacemant cost valuer remaining useful life assessments (Level 3) inpuls
Market approach using recent Independent .

Buildings - specialised 2 observable market data for similar registered Juna 2014 Pwersge price for square meter [ sales pmoess. of

comparable properties

assels valuer

Plant and equipment
Market approach using recent Man "

- Management valuation 2016 2 observable market data for similar s June 2016 Market price per item
assets

" 4 Purchase cost and current condition [Level 2).
" Cost approach using d sted Man 1 N .
- Management valuation 2016 3 repla PR ¥ casl g oeprect vulu;?::um June 2018 residual values and remaining useful ife

assessments (Level 3) nputs

Level 3 inputs anre based on assumplions with regards to future values and patterns of consumption ulilising cument information. If the basss of these assumplions were vaned |,
they have the potential to result in a significantly higher or lower fair value measurement.

Dawing the period there were no changes in the valuation fechniques used by the local government to determine the fair value of property. plant and eguipment using either
lewel 2 or lewvel 3 inputs.

A
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

Restated
2016 2015
H H
8 (a). INFRASTRUCTURE

Infrastructure - Roads

- Independent Valuation 2015 115,916,874 193,671,293
- Additions after Valuation - Cost 3,664 334 1]
- Correction on revaluation 1] (7T7.754,419)
Less: Accumulated Depreciation {2.330,025) 0

117,251,183 115,916,674

Infrastruciure - Footpaths

- Independent Valuation 2015 13,255,833 15,398,876
- Additions after Valuation - Cost 71,765 0
- Correction on revaluation 0 {2,123,602)
Less: Accumulated Depreciation {253 D46) 0

13,074,852 13,275,274

Infrastructure - Drainage

- Independent Valuation 2015 18,640,817 19,251,658
- Additions after Valuation - Cost 200 458 1]
- Correction on revaluation 0 (60T BT4)
Less: Accumulated Depreciation {232 054) 0

18,708,221 18,643,784

Infrastructure - Parks and Owals

- Independent Valuation 2015 5,795,052 5,868 B3R
- Additions after Valuation - Cost 4. 719,185 1]
- Correction on revaluation 0 (29,983)
Less: Accumulated Depreciation {142 B4E) 0

10,371,391 5,838,005

Infrastructure - Other

- Independent Valuation 2015 6,615,233 6,088,568
- Additions after Valuation - Cost 205,538 0
- Correction on revaluation 0 {280,635)
Less: Accumulated Depreciation (268 O5Z) 0

6,551,800 6,707,033

163,057, 256 160,382,770

The fair value of infrastructure is determined at least every three years in accordance with the
regulatory framework. Additions since the date of valuation are shown as cost. Given they were
acquired at arms length and any accumulated depreciation reflects the usage of service potential,
it is considered the recorded written down valuwe approximates fair value. Al the end of each
intervening period the valuation is reviewed and, where appropriate, the fair valee is updated fo
reflect curent market conditions. This process is considered to be in accordance with Local
Gowvermment (Financial Management)Regulation 17A (2} which requires infrastructure to be
shown at fair value.

The Shire of Kalamunda undertook an independent valuation as at 30 June 2015 of its
Infrastructure Assets. During the Financial year 30 June 2018, it was identified that the unit
replacement rate {URR) used to value kerbing area of roads was incorrect. As such, the formula on
kerbing needed to be updated which resulted in a 577,754,419 reduction to the value on the
roads assets.
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

8 (a). INFRASTRUCTURE (Continued)

As the revaluation for Infrastructure assets was conducted on 30 June 2015, there is no impact
on the net result for the current financial year as the adjustment was recognised within
the revaluation reserve.

In addition to the above adjustment there are other revaluation adjustments found in other infrastructure
categories. The summary of the total decrease in value of the infrastructure category due to the
valuation adjustments are as follows:

Footpaths 2,123,602
Roads 77,754,419
Drainage - Stormwater drainages 142 546
Drainage - Stormwater pits 465,328
Parks and gardens 29,983
Infrastructure - Other - bridges 280.635

80,796,513

Subsequent to the above adjustments, the revaluation of infrastructure assets resulted in an overall
increase of $§2,586,075 in the net value of the Shire's Infrastructure assets in 2015. It is the Council
Policy in relation to accounting for revaluation movements to treat categories as one class of asset,
being Infrastructure. The sub-categories have been disclosed purely for reference purposes.

As the Council deems these assets to be one class, any decrements are offset against

increments within the same class of asset and the net credit/deficit is recognised in the

Statement of Other Comprehensive income and the Revaluation Reserve. Should the decrements
above not be netted off with the increments recognised it would result in a charge to the

Statement of Comprehensive Income of $§8,801,745. The net result for 2014/2015 would therefore
be ($2,763,661) and the Other Comprehensive Income for the period would be $13,320,297

For further details relating to the prior period adjustment refer to note 14
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REFPORT

FOR THE YEAR ENDED 30TH JUNE 2016

8. INFRASTRUCTURE (Continued)

{b) Movements in Carrying Amounts

Movememnt in the carrying amounts of each class of infrastructure between the baginning and the end of the current financial year.

Restated
Balance Carrying
as at the Amount
Beginning Depreciation at the End
of the Year Additions Disposals) (Expense) of the Year
% 5 % 5 5
Infrastructure - Roads 115,916,874 3,664,334 o (2,330,025) 117,251,183
Infrastructure - Footpaths 13,275,274 71,785 (5,698) (266,680) 13,074,652
Infrastructure - Drainage 18,643,784 209 458 (583) (234,428) 18,708,221
Infrastructure - Parks and Owals 5,838,905 4,719,185 {15,812) (170, 88T) 10,371,381
Infrastructure - Other 6,707,933 205,538 (23,653) (337, 060) 6,551,809
Total infrastructure 160,382,770 8,060,280 [45,796) [3,320,008) 165,057,250
I I

Restated amounts for 2015 (see note 14 (a) ‘prior years’ restatemeants’)

34
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 3016
8. INFRASTRUCTURE |Continued)
g} Fair Value Measurements

Fair walue Date of last
Asset Class mr Waleation Techniguwe Easis of valwation 2o Inputs used

Observable input based on depreciation

Infrastructure - Roads Level3  oelapproach using depreciied Independent valuation June BDIS e et 3)

Lf_';':;‘:":" : Level 3 I_.':f";f‘ * spproach using depraciated Independent valuation June 2015 m;:‘ﬁmg; depreciafion
:’":'_.::'“" - Level 3 ﬁwﬂm‘f"ﬂ deprecinied Independant valuation June 2015 m;;‘ﬁmg; tapreciahon
'_“:;':::“" - Parks Level 3 g‘;‘f‘ * epprocch 1sing depraciaiad Independent valuation June 2015 m;;‘ﬁmg; teprecielion
A — Level 3 ﬁﬂm“f“ depraciaiod Independant valustion June 2015 mﬂifﬁm; thapreciafion

Lewvel 3 inputs are based on assumplions with regands to future values and patiemns of consumption utilising curment information. If the basis of these assumptions were vared |
they have the patential io result in & significantly higher or kower fair value measurement.

Dwring the period there weare no changes in the valuaion technigues used o determine the fair walue of infresbructure using level 3 npuis.

L]

Shire of Kalamunda



Audit & Risk Committee
Minutes — 31 October 2016

45

10.

11.

SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2016

TRADE AND OTHER PAYABLES

Current

Sundry Creditors

Bonds and Deposits

Accrued Expenses

Accrued Interest on Debenturas
Accrued Salanes and Wages
Income in Advance

LONG-TERM BEORROWINGS

Current
Secured by Floating Charge Borrowings
Bamowings

Mon-current
Secured by Floating Charge Borrowings
Bomowings

Additional detail on borrowings is provided in Mode 23.

PROVISIONS

Opening balance at 1 July 2015
Current provisions
Mon-current provisions

Additional provision

Amounts used

Increase in the discounted amownt arising
because of time and the effect of any
change in the discounted rate

Balance at 30 June 2016

Comprises
Current
Mon-current

Provision for

2016

3,901,573
1,949,970
409,021
126,333
21,885
15,601

6,424,383
——

629,778

215

3,534,421
2,020,486
748,639
136,655
186
25,430

6,474 817
——

503,852

629,778
I

5,664,168

5,664,160
——

Provision for

593,852
I

6,293,947

6,203,947
———

Annual Long Service
Leave Leave Taotal
] $ 5
1,504,662 1,115,028 2,618,601
0 704,550 704,550
1,504,662 1,819,578 3,324,241
1,783,449 348227 2,131,676
(1.740,203) (198,220) {1,838.423)
70.817 02 004 163811
1,618,725 2,062,580 3,681,305
1,618,725 1,373,887 2,092,612
0 GBS, 653 G88.603

1,618,725
———

2,062,580
——

3,681,305
——
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SHIRE OF KALAMUHDA
MHOTES TO AND FORMING PART OF THE FINANCIAL REPODRT
FOR THE YEAR ENDED BTH JUNE 2018

12. RESERVES - CASH BACKED

Actual Actual Actual Acthaal Budget Budget Budget Budget Actual Achsal Actual Actual
2016 a0 2018 FLopl] Fig g 2016 2018 2018 2013 20135 2013 2013
Cpening Transder to Transfer Chosing Dpening Transfer to Transfer Closing Opening Transfer to Transfer Closing
[Blalarce | Brosm) Ealancs Balance ATromj) Ealance Balance ifroam} Balance
5 5 13 5 13 5 5 5 5 5 5 5
(&) Long Service Leave REserse 1, D60, 555 469 488 a 1,530,091 Baz a2 126,512 550,000 450 205 ITE 403 Ta5,102 o 1,080, 5535
{B] Piant and Equipment Resarses 5 IS o {20,0840) o Zaan2 o {28,983 o I9 00N 10 o I9, ool
Land amd Property Enhancemant amd
el Mainienance Resarve 1,304 213 223,540 a 1,570,038 455,530 3,362,581 (3,000,000 aE1.411 BT4 053 1.421.560 541 4485 1,334,213
id] Wasie Marnagamenl Reserie IAT AN 333,163 a T, 591 =0.403 202,714 {30,000 93 197 160, 545 Ti.701 o AT 420
=] EOF IT Equiprment Resarye 138,325 403,336 a 42,561 15,960 200,479 {80,000 115,439 136 450 2873 o 138, 325
M Local Govermment Elclions Reserie B0, 000 70,005 a 126,009 53,099 01,353 (120,000 o682 a 50,000 o 0, 000
i@l Sitrk Park Reserie I0maT o {23,887 o 19870 o {18,078 o 0,304 533 o 0,097
h] HACT Resere 1,230,151 21,07 3040, D00 41,1068 1.243534 aras 500,000 o114 ez, o 1,102,790 4G5 4200 1,220,131
M Forresifeld Indusinal Area Ressere 1rz== 2,084 a 112,370 102,500 3,084 a 103,080 131 57 2,770 (17251 I ]
@ Insuance Comingency Reserae 172,542 3,023 a 173,503 T40T4 222T a T, 290 gl ] 3,557 L] 172,42
k] Light Piani Reserre 33,033 o {33,033) o 5,340 ] {33,348 o 34,313 T20 ] 33,033
Ml Revaluation Resere 244 8511 4787 a 245 058 44 5408 64,335 50,0000 148,583 138 55l 105,525 ] 244 811
Hiominated Employes Leave Prowisions.
A ReEsarae 525,500 010,380 a 1,133,880 531,723 303,823 a 1,037,877 I4 573 500,527 o 528,500
Forresifisld Industrial Schems Stage |
Am ReEsarae 1,832 377 3,108 448 {18,433 5.023,380 1.552.205 o a .=52,2083 a 1.952.205 (12,3085 1,832,377
{o] Asset Emhancermsnl Resseree a 036,712 a o585, 713 o 127,743 a 127,742 a o o [a]
Unexpendsd Capital Works and Speclic
ipl Purposes Grants Ressrve 4003 345 4,060, 401 (3,633,030) 5,228,500 4,003 3483 240,201 [3.533,0308) 603, 70 a 4,003 343 o 4,003, 345
gl Environmental Reseras [ ] 1, 1348 2] o0 000 54710 11008 1800000 20,320 ] 36, 703 ] oM7)
11, 200 0SS 11,183, 1885 4 243 18, 160,300 5,714 743 5016,343 5,151,024 OS50 062 I 010350 10041 258 (1444 123 11, I08, O35
I I

&1 of T reserse accounts ane supporied by money Beid ininancial InstRuSions and malch e amount shown 25 restricisd cash in NoSs 3 o this financtal report.

ar
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12. RESERVES - CASH BACKED (Continued)

Name of Reserve

{a) Long Service Leave Reserve

(b) Piant and Equipment Reserve

Lanc and Property Enhancement and
) psintenance Reserve

(d) Waste Management Reserve
{e) EDP IT Equipment Reserve
(" Local Government Elactions Reserve

(@) Strk Park Reserve

{h) HACC Reserve

¢} Forrestieid Industrial Area Reserve

d) Insurance Cortingency Reserve

(x) Light Plant Reserve

{) Revaluation Reserve

Forresifiedd Industrial Scheme Stage 1

") ceserve

{0) Asset Erhancement Reserve

® Unexpended Capital Works and Speciic
Purpose Grants Reserve

{q) Envsonmental Reserve

SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

10 each reserve account, the purpose for which the reserves are set aside are as follows:

Purpose of the reserve
To be usad o provide cash-backing for aff arvual and long service leave entliements.
Transfers lo this reserve are based an the leave Sabiity at the end of each year.

To be usad 20 fund future replacement of Shire's plant and associaled equipment.

To be used % fund land and property P ana of
properties.

To be used o fund 3 for e of Shire's sarvice.
To be usad for the upgraderepiacement of the Shire's and

To be used ©© fund the cost of future slections.
To be used 0 fund Improvements to Stirk Par.
To be usad 0 fund future HACC Service programemnes and asset replacement.

To be used o fund for the Forresifisld Indusinal Area

To be used © fund and <l backs.

To be usad 0 fund future replacement of Shire's plant and associated equipment.

To be usad ©© fund asng

To be used 0 fund future nominaied staff leave entements.

The reserve is establishad 1o meet the Shires' reporting obligation under clause 6.5.10 of the Shire of

da Local F No. 3. The funds that were managed under the Trust for the scheme
were Fansfarred 10 the newly established reserve on 23rd June 20135, The reserve wil be makrtained %
refiect af ir %o the for the benefit of the scheme members.
To be used o fund future of Shires' and plant and equipment needs
To be usad o ey forward for and grants, that
wil be ana n o yoars.
To be used o fund and
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SHIRE OF KALAMUNDA
MOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR EMDED MTH JUNE 20418

13. REVALUATION SURFLUS Restated Resiated

e 013

2018 il Zo16 Total 2016 213 2013 I3 Total
Dpening Revaluaton Revaluation Movemanton Closing Opening Revaluation Revaluation Movemsnt on
Balance Incremeri Decrement Revaluation Balance Ealance Incremsnt Decrement  Rewvaluabion

5 5 1 5 5 5 5 §
Land 53,087 348 Lu] 0 0 539,097,348 39,087 344 i a 0
Bulldngs &3, 240, 445 o 0 0 ©9.240445 00,240,449 i a 0
Piant and Eguipment 481,711 a Ae1.T11] a4, 7111 [+] 484,711 i a 0
Infrastrucihure 2,508,073 a 0 ] Z2.5308073 0 B3N 508 (00,754,343) 2558073
Infrasiruchure - Foolpaths o 4] 0 ] o 1] o ] 0
Infrasiruchure - Drainage o Lu] 0 o o a i a 0
Infrastruchere - Parks and Onals 1] a 0 ] 1] 1] /i a o
Infrastrucihure - Other [+] a 0 ] [+] 1] i a 0
EMRLC asset revaluafion _D TOE S — 0 ?ﬂdﬁ! TOo Sen 1] 0 5] 0
131,-!13._1 ?'B_I!-':ﬁﬂ |-1_I!-1 711} J-Eﬁﬂ!_J' 131 J';.‘tld!l!- 120,837,506 B3 MZIJIHI OZIIJ'H 5131 I, S00.0TS 131=13 1

Mowements on revaluaSon of fxed assets are not able o be relably atifbuled o 3 program as Te assets were rsvalued by dass as provided for by AASE 110 Aus 40.1.

" Restafed amounts for 2013 (see nole 14 {a) ‘pricr years' restalemenis')

k1)
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

(14) PRIOR PERIOD ADJUSTMENT ON INFRASTRUCTURE REVALUATION

(a) (i) During the Financial year 30 June 2015, the Shire of Kalamunda ("Shire") revalued all
categories of its' infrastructure assets using the services of a specialist as an external
expert. For roads assets the specialist obtained a schedule from the Shires' asset
management software called myData to calculate the unit replacement rate ("URR").

During the Financial year 30 June 2016, it was identified that the URR used to value
kerbing area of roads is incorrect. As such, the formula on kerbing needed to be
updated which resulted in a $77,754,419 reduction of the value on the roads assets
for the year ended 30 June 2015.

(i1) In addition to the above adjustment, subsequent to the revaluation of infrastructure
assets additional adjustments were identified during the fiscal period 30 June 2016.
Accordingly, the revaluation surplus was reduced by following amounts to accommodate
the necessary changes in the valuation.

$
Footpaths 2,123,602
Infrastructure - Other - bridges 280,635
Drainage - Stormwater drainages 142,546
Drainage - Stormwater pits 465,328
Parks and gardens 29,983

The combined impact of the prior years' restatements of the Shires' individual line items in
the Financial Statements can be summarised as follows:

30 June 2015 comparative year :
Statement of Financial Position (Extract)
2015 Decrease 2015
Previously due to the restated
Stated prior period
restatement
$ $ $

Non-current assets
Infrastructure - Roads 193671203  (77,754,419) 115,916,874
Infrastructure - Footpaths 15,398 876 (2,123,602) 13,275,274
Infrastructure - Drainage 19,251,658 (607,874) 18,643,784
Infrastructure - Parks and Ovals 5,868 888 (29,983) 5,838,905
Infrastructure - Other 6,988 568 (280,635) 6,707,933
Total infrastructure 241,179,283 ‘80.7'36,513z 160,382,770
Equity

Revaluation surplus

Revaluation surplus on infrastructure assets 83,382,588 580,796,513) 2,586,075

For further details relating to the impact on the Statement of Comprehensive Income refer
to note 8
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SHIRE OF KALAMUNDA
ROTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

15 NOTES TO THE STATEMENT OF CASH FLOWS

{a) Reconcilistion of Cash

b}

Ic)

Far the purposes of the Statement of Cash Flows, cash includes cash and cash equivalents, net of outstanding
bank overdrafis. Cash at the end of the reporing period is reconciled to the related items in the Statement

of Financial Posiion as follows:

Cash and cash equivalents

Reconciliation of Net Cash Provided By
Operating Activities to Net Result

Met result

Mon-cash flows in Met result
Depraciation
(Profit)Loss on sale of asset
Fair value adusiments bo fixed assets

at fair vakue through profit or loss

Loss on revaluation of fixed sesels
({ProfitiLoss on sale of land classified as inventory

Imterest on deferred lnans

Changes in assets and kabiities:
(Increase Decreasa in receivables
(Increase Decreasa in inventories
Increase/{Decrease) in payables
Increase/{Decraase) in provisions

Grants contributions for

the development of assets
Met cash from operating activities

Undrawn Borrowing Facilities
Credit Standby Arrangements
Bank owerdraft imi

Bank overdraft at balance date
Credit card limit

Credit card balance at balance date
Total amount of credit unused

Loan facilities

Lioan faciities - current

Loan faciities - non-cument

Total facilities in use at balance date

Unused loan facilities at balance date

41

2016
5

26,471,157

7,658,600

6,043,120
1,760,102

(1,703,529)
01,366
{186,050
{316)

{377 095)
(26,973)

(50,434)
357,064

E,EHE-,EI'."B;

2016
5

1,500,000

|

620 7T
3,664,160

MIL

26
Budget
5

12286 262

———

4775611

8,163,761
{366,540)

(3,600 407)
0

]
]

513,981

207
132 662
TBB.2T1

3,250,??1;

—

2015
1

20.522 082

6,038,084

7,556,640
476,459

{2.280,458)
0

0
309

{127,947)
4,623)
1,008,942
306,545

(3,851,296

EEE——

2015
1

1,500,000
i
75,000

gl'Sl 471

503,852
£.203 047

T

HIL
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16. CONTINGENT LIABILITIES

SHIRE OF KALAMUNDA

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30TH JUNE 2016

The Shire of Kalamunda has no contingent liabdites that require disclosure or adjustments in the Financial

report as at 30 June 2016.

17. CAPITAL AND LEASING COMMITMENTS

(a) Operating Lease Commitments

Non-cancellable operating leases contracted for but not capitalised in the accounts.

Payable:
- not later than one year

- later than one year but not later than five years

- later than five years

2016 2015
$ $
316431 353,332
278,966 442,080

0 0
505307 T2

(b) The Shire did not have any future capital expenditure commitments at the reporting date.

18. JOINT VENTURE ARRANGEMENTS

19.

The Shire of Kalamunda has a share in the Net Assets in the Eastem Metropolitan Regeonal Council (EMRC)

&s a member council.

The accounting share apphicable to the Shire of Kalamunda as at 30 June 2016 as disclosed in the Financial
Statements of the Eastem Metropolitan Regional Council is $27,488,876. This represents the Shire's

16.80% share of the Total Equity in the Eastem Metropolitan Regional Council.

The Shire's interest in the Assets and Liabilities to the EMRC are as follows:

Interest in the Joint Venture

Current Assets
Non-Current Assets

Current Liabilities
Non-Current Liabilities

Net Assets

TOTAL ASSETS CLASSIFIED BY FUNCTION AND ACTIVITY

Govemance

General purpose funding
Law, order, pubkc safaty
Health

Education and welfare
Community amenities
Recreation and culture
Transport

Economic services

Other property and services

2

2016 2015
$
27 488 876 24 906,679
15,206,585 13,403,040
14 746,573 13.801.751
1,210,808 1,013,679
1,244,384 1,194 433
e e
il il
2016 2015
H H
8,780,575 8,657,932
8,627,335 10,395,351
1,100,824 1,140 446
812,302 257,139
384430 4408470
70,266,656 68,008,121
09,103,601 03,322 850
175,466,245 174,504 897
2425 2425
7.206.744 3.855.156
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016
2016 2015 2014
20. FINANCIAL RATIOS
Current ratio 0.83 1.17 1.06
Assat sustainability ratio 1.50 042 067
Debt service cover ratio 8.35 9.51 12.96
Operating surplus ratio 0.04 0.08 0.09
Own source revenue coverage ratio 0.01 0.87 085
The above ratios are calculated as follows:
Current ratio current assets minus restricted assets
current kabilities minus kabilibes associated
with restricted assets
Asset sustainability ratio capital renewal and replacement expenditure
Depreciation expenses
Debt service cover ratio annual operating surplus before interest and depreciation
prncspal and inerest
Operating surplus ratio operating revenue minus operaling expenses
own source operaling revenue
Own source revenue coverage ratio Own source operating revenue
Operatng expenses

Notes:

Information relating to the asset consumption ratio and the asset renewal funding ratio
can be found at Supplementary Ratio Information on Page 60 of this document.

Jap! -.»-lh 1 SALAEAED Uperating Surpi . l"
2016 and 2015 ratios disclosed above are distorted by the early receipt of haf of the allocation of the 2015-16
Financial Assistance Grant on 30 June 2015.

The early payment of the grant increased operating revenue in 2015 and decreased operating revenue
in 2016 by $1,206,203.

The early payment was considered to be "one-off" and if recognised in the year to which the allocation
related the calculations in the 2016 and 2015 columns above would be as follows:

2016 2015
Debt service cover ratio 957 B.37
Operating surplus ratio 0.06 0.02

The Current Ratio is being impacted in 2016 due to the funds received during the penod which have been
allocated to restricted reserves which are not offset by corresponding liabilities associated with these restncted
assets. The ratio is improved significantly post balance date following the raising of rates. In addition, the
Council has large construction projects underway which are, partly being funded by reserves.
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21. TRUST FUNDS

SHIRE OF KALAMUMNDA

MOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

Funds held at balance date over which the Shire has no control and which are not included in the Financial

Statements are as follows:

1 July 2015 Amounts  Amounts 30 June 2016
Received Paid
§ 5 4] 5
Unilaimed Monies 20,801 5181 4,063 21,900
Waltle grove - Cell 9 12,783,720 1,127,000 256,859 13,663,060
B.CLTF Levies 18,517 216423 206,914 20,026
B.51 Levies 24 626 252,541 231,425 25,742
Cash in lieu of Public Open Space 2,223 524 463476 440,000 2,247,000
I,
22. DISPOSALS OF ASSETS - 201516 FINAMCIAL YEAR
The following assets were disposed of dunng the year.
Actual Budget
Het Book | Sale Het Book Sale
Value | Proceeds | Profit / (loss) Value Proceeds | Profit | [loss)
§ $ 5 H ] 5
|Plant and Equipment
(Other property and services 130,346) 91,087 (48,308) 185,000 165,000 (20,000)
JLand & Building
Community Amenities 1,675,000 0] (1,675,000) 303,360 780,000 386,640
|infrastructure assets
Crher property and services 45,793 0 (45,793) 0 0 0
18601300  91,037] (1,760,102 578,380 945,000 366,640
Actual Budget
3 5
Profit 2,144 386,640
Loss 1771 246) 20,000
— 769,102 366,640
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016
22, INFORMATION ON BORROWINGS

(a) Repayments - Debentures

Principal Principal Principal Interest
1 July Neow Losns Repayments 30 June 2016 Repayments
2015 Actual Budget Actual Budget Actual Budget Actual Budget

Particulars ] 5 § 5 $ E ] 5 $
Community amenities
Foothills Metball Association 80,370 o o 3,870 3.879 76,401 76,491 5,023 5,138
Shire Depot 1,802,371 o o 72 365 72,365 1,730,006 1,730,008 118806 120816
Wet'n"Wild 287,086 o o 50, 766 50,766 237220 237,220 15,731 17,135
Land Acquisition Kalamunda Rd 925,508 o o 148,142 148,142 777,456 TI7456 47210 40,610
Plant & Equipment Purchase 280,545 o o 88 044 88,044 192,501 182,501 13,809 15,532
Mewburn Rd Extension 432 535 o [ul 62,400 62 400 370,135 370,135 23,748 23,653
Kalamunda Swimming Pool 1,655,073 o [u 63,012 63,012 1,592,081 1,582,061 91247 92,306
Depot Waste Trucks 1,028,820 o o 39,170 I|ATD 0809 650 SRO 58 56,721 57.3Ta
Forrestieild Morth Project 1] o 500,000 [1] o 4] 1] ] 13,551

68,493,307 o 500,000 527,778 527,778 5065528 50965529 372,385 395120
Self Supporting Loans
Recreation and culture
*Fomrestfield Bowling Club 23,37 o o 3,040 3,040 18,368 19,368 1.606 1,826
*Kalamunda Crickeat Club 6,101 o [ul 1,802 1,802 4,189 4 1840 327 ar4
“Kalamunda & District Basketball 60,850 o o 18 084 18,984 41,875 41,875 3,340 3,709
*Fomrestfield United Soccer Club 108,634 o [u 5,880 5,889 102,745 102,745 5,823 5,959
“Lesmurdie Tennis Club 16,163 o o 4 262 4 262 11,801 11,901 806 963
*Maida Vale Tennis Club 36,741 o o 2078 2,976 33,765 33,765 2,118 2,179
*Kalamunda Club 131,735 o [ul 26,182 26,182 105,553 105,553 7,297 7,803
“Fomrestfield Junior Football Club 10,943 ] [u] 1,930 1930 9.013 9013 508 651

304 403 o [u 66,074 66,074 328,419 32g 418 22,085 23 554
B, 887,800 1] 500,000 503,852 503,852 6293048 6203048 394 480 418,674

(*) Self supporting loan financed by payments from third parties.
All other loan repaymenis were financed by general purpose revenue.
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

23. INFORMATION ON BORROWINGS (Continued)
{b) Mew Debentures - 201518
The Shire did not take up any new debentures during the year ended 30 June 2016.
() Unszpent Debentures
The Shire did not have any unspent debentures as at 30 June 2016,
(d) Owerdraft
Council established an overdraft facility of 51,500,000 im 2011 to assist with short

term liquidity requirements. The balance of the bank overdraft at 1 July 2015 was nil
and 30 June 2016 was 5102,414.
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SHIRE OF KALAMUMDA

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 20TH JU

24. RATING INFORMATION - 2015M6 FINANCIAL YEAR

RATE TYPE
General Rate

Gross rental value valuations
General GRW

Commercial \ Industrial GRWV
Wacant GRW

Unimproved value valuations

General LWV

Commercial \ Industrial GRWV
Sub-Total

Minimum payment

Gross rental value valuations

General GRW

Commercial \ Industrial GRWV

Vacant

Unimproved value valuations

Commercial \ Industrial GRWV
Sub-Total

Total amount raised from general rate

Ex-gratia rates
Totals

005524
0.05666
0.07250

0.00300
0.00330
Minimum

£

B40D
&0
635

&0

NE 2016

Number Budget Budget Budget
of Rateable Rate Interim Back Total Rate Imterim Total
Properties Value Revenue Rates Rates Revenue Revenue Rate Revenue

5 5 5 5 5 5 5 5
18,817 427,154,720 23,270,831 183,280 T.006 23471.216 23.311.981 286,056 23,508,037
532 118,874,254 6,504 222 122,154 (39,295) G6677.081 6,622,085 0 6622095
431 11,7BT 744 659,820 65,347 2,047 T27.224 B54,611 o B54.611
236 166,740,000 515,227 1,541 o 516,768 515,227 o 515,227
60 41,181,249 138, TET 1,308 o 140,006 138,638 o 138,638
21,076 763,747 06T 31,178.897 383,640 (30,152) 31,532,385 31,443,552 286,856 31,730,508
1.029 946,225 o o 046,225 82,081 o 82,081
a7 55,860 o o 55,860 14,248 o 14,248
253 B4, 810 o o o4 810 55,0905 o 55,805
3 2,840 o o 2,840 2 088 o 2,088
1.342 1,089,835 o o 1,090,835 154,322 o 154,322
22,418  TE3, 74T D6T 32,278,732 383,640 (30,152) 32,632,220 31,597.8T74 286,056 31,884,830
32,632,220 31,884,830
137 424 120.680
32 750,644 32,014,510
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SHIRE OF KALAMUNDA
MOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

25. NET CURRENT ASSETS
Composition of net current assets

2016 2016 2015
(30 June 2016 (1 July 2015 {30 June 2015
Carried Brought Carried
Forward) Forward) Forward)
§ § H
Surplus/{Deficit) 1 July 15 brought forward 4,378,271 4,968,115 4,068,115
CURRENT ASSETS
Cash and cash equivalents
Cash on Hand - Unrestricted 7,180 6,940 6,940
Cash at Bank - Municipal 8,303,578 0,307,046 9,307,046
Cash at Bank - Restricted Reserves 18,160,380 11,208,006 11,208,096
Receivables
Rates Dwistanding 1,238,207 613,087 613,087
Sundry Deblors 384 68 406,669 496 650
Prepayments 315,198 544,655 944,655
G5T Receivable 414,002 361,706 361,706
Inventories
Fuel and Materials 138,914 111,841 111,841
Land Held for Resale - Cost
Cost of Acquisition 85,360 335,503 335,593
Development Costs ] 51,067 51,067
LESS: CURRENT LIABILITIES
Trade and other payables
Sundry Creditors (3,801,573) (3,534 421) (3,534.421)
Accrued Interest on Debentures (126,333) (136,655) {136,655)
Accrued Salanes and Wages {21,883) (186) (188)
AT liabilities i 0 0
Bonds and Deposits (1,040.970) (2,020 4886) (2,029 488)
Accrued Expenses (408,024) (T48,641) (748.641)
Income in Advance {15,601) {25.430) (25.430)
Current Portion of Long Tern Bormowings
Secured by Floating Charge Bomowings (B20,778) (593,852) (593,852)
Provisions
Prowvision for annual leave {1,618,723) {1,504,662) {1,504, 662)
Provwision for long service leave {1.373.667) {1.115.029) i1.115.028)
Unadjusted net current assets 108,001,630 13,340,328 13,340,328
Adiystments
Less: Reserves - restricted cash (18,160,389  (11.208,0868)  (11,208.096)
Less: Land Held for Resale - Cost
Cost of Acquisition (85,360) (335,503) (335,503)
Development Costs i {51,067) (51.067T)
Add: Secured by Floating Charge Bormowings 620,778 503,852 593,852
Add: Provision for Annual Leave 1,818,725 1,504,662 1.504 862
Add: Provision for Long Service Leave 1,373,887 1,115,029 1,115,029
Adjusted net current assets - surplus!{deficit) 4,378,271 4,068,115 4,068,115
Difference

There was no difference between the surplus/{deficit) 1 July 2015 brought forward position used
in the 2016 audited financial report and the surplus/{deficit) camied forward position as disclosed
in the 2015 audited financial report.
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

26. SPECIFIED AREA RATE - 201518 FINANCIAL YEAR

The Shire did not impose any Specified Area Rates in 2015-16.

21. SERVICE CHARGES - 2013/16 FINANCIAL YEAR

The Shire did not impose any service charges in 2015-16.

28. DISCOUNTS, INCENTIVES, CONCESSIONS, & WRITE-OFFS
- 201516 FINANCIAL YEAR

Pursuant to Section 6.46 of the Local Government Act 1895, Shire offered the following incentive
prizes fo ratepayers who has paid their rates in full one week before the due date 17 August 2015.

9 cash prizes of $1,000 donated by the Shire of Kalamunda.
1 cash prize of §1,000 donated by the Commonwealth Bank of Australia.
13500 passbook account donated by the Bandigo Bank -

2 double passes to a concert parformed and donated by the Westem Australian

Symphony Orchestra.

A new rate incentive prize is also introduced in addition to the above. All ratepayers who

regizter to have their future rates notices received electronically (eRates) by the same date as above
wil be eligible for ;

2 Samzung Galaxy Tah 3 lite 7" 8GE WiFi tablats

2 Apple iPad Mini 2 16G8 WiFi tablets

4
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016
20, INTEREST CHARGES AND INSTALMENTS - 201516 FINANCIAL YEAR

Instalment  Instalment  Unpaid Rates

Date Plan Plan Interest
Due  Admin Charge Interest Rate Rate
Instalment Options H % %
Option One
Single full payment 17-hug-15 0 0.00% 11.00%
Option Two
First Instalment 17-hug-15 0
Sacond Instalment 10-Dec-15 ] 5.50% 1.00%
Option Three
First Instalment 17-Aug-15 0 5.50% 1.00%
Sacond Instalment 12-0ct-15 ] 5.50% 1.00%
Third Instalment 10-Dec-15 ] 5.50% 1.00%
Fourth Instalment 08-Feb-18 f 5.50% 11.00%
Pensioner Deferred Rate Interest 225%
Budgeted
Revenue Revenue
§ §
Interest on unpaid rates 88,908 2038492
Interest on instalment plan 214,174 160,262
Interest on pensioner deferred raes 50,185 §17.085
ESL penalty interest 10,200 16,448
Rates interest 331 567 Jo7.817
Charges on instalment plan 113,18 147,184
44471 545.011
50

Shire of Kalamunda



Audit & Risk Committee
Minutes — 31 October 2016

60

SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

2016
30. FEES & CHARGES 3
Governance 84417
General purposa funding 341,146
Law, order, public safety 318,907
Health 232,756
Education and welfare 527 765
Community amenities 10,786,575
Recreation and culture 1,314,331
Transport 55,622
Economic senvices 432 365
Other property and services 59,055

14,152,939
——

215

400
335,365
266,827
221,839
510,584

10,153,794
1,264,236
27,769
440217
83,564
13,313,685

There were no changes during the year to the amount of the fees or charges detailed in the original budget.

31. GRANT REVENUE

Grants, subsidies and contributions are included as operating
revenues in the Statement of Comprehensive Income:

2016

By Programme: 5
Operating grants, subsidies and contributions

Governance 1,311.428
Law, order, public safety 184,376
Education and welfare 3,186,309
Community amenities 30 947
Recreation and culture 126,800
Transport 31,808
Other property and services 1.250

—
4,882 108
—

MNon-operating grants, subsidies and contributions

Law, order, public safety 0
Health 4]
Recreation and culture 3,623,239
Transport 2,222 839

5,846,078

——
10,728 186

32. EMPLOYEE NUMBERS

The number of full-ime equivalent

employess at balance date

P
L!

L]

215
5

3544014
185,624
3,019,502
11,085
104,534

0

4,000
6,868, 760

05,638
8,066
3,616,086
230,606
3,851,206

——
10,820,056

(L%
L
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

2016
33. ELECTED MEMBERS REMUNERATION 2016 Budget 215
5 ] §

The following fees, expenses and allowances were
paid to council members andfor the president.
Meeting Fees 273433 279,645 273,080
President's allowance 61,800 61,800 61,800
Deputy President’s allowance 15,465 15,450 16477
Information, Communications and Technology Allowance 41,039 42,000 41,125
Travel and Accommodation Allowance 1,556 &00 a8
Training and Conferences 18,426 0 5418

411,818 389,405 300,388

34. MAJOR LAND TRANSACTIONS

Thie Shire did not participate in any magjor land fransactions during the 201516 financial year.

35. TRADING UNDERTAKINGS AND MAJOR TRADING UNDERTAKINGS

The Shire did not participate in any trading underiakings or major frading undertakings during the 2015/16
financial year.

Shire of Kalamunda
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

36. FINANCIAL RISK MANAGEMENT
The Shire's activities expose it to a variety of financial risks including price risk, credit risk, liquidity risk and
interest rate risk. The Shire's overall risk management focuses on the unpredictability of financial
markets and seeks to minimise potential adverse effects on the financial performance of the Shire.

The Shire does not engage in transactions expressed in foreign cumencies and is therefore not subject to
foreign currency risk

Financial risk management is carmied out by the finance area under policies approved by the Council.

The Shire hetd the following financial instruments af balance date:

Carrying Value Fair Value
2016 015 2016 2015
$ H H $

Financial assets
Cash and cash equivalents 2471157 20522082 26471157 20522982
Receivables 3,248,967 2937628 3,248,967 2937628

R . T R . i ]
Financial liabilities
Payables 6,424,383 6474817 6,424,383 6474817
Borrowings 6,203,047 6,887,799 6,203,047 6,887,790
Fair value is determined as follows:

+ Cash and cash equivalents, receivables, payables - estimated fo the carmying value which
approximates net market value.

+ Borrowings, held to matunity investments, estimated future cash flows discounted by the current
market interest rates applicable to assets and kabiities with similar risk profiles.

5
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

36. FINANCIAL RISK MANAGEMENT (Continued)

(a) Cash and Cash Equivalents
Financial assets at fair value through profit and loss
Available-for-sale financial assets
Held-to-maturity investments

The Shire's objective is to maximise its return on cash and investments whitst maintaining an adequate
level of liquidity and presarving capital. The finance area manages the cash and investments portfolio
with the assistance of independent advisers (where applicable). Council has an investment policy and
the policy is subject to review by Council. An Investment Report is provided fo Council on a monthly
basis setting out the make-up and performance of the portfolio.

The major risk associated with investments s price risk - the risk that the capital value of investments
may fluctuate due to changes in market prices, whether these changes are caused by factors specific
to individual financial instruments of their issuers or factors affecting similar instruments traded in &
market.

Cash and investments are also subject to interest rate risk - the isk that movements in interest rates
could affect retums.

Another risk associated with cash is credit risk - the risk that a contracting entity will not complete its
obfigations under a financial instrument resulting in a financial loss to the Shire,
The Shire manages these risks by diversifying its portfolio and only investing ininvestments authorised

by Local Government (Financial Management) Regulation 19C . Council also seeks advice from
independent advisers (where considered necessary) before placing any cash and investments.

2016 2015
H H
Impact of a 1% " movement in interest rates on cash
- Equity 264,712 205,230
- Statement of Comprehensive Income 264,712 205,230

Notes:
L itivity percentages based on management's expectation of future possible market movements,

54
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30TH JUNE 2016

36. FINANCIAL RISK MANAGEMENT (Continued)
{b) Receivables

The Shire's major receivables comprise rates and annual charges and user charges and fees. The major
risk associated with these receivables is credit risk - the risk that the debts may not be repaid. The
Shire manages this risk by monitoring outstanding debt and employing debt recovery policies. It also
encourages raepayers to pay rates by the due date through incentives.

Credit risk on rates and annual charges is minimised by the ability of the Shire to recover these debis as
a secured charge over the land - that is, the land can be sold to recover the debt. The Shire is also able

to charge interest on overdue rates and annual charges at higher than market rates, which further
encourages payment.

The level of outstanding receivables is reported to Council monthly and benchmarks are set and
monitored for acceptable collection performance.

The Shire makes suitable provision for doubtful receivables as required and carries out credit checks on
most non-rate debtors.

There are no material receivables that have been subject to a re-negotiation of repayment terms.

The profile of the Shire's credit risk at balance date was:

2016 2015
Percentage of rates and annual charges
- Current 69% 54%
- Overdue 3% 46%
Percentage of other receivables
- Current 76% 90%
- Overdue 24% 1%
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SHIRE OF KALAMUNDA
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 20TH JUNE 2016

36. FINANCIAL RISK MANAGEMEMNT (Continued)
(c) Payables
Borrowings

Payables and borrowings are both subject to liquidity risk — that is the risk that insufficient funds may be on hand o meet payment chligatons
as and when they fall due. The Shire manages this risk by monitoring its cash flow requirements and liquidity levels and maintaining an adequate
cash buffer. Payment terms can be extended and overdraft facilities drawn upon if required.

The contractual undiscounted cash flows of the Shire's Payables and Borrowings are set out in the Liquidity Sensitivity Table below:

Due Due Due Total
within batweaen after contractual Carrying
1 year 1 & 5 years 5 years cash flows walues
5 ] 5 5 ]
2016
Payables 6,424 383 1} o 6,424,383 6,424 386
Bormowings 620778 2 264 791 3,380 378 G293 847 6,253 847
7054161 2,264,791 3,380,378 12,718,330 12,718,333
2015
Payables 6,474,817 1} o 6,474,817 6,474 8180
Bormowings 593,852 2,804,568 3,380,379 G,BE8T,. 700 6,887,700

7,068, 665 2,804 HER 3,300,379 13,362 616 13,362,618
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(c) Payables

Borrowings (continued)

MNOTES TO AND FORMING PART OF THE FINANCIAL REFORT

SHIRE OF KALAMUMNDA

FOR THE YEAR EMDED 30TH JUNE 2016

36. FINAMNCIAL RISK MAMAGEMENT (Continued)

Bomowings are also subject to interest rate risk - the risk that movements in interest rates could adversely affect funding costs. The Shire
manages this risk by borrowing long term and fixing the interest rate to the situation considered the most advantageous at the time of

nagotiation.

Year ended 30 June 2016

Borrowings

Fixed rate
Debentures
Weighted averages
Effective interest rate

Year ended 30 June 2015

Borrowings

Fixed rate
Debentures
Weighted average
Effective interest rate

The following tables set out the carmying amount, by maturity, of the financial instruments exposed to interest rate risk: Weighted
Awverage
Effective
<1 year =1<2 years =3<] years =3<4 years =4<5 years =5 years Total Interest Rate
5 3 5 5 3 5 ] Vo
629,778 GE7, 800 575,199 590,085 431,618 3,390,377 5,293 047 6.01%
5.06% 5.96% 5.03% 5.02% 5.91% 6.0T%
593 B52 620 778 66T 800 575,190 580,085 23,830 096 6,887 790 6.01%
5.06% 5.96% 5.06% 5.03% 5.92% 6.06%
a7
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° GrantThornton

Lavel |
10 ¥nge Park Road
West Perts WA 6200

Cerexcondence 1
POEx 570
Wes! Perth WA 0872

T 0% 53400 2000

F o0t 3322 TT07
Independent Auditor's Report E o smQau gt com
To the Ratepayers of the Shire of Kalamunda

W www granthomion com.au

We have audited the accompanying financial report of the Shire of Kalamunda (the “Shire™),
which comprises the statement of financial position as at 30 June 2016, and the statement of
comprehensive income, statement of changes in cquity and statement of cash flows for the
vear then ended, notes comprising a summary of significant accounting policies and other
explanatory information to the financial report and the statement by the Chicf Executive
Officer.

Responsibility of Management for the financial report

The Management of the Shire is responsible for the preparation and fair presentation of the
finanaal report in accordance with Australian Accounting Standards and the Local
Government Act 1995 Part 6. This responsibility includes establishing and maintaining
internal control relevant to the preparation and fair presentation of the financial report that
is free from material misstatement, whether due to fraud or error; selecting and applying
approprate accounting policies; and making accounting estimates that are reasonable in the
circumstances.

Auditor's responsibility

Our responsibility 1s to express an opinion on the financial report based on our audit. We
conducted our audit in accordance with Australian Audinng Standards which require us to
comply with relevant cthical requirements relating to audit engagements and plan and
perform the audit to obtain reasonable assurance whether the finanaal report is free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of matenal misstatement of the financial
report, whether due to fraud or error.

Grant Thomton Audit Pty Ld ACN 130 913 504
a subsidiary or related enfity of Grant Thomion Australia Lid ABN 41 127 556 380

St o rlem Cewm WU ARy MVERe B P Sers nda whe b W T Tore Teeter e - B

corted regures Grant Thentr, Asssie L5t 8 seeter A = Grand Thaystor ersatons Laf GTL GTR e be mester e am [ 8 L

03 MoEs age eniy Serviom o defverad 3y P verter e GTIL dows res prevds servems © St GTIC and s menter S s ot agerks of a0 o sof abigeis ane aether et

ot a7 o a2 T Srmsera. | P Aattsan cotet orly. #w s of e e Grant Tharmtor ey el © Geaes Thomion Acatras Levtt ABN 41 137 25¢ 355 ot e
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o GrantThornton

In making those risk assessments, the auditor considers internal control relevant to the
Shire’s preparation and fair presentation of the financial report in order to design audi
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the Shire’s internal control. An audit also includes
evaluating the appropriatencss of accounting policies used and the reasonablencss of
accounting estimates made by the Council, as well as evaluating the overall presentation of
the financial report.

We performed the procedures o assess whether in all matenal respects the financial report
presents fairdy, in accordance with the Local Government Act 1995 Part 6 and Australian
Accounting Standards (including the Australian Accountng Interpretations), a view which is
consistent with our understanding of the Shire’s financial position and of their performance.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

Independence
In conducting our audit, we have complied with the apphicable independence requirements

of the Accounting Professional and Ethical Standards Board.

Auditor's Opinion
In our opinion, the financial report of the Shire of Kalamunda:

i presents fairdy, in all matenial respects, the Shire’s financial position as at 30 June
2016 and of its performance and cash flows for the year then ended;

i complics with Australian Accounting Standards and;

tii s prepared in accordance with the requirements of the Local Government Act 1995
Part 6 (as amended) and Regulations under that Act.

Statutory Compliance

1 did not, dunng the course of my audit, become aware of any instance where the Coundl
did not comply with the requirements of the Local Government Act 1995 and Local
Government (Financial Management) Regulations 1996 as they relate to financial
statements.

GF-M I l" Paron)
GRANT THORNTON AUDIT PTY LTD
Chartered Accountants

M A Petricevic

Partner - Audit & Assurance
Perth, 24 October 2016
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SHIRE OF KALAMUNDA
SUPPLEMENTARY RATIO INFORMATIOMN
FOR THE YEAR ENDED 30TH JUNE 2016

RATIO INFORMATION

The following information relates to thosea ratios which only require atbestation they have been checked
and are supported by verifiable information. It does not form part of the audited financial report

2016 2015 2014
Asset consumption ratio ™ 0.965 0.831 0.764
Asset renewal funding ratio 0.998 o827 0.896
The above ratios are calculated as follows:
Asset consumption ratio depreciated replacement costs of assets

current replacement cost of depreciable assets

Asset renewal funding ratio MPY of planning capital remewal owver 10 years

WPV of required capital expenditure over 10 years

! Restated amounts for 2015 (s note 14 (&) "prior years' restatements”)
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Financial Ratios

1. Introduction

This guideline is intended to provide a
clear explanation of each ratio required
to be included in the annual financial
report under section 6.4(2) of the Local
Government Act 1995 and Regulation 50
of the Local Government (Financial
Management) Regulations 1996,

An explanation of the purpose of each ratio
i included to ensure staff and elected
members are able to interpret what the

ratio result means for the local government.

Definitions are included to fully describe
what is meant by the terms used in
the ratios.

2. Purpose

The guideline is designed to assist local
government officers in preparing financial
ratios, and provide elected members and

officers with an understanding of each ratic.

Financial ratios are designed to provide
users of annual financial reports with a
clearer interpretation of the performance
and financial results of a local government
and a comparison of trends over a number
of years.

On occasions, there have been
inconsistencies in the calculation and
interpretation of financial ratios. If
information is to be meaningful, it should
be prepared accurately and consistenthy.
Ratios may be disclosed as a percentage
or a factor of one.

These indicators provide a short term
measure of the financial sustainability of
local governments and complement the
national criteria endorsed by the Local
Government and Planning Ministers'
Council. They provide for a comprehensive

tool for monitoring the financial
sustainability of local governments.

3. Legislation

Financial ratios are included in the notes
to the annual financial report. These
ratios provide users with key indicators
of the financial performance of a local
government and include comparisons
with two prior years.

Under regulation 50 of the Local
Government (Financial Management)
Reguiations 1996, the annual financial
report is to include, for the financial year
covered by the annual financial report
and the two preceding financial years,
the following:

a) current ratio,

b) asset consumption ratio;

c] asset renewal funding ratio;

d) asset sustainability ratio;

&) debt service cover ratio;

fI operating surplus ratio; and

g} OWn Source revenues coverage ratio.

As several of the ratios are to be reported
for the first time in the 2012/13 financial
year, local governments are expected to
make reasonable efforts to calculate the
ratios for the two prior years. However
comparatives for 20010/11 and 2011/12 are
not required for the assets consumption
ratio or asset renewal funding ratio.

This guideline analyses each of these
ratios according to the information they
provide. The ratios are classified under
the following headings:

(i) liquidity ratio;

(i} debt ratio;

{iii) coverage ratio;

{iv) financial performance ratio; and
{v] asset management ratios.
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4. Ratios

4.1 Liquidity Ratio

Liquidity refers to how quickly and of a local government to meet its
cheaply an asset can be converted into short-term financial obligations out
cash. A local government’s liquidity is of unrestricted current assets. The
measured by the 'Current Ratio”. This calculation of this ratio is explained
ratio provides information on the ability as follows:

Current Ratio

(Current Assets MINUS Restricted Assets)

Current Ratio = (Current Liabilities MINUS Liabilities Associated
with Restricted Assets)
Purpose: This is @ modified commercial ratio designed to focus on the
liquidity position of a local government that has arisen from past
year's transactions.
Standards The standard is not met if the ratio is lower than 1:1 (less than 100%)

The standard is met if the ratio is greater than 1:1 (100% or greater)
A ratio fess than 1.1 means that a local government does not have
sufficlent assets that can be guickly converted into cash to meet its
immediate cash commitments. This may arise from a budget deficit
from the past year, a Council decision to operate an overdraft or a
decision to fund leave entitlements from next year's revenues.

Definitions:
‘Current Assats’ Means the total current assets as shown in the balance sheet,
‘Current Liabilities’  Means the total current liabilities as shown in the balance sheet.

'Restricted Asset’ Means an asset the use of which is restricted, wholly or partly, by
a law made or a requirement imposed outside of the control of the
local government, where the restriction is relevant to assessing the
performance, financial position or financing and investment of the
local government. This includes all section 6.11 cash reserves as these
are restricted by the Act ', by a law made ...", unspent specific grants
and other restricted cash identified by the local government, as these
are restricted by °... a requirement imposed outside of the control
of the local government ...

'Liabilities Means the lesser vaiue of a current liability or the cash component

Associated with of restricted assets held to fund that liability. Commonly this is the

Restricted Assets’  cash reserve for long service leave, annual leave and other employee
entitlements. Ideally the cash reserve amount should be the same
as the provision amount but this is rarely the case.

+ Only make a deduction if there is a cash reserve.

« |f the cash reserve is greater than the provision amount, only deduct
the amount of the provision,

« |If the provision amount is greater than the cash reserve, only deduct
the amount of the cash reserve.

« |f the cash reserve is for the purpose of long service leave (or other
specific leave) then only adjust for that specific leave provision and
not the total of all leave provisions.
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4.2 Debt Ratio

A local government’s ability to service
debt is measured by the 'Debt Service
Cover Ratio’. This is the measurement of
a local government’s ability to produce
encugh cash to cover its debt payments.

Debt Service Cover Ratio

Debt Service Annual Operating Surplus BEFORE Interest and Depreciation
Cover Ratio = Principal and Interest
Purpose: This ratio is the measurement of a local government's ability to repay

its debt including lease payments. The higher the ratio is, the easier
it is for a local government to obtain a loan.

Standards A Basic standard is achieved if the ratio is greater than or equal to two.
An Advanced standard is achieved if the ratio is greater than five.

Definitions:

Annual Operating Means operating revenue minus net operating expense.
Surplus Before

Interest and

Depreciation’

'Operating Means the revenue that is operating revenue for the purposas of

Revenue’ the AAS, excluding grants and contributions for the development or
acquisition of assets.

‘Net Operating Means operating expense excluding interest and depreciation.

Expense’

‘Interest’ Means interest expense for moneys borrowed, credit obtained or
financial accommodation arranged under section 6.20 of the Act.

'Depreciation’ Has the meaning given in the AAS.

'Principal and Means all principal and interest for moneys borrowed, credit obtained

Interest’ or financial accommodation arranged under section 6.20 of the Act.
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4.3 Coverage Ratio

A local government's ability to cover its
costs through its own taxing and revenue
efforts is measured by the ‘Own Source
Revenue Coverage Ratio".

Own Source Revenue Coverage Ratio

Own Source Own Source Operating Revenue

Revenue -

Coverage Ratio = Operating Expense

Purpose: This ratio is the measurement of a local government's ability to cover

its costs through its own revenue efforts.

Different standards have been established to recognise the varying
revenue raising capacities across the sector, where some rural and
remote local governments have limited rate bases and revenue
raising capacity, whereas others such as major metropolitan and
regional local governments have significant rate bases and other
OWnN SOUrce revenues.

Standards A Basic standard is achieved if the ratio is between 40% and 60%
(or 0.4 and 0.6).
An Intermediate standard is achieved if the ratio is between 60%
and 90% (or 0.6 and 0.9).
An Advanced standard Is achieved if the ratio Is greater than 90%

{or > 0.9).
Definitions:
'Own Source Means revenue from rates and service charges, fees and user
Operating charges, reimbursements and recoveries *, interest income and
Revenue' profit on disposal of assets.
'Operating Means the expense that is operating expense for the purposes of
Expense’ the AAS.

*Note: Typically local governments disclose, in their annual financial statements, a nature
or type classification described as 'Reimbursements and Recoveries, Contributions and
Donations’ (or similar). In order to calculate the value of own source revenue, it is essential
that reimbursements and recoveries are disclosed separately from contributions and
donations. This can be by way of note.
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4.4 Financial Performance Ratio

A key indicator of a local government's
financial performance is measured by
the 'Operating Surplus Ratio'. If a local
government consistently achieves a
positive operating surplus ratio and
has soundly based long term financial
plans showing that it can continue to
do so in future, having regard to asset
management and the community's

A positive ratio indicates the percentage of
total own source revenue available to help

fund proposed capital expenditure, transfer
to cash reserves or to reduce debt

A negative ratio indicates the percentage
increase in total own source revenue
{principally rates) that would have

been required to achieve a break-even
operating result.

service level needs, then it is considered

financially sustainable.

Operating Surplus Ratio

Operating {Operating Revenue MINUS Operating Expense)
Surplus Ratio = Own Source Operating Revenue
Purpose: This ratio is a measure of a local government's ability to cover its
operational costs and have revenues available for capital funding
or other purposes.
Standards: Basic Standard between 1% and 15% (0.01 and 0.15)
Advanced Standard > 15% (>0.15).
Definitions:
‘Operating Means the revenue that is operating revenue for the purposes of
Revenue’ the AAS, excluding grants and contributions for the development or
acquisition of assets.
‘Operating Means the expense that is operating expense for the purposes of
Expense’ the AAS.
‘Own Source Means revenue from rates and service charges, fees and user charges,

Operating Revenue' reimbursements and recoveries *, interest income and profit on disposal

of assets.

*Note: Typically local governments disclose in their annual financial statements, a nature
or type classification described as ‘Reimbursements and Recovenes, Contributions and
Donations' (or similar). In order to calculate the value of own source revenue, it is essential
that reimbursements and recoveries are disclosed separately from contributions and

donations. This can be by way of note.
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4.5 Asset Consumption Ratio

This ratio seeks to highlight the aged
condition of a local government's stock

of physical assets.

If a local government is responsibly

asset management plan, then the fact
that its Asset Consumption Ratio may
be relatively low and/or declining should
not be cause for concern — providing it is
operating sustainably.

maintaining and renewing / replacing its
assets in accordance with a well prepared

Asset Consumption Ratio

Asset Consumption
Ratio=

Purpose:

Standards:

Definitions:

'Depreciated
Replacement Cost
of Assets’

'Current

Replacement Cost’

‘Current
Replacement Cost
of Depreciable
Assets’

Depreciated Replacement Cost of Depreciable Assets
Current Replacement Cost of Depreciable Assets

This ratio measures the extent to which depreciable assets have
been consumed by comparing their written down vaiue to their
replacement cost,

Standard is met if the ratio can be measured and is 50% or greater
{0.50 or >).

Standard is improving if the ratio is between 60% and 75%

{0.60 and 0.75).

Has the meaning given in the AAS.

AASB 136 paragraph Aus 6.2 defines depreciated replacement cost as
'... the current replacement cost of an asset less, where applicable,
accumulated depreciation calculated on the basis of such cost to reflect
the already consumed or expired future economic benefits of the asset!

In AASB 136 paragraph Aus 32.2 ‘The current replacement cost of an
asset Is its cost measured by reference to the lowest cost at which the
gross future economic benefits of that asset could currently be obtained
in the normal course of business.

In addition, AASB 13 paragraph B8 provides 'The cost approach reflects
the amount that would be reguired currently to replace the service
capacity of an asset (often referred to as current replacement cost)!
More detailed explanation is included in AASB 13 paragraph B9.

Means the cost of replacing assets at current prices.

Note that the values for depreciated replacement cost of depreciable assets and the
current replacement cost of depreciable assets are not amounts disclosed in the annual
financial statements and the calculations involved should be discussed with auditors.
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4.6 Asset Sustainability Ratio

This ratio is an approximation of the Depreciation expense represents an
extent to which assets managed by a local estimate of the extent to which the assets
government are being replaced as these have been consumed during that period.
reach the end of their usetul lives. itis Measuring assets at fair value is critical
calculated by measuring capital expenditure to the calculation of a valid depreciation
on renewal or replacement of assets, expense value.

relative to depreciation expense. Expenditure
on new or additional assets is excluded.

Asset Sustainability Ratio

Asset Sustainability Capital Renewal and Replacement Expenditure

Ratio = Depreciation

Purpose: This ratio indicates whether a local government is replacing or renewing
existing non-financial assets at the same rate that its overall asset stock
Is wearing out.

Standards: Standard is met if the ratio can be measured and Is 90% {or 0.90)
Standard Is improving if this ratio is between 90% and 110% {or 0.90
and 1.10).

Definitions:

‘Capital Renewal Means expenditure to renew or replace existing assets.

and Replacement | other words, it is expenditure on an existing asset to retum the

Expenditure service potential or the life of the asset up to that which it had originally,
It is periodically required expenditure. As it reinstates existing service
potential it may reduce operating and maintenance costs,

‘Depreciation’ Has the meaning given in the AAS,

Under AASE 116 paragraph G, 'Depreciation is the systematic aliocation
of the depreciable amount of an asset over its useful life,

In other words, depreciation represents the allocation of the value of
an asset (its cost less its residual value) over its estimated useful life to
the local government. Depreciation expense can be sourced from the
audited annual financial report.

'Depreciable Under AASB 116 paragraph 6, 'Depreciable amount is the cost of an
Amount’ asset, or other amount substituted for cost, less its residual value!

'Residual Value” Under AASB 116 paragraph 6, 'The residual value of an asset is the
estimated amount that an entity would currently obtain from disposal of
the asset, after deducting the estimated costs of disposal, if the asset
were already of the age and in the condition expected at the end of its
useful life!

‘Useful Life' Under AASB 116 paragraph 6, 'Useful life is:
{a) the period over which an asset is expected to be available for
use by an entity; or
(b) the numberofproductionorsimilarunitsexpectedtobeobtained
from the asset by an entity’
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4.7 Asset Renewal Funding Ratio

This ratio indicates whether the local The ratio is calculated from information
government has the financial capacity included in the local government’s Long

to fund asset renewal as required, and Term Financial Plan and Asset Management
can continue to provide existing levels Plan; not the Annual Financial Report.

of services in future, without additional For the ratio to be meaningful, a consistent
operating income; or reductions in discount rate should generally be applied in

operating expenses.

Net Present Value (NPV) calculations.

Asset Renewal Funding Ratio

Asset Renewal
Funding Ratio =

Purpose:

Standards:

Definitions:
NPV
'Planned Capital
Renewals’

‘NPV of Planned
Capital Renewals'

is therefore
'Required Capital
Expenditure’

NPV of Required
Capital Expenditure’
is therefore

NPV of Planned Capital Renewals over 10 years
NPV of Required Capital Expenditure over 10 years

This ratio is a measure of the ability of a local government to fund its
projected asset renewal [ replacements in the future.

Standard is met if the ratio is between 75% and 95% (or 0.75 and 0.95).
Standard is improving if the ratio is between 95% and 105% (or 0.95
and 1.05), and the ASR falls within the range 90% to 110%, and ACR
falls within the range 50% to 75%.

Means Net Present Value.

Means capital renewal and replacement expenditure as estimated in
the long-term financial plan.

The total of all capital expenditures on renewals and replacement
included in the 10-year long term financial plan, expressed in curent
year values.

Means capital renewal and replacement expenditure as estimated in
the asset management plan.

The total of all required capital expenditures on renewals in the
10-year forecast period as indicated in the asset management plans
or asset forecasts, expressed in current year values.
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5. Ratio Calculations

Detailed calculations of each of the seven
ratios are included in this section. The
calculations are based on the extracts of
financial information from annual financial
statermenits or long-term and asset
management plans included at section
six (6) of this guideline.

Ratio Calculations are for the year 200Y

(Current Assets MINUS Restricted Assets)

a) Current Ratio {Current Liabilities MINUS Liabilities
Aszociated with Restricted Assets)

n Bl
(6,156,143 - 6,728,955) ~ 1427188 ~ 1.03:1
(2,033,650 - 644,160 - 1,389,530 ~ lor 103%]

I Hi

[Mumbers taken from statement of financial position and cash and cash equivalents note]

Annual Cperating Surplus BEFORE
b) Debt Service Cover Ratio Interest and Depreciation
Principal and Interest

B ] I 1
(20,707319+44,048) -((21,365,583+50,000
+88,325] -(6,907407 +96,257)) 6,241,123
= m oy m = 166,854 374
(70,597 + 96,257)
hF: 1y
[Mumbers taken from statement of comprehensive income by nature or type and rate
setting statement]
¢) Own Source Revenue Own Source Operating Revenue
Coverage Ratio Operating Expense
13 4 I [AL-] L] ne
_ [B.165,843+4,999, 717 +498,964+55,200+44,048) - 13,763,772 B 0.64
- (21,365,583498,325+ 50,000 T 21513908 (or64%)
17 = L} ™

[Mumbers drawn from statement of comprehensive income by nature or type]
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Ratio Calculations are for the year 200Y

[Operating Revenue MINUS Operating Expense)

d) Operating Surplus Ratio
e 4 Somps Own Source Operating Revenue
= n m
. (120,707:319+44,048) -(21,513,908)) s '5(:"‘
13,763,772 13,763,772 -0.055)

ey

[Numbers drawn from statement of comprehensive income by nature or type and Own Source
Operating Revenue same as in c) above]

Depreciated Replacement Cost of
e) Asset Consumption Ratio Depreciable Assets
Current Replacement Cost of Depreciable Assets

. (18,847.904+183,226,214) | 2020M1B  646%
{29,284,194+283,543,863) © 312828057 lor0.646)

ja oy

|Numbers drawn from notes 7a. and 8a.]

Capital Renewal and Replacement Expenditure

TRASSR S NS alia ity e Depreciation Expense
[>=]) = L] 20|
660,185"+2,031,457+46,798+ 2,976,240 5,714,680 82.7%
- 6.907407 6907407 ~  lor0.827)

no

*Note: while described as land and building in the rate setting statement, for the purpose of this
example the expenditure is assumed to all relate to buildings.
{Numbers drawn from rate setting statement|

NPV of Pianned Capital Renewals over 10 years

g) Asset Renewal Funding Ratio _ , :
NPV of Required Capital Expenditure over 10 years
Bn
NPV Ptanned from LTF Plan 2 67,398 _ 922%
NRV Required from AM Pian & 73,099 ~ lor0.922)

am

[Numbers drawn from Long Term Financial Pian (planned renewats) and Asset Management Plan
(required renewals))
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6. Extracts of Financial Information from which ratios are calculated

6.1 Annual Financial Statements Extracts

Statement Of Financial Position For The Year Ended 30 June 201Y

NOTE Current Actual Prior Actual
S S

Current Assets
Cash and Cash Equivalents 3 6,781,850 6,005,704
Investments 4 190,000 0
Trade and Other Receivables 527980 594,914
Inventories 056,313 590,852
Total Current Assets 8,156,143 (1) 7,191,470
Non-Current Assets
Recelvables 475,355 461,669
Inventories 2,878,873 2,000,000
Property, Plant and Equipment 31,578,071 31,445,812
Infrastructure 183,226,214 (20) 181,334,195
Total Non-Current Assets 218,158,483 215,241,676
Total Assets 226,314,626 222,433,146
Current Liabilities
Trade and Other Payables 1,126,295 893,304
Long Term Borrowings 83,612 64 886
Provisions 1 823,783 924 356
Total Current Liabilities 2,033,690 (3) 1,882,546
Non-Current Liabilities
Long Term Borrowings 2,358,215 419,894
Provisions n 459,277 648,258
Total Non-Current Liabilities 2,817492 1,068,152
Total Liabilities 4,851,182 2,950,698
Net Assets 221463444 219,482 448
Equity
Retained Surplus 113,817172 112,717,798
Reserves - Cash/Investment Backed 12 5,162,318 3,530,196
Reserves - Asset Revaluation 102,483,954 103,234,454
Total Equity 221,463 444 219,482,448
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Statement Of Comprehensive Income

By Nature Or Type
For The Period Ended 30 June 201Y

NOTE  201YActual  201Y Budget 201X Actual

S S S

Revenue
Rates 24 8,165,843 (13) B,0M,469 7.033,920
Operating Grants, Subsidies
and Contributions 30 6,987,595 5,548,348 5,609,425
Fees and Charges 29 4999717 (14) 4,253,486 4,165,662
Service Charges 26 0 0 D
Interest Earnings 2(a) 498,964 (19) 385,100 413,708
Other Revenue 55,200 (16) 27304 30,435

20,707,319 (5) 18,288,707 17,853,140
Expenses
Employee Costs (8,896,802) (8,772,958) (7.826,475)
Materials and Contracts (4,120,422) (3,926,230) (3,064,784)
Utilities (443,972) {435,600) (404,245)
Depreciation 2(a) (6,907407) (10) (7100,000) (7435,789)
Interest Expenses 2(a) (96,257) (11) {399,441) (37753)
Insurance (336,390) (333,163) {326,578)
Other Expenditure (664,333} (828,951) (512,377)

(21,365,583) (7) (21,796,343) (19,608,001)

(658,264) (3,507636)  (1,754,861)
Non-Operating Grants, Subsidies
and Confributions 30 3,494,037 5,866,328 4,933,510
Fair Value Adjustments
to financial assets at fair value 2(a) {50.000) (8) 0 0
through profit and loss
Profit on Asset Disposals 21 44048 (6) 2,333,736 96,518
Loss on Asset Disposal 21 (98,325) (9) (49,155) (43,985)
3,389,760 8,140,909 4,986,043
Net Result 2,731,496 4,633,273 3,231,182
Other Comprehensive Income
Changes on revaluation of 13 (750,500) 0 0
non-curent assets
Total Other Comprehensive Income (750,500) 0 0
Total Comprehensive Income 1,980,996 4,633,273 3,231,182
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Rate Setting Statement For The Period Ended 30 June 201Y

NOTE  201Y Actual 201Y Budget 201X Actual

5 5 5
Revenue
Governance 108,566 93,221 B1.37%
General Purpose Funding (Excl Rates) 4,104,679 3,970,416 3,855,332
Law, Order, Public Safety 636,829 556,802 864,126
Health 262,378 176,240 175,879
Education and Welfare 1,660,935 1,416,806 1,291,279
Housing 520 G600 460
Comrmunity Amenities 1,688,168 1,803,650 1,324,894
Recreation and Culture 1,328,903 2,171,562 1,403,700
Transport 4,783,531 3,960,367 5,365,366
Economic Services 503,702 JBT060 385,897
Other Property and Services 1,000,611 3,916,478 499 839
16,128,822 18,453,202 15,248,148

Expenses
Governance (826, 169) (908, 185) (763,010)
General Purpose Funding {171,816) (158.077) (154, 858)
Law, Order, Public Safety i1,137630) (1,349,794) (928.250)
Health {356,604 (331,717) {296,011)
Education and Welfare {1,M3,528) (1,682,025)  (1,495.536)
Housing {1.657) (1.500) {1,432}
Community Amenities (2.859,238) (3,057906) (2,755,017)
Recreation and Culture (4.259,938) (4,243,523)  (3.B00.603)
Transport iB.641,626) (8,380,666)  (B.156,823)
Economic Services (616,182 (308, 183) (469,186)
Other Property and Services {899,520 {1.133.922) (B31.220)

(21,513,908) (21,845,498) (19,651,986)
Net Result Excluding Rates (5,385,086) (3.392,296)  (4.403.838)
Adjustments for Cash Budget Requirements:
Mon-Cash Expenditure and Revenue
(ProfitlLoss on Asset Disposals 21 54,277 (2,284,581) (52,533)
Movements in AssetsiLiabilities 2077 0 104,502
Depreciation on Assets 2(a) 6.907407 100,000 7435,789
MNet Non-Cash Expenditure/Revenue 6,963,761 4,815,419 TABTTo8
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Rate Setting Statement For The Period Ended 30 June zo1Y
NOTE 201Y Actual 201Y Budget 201X Actual

5 5 5

Capital Expenditure/Revenue

Purchasze of Land Held for Resale {2,056,759) (4,076,189) {702,227)
Purchasze Land and Buildings 20 (660,185 (231 (1,783479) (957 226)
Purchase Plant and Equipment 20 (2,031.457) (24) (2,686,903) {2,165,913)
Purchase Furniture and Equipment 20 [46,798) (25) 0 0
Infrastructure Assets 20 12.976,240) (26) (3,704,824) (6,319,171)
Infrastructure Assets — New (3,710,100 (7500.000) 0
Repayment of Debentures 23(a) (70,597 (12) [70,597) (68,526
Proceeds from Disposal of Assets 21 759,429 5,904,712 655,232
Proceeds from Mew Debentures 23 2,027644 2,188,452 350,000
55 Loan Principal Income 23 24,393 24,393 48,098
Transfers to Reserves 12 (3,376,061) 1.478,584) (2,952 48Z)
Transfers from Reserves 12 1,M3,939 2447854 1,883,320
ADD Surplusf{Deficit) July 1 BfF 24{bj 1,841,049 1,280,473 1,351,004
LESS Surplus/(Deficit) June 30 CfF 24(b) 1,163,514 0 1,841,049
Amount Required to be

Raised from Rates 24(a) (8,116,582) (8,025,569)  (7,635,020)

Cash And Cash Equivalents

MOTE 201Y 201K
5 5
Cash - Unrestricted Muni 52,895 890,416
Cash - Restricted 6,728,955 (2) 5,155,288
14{a) 6,781,850 6,005,704

The following restrictions have been imposed by
regulations or other externally imposed requirements:

Land Purchase and Development Reserve 12 941,906 434 375
Plant Reserve 12 1,175,544 806,956
Building Reserve 12 1,777669 1,224,785
Sanitation Services Reserve 12 623,039 406,750
Employee Entitlements 12 644,160 4 657330
Total Reserves 5162318 3,530,196
Unspent Grants 2{d) 1,566,637 1.625,002
Total Unspent Grants and Loans 1,566,637 1,625,092
Total Restricted Cash 6,728,955 5,155,288
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Property, Plant and Equipment (PP&E)

201Y 201X
5 5

Land - Fair Value 12,730,167 12,457 362

Less Accumulated Depreciation 0 0

12,730,167 12,457 362

Buildings - Fair Value 15,081,793 14,694,413

Less Accumulated Depreciation {3,746,056) i3,379,285)

11,335,737 11,315,128

Furniture and Equipment — Fair Value 895,14 1,426,495

Less Accumulated Depreciation (638, 235) (1,115,109)

256,939 311,386

Plant and Equipment — Fair Value 2,865,445 2,814,165

Less Accumulated Depreciation (2,123, 703) (1,950, 728)

1,742 863,437

Plant and Equipment Under Lease 2,270,110 203791

Less Accumulated Depreciation (595, 703) (401,210)

1,674,407 1,636,700

Road Construction Plant — Fair Value B,171,672 7920,130

Less Accumulated Amortisation {3,332,593) {3,058,332)

4,839,079 4,861,798

Depreciated Cost of PP&E at Fair Value 31,578.0M 31445812

Current Replacement Cost of

Depreciated PP&E at Fair Value 29,284,194 (21) 28,893,114

Less Accumulated Depreciation (10,436,290) (9,904,664)
Depreciated Replacement Cost of

Depreciated PP&E at Fair Value 18,847904 {19y 18,988,450

Land (Mor-Depreciable) 12,730,167 12457362

Depreciated Cost of PP&E at Fair Value 31.578.0M 31445812
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Infrastructure
201Y 201X
5 5
Roads - Fair Value 260,058,298 253,772, 10
Less Accumulated Depreciation (38,538,837) (B3.677423)
171,519,461 170,095,317
Drainage — Fair Value 2,832,873 2,711,180
Less Accumulated Depreciation {1.044.482) (976,459)
1,786,381 1,734,721
Bridges - Fair Value 861,642 a1.414
Less Accumulated Depreciation {285,302 244,299)
576,340 867115
Footpaths and Cycleways — Fair Value 4,701 608 4,305,552
Less Accumulated Depreciation {1,352,095) i1,207616)
3,349,513 3,087936
Parks and Gardens — Fair Value 6,518,991 6.258,881
Less Accumulated Depreciation (5.009,798) {4.696,849)
1,509,193 1,562,142
Airports - Fair Value 2,398,359 2,178,649
Less Accumulated Depreciation (483,853 422,827)
1,914,508 1,755,822
Sewerage — Fair Value 4,576,113 4,506,113
Less Accumulated Depreciation {3,388,33B) {3,275,6B5)
1,187775 1,230,428
Other - Fair Value 1,595,979 1,461,034
Less Accumulated Depreciation 1214,934) {170,320
1,381,045 1,290,714

183,226,214 181,334,195

Cument Replacement Cost of Infrastructure at Fair Value 283,543,863 (22) 276,005,673
Less Accumulated Depreciation (100,317,649) (94,671,478)
Depeciated Replacement Cost of Infrastructure 183,226,214 (20) 181,334,195
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201Y 201X
5 5

Current
Provision for Annual Leave 663,540 756,421
Prowision for Long Service Leave 155,243 167935

823,783 924,356
Mon-Current
Provision for Long Service Leave 459,277 648,258

458,277 648,258

Reserves — Cash/Investment Backed

201Y 201X
5 5

Employee Entitlements
Purpose: To be used to fund Annual and Long Service Leave
Opening Balance 657,330 427 366
Amount Set Aside [Transfer to Reserve 171,082 260,529
Amount Used [ Transfer from Reserve (184,252) (30, 565)

644,160 657,330
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6.2 Long-term Financial Plan and Asset
Management Plan Extracts

Renewals | Upgrades Year: Year2 Year3 Years Years Year6 Year7 Year8 Yearg Yeario
$000s $000s $000s $000s $000s $000s $000s $000s $000s $000s

Long Term Financial Plan
Bulldings 570
Motor Vehicles 182

Plant and Equipment 885
Infrastructure Roads 7184
Infrastructure Other 1,235

600 700 750 800
200 215 220 250
385 290 930 790
6,359 6.728 7100 4M4
250 350 400 7350

850 1,600 1,500 1,500 1,500
235 260 270 270 280
390 1,045 790 545 1,050
5084 5426 5772 6,119 6221
750 800 ©B00 850 850

Total Planned

Renewals 10,056
Asset Management Plan
Buildings 600
Motor Viehicles 182

Plant and Equipment 885
Infrastructure Roads 7500
Infrastructure Other 1,250

Total Required

7794 8,283 9,400 7334

650 750 800 850
200 215 220 250
385 290 930 790
7700 7900 8000 5,200
250 380 420 80O

7309 9,031 9,132 9,284 9901

875 1,700 1,700 1,800 1,800
235 260 270 270 280
390 1,045 790 545 1,050
5400 5,700 6,000 6,400 6,500
800 850 850 900 900

Renewals 10,417

Discount Rate =

9,185 9,535 10,370 7,890

0.05

NPV Planned Renewals 67398 (27)
NPV Required Renewals 73,099 (28)

Ratio = 67398/73,099 92.2%

7700 9,555 9,610 9,915 10,530
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These guidelines are aiso available on the
Department’s website at www.dlgc.wa.gov.au

Local Government Advisory Hotline
1300 762 511

Email: ighotline®digc.wa.gov.au
8.30am-5.00pm, Monday to Friday

About the Guideline series

This document and others in the senes are intended as a guide to good practice and should not be taken
as & compliance knowtedge, understanding, obsarvation of, and appropriate consultation on contemporary
good practice in local government, Guidelines may also involve the Department's views on the intent and
interpretation of relevant legisiation.

All guidelines are subject to review, amendment and re-publishing as required. Therefore, comments on any
aspect of the guideline are welcome, Advice of methods of improvement in the area of the guideline topic
that can be reported to other local governments will be especially beneficial,

Wil FFATER 0o o0 TIVEEG: SRS EEESER CTERD oriiEEm—

For more information about this and other guidelines,
contact the Local Government Regulation and Support Branch at:

Department of Local Government and Communities
Gordon Stephenson House, 140 William Street, Perth WA 6000
GPO Box R1250, Perth WA G844

Telephone: (08} 6551 8700 Fax: (0B) 6552 1555

Freecall (Country only): 1800 620 511

Email: info@dligc.wa.gov.au Website: www.digc.wa.gov.au

Translating and Interpreting Service (TIS) —Tel: 13 14 50

Shire of Kalamunda
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

04.

PURPOSE

1.

Internal Audit Report October 2016

Previous Items

Responsible Officer Director Corporate & Community Services
Service Area Internal Audit

File Reference

Applicant Nil

Owner Nil

Attachment 1 Internal Audit Plan
Attachment 2 Internal Audit Report October 2016
Attachment 3 Audit Risk Register

To provide the Audit & Risk Committee with assurance that:

e The financial and statutory functions of the Shire are being undertaken in
accordance with the provisions of the Local Government Act 1995,
associated regulations, Australian Accounting Standards; and

e The local government processes and financial systems in relation to risk
management, internal control and legislative compliance are appropriate.

BACKGROUND

2.

DETAILS

The Internal Auditor conducted a review of a nhumber of areas for compliance
with legislative requirements and accounting policies. Items noted in this
review were discussed with management. The Internal Audit is guided by an
Annual Internal Audit Plan (Attachment 1).

The Internal Audit Function reviewed a number of areas to assess their
compliance with Financial and Statutory Requirements and to assess the
adequacy of the current control environments.

Details of each audit review is contained in the Internal Audit Report
(Attachment 2).

As part of the Internal Audit Review, the Audit & Risk Register has been
updated and reviewed

Review of Investment Policy and Procedures

6.

Reviewed the current investment policy and procedures and made the
proposed change to include the new requirements of Prudential Standard
210.

Shire of Kalamunda
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Changes in Accounting Standards

7. Reviewed and discussed the long term impact of the introduction of Operating
Leases on Balance Sheet following a review by the International Accounting
Standards Board of IFRS 16 — Operating Leases.

Quarterly Financial Statements for the Forrestfield Industrial Area Scheme Stage
1 for 9 months to 31 March 2016

8. Reviewed the Quarterly Financial Statements for the Forrestfield Industrial
Area Stage 1 for the 9 months to the 31 March 2016.

Cell 9 Infrastructure Capital Works Program

0. Attended a series of meetings and met on site to discuss the future planned
capital works program and how best to control expenditure using detailed
cost centres within Synergy.

Review of Fringe Benefits Tax Return for 2015/2016

10. Checked the calculations used to determine the FBT for year ending 31 March
2016 with supporting information (log books), the current gross up rules and
applicable FBT rates for the year.

Review of Tender Documentation and Evaluation

11. Reviewed tender evaluation reports for compliance with legislation, policy and
procedures and the tender guideline prior to submission to Council, and
provided support to the procurement and evaluation teams.

Payroll

12. Reviewed and updated the master copy of the Risk Control Assessment
document for changes made since the last review and discussed and tested
changes made.

Grant Acquittal — Friends of Upper Lesmurdie Falls Rehabilitation Program

13. Reviewed and audited a grant from the State NRM Program for the Friends of
Upper Lesmurdie Falls.

Cell 9 Infrastructure Works, Wattle Grove — Risk Management Workshop

14, Attended a Risk Management Workshop facilitated by Estill & Associates on
capital works projects for Cell 9, Wattle Grove.

Cell 9 Infrastructure Works, Wattle Grove — Risk Management Workshop

15. Reviewed General Tree Services Tenders as part of the evaluation panel.
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Review of Statutory Budget for 2016/17
16. Checked the draft agenda report with the draft statutory budget for 2016/17.
Planning for Disclosure of Related Party Transactions

17. Discussed the gathering of information on related party transactions for
2016/17 with senior staff and the shire’s external auditors.

Audit and Risk Register Update
18. Conducted a review and update of the Audit and Risk Register in June 2016.
STATUTORY AND LEGAL CONSIDERATIONS
20. Local Government Act 1995
Local Government (Financial Management) Regulations 1996
Local Government Functions and General) Regulations 1996
Australian Accounting Standards
Fringe Benefits Tax Assessment Act 1986 and its regulations
POLICY CONSIDERATIONS

21. C-PP01 - Purchasing Policy, C-ADMO01 - Provision and Management of Light
Vehicles Policy.

COMMUNITY ENGAGEMENT REQUIREMENTS

22. Nil.

FINANCIAL CONSIDERATIONS

23. The implementation of the recommendations will reduce exposure to financial
risk and any potential loss to the Shire, and ensure the Shire complies with
legislative requirements.

STRATEGIC COMMUNITY PLAN

Strategic Planning Alignment

24. Kalamunda Advancing. Strategic Community Plan to 2023

Strategy 6.3.3 Regularly review the organisations structure and procedures
in response to changing circumstances.

Strategy 6.8.4  Provide effective financial services to support the Shire’s
operations and to meet sustainable planning, reporting and
accountability requirements.

Shire of Kalamunda
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SUSTAINABILITY
Social Implications
25. Nil.
Economic Implications
26. Nil.
Environmental Implications
27. Nil.
RISK MANAGEMENT CONSIDERATIONS
28. Risk Likelihood | Consequence Rating Action/Strategy
Redeeming Unlikely Minor Low There is a good
investments spread of
early and investments to
incurring penalty reduce the risk of
interest early withdrawal,
and officers aware
of Prudential
changes
Failure in Possible Insignificant | Low Staff receive regular
recognising updates and kept
changes to informed/ Matter
accounting discussed with the
standards external auditors
Failure to Possible Minor Medium Audit & Risk
address Register regularly
outstanding reviewed and
items in the updated
Audit & Risk
Register
Failure to post Possible Minor Medium Trust ledger
trust funds to reviewed monthly
correct account for miscoding’s and
in Synergy reconciled monthly
with cash on hand
Failure to Possible Minor Medium Some testing
systems upgrade completed and
for payroll proved satisfactory
containing errors
OFFICER COMMENT
29. The Internal Audit did not identify any significant non-compliance or control

issues
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30.

31.

The issues identified and recommendations made from the Audit were
discussed with management to mitigate risk, strengthen the internal control
practices of the Shire and ensure the Shire was compliant with legislation. The
items noted will be placed in the Audit & Risk Register for monitoring and
actioning.

The establishment of an Audit & Risk Register provides the mechanism to
ensure that audit findings are addressed in a satisfactory and timely manner.

Cr O'Donnell joined the meeting at 6:28pm and was present for the vote on this item.

Voting Requirements: Simple Majority

COMMITTEE RECOMMENDATION TO COUNCIL (A&R 04/2016)

That Council:

1.

Notes the following recommendations included in the Internal Audit Report for
August 2016 (Attachment 2).

Review of Investment Policy and Procedures

The investment policy is approved and adopted to include the requirements of
Basel III and Prudential Standard 210.

Changes in Accounting Standards — Operating Leases

e Ensure effects of this standard on the financial statements is discussed
with the external auditors.

e Plan for future implementation of the standard and its effects on the
reportable financial ratios.

e Incorporate changes in the Long term Financial Plan.

e Provide training for administration staff involved in the implementation of
the standard.

Financial Statements for Forrestfield Industrial Area Scheme Stage 1
for 9 months to 31 March 2016

The quarterly financial statements continue to be reviewed by either the
Manager Financial Services or the Internal Auditor before they are provided to
the Planning Department.

Cell 9 Infrastructure Capital Works Program

e A separate chart of accounts is used within Synergy for the receipt and
expenditure of trust funds for Cell 9.

e Trust funds in Cell 9 is monitored and controlled to ensure these funds
are being properly applied.

e Quarterly financial reports are prepared for the Cell 9 Project Team.

Shire of Kalamunda
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Review of Fringe benefits Tax 2015/2016

There continues to be close monitoring in the use of shire vehicles and
completion of log books.

The Fleet Management Steering Team continues to meet regularly to
discuss improvements in strategies to reduce Fringe Benefits Tax (FBT)
and operating costs on motor vehicles.

The Light Vehicle Policy and Procedures is reviewed and updated to
ensure it incorporates new strategies for controlling the use of shire
vehicles.

Payroll

There is a comprehensive check of upgraded software to ensure all
functions of the upgrade provide the right results by testing all functions
of the upgraded software with predetermined results.

All master file changes are independently confirmed by persons not
responsible for inputting changes or preparing the fortnightly payroll.

An audit trail of all changes to master file information is kept and signed
confirming all changes have been properly made and independently
confirmed.

Cell 9 Infrastructure Works, Wattle grove — Risk Management
Workshop

The risk register is regularly reviewed and kept up to date as capital works
projects are rolled out.

Provision of General Tree Services Tender

The tender guideline is reviewed and updated to include new templates
for use by the evaluation panel, especially on pricing.

The formulas set by procurement is reviewed and documented in the
tender guideline to ensure there is always a consistent approach being
used in the evaluation process.

The tender guideline is updated to reflect improvements in the evaluation
process to ensure all documentation and evaluation procedures are in
line with practice.

Planning for Disclosure of Related Party Transactions

The Shire takes the necessary steps through the Manager of Governance to
collect the information on a regular basis from Councillors and senior staff in
order to compile the information each year for the annual financial statements.

Audit & Risk Register

There continues to be close monitoring of the Audit & Risk Register to ensure
matters identified are being addressed.
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Moved: Cr Andrew Waddell
Seconded: Cr Noreen Townsend

Vote: CARRIED UNANIMOUSLY (12/0)

Shire of Kalamunda



Audit & Risk Committee
Minutes — 31 October 2016

Attachment 1
Internal Audit Plan

SHIRE OF KALAMUNDA Pag=l
INTEREHNAL AUDIT FLAN FOR MJD:IJ
Internal Auditor I Date To1n
Repart to Sept Obr Dex Ofr Mar Ogr
Coaporate Senvices & Comm Julky A Sept Ot Moy Dec Jmn Feb Mar

Fanancisl Mansgement Review (2 Yesrlyl  To be completed by Aoz 2008

Ewvalisation of Procedures , Eey Conbrols and Assessmient of Risk

tew of systems and controls as required wnder Regul

e Local Gowernment [Financial Management] Regul

Bank Reconciations

Petty Cazh

Rabes

Receipts and Receivables {front counter)

Fees and Charges

et

Purchases, Fayments and Fayables

Credit Card Procsdures fTrame schices

Wames and Salaries

Flwesd As

Record Kesping

Receipting Adminstration Office

Receipting Health and Community Care [HACC)

tributicns/Lesses Improvements

nge Benefits Tax [FET)

meSITmoaries

ods and Services Tax (G5T] - Fees and Changes - Genesis PwC

Grant Aquitiak - Audibted Lesmusrdiie Falls

HACT

Mew Fees: CatAct Nowember 2003

ritesrest Incoame
Trust Funds - Cell 9 Dessdopers ConEributices

Reserve Funds -New industrial Land Conbribastions

Truest Fundts - Bonds

Loan BoeToawings

Employee Provisions

Systems improwement

Dewelopmient of New Policies

Review of Existing P

Review of Novabed beases
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Internal Auditar |

SHIRE OF KALAMUNDSA Pagzl
INTEENAL AUDNT FLAN FOR MIIIIJ
Date xola 2017
Report to Zepit Obr D Djfr Mar Ogr June Ofr
[2 yearly} Tobe completed by Dec 3018 |A/Momm Judhy LT Eept it Mo Diec Jan Feb Flar Bpr L June

Rz M anagement Reveew
CED of a local government ks 1o undertake at keast & Biennial review of
lestsdative compliance, Inte coevtrol and risk mansgement and present
results to the Awdet and Risk Comemittes snd n
31 December 2014 under recent amendments to the Loosi
[Awdit) Reguintion.

Eey Controd &

ol

Recommended Monitor ne Sctirties
Human Resmarces

Review 0855 Policies and Procedures

Information Technolozy
Records Mansgement - complisnce with legislation
Existing IT Systems - Review of =

wisting agresments
T 'Wiskan - Synensy
CAMBMS Products

-1
1PN Discontinued
Interplen  Aetmined
Retained
namermient Retained bt not used

New Paolicies
Drafting of new poliches

staff training
Struchered Training - S04, &
FHT flox Book Training

WMATL, ICA, LGMA, WALGA
t Thornkon

Gowernance
KMeimtenance of Registens
Compliance with Legislation
Agenidas
Minates
Other Statutory Documents - CAR 2013
Review of Key Combrol Actrities

Review of Recommended Maonitoring Actieities

Audit Resk Register - Rewiew and Updake
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SHIRE OF KALAMUNDA Page 3
INTERENAL AUDHT FLAN FOR H.'I.I.I.f.!D]J'
Intermad Busditor I Date x0la 2017
Repaort to Sept Obr Dex Ofr Mar Ofr Junge Oftr
Otheer &/ Comm July A Sept ot Moy Dec Jan Feb Flar Apr By June
Oitheer

Review of ‘Waste Management with suppliers iInvoices and numiber of

properties being serviced

Review contracted suppbers charges with tender rates adopted by
Counl

Review of New Folickes and procedures

Process Improverrient Suldelines Policy
Revies of Panel Suppliers - Tree Lopning Servoes, and Others
Revies of Tenders
Review of &-Cuotes
Preparation of Fapers for Fleet Management Stesving Commities

Ein Callections- Comparison of Oty charsed to ratepayers with suppliers
collections invaiced

Review charges by EMRC

sudit of Comphance fusdit Return kanusny to December sach year
Review of FET Retwm for 3013,/2018

attendance of E-Team mestings

Attendance of Flest Management Stesring Team Meeting and dealing with
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attendance of Cell 9 Mestings

Suppoet to Conporate Services and other directorstes s snd when
e e

n of Service Level Review

Intermal Auditor |

SHIRE OF KALARMUNDA Page 4
INTEENAL AUDNT FLAN FOR Z‘D.I.l".IIII.T
Date ol 2017
Feport to Sept Qbr Dec Ofr Mar Ofr June Oftr
AfComm Jully A Sept ot Moy Diec Jan Feb Flar BApr May Junz

End of Financial Year Require ments [ammually)

Inventarkes - Conduct physical counts of diosing Inventory

Review and test Bank reconc

Falr Walise Trestment of Non-Cusrent Avcets for compllance with

tian and Australlsn Accounting Standards

Revie

leg

Aeview Creditors and Provisions for completensss snd scouracy

Cheesck Aronusd lnberest

Chesck Losn Borrowines

Review of draft accounts snd sssist with preparation of notes to sccounts

Review cut

Review of Grant Acoquittals
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Attachment 2
Internal Audit Report October 2016

Internal Audit Report October 2016
Financial and Risk Management Review
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Objectives and Scope of the Internal Audit
The objectives and scope of the internal audit is to provide the Chief Executive
Officer (CEO) and the Audit and Risk Committee with surety that the financial and
statutory functions of the Shire are being undertaken in accordance with the
provisions of the Local Government Act 1995, associated regulations, the Australian
Accounting Standards, any other legislation, and that key controls have operated
effectively during the financial year.
Amendments in 2013 to the Local Government (Audit) Regulations 1996, now
require all reports prepared for the CEO and the Audit and Risk Committee to
examine the appropriateness of the local government'’s system in regard to risk
management, internal control and legislative compliance.
The report covers areas examined in accordance with the Audit Plan and legislative
requirements and other functions required to support community groups, internal
functions within the organisation and includes:

= Review of Investment Policy and Procedures

» Changes in Australian Accounting Standards — Operating Leases

= Review of 31 March 2016 Financial Statements for the Forrestfield Industrial

Area Stage 1

= Cell 9 Infrastructure Capital Works Program

= Review of Fringe Benefits Tax Return for 2015/16

= Review of Tenders

= Payroll

= Grant Acquittal — Friends of Lesmurdie

= Cell 9 Infrastructure Works, Wattle Grove, Risk Management Workshop

= Review of Statutory Budget for 2016/17

» Planning for Disclosure of Related Party Transactions

= Review of Tender Guideline

= Audit and Risk Register Update
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Review of Investment Policy and Procedures

Background
Prudential Standard (Basel III & Australian Prudential Standard 210) for Authorised

Deposit Taking Institutions (ADI’s) has come into force requiring ADI's to hold
sufficient liquid assets to enable the institution to cover its net cash outflow.

The current regulatory requirement is heavily focused on increasing the banking
sector’s resilience and preparedness to better handle future market disruptions. As a
result, the new Basel III regulations consist of three pillars to be phased in between
2015 and 2018 with the current focus being the implementation of APRA’s APS 201
Liquidity Standard which came into effect on 1 January 2015.

These changes now affect the notice period required by investors to redeem an
investment. The ADI will only allow a term deposit to be terminated early with
compensation, and the compensation will be either 30 days notice or a financial
compensation in excess of the interest earned. This is to encourage the placement
of funds in ADI’s being held to maturity and to ensure organisations plan for the
redemption of their investments to meet their cash flow requirements.

Work Performed

Reviewed the current investment policy and procedures and made the proposed
changes for review and adoption.

Discussed with Corporate Services staff whether they prepare projected cash flow
requirements to meet the new requirements of Prudential Standard 210, and
whether there were instances requiring the early redemption of investments which
incurred a penalty.

Findings

Corporate Services staff are aware of the Prudential Changes and place funds in
ADI's for shorter terms to meet the Shire’s future cash flow requirements.

There were no term deposits terminated early since the Prudential Rules came into
place. There is a good spread of investments with no investment being held for
longer than 180 days.

Risk

The risk of redeeming investments early is considered low as there is a spread of
investments with ADI's in investments held for periods no longer than 180 days. This
ensures investments reach maturity and are not redeemed early.

Management Response

The officer responsible for placement of investments in ADI’s is aware of the
Prudential Changes and only invests funds for periods of up to 180 days with a
spread of redemptions to meet projected cash flow requirements.

Recommendation

The investment policy has been reviewed and amended to bring it up to date and in
line with current practices to include the requirements of Basel III and the Prudential
Standard 210 and awaits approval for adoption.
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Changes in Accounting Standards — Operating Leases

Background
On the 13 January 2016 the International Accounting Standards Board (IASB) issued

IFRS 16 Leases after more than a decade of consultation.

The new standard will significantly alter how lessees account for operating leases. At
present all operating leases are accounted by lessees off balance sheet and lease
commitments disclosed by means of a note to the annual financial statements. The
change in accounting standard effectively means that almost all leases will go on
balance sheet.

In the past only finance leases were reported on balance sheet by organisations.
However due to local governments in Western Australia being prohibited by
legislation in granting lessors security over a local government’s non-current assets,
finance leases are not permitted by local governments in Western Australia.

Local Governments are permitted under present arrangements and accounting
standards to have an operating lease as these types of leases do not grant the
lessor a lean over the non-current assets of a local government.

The impact of the change on lessees in the future, is that almost all leases will go
onto balance sheet due to the accounting standard change, and the distinction
between operating leases and finance leases will be removed. Under the new
standard an asset (the right to use the leased asset) and a financial liability to pay
rentals will be recognised on balance sheet with the only exemption being short-
term and low-value leases.

The Shire of Kalamunda currently has a number of operating leases in place for
motor vehicles and IT equipment.

Work Performed

Established the effect the accounting standard changes will have for the Shire and
its impact on the Long Term Financial Plan and discussed this with the Manager
Financial Services.

Discussed these changes with the Department of Local Government and
Communities and the LGMA - Local Government Finance Professionals whom will be
seeking guidance on how this will be played out as many local governments will
need to consider the impact in relation to the Long Term Financial Plans and
Financial Reporting Ratios.

There have been articles issued by Chartered Accountants Australia and New
Zealand, PWC and Nexia Australia on this subject that have been downloaded and
circulated to the appropriate staff.

Findings

The Shire of Kalamunda over the past few years has gradually replaced its fleet of
Shire owned vehicles with vehicles under operating leases. The Shire has IT
equipment under operating leases as this was the preferred option to owning these
types of assets during periods of rapid changes in technology.

The Department of Local Government and Communities have not prepared any
guidance notes, nor has the LGMA — Local Government Finance Professionals. The
Department proposed that officers speak to their external auditors in relation to
these changes with the view to ensuring the changes are properly planned and
implemented.
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The new standard will be effective from 1 January 2019 with early adoption allowed
if the new revenue standard has also been applied.
Management Response
The Manager Financial Services is aware of the change and will be discussing this
matter with the external auditors.
Recommendation

1. Ensure the effects of this standard on the financial statements is discussed

with the external auditors.

2. Plan for the future implementation of the standard and its effects on the
reportable financial ratios.

3. Incorporate changes in the Long Term Financial Plan.

4. Provide training for administration staff involved in the implementation of the
standard.
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Financial Statements for Forrestfield Industrial Area Scheme Stage 1 for
9 Months to 31 March 2016

Background
Quarterly financial statements have been prepared regularly for the Forrestfield

Industrial Area primarily for the planning department and property owners who own
land in the area. These statements are required to be audited at the end of the
financial year by the Shire’s external auditors.
Work Performed
Reviewed the Quarterly Financial Statements for the Forrestfield Industrial Area
Scheme Stage 1 for the nine months to the 31 March 2016 for completeness,
compliance with legislation, presentation and disclosure before the statements were
forwarded to the Planning Department for review.
Findings
The financial statements for the nine months, although unaudited by the external
auditors for this period, were found to reflect and properly disclose the movements
of income and expenditure for the period and the closing balance of cash and cash
equivalents at the 31 March 2016. There was proper disclosure that the quarterly
financial statements are unaudited.
Financial statements included:

A Statement of Comprehensive Income

A Statement of Financial Position

A Statement of Changes in Equity

A Statement of Cash Flows

Notes to and Forming Part of the Financial Statements

(@]
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Risk

The risk of the financial statements being inaccurate is considered low as they
reflect the movements in cash and cash equivalents for the period and have been
prepared by a qualified accountant who understands local government accounting
principles and have been independently reviewed.

Management Response

Nil.

Recommendation

The quarterly financial statements continue to be reviewed by either the Manager of
Financial Services or the Internal Auditor before they are provided to the Planning
Department.

Cell 9 Infrastructure Capital Works Program

Background
The Cell 9 funds are held in trust to be spent over the next five to six years on

capital works. These funds represent developer’s contributions for use on capital
infrastructure works including new roads, drainage and footpaths to be constructed
in Cell 9.
Meetings were held with operational, planning and finance staff to plan for future
capital works and to discuss:

e Projected cash flow requirements

e Setting up a separate financial accounting system for control and monitoring
major capital works using Synergy
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e Who should be appointed members on the Scheme Project Control Group

Work Performed
Attended a series of meetings and met on site to discuss the future planned capital
works and the accounting treatment of all future capital works for Cell 9 using
Synergy. There will be significant expenditure commencing in 2016/17 within Cell 9
on capital works that needs regular monitoring and control. This will require Cell 9 to
have its own chart of accounts in the general ledger.
Met with a specialist from IT Vision (Synergy) and finance officers on the best
approach in setting up a separate cost centre using Synergy. The options being
either to use Fund 1 within the Municipal Ledger or setting up a separate ledger
outside Fund 1. This method of control of Trust within the Municipal Funds General
Ledger (Fund 1) is being used by other local governments and has not posed an
issue regarding the segregation of trust funds from municipal funds within the one
general ledger.
Findings
The specialist from IT Vision recommended that a separate cost centre with its own
chart of account be set up within Fund 1 and this be tested. This makes it easier to
control and monitor and it would still be reported and disclosed separated from
Municipal Funds. The control accounts for Trust- Cash at Bank and Trust — Liabilities
will be balanced each month with expenditure either capitalised or expensed each
month and payments made directly from the Trust Cell 9 Bank Account.
Risk
That items from Municipal Funds being incorrectly posted to Trust and vice versa
may occur however this will be checked and monitored with regular monthly
reconciliations of Trust Funds. This will ensure incorrect postings are promptly
corrected.
Management Response
A new chart of accounts has been prepared with a separate cost centre in Fund 1
for Cell 9 transactions and the testing of this has been carried out before its brought
online for the 2016/17 Financial Year. The treatment using Fund 1 was discussed
and accepted by the external auditors provided monthly reconciliations of the trust
asset and liability accounts are carried out.
Recommendation

1. A separate chart of accounts is used within Synergy for the receipt and

expenditure of trust funds for Cell 9.

2. Trust funds for Cell 9 is monitored and controlled to ensure these funds are
being properly applied.

3. Quarterly Financial Reports are prepared for the Cell 9 Project Team.
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Review of Fringe Benefits Tax 2015/16

Background
Fringe Benefits Tax (FBT) is treated as an annual tax. Employers are required to

declare the total taxable value of all relevant fringe benefits provided to their
employees and to associates of their employees, in respect to employment, during
the FBT Year. The 2015/16 FBT year runs from the 1 April 2015 to the 31 March
2016 and the FBT Return for 2015/16 is to be submitted by 23 May 2016. The FBT
payable by the Shire is primarily for motor vehicles provided to employees with
limited private use.

Work Performed

Tested the calculations used to determine the FBT for 2015/16 with supporting
information, such as log books and the apportionment of travel between business
and private journeys, and the current rates applicable used to calculate the FBT and
complete the FBT Return.

Confirmed that the FBT payable was properly calculated using the gross up rules and
applying the current FBT rate of tax to the fringe benefits taxable amount.
Compared the FBT for 2015/16 with the previous year to establish whether there
were significant savings in the determination of this liability in 2015/16 due to the
introduction of new strategies by the Fleet Management Steering Team such the
introduction of electronic log books, novated leasing and improvements in the
management of shire vehicles.

Findings

The principles used for calculating FBT on motor vehicles is based using either the
operating and statutory method, whichever is the lower calculated liability, with
rates applicable for the 2015/16 FBT Year. The statutory method provided the lower
determination of FBT for the majority of the motor vehicles provided to employees.
The FBT for 2015/16 was appropriately determined in accordance with FBT
principles. In the case of motor vehicle benefits this was supported by employee
entitlements and log books.

There has been a significant reduction in FBT compared with the previous year. FBT
has declined by $34,118 or 19% to $145,270, and over the past four years saving in
FBT has totalled $ 187,514

Risk

The risk of incorrectly determining the liability for FBT is considered low. Officers
undertake annual training and are aware of changes or amendments in FBT
legislation. The shire uses the services of a taxation consultant on technical taxation
issues and interpretations when they arise. The finance officer responsible for
calculating the FBT liability maintains supporting information, such as log books,
used in preparing the FBT Return. The officer preparing the FBT has had a number
of years’ experience and a good working knowledge of the FBT legislation. The
information prepared by the finance officer is independently reviewed by the
Internal Auditor and Manager Financial Services.

Management Response

Management has analysed the reasons for the reduction in FBT as being primarily
due to employees being on novated leases, the use of electronic logbooks and a
gradual reduction in the size of the motor vehicle fleet.

Shire of Kalamunda



Audit & Risk Committee 109
Minutes — 31 October 2016

Recommendations

1.

There continues to be close monitoring in the use of shire vehicles and
completion of log books.

The Fleet Management Steering Team continues to meet regularly to discuss
improvements in strategies to reduce FBT and operating costs on motor
vehicles.

The Light Vehicle Policy and Procedures should be reviewed and updated to
ensure it incorporates new strategies for controlling the use of shire vehicles.

Review of Tender Documentation and Evaluation

Background
The Director of Corporate and Community Services requested support for the

procurement team by having the internal auditor review documentation prior to
advertising of tenders and the review of tender evaluations for compliance with
legislative requirements as there were a significant number of current tenders
expiring in May, June and July 2016.

Work Performed

1. Examined the following tender evaluation report for compliance with

legislation, policy, procedures and the tender guideline prior to submission to

Council in May 2016:

e RFT — 1511 Management of Developer Contribution Scheme — Forrestfield
Industrial Area

e eQuote 05-2016 — Weekly Collection and Disposal of Waste Services

Reviewed the selection, qualitative and price criteria of tender documentation
prior to advertising of tenders and met with the operations staff to go through
the draft documentation for the following:

e General Tree Services Tender

e Cleaning Tender

Findings
1. For RFT — 1511 the tender evaluation complies with legislation, policy and

procedures and appeared to have been carried out properly. A request for
further information from all tenderers was obtained following an initial
assessment which determined that two elements of the tender required
further information, namely the contract period and fee structure. This
information was then applied in the determination of the price and overall
assessment.

The operations team were comfortable with the draft documentation
prepared by procurement. Minor changes were made to the selection criteria.
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Risk

1.

2.

The risk of tenders not being transparent and complying with legislative
requirements is considered low. Procedures were properly followed for the
assessment and evaluation of all tenders by the evaluation panel, and
undertaken in accordance with legislation.

The risk of the documentation and specifications not meeting the objectives
of the services for general tree lopping and cleaning is considered low as the
operations staff involved in the control of these services were actively
involved in preparing and approving the selection criteria.

Management Response

Management reviewed and endorsed changes proposed on RFT- 1511.
Recommendations

Nil

Payroll

Background
A risk control assessment was completed to assess the internal control environment,

compliance with statutory obligations and ensure payroll expenses are accurately
calculated and recorded.
Work Performed

Reviewed and updated the master copy of the Risk Control Assessment document
for changes made since the last review. Discussed and tested the changes to ensure
the amendments are now being performed.

Findings

1.

o
wn
— =

The Synergy upgrade for payroll has been tested by HR prior to the proposed
upgrading on the 24 June 2016. Forms were issued by IT to be completed
and returned for confirmation that the upgraded system had been tested.
There were no payroll issues reported to IT on the Synergy upgrade.
However a review of the forms distributed by IT for the required testing were
not completely signed off confirming all items had been tested.

The Synergy System is able to generate a report of all master file changes on
a regular basis. These reports can be independently verified for correctness
before the fortnightly payroll is generated. At present the fortnightly payroll is
checked by the Manager Strategy & People Services for significant changes
when the payroll is approved. However no one conducts an independent
check of master file changes who is independent from the payroll preparation
function.

. Without a comprehensive check of all functions within the Synergy payroll,

there is a chance that the system upgrades may not provide correct and
accurate payroll results.
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2. Master file changes not being independently confirmed may result in errors
going undetected, plus a risk of unauthorised changes being made.

Management Response
1. Testing on this upgrade was completed by HR and the results provided to IT.

2. The Manager is satisfied another officer in payroll is checked with master file
changes after they were entered in Synergy.

Recommendations
1. There should always be a comprehensive check of upgraded software to

ensure all functions of the upgraded software provides the right results.

2. All master file changes should be independently confirmed by persons who
are not responsible for inputting the changes or preparing the payroll each
fortnight.

3. An audit trail of all changes made should be kept and signed off confirming
that all changes have been properly made and independently confirmed.

| Grant Acquittal — Friends of Upper Lesmurdie Falls Rehabilitation Project

Background
Received a request from the Director Corporate and Community Services to assist

the Friends of Lesmurdie Falls with the audit of the acquittal of a grant for the
rehabilitation of a creek at Lesmurdie Falls. A grant from the State NRM Program
was received to be used in the rehabilitation of the banks of Lesmurdie Creek.
Contractors were engaged to spray for weeds and volunteers to assist in the
revegetation of the creek.

Work Performed

Confirmed all significant receipts and payments with supporting documentation and
bank statements. Requested and obtained further information from the Project
Manager.

Ensured the grant was acquitted properly and in accordance with the terms and
conditions of the funding program.

Findings

All major receipts and payments were supported by receipts or invoices. The grant
was properly acquitted and signed by the Project Manager before the audit was
signed off.

Friends of Upper Lesmurdie Falls contributed $34,853, the Shire of Kalamunda
$10,000 and the Department of Parks and Wildlife $42,220.

Risk

Risk is considered low as all payments of the State NRM Grant was properly
acquitted and receipts of contributions banked.

Management Response

Nil
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Recommendations
Nil

| Cell 9 Infrastructure Works, Wattle Grove — Risk Management Workshop

Background
Estill & Associates facilitated a Risk Management Workshop on capital works projects

for Cell 9, Wattle Grove on Thursday 9 June 2016. A humber of significant capital
projects are planned for completion over the next 5 to 6 years within Cell 9. The
facilitator workshopped identifiable risks associated with the smooth delivery of
these projects.
The project scope and delivery context was provided by the Project Manager and the
key project risks and opportunities were delivered.
The objectives of the workshop were to:

e Raise awareness and understanding of the need for, an approach to, effective

risk management in capital works projects,
e Identify the risks and opportunities associated with the planning,
development, design, approvals, construction and operation of Cell 9; and
e Establish the Project Risk Register for Cell 9 Works.

Work Performed

Attended the Risk Management Workshop to discuss the identifiable risks associated
with the capital works. Participants comprised a broad cross section of operations
and administration staff, electrical engineers, civil engineers, consultants, to
workshop and identify risks and opportunities associated with the delivery of the Cell
9 Infrastructure Works in Wattle Grove.

Findings

The Facilitator used guidelines and tables to help establish the risk rating by
identifying the likelihood and consequences of the event occurring after mitigating
the level of risk in accordance with the Risk Rating Matrix used by the Shire and
included in the adopted Risk Management Plan (adopted by Council in May 2015).
Risk

Risk associated with rolling out the capital works program was workshopped with
measures put in place on how to manage and mitigate this risk.

Management Response

A register was prepared of all identifiable risks assigned to responsible officers to be
regularly reviewed and updated. Project Team members to provide ongoing
comment and feedback over time to the Project Manager in order to keep the
Project Risk Register up to date.

Recommendations

The Risk Register is regularly reviewed and kept up to date as capital work projects
are rolled out.
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\ Provision for General Tree Services Tender

Background
The General Tree Services Tender closed on 1 June 2016. Six complying tenders

were received by the closure date. These tenders were reviewed by three staff
members on the evaluation panel plus the Shires Occupational Health and Safety
Officer for compliance with OH&S standards.

The tender panel consisted of two employees from operations familiar with the tree
services tender specifications, selection criteria and nature of work to be
undertaken, and one person from corporate services familiar with the tender and
procurement procedures. A procurement and finance officer was also in attendance
to coordinate the process and provide electronic details of each tender for
evaluation.

Work Performed

The tenders were reviewed for compliance with applicable standards and statutory
requirements for occupational safety and health, evaluated for their qualitative
criteria and pricing.

The evaluation was conducted in accordance with the tender guidelines which is part
of the Shires Purchasing policy and procedures. A consensus scoring approach was
used by the evaluation panel for each tenderer.

Findings

The process used to arrive at the scores for each tenderer was carried out in a fair,
equitable and objective manner with comparisons made between tenderers based
on their responses to the selection criteria and on whether they had satisfactorily
addressed all the selection criteria requirements.

The procedures used were transparent, fair and complied with the tender
regulations and guidelines.

The evaluation process and scoring was undertaken on a consensus basis by panel
members rather than each member scoring their own sheets and then arriving at a
consensus and qualitative score.

Management Response

The consensus approach for scoring provided a better outcome as qualitative scores
are compared, discussed and agreed upon at the time before a score was awarded
for each selection criteria on each tender. This method allows qualitative scores to
be properly compared with other tenderers and is transparent.

Comparison of prices was based on weightings using historical data for the number
of services used for each category. The scores were calculated using the price for
each category provided by each tenderer.

Recommendations

The tender guideline is reviewed and updated to include new templates for use by
the evaluation panel, especially on pricing.

The formulas set by procurement are reviewed and documented in the tender
guideline to ensure there is always a consistent approach being used in the
evaluation process on pricing.
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\ Review of Statutory Budget for 2016/17

Background
Received a request to review the draft agenda report and draft statutory budget for

2016/17 prior to distribution to councillors.

A local government under Section 6.2 of the Local Government Act 1995 (the Act) is
required to prepare and adopt a budget for its Municipal Fund between 1 June 2016
and 31 August 2016 for the 30 June 2017 Financial Year, or such extended time as
the Minister allows.

The annual budget needs to be prepared and adopted in a manner prescribed for
the financial year and incorporate detailed information as contained under Section
6.2(4) of the Act.

In formulating the budget a local government is to have regard to the contents of
the plan for the future of its district under Section 6.2(2) of the Act and prepare
detailed estimates for the current year.

The adopted budget under Part 3 of the Local Government (Financial Management)
Regulations 1996 is required to submit a copy of the annual budget to the
Department of Local Government and Communities within 30 days of its adoption.
Work Performed

Compared the information contained in the draft agenda report with the draft
statutory budget.

Checked and cross referenced information contained in the budget with the notes to
the budget and between key financial budget statements.

Ensured the budget for the year ended 30 June 2017 contained all the statutory
financial statements and supporting notes.

Findings

The information contained in the draft agenda report agree with the detailed
information contained in the draft statutory budget financial statements.

The statutory budget for 2016/17 contained all the key statutory financial
statements and notes to the schedules.

Notified the Corporate services team to ensure the adopted budget is submitted to
the Department of Local Government and Communities within 30 Days of its
adoption.

Management Response

The annual budget for 2016/17 was adopted by Council on the 20 June 2016 and
will be submitted within 30 days of adoption to the Department of Local Government
and Communities.

Recommendations

Nil
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\ Planning for Disclosure of Related Party Transactions

Background
The Australian Accounting Standards Board issued a standard in March 2015 which

extends the scope of AASB 124 Related Party Disclosures to include the application
by not-for-profit entities. This will now require local governments to disclose related
party transactions from 1 July 2016 (effectively for the year ended 30 June 2017).
The knowledge of related party transactions, outstanding balances and relationships
is considered important in understanding and assessing an entity’s operations.
A local government will need to consider the nature of the related party relationship
as well as information about those transactions and outstanding balances, including
commitments, necessary for users to understand the potential effect of the
relationships on the financial statements.
The standard will include:

e Close members of the family of a person

e Compensation
e Key Management Personnel — for local government it will include all
councillors and senior staff

Work Performed

The Department of Local Government and Communities were contacted to ascertain
whether they had or intended issuing guidance notes in relation to this standard.
Spoke to the external auditors regarding the application of the standard for local
governments.

Findings

The external auditors at a meeting on the 16 June 2016, acknowledged the
application of the standard for local government. The Shire will need to plan on
gathering of information for proper disclosure in the 2016/17 Financial Statements.
Management Response

Senior staff have attended training on an update to Financial Reporting with Moore
Stevens (WA) Pty Ltd which included guidance notes on this standard and the
reporting requirements.

Recommendations

The Shire takes the necessary steps through the Manager of Governance to collect
the information on a regular basis from Councillors and senior staff in order to
compile the information each year for the annual financial statements.

Review of Tender Guideline and Management of Tenders

Background
The tender guideline was prepared in June 2012 to strengthen the procurement

procedures and develop a uniform practice for the evaluation of tenders and to be
compliant with the provisions of the Local Government Act 1995 and the Local
Government (Functions & General) Regulations 1996.

Regulation now requires tenders to be publicly invited for goods or services expected
to be more than $150,000 with anti-avoidance provisions in place to avoid the
calling of tenders by entering into two or more contracts.

Work Performed
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After sitting on panels assessing and reviewing tenders for compliance with the
guideline, there is room to improve and streamline the tender process by reviewing
the tender guideline in order to make it easier to understand, and ensure all tenders
are evaluated and scored in a consistent manner.

Findings

The tender guideline requires a clear description of the scoring procedures to be
used for pricing, and templates updated with built in formulas for scoring of tenders.
There are templates within the guideline, however there is insufficient description on
how scores are calculated as part of the assessment process. Improvements in this
area is essential so that pricing is carried out in a consistent manner.

As tenders are confidential documents, the assessment and scoring should always
be kept confidential and preferably in one location held by Procurement with
restricted access. The procurement officers controls all tenders and ensures they are
kept in a secure location before tenders are awarded, and restricts the access to
electronic copies of tenders held on the computer hard drive.

Management Response

Additional information that documents pricing information will be adopted by the
procurement section as this is considered good practice and provides a consistent
approach to the scoring of pricing to be used in the final evaluation report.
Recommendations

The Tender Guideline is updated to reflect improvement in the evaluation process to
ensure all documentation and evaluation procedures are in line with practice.

\ Audit and Risk Register Update

Background
Included as part of the internal audit plan is a regular review and update of the
Audit and Risk Register.
Work Performed
Conducted a review of the Audit and Risk Register in June 2016 to establish whether
items identified have been addressed or actioned.
Findings
Following the last review in February 2016, the following items have or are nhow
being addressed:

e Asset Management Plans

Assets Al Asset Management Plans are being phased in over the next
three years i.e. between 1 July 2016 and 30 June 2019

e Accounting Standard Changes

AASB 124 — Related Party Transactions

The new changes have been referred to the external auditors and
senior employees have attended the Moore Stephens Financial
Reporting workshop where these changes were discussed and included
in their guidelines. Workings will now be based on these guidelines and
information gathered.

Shire of Kalamunda



Audit & Risk Committee 117
Minutes — 31 October 2016

e Confirm Permitted use of Shire Vehicles — P 5

HR are in the process of reviewing and updating personnel files to
ensure there is a letter of authority confirming the use of a shire
vehicle.

Management Response

Items in the Audit and Risk Register are being addressed by management and the

register updated.

Recommendations

The Audit and Risk Register continues to be reviewed every quarter to ensure

matters identified and recorded are being addressed.

Shire of Kalamunda



Audit & Risk Committee
Minutes — 31 October 2016

118

Attachment 3
Audit Risk Register

Intermal Audit Plan - Audit Rizk Regster
Risk IV Audit Findings Likefhood | Cons=guences | Risk Rating Management Response Business Crhavner Ext Date Current Staties
Actioned

Financial

Aates A1 rﬂ.:gl.-a' updating of P osibde Minor Medivm Proper dooumertation Mianager Financial 30-Jun-15| Compl=ted
rating documentation of rates systems and procedures Services There iz user
procedures for new staff will b= Updated for new staff IT documentation
to prevent errors indata
Ertry

Rates A2 Mo external training for Possible Minor Medium External training on the use of the Manager Finanda 30-Jun-15| Actioned, staff
neew sEaff on rates system Synergy rates system and on Services undertaking
and legislative compliance compliance with legislation wall be rabes Eraining
requirsmesnts. conducted after completion of prline and

probation period of new rate=s officers ext=rnally

Rates A3 JFront counter having Possible Minor Medium IT cortrols established to restrice Manager Technclogy Sep-14
access bo master file front courter staff to master file & Corporate Support Subject to monitoring.
information and making infonmation Pending outcome of ICT
wnauthorised changes Strategy

Azsets A1 JAsz=t management plans 1Ll ey Minor Medivm Aszet management plans brought up Manager Operations 30-Jun-16| B=ing phased in
are up to date and suppsort to date in support of LTFP to over the next
the Long Term Financial I0-Jun-19| thres ye=ars
Plan [LTFP)

Payroll P1  [There is no indepe=ndent Likely Minor High The propos=d appointment of a new Mianager Strategy & Oct- 14| Complsted
review performed when a indeperdent person o undertaiks this People Services
peerson is entered in the work will sddress this matter
paryrall syste=m to ensure
information is entered
accuratehy.
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Internal Audit Plan - Audit Rizk Regester
Risk ID Audit Findings Likefihoed | Conzeguences | Risk Bating Management Response Business Oaner Est Date Current Seaties
Actioned
Financial
Payrcdl P2 |Nat accurathey cakoulating Possible Minor Medium Template to be used to chedk quotes Mianager Strategy & Dec- 15| Complet=d
novated lease contributions for pre and post tax benefits People Services
Payrodl P2 |There is no independent Likely Minor High The propose=d appointment of 2 new Mianager Strategy & Ock-14| Compl=ted
review of audit trails independent person to urdertake this People Servces
|for changes to master file work will prowide the indpendent
information. support, and the manager will chedk
and approee all changes to the master
fille.
Payrocdl P3 |There is only orne person Likely Minor High A sexond person is being taught on Mianager Strategy & Dec- 14| Completed
in payrcdl that has a full how to use the payroll system. People Services/
understanding of the IT & propaosal has been developed to Manager Financa
system. There is a risk if hawe an officer from Financial Servioess SErvices
thiz person leaves thers is trained in how to use the Synergy
na other person who payroll system.
fully wnderstands the
paryrall system.
Payroll P4 [Nat all managers confirm P oasible inor Medium System will not allow the processing All Managers Dec-14|Completed
a persons keave of a leave application greater than a
entitl=ment with HA b=fore persons accued entilement. Howewer
|granting approval on the to avoid disputes managers should
leave spplication form. check a persons entitlemeant with HRE
before approving keave entitlement
farms
Purchases [Training is reguired for all Likely Minor High Suitable training will be organised. Manager Finanda Sep-14| Completed
Tendering |staff invobeed in the Services External training
PiJa procurement of goods and with WaALGA
tendering to prevent and inhouse
breaches in legislation training
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pe— internal Audit Plan -
[ ‘Audit Findings Nisk Rating || ~Business Owner EstOate | °/ Clrvont Statis
Financial —
Purchases [Despite controls being in ILik:lv Minor High Management corsiders the IM.anagev Finandal Sep-14|Being monitored
Tendering |place to monitor purchases development of computer system Services by the
PU2 from one supplier not blocks to prevent the raising of procurement
exceeding the $100,000 purchase requisitions once they get team
threshold, there were a near to reaching the $100,000 New threshold
small number of suppliers threshold to prevent the raising of a now $150,000
that exceeded this purchase order. Centralising the Procurement
Jthreshold. raising of purchase orders will reduce function now
the risk of this happening. centralized
FaTon Staff with commuting JLikely Minor High All staff with commuting rights are |Manager Finandal Sep-14|Completed
Motor rights are using shire made aware of their employment Services Ongoing
Vehicles vehides for private use obligations when using a shire vehicle. monitoring to
FBT 1 subjecting both commuting The review and update of the Light ensure
and private use to FBT Vehicle Policy will largly address this compliance
issue.
Journals  |Lack of evidence that JPossible Mince Medium Carried out but not always being |Manager Finandal Sep-14|Completed
J1 entries have been signed as evidence of approval Services Journals now
approved prior to being Reconciliation of accounts and budget approved
entered. reviews will pick up misallocations.
Annual Failure to meet statutory Unlikely Minor Low Having check lists to ensure statutory |Manager Finandal Jun-15|Completed
Reports compliance requirements compliance in completing annual Services Check fists in
and has ocourred in the past audited financial statements, annual place
Anrual by not lodging these reports and annual budgets on time
Budgets documents on time and submited on time with the
AR 1 Department
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intermal Audit Plan - Audit Rizk Regster

Rizk IO Audit Findings Likelhood | Consequences | Risk Rating Management Response Businexs Ohavner Est Date Current Skatus
Actioned
Financial
Financial  |Geparate Financial Unlikzly | Minor Loy This will b= ndertaken and funds Manager Finandal hl-15| Completed
Statement |Statements to be prepared placed in & restricted reserve by Services Diraft Finanacial
F&1 |far external audit for the Statements
Forrestfi=ld Industrisl Area Prepared and
at 30 June 2015 and =very funds placed in a
|guarter thereafter and restricted reserve
furds placed in & restricted
reserve
Log Books  JAll staff with a Shire vehicle P ossiblde Minor Medium Employess are remanded to complste All Managers will Sep-15| Compl=ted
=1 are reminded to complete their log books correctly staff who us= a Subject to cngoing
thesir log books correctly Shire vehide manitaring
&2 Managers before approving Possible | Minor Medium Managers chedking log books before All Managers with Sep-153| Completed
Iar'-:l forwarding log books to approwing and forwarding them to |staff who uze a Subject to cngoing
Corporate Services should Corporate s=rvioss Share vehide manitaring
check them
MA B KCA |Regular monitoring neguired Linlikedy Minor Lo There is continuous review of Irit=rnal Auditor Jun-16| Completed each
of Manitoring Activities and Monitoring Activities and Key Cuarter
Key Control Activities Condrol Actiwities as part of the Intemal
Audit
ARLR There is regudar review of Linlikedy Minor Lo The aisdit and risk register is negularky Irit=rnal Auditor Ciarterly Completed each
Register  the Audit and Risk Register reviewed and updated Carter
AERR 1
(Credit Card |Failure to idertify non Possible | Minor Medium Theere: are regular independent cheacis Manager Finandal COuarterly  |Completed every
Trans business credit card of all credit card statements Services and Ingzrnal guarter
ICRT 1 transactions Auditor
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Internal Audit Plan - Audit Rizk Aegeter
Risk ID Audit Findings Likelihood | Consz=guences | Risk Rating Management Response Business Owner Est Date Cusrrent Status
Actioned
Financial
A=cords rFl.en:rd Keeping ﬁan to b= Ll ey Minor Loy Record Keeping Plan wm [ ] Corporate Aug-14|Completed
Ri reviewed and submitted to by records and submitted to Council Infarmaticn
the State Records Office by for approval before the due date for Coordinator
2nd October 2014 submission
Unbound [Unbsound minutes not Pozsible Major High Thies will b= addressed with unbound Corporate Feb-16| Completed. Now
Mlinutes plmced in fireprosof minutes being placed in the fireprrof Infarmation placed in
R2 strongroocm with potertis strongroocm Coordinator skrongroom
Becounting [Failere in recognisising Poasible Insignificant Lovew The application of AASE 124 - Related Misnager Finanda Jun-16| Referred to
Standard  |changes to accounting Party Transacticns willl be discussed Services external suditor
Changes standards with the external awditos Stafff havwe been
ASC1 on training on
thiz suwhject
Confirm The personnel files for & Pozxible Minor Medium The matter will b= referred to the Flest Fle=t Stearing Jun-16|HR are reviewing
Permitted Jemployes allocated a shire Steering Committ=e for direction Committes and wpdating
Use ofa vehide are reviewsd to personnel files
Shire confirm whether there is a
Vehicle letter on file appraving the
PS5 allocation of a shire wehide,
and where there iz no ketter
an assessment is made to
oortinue granting a shire
vehide to the person in
accordance with policy
Podicy The Record Keeping and Ll ety Minor Lo These policies will b= reviewsd with hisnager of Jin-16| Being reviewed
PO1 Councillor Record Keeping pther policies Governance with other
Policy has not been palicies
reviewsd in ower 5 years

Page 5

Shire of Kalamunda



Audit & Risk Committee 123
Minutes — 31 October 2016

Internal ALdit Plan - Audit Risk Regrster
Risk 1D Audit Findings Likelhood | Conseguences | Risk Rating Management Response Business Chvner Est Date Current Staturs
Actioned
Financial
MNew Code [Training required for Uinlikedy Minor Lo Training will be arranged Manager of Mar-15| Training a=
af elected members and Governance reguired has
Conduct employess on new Code of besn prowided
Conduct
Stock All consumahle punchases Possible Minor Medium Wil be reviswed Op=rations Manager Jun-16| Mow recognised
51 used for road costruction as imentory and
and road maintenance not confirmed at
being brought in as year end
inwEntory stock take
Fleet Failwre to understand the Possible Minor Medium Strategies being developed to improve Operations Manager Jun-16| COose manitaring
Mgmt FET principles resulting in employess understanding of FET of Log Books
FRi 1 parpmeent of additional tax principles and improve bisaness dse by Corporate
Services
Fha 2 Fle=t Manag=ment Steering Poasibl= Minor Medium Papers have bean prepered for Fleet Director Jun-16|In progress
Tesm to provide strategies Management Steering Committes Infrastructure
and actions for Executies to to consider and develop a strategy
corsider in improwing the
business use of Shire
vehides and reducing
opearting expenditure and
FET

Page &
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

05.

PURPOSE

1.

Risk Management Review 2016

Previous Items

Responsible Officer Director Corporate & Community Services
Service Area Internal Audit

File Reference

Applicant N/A

Owner N/A

Attachment 1 Risk Management Review 2016
Attachment 2 Recommended Monitoring Activities
Attachment 3 Key Control Activities

To review the Risk Management Report (Attachment 1) and recommend the
results of the review to Council.

BACKGROUND

2.

DETAILS

4.

The Local Government (Audit) Regulations 1996 requires the Chief Executive
Officer (CEO) to carry out at least a biennial review of legislative compliance,
internal control and risk management, and present the results of the review to
the Audit and Risk Committee for their consideration. The Audit and Risk
Committee is to consider the CEQ'’s review and report the results of the review
to Council.

This is the second review required to be completed by the CEO, and reviewed
by the Audit and Risk Committee, with the results of the review reported to
Council by the 31 December 2016.

The Shire of Kalamunda provides an effective operating environment by
ensuring it has the necessary resources, expertise and skills to deliver services
to the community and discharge its obligations under law. This is achieved
through its corporate governance framework which enhances the
organisational performance, improves the internal control environment and
through managing and mitigating risk while ensuring that its legal and ethical
obligations are met.

There are a number of strengths in the governance and organisational
management practices of the Shire which ensures it has internal control
processes designed to assist the Shire in addressing risk of fraud and error,
and improving reliability of financial reporting and compliance with legislation
and policies. These strengths include:

¢ An Integrated Planning and Reporting Framework adopted by Council
and recommended by the Department of Local Government and
Communities.
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¢ A high level of reporting and information content in Council Agendas and
Minutes which includes risk management considerations.
e High level of reporting information and content in the Annual Report.
e A Risk Management Policy and an Integrated Risk Management Plan.
An Audit Risk Register to address and monitor management’s responses
to Audit issues.
A Business Continuity Plan.
Regular review of existing policies and adopting new policies.
A Code of Conduct.
Internal auditor who provides regular reports to the Audit and Risk
Committee.
A Record Keeping Plan.
e Maintaining Statutory Registers including:
— A Gift Register
— Financial Interest Register
— Tender Register
— Delegated Authority Register
— Other statutory and good practice documents

Improvement Opportunities:

e Complete documentation of operational procedures for rates and payroll.
e Comprehensive induction training required for new employees.

STATUTORY AND LEGAL CONSIDERATIONS

6. Part 7 of the Local Government Act 1995

Regulation 17 of the Local Government (Audit) Regulations 1996
POLICY CONSIDERATIONS
7. Code of Conduct (ADM5)

Purchasing Policy (PUR 1)

Risk Policy

Records Policy
Business Continuity Policy

COMMUNITY ENGAGEMENT REQUIREMENTS

8. Nil.

FINANCIAL CONSIDERATION

9. Nil.

STRATEGIC COMMUNITY PLAN

Strategic Planning Alighment

10. Kalamunda Advancing. Strategic Community Plan to 2023

Delivery of all elements of the Strategic Community Plan to 2023.
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SUSTAINABILITY

Social Implications

11.

Nil.

Economic Implications

12.

Nil.

Environmental Implications

13.

Nil.

RISK MANAGEMENT CONSIDERATONS

14. Risk Likelihood | Consequence | Rating | Action/Strategy
Rates — Failure | Possible Minor Medium | Ensure
to provide documentation
adequate and training for
documentation new staff.
and training in
rates.
Failure to Possible Minor Medium | Suitable training
provide will be provided
comprehensive as part of training
training program.
required for
new
employees

OFFICER COMMENT

15. The Risk Management Review illustrates that the Shire’s legislative compliance,

internal control environment and management of risk is sound. Notwithstanding,
improvement opportunities identified within the Risk Management Review will
enhance the Shire’s governance and control environments.

Motion

That Council suspend Standing Orders to discuss matter contained in this report.

Moved: Cr Tracy Destree
Seconded: Cr Sue Bilich
Vote: CARRIED UNANIMOUSLY (12/0)

Standing Orders were suspended at 6:45pm.
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Motion

That Council resume Standing Orders following discussing matter contained in this

report.

Moved: Cr Sara Lohmeyer

Seconded: Cr Sue Bilich

Vote: CARRIED UNANIMOUSLY (12/0)

Standing Orders were resumed at 6:56pm.

| Voting Requirements: Absolute Majority

COMMITTEE RECOMMENDATION TO COUNCIL (A&R 05/2016)

That Council:

1. Receives the findings and recommendations contained in the Internal
Auditors Risk Management Review (Attachment 1).

Moved: Cr Geoff Stallard

Seconded: Cr Michael Fernie

Vote: CARRIED UNANIMOUSLY (12/0)
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Attachment 1
Risk Management Review 2016

Shire of Kalamunda
Risk Management Review 2016

October 2016
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Background

Under the Local Government (Audit) Regulations 1996, the Chief Executive Officer
(CEO) of a local government is to carry out a Risk Management Review every two
years covering legislative compliance, internal control and risk management, and
present the results of the review to the Audit and Risk Committee for their
consideration. This is the second review to be presented to the Audit and Risk
Committee for their consideration with the results to be reported to Council and the
Department of Local Government and Communities by 315t December 2016.

The first review was completed by the CEO, the report presented to the Audit and
Risk Committee in November 2014 and reported to Council and the Department of
Local Government and Communities by the 31 December 2014.

There are many similarities between the Risk Management Review and the Financial
Management Review. The Risk Management Review is more comprehensive than the
Financial Management Review and includes specific items for inclusion in the report
as required by the Local Government Operational Guideline Number 09 — “Audit in
Local Government” issued by the Department of Local Government and Communities
and Section 7 — “Internal Control Framework” of the Western Australian Local
Government Accounting Manual.

Legislative Compliance

Audit and Risk committee practices in regard to monitoring compliance programs
include:
= Monitoring compliance with legislation and regulations.

Executive and the management team receive and examine regular
publications issued by the Department of Local Government and
Communities, from professional associations and the Australian Accounting
Standards Board on accounting standards and legislative changes. Senior staff
regularly attend professional development seminars to keep them informed
and updated on matters affecting local government.
Significant changes introduced or proposed in the past two years include:

o The full recognition of all non-current assets at fair value, a legislative

requirement that was be completed by 30 June 2015.

o An increase in tender thresholds from $100,000 to $150,000 which
took effect on 1 July 2015 requiring a review and update of the
purchasing policy and procedures.

o Changes in the application of Australian Accounting Standard —
“Related Party Transactions” (AASB 124) effective from 1 July 2016 to
be planned in order to collect information for financial reporting
disclosure.

o Proposed changes in the treatment of operating leases will require
officers to gather information, undertake training and plan for the
future treatment of operating leases effective after 1 January 2019 as
a result of changes to International Financial Reporting Standard
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(IFRS) 16 — “Leases” requiring operating leases previously disclosed off
balance sheet to be recognised on balance sheet. Long Term Financial
Plans will need to include this change and be updated.

o Proposed changes for Not for Profit (NFP) entities on Income
recognition effective January 1 2017. ED 260 applies to grants,
donations, taxes and other receipts that are outside the scope of
accounting standards and includes guidance assisting NFP entities in
applying AASB 15.

The Manager of Governance, Manager Financial Services and Internal Auditor
have a good working knowledge of the Local Government Act 1995 and
associated regulations with many years’ experience working for local
governments and on local government matters. They regularly attend training
seminars on legislative and Australian Accounting Standard changes.

To ensure there is proper compliance with legislation a review is undertaken
every two years of statutory documents and good practice documentation to
ensure the information is current and regularly reviewed.

= Reviewing the annual Compliance Audit Return

The internal auditor reviewed the Compliance Audit Return prepared by the
Manager of Governance for years ending 31 December 2014 and 2015. The
returns were received by the Audit and Risk Committee, adopted by Council,
and submitted to the Department of Local Government and Communities by
the 31 of March the following year.

There were no items of non-compliance detected with respect to the
Compliance Audit Returns for 2014 and 2015.

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

complaints

The Shire has a Complaints Handling Policy and Procedures. All complaints
are required to be registered in a Complaints Data Base in Synergy,
acknowledged within five working days and wherever possible resolved within
10 working days. Where a complainant requests their identity and complaint
details to remain confidential; the Shire will ensure that disclosure of any
personal information to third parties is not made.

The Shire is considering the use of new software to track all complaints using
a separate data base of registered complainant’s details to ensure all
complaints are actioned promptly as part of its Information and
Communications Technology Strategy 2016 -2017 (ICT Strategy) to deliver
enhancements to customer service and improvements in efficiency and
information management.
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Financial Reporting and Identifying Adverse Trends

Monthly Statements of Financial Activity identify significant adverse trends
reported to council. At least one budget review plus a Statutory Budget
Review is undertaken each financial year to ensure adverse trends are
identified and actioned early with all budget amendments presented to
Council for approval. The Statutory Budget Review after adoption by Council
is submitted to the Department of Local Government and Communities within
30 days.

Further controls include regular budget reviews in order to identify unusual
types of transactions and major variances of income and expenditure. This is
in addition to a statutory budget review of all line item of income and
expenditure with all significant variances properly investigated. Budget
reviews and amendments are approved and adopted by Council.

Monthly Statements of Financial Activity are prepared in accordance with
legislative requirements and presented to Council. Significant variances in
income and expenditure in these monthly statements are identified and
included in the monthly report to Council.

There are controls in place for payment of accounts to ensure supplier’s
payments do not exceed the tender threshold. A list of all payments are
presented to Council each month with the name of the payee, amount and
nature of the payment.

Staying Informed of Compliance Changes — Employee Training

WALGA training was undertaken in February 2016 for all employees involved
in raising of purchase requisitions, eQuotes and tendering to make them
aware of the legislative changes and requirements under the Loca/
Government Act 1995 and the Local Government (Functions and General)
Regulations 1996.

Employees involved in preparation of the Annual Budget and Annual Financial
Statements attended workshops organised by Moore Stephens in 2015 and
2016 to make them aware of legislative and Australian Accounting Standard
requirements and changes.

Grant Thornton provided workshops on Fringe Benefits Tax (FBT) updates in
2015 and 2016 attended by finance officers involved in preparation and
review of the shires liability for FBT.

Finance officers attended training on the proposed changes to the new lease
standard provided by Nexia Solutions in July 2016. The new standard IFRS 16
— Leases, and the AASB equivalent will be effective for annual reporting
periods beginning on or after 1 January 2019 bringing all operating leases,
with minor exceptions, on balance sheet and have an impact on the Long
Term Financial Plans of the Shire and its key financial ratios.
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Financial disclosure and significant compliance issues.

All disclosures in management financial reports are reviewed by the
management team and executive to ensure they comply with the Local
Government Act 1995, Local Government (Financial Management)
Regulations 1996, and Australian Accounting Standards before they are
presented to Council. Effects of significant changes such as the recognition of
assets at fair value, are reviewed by the financial management team and the
external auditors to ensure the recognition, treatment and disclosure complies
with legislation.

Audit Planning and Independence

The Shire has developed a risk based internal audit plan. Areas of significant
identifiable risks are reported to the Audit and Risk Committee and placed in
an Audit Risk Register. The Audit Risk Register is regularly reviewed and
updated to ensure timely resolutions of issues.

Internal and external auditors have considered conflicts of interest and
independence very seriously as part of their own ethics and considered the
ethics of others in their audit plans. The external auditors as part of their
rigorous quality control and client acceptance procedures have ensured they
are independent and do not engage in actions or appointments that will
compromise this independence.

Managing Compliance and Ethics

The internal auditor ensures the financial interest register, disclosure of gifts
register and other statutory registers are being maintained by the Manager of
Governance in accordance with legislation when the Compliance Audit Return
is reviewed each year.

Councillors and staff are made aware of their public duty and private
interests. Councillors and staff with delegated authority are required to submit
primary and annual returns every year. Councillors and staff were instructed
on how to complete their returns to ensure all returns are completed correctly
and submitted on time.

Newly elected members are provided with guidance and external training
arranged by the Manager of Governance.

Understanding Local Government Compliance and Regulatory Framework

The internal auditor regularly reviews publications issued by the Department
of Local Government and Communities, the Chartered Accountants Australia
and New Zealand and the Department of Local Government and Communities
for changes to legislative requirements, and amendments to Australian
Accounting Standards to ensure new changes are properly implemented. The
external auditor discusses new legislative requirements with the Manager
Financial Services and the Internal Auditor to ensure changes have been
properly implemented.
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= Committee Roles and Responsibilities

Committee members are aware of their obligations not to misuse their
positions for financial gain and to disclose their financial interest on all
matters to go before committees. Members have been provided with a copy
of the Local Government Operational Guideline — Number 9 “Audit in Local
Government” revised in September 2013 which outlines their function and
responsibilities and have been provided with a copy of the Code of Conduct.

Internal Control

The Shire of Kalamunda has adopted a contemporary approach based on a pro-
active, risk awareness culture which identifies the key business risks that the Shire
of Kalamunda faces in today’s environment and has implemented a framework
based on these foundations. By taking this approach the Shire is able to meet its
statutory obligations to ensure it has appropriate policies, practices and procedures
of internal control in place and being maintained in order to assist the Shire to carry
out its activities in an efficient and orderly manner. This enables the Shire to achieve
its objectives, of adherence to management policies, safeguarding the Shire’s assets,
and to secure as far as possible the accuracy and reliability of its records.

= Integrity and ethics of the organisation.

The Shire adopted a new Code of Conduct in November 2014 as required by Section
5.103 of the Local Government Act 1995 to provide guidance to Council members,
committee members and employees of the Shire in regard to their duties and
responsibilities, and to outline the standard of conduct expected of them. There are
separate Codes of Conduct for elected members and employees. The Code of
Conduct was distributed to councillors and employees and signed declarations
returned to the Executive Research Officer by the 30 June 2015.
The Code of Conduct is on the Shire’s intranet and forms part of a new employees
induction training.
The guiding principles of the Code of Conduct for Shire of Kalamunda employees,
council members and committee members fulfilling their duties is to:

e Act with reasonable care and diligence;

e Act with honesty and integrity;

e Act lawfully;

e Avoid damage to the reputation of the local government;

e Be open and accountable to the public;

e Base decisions or advice on relevant and factually correct information;
e Treat others with respect and fairness; and

e Not be impaired by mind affecting substances.
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The Code of Conduct includes the use of:
e Confidential Information;

e Intellectual Property;

e Information to be Provided to Council Members;
e Improper and Undue Influence;

e Use of Local Government Resources;

e Role of Council Members and Employees;

e Disclosure of Interest;

o Gifts;

e Personal Behaviour;

e Corporate Obligations;

e Internal and External Communication;

= Complaints Handling

There is a Complaints Handling Council Policy and procedures adopted on 22
September 2014, with all complaints registered and actioned by appropriate
business units in a timely fashion. A register is maintained of all complaints logged
onto the computer system and actioned. Management receive regular reports on the
number of complaints received and actioned each month.

= Policies and delegated authority.

A register is maintained of all Council Policies and Procedures. Policies and
procedures are regularly reviewed and updated. There is a delegations register that
is kept up to date and reviewed regularly.

= Levels of responsibility and authority.

There is a documented corporate structure for the organisation headed by 12
Councillors, the CEO, three directors and fifteen managers with delegated authority.
Powers are delegated in writing and the delegations register is kept up to date.

= Audit practices.

The Shire has an Audit and Risk Committee that meets during the year to review the
internal and external auditor’s reports and recommendations before they are
presented to Council. The Audit and Risk Committee complies with the appointment,
function and responsibilities under the Local Government Act 1995 and the Local
Government (Audit) Regulations 1996.

The internal auditor regularly reviews and tests the financial management systems
of the Shire and prepares regular reports to the Audit and Risk Committee of his
findings, with management’s comments and recommendations on the
appropriateness and effectiveness of the systems in relation to risk management,
internal control and legislative compliance.

Maintaining an effective and transparent internal control environment is vital to
enable the Shire to operate effectively. The internal control reviews have centred on
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the separation of roles, control of approvals, and restricted access to assets and
master fie records, approval of financial payments, physical inventory counts, regular
reconciliation of accounts and more than one budget review each year. Internal
audit review activities have been conducted in the following areas:

= Cash Floats and Petty Cash.

= Rates and Rate Rebates, Concessions, Discount and Interest.
» Assets- Fixed Assets.

= Records/ Storage of Information.

= Expenses — Payroll.

= Liabilities — Employee Provisions.

= Liabilities — Loan Borrowings

= Bank Reconciliation.

= Home and Community Care (HACC).

= Cell 9 — Trust Funds ( Capital Works)

= Adoption of Fair Value Accounting.

» Tendering.

= Procurement and Accounts Payable.

= Investments.

» Fringe Benefits Tax (FBT).

= Contributions by Lessees/Asset Additions.

= Expenses — Corporate Credit Card Policy.

= Review of Compliance Audit Returns for 2014 and 2015.
= Mail Remittances and Cash Receipts.

» Fees and Charges.

= Budget Reviews.

= Monthly Statement of Financial Activity.

» Long Term Financial Plan 2026

* Annual Budget 2016/2017.

= Registers

» Delegations

= Insurance

» Credit Card Transaction and Procedures

» Forrestfield Industrial Area Stage 1 (Quarterly Financial Statements)

During the past two financial years no significant non-compliance issues were
identified.

The audit findings requiring attention have either been actioned or entered in an
Audit Risk Register with an estimated date for the items to be actioned (Refer
Appendix 2). These items are monitored for a timely resolution.
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= Information systems and access

There are proper controls in place restricting access to computer information
systems and records. In October 2009 the State Records Commission approved the
Recordkeeping Plan on the control and storage of information held by the Shire. This
plan has been reviewed and updated. It was approved for submission by Council in
September 2014, and submitted to the State Records Commission on the 26th
September 2014.

The Shire uses a fully integrated local government financial accounting system
(Synergy) for its budgeting, financial reporting and records management. The
system provides restricted access to various levels of information by employees for
the protection and integrity of data. Appropriate access controls are operating
effectively.

= Managements operating style.

Management provides professional advice and well researched agenda reports for
councillors. These reports are prepared by management, reviewed by the Manager
for Governance and examined by the Executive team made up of the CEO, Directors
and Manager of Governance before they are accepted, signed off and circulated to
Councillors. Management conveys its reports in a compliant and transparent manner
with an officer’'s recommendation based on all the information provided.

= Human resource management and practices.

There are proper controls and procedures in place in Human Resources for the
control and protection of employee’s confidential information. There are policies and
procedures for Occupational Health and Safety, Staff Training and other operational
matters affecting employees. Management practices includes a regular review of
leave entitlements to ensure this is being regularly taken by all employees and does
not exceed certain levels.

= Reviewing the effectiveness of the local government’s internal control systems
with management and the internal and external auditors.

A review of Key Control Activities and Recommended Monitoring Activities were
conducted by the internal auditor and the findings summarised in the following
attachments presented to the Audit and Risk Committee:

e Key Control Activities (Attachment 3)

e Recommended Monitoring Activities (Attachment 2)

The key control and recommended monitoring activities formed part of the internal
audit plan for 2014/15 and 2015/16 and is regularly reviewed and the results
reported to the Audit and Risk Committee.
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Risk Management

Risk Management in Local Government

Risk management in local government is about the systematic identification,
analysis, evaluation, control and monitoring of risk within the organisation.
While risk cannot be totally eliminated, the Shire is strongly committed
towards establishing robust structures, processes and controls that are cost
effective in reducing the risk profile, thereby protecting the interests of the
Shire, the public and other key stakeholders.

Risk management is an integral part of the management style of the Shire of
Kalamunda embedded in the culture and business processes, and is applied at
all levels and functions within the organisation.

The Chief Executive Officer (CEO), Directors and Managers are primarily
responsible for managing strategic and operational risk on a day to day basis
which forms a critical first line of defence for Council. The powers are
delegated in writing to the CEO by Council and by the CEO to staff.
Management establishes an appropriate control environment which includes
the relevant financial internal controls for addressing the underlying
accounting financial systems and processes along with legislative
requirements.

The Shires Governance framework establishes the policies and procedures
which govern organisational activities and processes. This is established
through monitoring activities such as self-assessments, regular reviews,
management evaluation and process monitoring and improvement..

The internal audit function is charged with the responsibility to perform an
objective assessment on the evaluation of performance of internal control
activities and business processes. The internal audit includes an evaluation of
key operational and financial internal controls, an assessment of risk, and
compliance with legislation. Internal audit findings, management responses
and recommendations are regularly reported to the CEO and the Audit and
Risk Committee.

The external audit function is independent and provides management with
an audit opinion on whether the Shire’s accounts are properly kept, and
whether its financial report is presented fairly in accordance with the
requirements of the Local Government Act 1995, Local Government (Financial
Management) Regulations 1996 (as amended) and other professional
reporting requirements. The external auditor conducts an interim audit on
financial processes and procedures to substantiate the accuracy of
information reported in the annual financial statements, and issues an interim
management report with management’s responses, and a final audit report
on the annual financial statements. These reports are presented to the Audit
and Risk Committee for consideration. During the past two financial years the
interim management reports issued by the external auditors have provided
minor recommendations to improve procedural matters which have or are
being addressed by management and have been included in the Audit risk
Register. The Audit Report on the annual financial statements for years
ending 30 June 2015 and 30 June 2016 have both been unqualified reports.

Shire of Kalamunda




Audit & Risk Committee 138
Minutes — 31 October 2016

The Interim Audit Report on the Financial Statements for the years ending 30
June 2015 and 30 June 2016 were presented to the Audit and Risk
Committee with items being addressed by management.

= Providing an Effective Risk Management System

Council noted and adopted a Risk Management Policy in March 2012 to
establish a consistent, efficient and effective assessment of risk within the
organisation and Risk Management procedures on application of the policy.
The Shire has developed an integrated Risk Management Plan documenting
the Risk Management process and identifying the systems and processes
used in the management of risk.

The risk management processes are an integral part of management and the
Shire is committed to continuing to improve its business and risk
management priorities.

All risks identified by the internal and external auditors are included in an
Audit Risk register for actioning and monitoring by management and
executive. These risks are regularly reviewed, updated and reported to the
Audit and Risk Committee.

= Implement a Business Continuity Plan and Disaster Recovery

The Shire has developed a Business Continuity Framework comprised of a
Business Continuity Policy, Procedures and Business Continuity Plan. The
Framework enables the Shire to respond to major incidents that have the
potential to significantly impact on the ability of the Shire to deliver its key
business activities and primary services. A major incident may also result in
casualties, property damage, business interruption, financial loss and damage
to the Shire’s reputation and image.

The plan incorporates the prevention, preparedness, response and recovery
framework which aims to return the Shire to a timely resumption of business
activity before the business interruption critically impacts service delivery.

The Shire also has an IT Disaster Recovery Plan. The primary focus of this
plan is to enable an effective response to a disaster that destroys or severely
cripples the Shires central computer system operated by the Technology and
Corporate Support Group. The intent being to restore operations as quickly as
possible with the latest and most up-to-date data available.

A new Information Communications Technology Strategy 2016 - 2020 was
adopted by Council on the 27 June 2016 with one of its priority actions being
regular reviews, testing and refinements of the Business Continuity Plan and
Disaster Recovery Plan.
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Managing and Assessing Risk, and Raising Awareness of Risk.

The Shire manages Risk at the strategic operational and project levels.
Strategic level risks are reported through the Audit and Risk Register.

A Risk Management Workshop was held in June 2016 on proposed capital
works projects for Cell 9, Wattle Grove planned for completion over the next
five to six years. The objective of the workshop was to:

e Raise an awareness and understanding of effective risk management

in capital work projects

o Identify the risks and opportunities associated with the planning,
development, design, approvals, construction and operation of Cell 9;
and

e Establish a Project Risk Register for Cell 9 capital works rated on
likelihood and consequences of the risk event occurring using the
matrix in the Risk Management Plan adopted by Council in May 2015.

Effective Management of Insurable Risk

Every year the Local Government Insurance Service (LGIS) presents to
Council the renewal report of all the Shire’s Insurance Policies. Renewal terms
and conditions of all its policies are based on the risk information provided by
the Shire of Kalamunda.
As a full member of the Scheme, i.e. participating in all Scheme segments and
as a WALGA member, the Shire of Kalamunda receives all the benefits
associated as a full member.
The Shire is covered for the following insurance classes:

e Corporate Practices Liability

e Councillors and Officers Liability

e Journey Injury

e Marine Cargo

e Motor Vehicle

e Personal Accident and Travel

e Casual Hirers Liability

e Fidelity Guarantee

e Bushfire Injury

e Property

e Liability (Public Liability and Products Liability)

e Work Care (Workers Compensation)

The Shire annually reviews its insurance coverage so that risk can be
effectively managed. Particular attention is focused on assessing activities
that may present the Shire with an unacceptable level of risk. For example, in
the case of major land development projects a business plan is required in
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order to comply with legislation for proposed major land transactions, and in
support of officer’s reports and recommendation.

= Assessing procurement compliance to ensure probity and transparency of
policies and procedures/processes.

As referred to before, policies and procedures in relation to procurement and
tendering have been reviewed and strengthened following two Forensic
Audits. New procedures on purchases and tendering were introduced that
conform with legislative requirements to ensure tenders are properly
advertised, recorded and evaluated in accordance with the Local Government
Act 1995 and the Local Government (Functions and General) Regulations
1996. The internal auditor conducted regular tests on processes in relation to
procurement and tendering to ensure policies and procedures were followed
and processes comply with legislation. Management has centralised the
procurement process within Corporate Services to strengthen internal control
and compliance with legislation. Staff underwent internal training on
tendering and procurement in January 2016 and external training with
WALGA in February 2016.

All policies are under review and new policies introduced where required. All
Council approved policies are listed on the Shires web site.

= Managing changes to the changes in the local government’s control
environment.

The Audit and Risk Committee meets during the year to review reports issued
by the internal and external auditors and make its recommendation to
Council.

Detailed planning has been carried out to ensure the Shire complies with the
introduction of Fair Value Asset Accounting and increasing the tender
threshold from $100,000 to $150,000.

= Managing Fraud and Misconduct Risk

Following the completion of forensic audits in 2012 and 2013, a significant
review of existing policies was undertaken. Additionally, new policies were
established including:

A Corporate Credit Cards Policy;

Payment and Reimbursement of Expenses Policy;
Travel Policy
Whistle-blower (Public Interest Disclosure) Policy

o O O O

The Whistle-blower (Public Interest Disclosure) Policy and procedures were
prepared to encourage employees, elected members, contractors and
consultants to report unlawful and unethical, or undesirable conduct that they
genuinely believe has occurred or been committed by a person or persons in
breach of the Shire of Kalamunda’s Code of Conduct, policies or the law.
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The internal auditor conducts regular risk assessments of financial
management systems and procedures, to ensure internal controls are in place
and operating effectively, and that there is compliance with legislation and
policies. Regular internal audit reports with management’s responses and
recommendations are presented to the Audit and Risk Committee. This has
strengthened the corporate governance processes and the internal control
environment.

Conclusion

The Risk Management Review illustrates that the Shire’s legislative compliances,
internal control environment is satisfactory. Notwithstanding, improvement
opportunities identified within the review will enhance the Shire’s control
environment

Whilst a number of areas have been identified for improvement, the overall
effectiveness of the financial management systems and procedures of the Shire of
Kalamunda in relation to legislative requirements, internal control and risk
management remains sound and appropriate for the current level of operations and
meet the requirements of regulation 17 of the Local Government (Audit) Regulations
1996. The strengths and weaknesses of the risk assessment review of legislative
compliance, internal control is summarised as follows:

In Governance and Organisational Management
Strengths

= The Shire has adopted a governance framework which provides guidance and
strategies for the development of critical operational and compliance
documentation.

» A high level of reporting and information content in Agendas and Minutes.

» A high standard of reporting information and content in the Annual Report.

= Adoption of a Risk Management Policy and Risk Management Plan.

» Developed a Risk Register for addressing and monitoring risks.

= Risk Management integrated into all levels of planning and reporting to
Council.

= A robust disaster recovery arrangement in place for IT systems and electronic
records

= Council policies and procedures reviewed, updated and new policies adopted
by Council.

= Council and Management addressing the recommendations emanating from
two forensic audits in 2012 and 2013.

= Content and structure of Agendas and Minutes includes a comprehensive
index which meets the requirements of the Act and includes all information to
be considered by Council, with a comprehensive officer’s report and
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recommendation. Each individual report also tests risk management
considerations.

There is an Effective Business Continuity Plan in place.

Regular internal audit reports prepared for the Audit and Risk Committee
which identify areas requiring attention in order to strengthen the internal
control structure to improve operations and mitigate potential exposure to
risk.

Management addressing the internal control deficiencies and have introduced
an audit risk register to record all risks and assign these risks to responsible
managers for regular review.

Councillors and staff understand their obligations under the Code of Conduct
relating to corruption and acceptance of gifts by disclosing all gifts in the gift
register.

Regular Audit and Risk Committee Meetings are held to review internal and
external auditor’s reports, new policies and other information and provide its
recommendations to Council.

A detailed customer service policy and customer service complaints handling
process

A well-managed and operated records keeping system.

Weaknesses / Best Practice

Proper documentation of operational procedures within a number of areas to
enable new employees to understand systems especially in the rates and
payroll areas.

Comprehensive induction training required for new employees.

There is limited workforce succession planning.

In Financial Management
Strengths

Adopting and implementing the Integrated Planning and Reporting
Framework which included the Strategic Community Plan and Corporate
Business Plan, Asset Management and Long Term Financial Plans and
submitting these documents to the Department of Local Government and
Communities.

High level of reporting information and content in the Annual Budget

High level of reporting information and content in the Annual Financial
Statements.

Phasing in of assets at Fair Value in accordance with legislative requirements.
Meeting majority of the preferred benchmarks for Key Performance Indicators
(KPI's) for long term financial sustainability.

Improvements in the Shire’s liquidity and cash backed reserves.

Undertaking more than one budget review during the financial year.
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= Preparing regular internal audit reports for the Audit and Risk Committee on
financial, operational and procedural matters on internal control, risk and
legislative compliance.

Weaknesses / Best Practice
= Lack of good procedural documentation for staff working in certain areas to

prevent errors being made in data entry. This has been placed on the audit
risk register for attention by management and is gradually being addressed.

Appendix

. Information and Communications Technology Strategy 2016 — 2020
Audit and Risk Register

Key Control Activities

Recommended Monitoring Activities

Risk Management Policy

Risk Management Procedures

YIS SIS
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Attachment 2
Recommended Monitoring Activities
Risk Area Jinternal Audit Plan - Recommended Monitoring In Place Mot in Comments
Activities [ATTACHMENT 2) [Yes] |Place [Hn:ll_
1. Annual Budget [a) Monthly actuals are compared to budget and Yes Management reports reviewed by relevant managers at end
significant variances fully investigated and explained of each month and during budget reviews.
2. Financial a) Through the presentation of the Monthly Yes |Reported at Ordinary Council Meetings under Chief Executive
Reporting Statement of Financial Actiwity [5FA) to council (Officers Report. These reports conform with the
actual results are compared to budget each month; minimum statutory reporting reguirements.
management reviews investigated and significant
wariances explained.
b) Through a Statutory Budget Review conducted Yes |First budget review for 3 months to September 2016
between January and March significant variances completed. Statutory review completed.
are investigated, reviewed and explained.
3. Grants a) Management regularly reviews all grant income Yes |Maonitor and report to Council on a guarterly basis.
and monitors compliance with both the terms of
gramnts and council's grant policy (including claiming
funds on a timely basis)
b Through the 5FA grant revenwe is compared to Yes
budget; management reviews, investigates and
explains significant variances.
4. Receipting a) Income is compared to budget regularly in the Yes |Management reports revieswed by each business unit
SFA; management reviews, investigates and mianager at month end.
explains significant variances.
o] Statements of accounts receivable are sent to Yes |Rate debtors depending on their election of payment.
customers enabling review. A reminder notice is issued prior to instament due date.
Sundry debtors reminder notices issued on >60 day accounts

Page 1
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monthly to confirm large outstanding items are
adeguately explained and subsequently resolwed.

Risk Area |internal Audit Plan - Recommended Monitoring In Place Mot in Comments
Activities [ATTACHMENT 2) [Yes] [Place (Mo

L. Rates a) Management reviews rates ageing prc-me ona Yes lincluded with monthly reporting of Statement of Financial
monthly basis and investigates amy outstanding Activity
items
b Actual rate revenue is compared to budget; Yes EPI targets in interplan which is reviessed monthly and
management reviews, investigates and explains provided with monthly reports to Council
significant variances.
c] Annual valuation update is balanced prior to the Yes Reconciled prior to issue of rate notices for 20016/2017
Ige neration of rates; this is reconciled to the rate Financial Year
record and reviewed.
d] Interim valuation updates are balanced prior to Yes Each schedule is balanced by the rates reconciliation clerk.
the generation of interim rates; this is reconciled to
the rate record and reviewed.

b. Receivables a) Receivables and revenues are compared to Yes As per above, management reports reviewed by Business Uinit
budget monthly, management reviews, investigatas manager at month end.
and explains significant variances.
b] Management reviews provision for doubtful Mo Oinly at year end
debts on a regular basis.
c] Management reviews debtors ageing profile on a Yes At end of each month and considered during Audit and Risk
monthly basis and investigates amy outstanding Committee at year end for those considered for write off.
items.
d] Trade receivables age reconciliation to the Yes 18y Manager Financial Services
general ledger is reviewed at least monthby.

7.Bank accounts  |a) Management reviews journal transactions to the Yes |8y Manager Financial Services

and banking bank acoount.
b] Management reviews bank reconciliations Yes Signed off by Manager Financial Services.

Page 2
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Risk Araa

|internal Audit Plan - Recommended Monitoring
Activities [ATTACHMENT 2}

In Place

[Yes)

Mot in
Place [No)

Comments

B. Investments

5. Payroll

a) Review the council investment performance
regularly.

b Actual investment income compared to budget
on a regular basis; management reviews,
investigates and explains significant variances.

c] Investment register maintained in accordance
with regulations and investment policy.

d] Reconciliations of investment register to general
ledger routinely prepared and reviewed.

a) Management reviews employee costs against
budget on a monthly basis and investigates any
outstanding items.

b] Each department manager performs a regular
rewiew of reports detailing all employees listed on
payroll master file;all unusual items are investigated
c] Salary and hourly payroll reports [incleding
compensation and witholding information] are
rewiewed and approved by management before
|payments are approved.

d] The payroll deduction table data is periodically
reviewed by management for accuracy and
ongoing pertinence.

i) Management reviews a selection of salary
sacrifice calculations for accuracy and compliance
with statutory requirements; identified ermors are
Jeromptly corrected.

] Each pay run is reviewed prior to authorisation
for payment for consistency with prior pay runs and
fior abnormal items such as overtime.

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Nao

By Manager Financial Services

Report to Council as part of month end financial reporting
cycle.

|Reviewed on an annual basis and updated when necessary.

|Management reports are reviewed by the Manager Financial
Services on a monthly basis.

|Refer above and as part of budget reviews Manager Financial
Services also does an actual review at month end.

Tested by Internal Awditor mainly for Novated Leases
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Risk Area

|internal Audit Plan - Recommended Monitoring
Activities [ATTACHMENT 2)

In Place

[Yes]

Not in
Place [No)

10. Purchasing,
procurement and
payments

11. Trade payables

12. Fixed Assets

a) Actual expenditure is compared to budget
monthly; management reviews, investigates and
explains significant variances.

) A list of all payments is prepared and presented
monthly to the council; management reviews,
investigates and explains any unusual or large
payments.

c] Management reviews supporting documentation
before approving payments

a) Management reviews trade payables ageing
profile ona monthly basis and investigates any
ogutstanding items.

b) Trade payables age reconciliations to the general
ledger is reviewed at least monthby.

a) Management compare actual fixed asset balance
to budget; management reviews, investigates and
explains significant variances.

6] Activity recorded in fixed asset register is
rewiewed by management, incleding comparison to
the capital budget.

c] Management regularly reviews valuation of fived
assets [i.e. methodology and useful lives of assets)
to ensure that assets’ valuation is appropriate and
lin accordance with Australian Accounting 5tandards

d] Management reviews depreciation rates and
methodology (at keast annually) to ensure rates and
remaining useful lives are resonable.

a) Fixed asset register to the general ledger
recandiliation is prepared and reviewed routinely.

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

Yes

|_ Commenits
Purchasing is now centralised within finance, which has
strengthened the control further.

|Manager Financial Services and in his absence the Intermal
Auditor

|Part of month end reporting to Council.
1By Manager Financial Services

|Part of the Financial Activity Statement and reporting to the
Council each manth

As part of phasing in and treatment of assets at Fair Value
Plant and Equipment completed 30 June 2013

Land and Buildings completed 30 June 2004
Infrastructure completed 30 June 2015. Adjustment 2016

Mow calculated by Assetic in asset register.

|Reviewed and signed off by Systems and Financial Accountant
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accuracy, retention and security. Results of these
IT audits reviewed by management and action plan
promptly implemented.

Risk Area |internal Audit Plan - Recommended Monitoring In Place Not in Comments
Activities [ATTACHMENT 2) [¥es] |JPlace [Mo)

13. Borrowings a) Borrowings actual and interest charges are Yes Part of monthly reporting to Cowncil.
compared to budget monthly; management reviews
linvestigates and explains significant variances.

14. loumnals a) All journals are independently reviewed Yes Checked and approved by Manager Financial 5ervices
{including check to ensure correct acoount
allocation) and contains sufficient support
|information.

15. General IT Risks |Regular IT audits performed focusing on data Yes ‘With the recent upgrades to the computer system, awdits

wera carried out by Datacom and Microsoft.
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Attachment 3
Key Confrol Activities
Risk Area internal Audit Flan - Key Control Activities  [ATTACHRMENT ) Jin Place Mot in Comments
[res) Flace [No]
1. Financial Report a) Employess responsible for financial report preparation are Yoz Thres qualified sccouwntants with local gowernment
Preparation competent and adeguately trained. experience and tralning
b} All journal entries require supporting dooementation. Any Yes By Manaser Financial Services
non-routine entries reguire doosmented approwval prior to
beming posted.
]} Accounting software used contains application controls that Yes Mo It=ms can be overridden withouwt a budget allocation
prevent or detect errors from ocourring. or credibors processed ¥ they exceed 150,000
Procurment monitors expenditure o prevent
oreditors excesding the tender threshold
2. Payraoll a) Payrall staff are competent for their sassigned tasks, Yoz
adeguately trained and supervised.
b} Persons processing payroll are iIndependent of other payroll Yes Kore staff appointed in this area has improved
functions, such as hiringfiring of staff, tmekeeping and EFT the segresation of functions
payment.
)} Approswval Im writhng s obfained before adding new Yo
employees to payroll.
) Signed and dated approval of each emiployvee’s pay rate is Yo
dioowmented on employes file.
a] Timesheets and total howrs worked are approved before Yoz Only Operations and Home and Community Care
be=ing processed for payment. [HACC] employess complets time sheets.
f} Procedures exist to ensure terminated employees are Yes
immediately removed from payroll.
=l Fayroll register is recondled to the general ledper and Yes
reviewesd by a senlor officer iIndependent of payroll.
hl Costs by sub program, are compared to budges. Yes Budpet reviews conducted line by line for each afc
maore than onoe per year

FPage 1
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Risk Area Jinternal Audit Plan - Key Control Activities  [ATTACHMENT 3] [in Place Mot in Comments
[res) Flace (Mol
3. Aeveniue a) Rates/debtors officers are competent for their assigned Yes There s ongoing on the job training and online
tasks, adeguately trained and supervised. training In the use of the Synegy IT Aates System
b} mionthly statements are ssued to trede debtors Yes
] Rates are ratsed in line with the approved budgeted rate in Yes
thee: diodlair.
d] The rate record Is updated and reconciled monthly to the Yes This forms basis for Interim rating
Waluer Generals Office (VGO records.
2] Documented procedures are In place to ensure the VGO s Yes
informed of any bullding works approved.
fl The rates ledger Is reconciled to the General Ledmer. Yes
&) The approved schedule of Fees and Charges 1z wsed for Yes Fees and Charges approved when budpet adopted
involce preparation. Exceptions require doosmentation and
approwval.
h} automatic or manwal checks are performed on serial Yes Automatic
icontinulty of Irvoloe docurments.
1} Credit note approvals are Independent of accounts Yes Approvals are elther by Business Unit managers or
recebvahbla. Manager Financial Services.
4. Aecehmbles ) &) Staff handling cazh receipts and managing receivables sre Yoz Front counter, fowr cashiers and one supervisor
Receipting competent for their assipned tasks, adeguately trained and
superdlsed.
b} Bank reconciliation is prepared monthly (with statements Yes Prepared by Finance Officer and approved by
from kank) and management appoval documented Manager Financlal Services.
i} Customers are Informed [signs, etc) that they should obtain Yes It Is am option they hawe by ticking the appropriate
receipis. box .
d} Pre-numbered cash receipts are 1sswed for every cash sale. HD Serial numbers are generated by computer
Serial continuity 1s reviewed periodically and checked against Ho Independent chedes carried out.
cash deposit data.
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authority. Theze limits are montored by the system or

manealby.

Risk Area Jinternal Audit Plan - Key Control Activities  [ATTACHMENT 3) [in Flace Mot in Comments
[res) Place [Mo)
] Staff required to take their leave entitlements annually Yes Constantly reviewed and monitored by managment
fl when opening mall, cheques are stamped "for deposit Yes
only”™ with the local government bank account number.
Cheques received are listed, totalled and reviewed before
depasit
ul Al receipts cash/chegues are deposited on a regular and Yes Two to three times a week by a security confractor.
timely basis Sealed cash bag countersigned by 50K siaff and CBA
h} Reconciliation of daily deposit total to recetvable posting Yes
and cash sales is prepared and reviewed.
i} & reconcilllation of aged recetvables to control accounts Is Ve Signed off by Manager Financlial Services
prepared monthly and management approval documented.
1 Procedures exist to enswre recelpts are recorded in the Ve Cut off procedures are In place.
oorrect period.
k) signifficant overdus customer accounts are Investigated by -1 Aped analysis reviewed at month end and any = 60
managerment and actions taken documented. day accounts are followed up. A report to Coundal 1s
prepared each month.

5. Purchases, a) Personnel responsible for the purchazing, shipping, Vs

payables, payments [recepsing and payable functions are competent, adesguatelby
trained and supervised.
b} Manag=ment reviews outstanding chegues on period - end Yes MManager Financlal Services
bank reconciliations.
<} Prenumbered chegues are used EFT's are allocated a Yes A register of chegues issued s now maintained
seguentlal mumber for each oreditor payment and details for
ewery number I documented. Spollt cheques are dearly
marked "D" and cancelled.
d} The purchasing policy dearly defines who can ralse Yes In policy and procedures
purchase requisitions/orders and to what dollar imit.
e] Aocess to purchasing, recelving, accounts payvable, and Yes
iInventory records Is restricted to authorized personnel.
]l Spending limits are set by budget or individual levels of Yes KMonitored by regular budpet reviews
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Risk Arca [internal Audit Plan - Key Control Activities  [ATTACHMENT 3] Jin Place Mot in Comments
[res) Place (Mo
u) A list of preferred suppliers s maintained and used where Yes
possible.
h} Controls exist to ensure corporate buyingfcredit cards are Yes strict control and review by Manager Financial
only ssued to authorised staff, and personal purchazes are Services
not allowed.
i} Pre-numbered purchase orders and recelving reporis are Ve Orders are generated by computer in seguential
used and exceptions are approved and documented. number via purchase reguisition.
1 Period -end procedures exist to detect and account for Ve Dutstanding position at year end are reviewed and
unprocessed poodsfservice recelpts. thoze not reguired are purgesd.
k) Personnel receiving soods do not perform any accounting Yes Goods normally received at depot or on work site
Functions. if a construction job. Goods recelved note signed.
I} &n aped accounts payable listing s recondled to peneral Yes A report fo Cowndll 1s prepared at each month end.
ledger mach month and exceptions Investigated by
management.
m) Aged report of open orders Is reviewsd sach month snd -1
old funusual tems are Investisated.
n) Unit prices on involces recelved are checked against price Vs
lists, gquotes or approved purchase orders. Involces are
checked for correct calculations, discounts, taxes snd freight
before payrment.
o) System has checks to presvent duplicate payments on the Yes one copy of order |5 matched to Involce
same order.
el & st of accounts for payment Is prepared In line with the Yes
legislation and authorised by council or & person with
delegated authority before chegues are sisned or EFT Is
authorised.
ql Signing officers examine supporting documentation to Ve Two officers =ach time.
payments and docwment approwal.
ri All chegues must be made out to authorised vendors and Ve Except for endorsed please pay cash for petty cash
cannot be made out to cash. and tll floats
5] & reconclliation of the accounts payvable sub ledger to the Yes
meneral journal = prepared monthly and approved by
manamerment.
t]} Suppliers’ statemeants are reconclled to scoounts payable HD Only done In May and June before year end other
maonthly and reviewed by management. months if a statement 15 recetved by AP staff.
u) Procedwres exist to eansure paymients are recorded in the -1
oorrect period.
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compared with the previous year

Risk Area Jinternal Audit Plan - Key Controd Activities  [ATTACHMENT 3] Jin Flace Mot in Comments
[res) Flace [No)

w) Procedures exist to enswre all bank accounts and signatories Yz Through powers conferred on the CEOQ and
are suthorised by cowncil. delegations.
w) The accounting policy for when goods shouwld be Yes Reviewed by accounting staff who make corrections
capitalized 1= documented and clearly understood by wla Journal
accounting personinel.
x| Management regularty compares actual purchazes [oosts Yo ronthly and during bude=t reviews
and expenses) to budgetd purchases and Investigates and
documents variances.
¥l management follows up creditors gueries on a timely basis. Yo
] BManagement addresses the reasons for debit balances on Yo Konthly review
creditors sccownts on a timeky basis.

& Monthly BAS al BAS statements are prepared monthly and submitted on Yes

Retwrns time with the ATD
b} variances betwesn GL and BAS statements are investigsted Yo Konthly
remularty and adpsted

7. FET Returns al The information used to prepare and support the FET Return Yes ainty log book info rrmeation
i received and summarized on & regular basis.
b] Low books are regularty approved and submiitted to the Yeu Electronic log books introduced and being monitored
preparer of the FBT A=turn and compared with manual log books
) FET Returns are Independently checked to enswre the Yz By internal Auditor and Manager Financlial Services
informtion Is correct before the retwrn s submitted
d} & report |3 prepared for management on changes in FBT Yeu There has been a signficant decreass n FET

due In part to Hovated leasing and reduction In
number of shire vehicles used privately, and use of

electronic log books
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

06.

PURPOSE

1.

2.

3.

Risk Management Framework

Previous Items N/A

Responsible Officer Director Corporate & Community Services
Service Area Financial Services

File Reference

Applicant N/A

Owner N/A

Attachment 1 Integrated Risk Management Plan
Attachment 2 Strategic Risk Register

Attachment 3 Shire of Kalamunda Risk Management Policy —
Revised Management Procedures

That Council endorses the Integrated Risk Management Plan (Attachment 1).
That Council reviews and endorse the Strategic Risk Register (Attachment 2).

That Council notes the Shire of Kalamunda Risk Management Policy - Revised
Management Procedures (Attachment 3).

BACKGROUND

4.

DETAILS

8.

The Shire of Kalamunda (Shire) is committed to organisation wide risk
management principles, policies, systems and processes that ensure efficient
and effective assessment of risk in all planning, decision making and
operational processes.

The Shire has developed an Integrated Risk Management Plan (the Plan) that
documents the Risk Management process and identifies the systems and
processes used in the management of risk.

The Strategic Risk Register (the Risk Register) has been reviewed and updated
identifying the key risks likely to prevent the Shire meeting its objectives in the
Corporate Business Plan.

Procedures supporting the Councils Risk Management Policy have been
reviewed and updated providing the Framework through which risk is
managed.

Risk Management refers to the coordination of activities that directs and
controls the organisation with regard to risks. It is acknowledged that risk
management involves both the management of potentially adverse effects as
well as the realisation of potential opportunities. Risk management is part of
the Shire’s strategy to promote accountability through good governance and
robust business practices, contributing to the strategic objective of creating a
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sustainable organisation to effectively manage resources and operations in
order to strengthen service delivery.

0. The Shire’s approach to Risk Management is aligned to the AS/NZS
31000:2009 Risk Management Principles and guidelines (the Standard).

10. The benefits of embedding risk management in all aspects of management
are:

e Effective management of adverse events or opportunities that impact on
our purpose and objectives

e Ability to make informed decisions regarding management of potential
negative effects of risk and take advantage of opportunities

e Improved planning and performance management processes enabling a
strong focus on core business service delivery and implementation of
business improvements

e Ability to direct resources to risks of greatest significance or impact

e Improvement in organisational culture enhancing staff capacity to
understand their role in contributing to the achievement of objectives

e Improved organisational efficiency

11. The Australian Standard for Risk Management — Principles and guidelines
(AS/NZ ISO 31000:2009) is based on 11 best practice principles. These
principles underpin the Plan and guide how to effectively and efficiently
manage risk at all levels.

1. Creating and protecting value — risk management contributes to the
achievement of the Shire’s objectives and improves performance in areas
such as corporate governance, program and project management, and
employee health and safety.

2. An integral part of all organisational processes — risk management
is not a stand-alone activity performed in isolation. Rather, it is an
integral part of our governance and accountability framework,
performance management, planning and reporting processes.

3. Part of decision making - risk management aids decision-makers to
make informed choices, prioritise activities and identify the most effective
and efficient course of action.

4. Explicitly addressing uncertainty — risk management identifies the
nature of uncertainty and how it can be addressed through a range of
mechanisms, such as sourcing risk assessment information and
implementing risk controls.

5. Systemic, structural and timely — risk management contributes to
efficiency and to consistency.

6. Based on the best available information — risk management should
draws on diverse resources of historic data, expert judgement and
stakeholder feedback to make evidence-based decisions.

7. Tailored - risk management aligns with the internal and external
environment within which the Shire operates, and in the context of its
risk profile.

8. Human and cultural factors — risk management recognises that the
capabilities, perceptions and aims of people (internal and external) can
aid or hinder the achievement of objectives.

9. Transparent and inclusive — risk management requires appropriate
and timely involvement of stakeholders to ensure that it stays relevant
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and up to date. Involving stakeholders in decision making processes
enables diverse views to be taken into account when determining risk
criteria.

10.Dynamic, interactive and responsiveness to change — risk
management responds swiftly to both internal and external events,
changes in the environmental context and knowledge, results of
monitoring and reviewing activities, new risks that emerge and others
that change or disappear.

11.Continual improvement of the organisation — risk management
facilitates continuous improvement of our operation by developing and
implementing strategies to improve risk management maturity.

12. The Shire is committed to continuous improvement in the Risk Management
and ongoing monitoring and review will increase the Shire’s risk management
maturity. Within the Risk Registers, each risk contains details of risk treatment
plans which will be subject to ongoing monitoring and review.

STATUTORY AND LEGAL CONSIDERATIONS

13. Local Government (Audit) Regulations Amendment.
Amendments to the Local Government (Audit) Regulations 1996 came into
effect on 9 February 2013. Specifically, clause 17 which states:

"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 sub
regulation (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.”

In addition to the requirement for the CEO to prepare a report as outlined in
clause 17, the Regulation also stipulates an additional responsibility for the
Audit Committee as detailed in clause 16(c) which states:

"(c) Is to review a report given to it by the CEO under regulation 17(3) (the
CEO’ report) and is to —
(i) report to the council the results of that review, and
(ii) give a copy of the CEO’s report to the council.”
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POLICY CONSIDERATIONS

14. Risk Management Shire Policy.

COMMUNITY ENGAGEMENT REQUIREMENTS

15. Nil.

FINANCIAL CONSIDERATIONS

16. Nil.

STRATEGIC COMMUNITY PLAN

Strategic Planning Alignment

17. Kalamunda Advancing. Strategic Community Plan to 2023

OBJECTIVE 6.9: To provide a risk minimised and safe working environment in
every aspect of the Shire’s business.

SUSTAINABILITY

Social Implications

18. Nil.

Economic Implications

19. Nil.
Environmental Implications
20. Nil.

RISK MANAGEMENT CONSIDERATIONS

21. Risk Likelihood | Consequence Rating Action/Strategy
The Shire’s Possible Minor Medium Council endorsed
Risk Risk Management
Management Plan.
framework
fails to Monitoring and
adequately review of Risk
manage risk. Registers.
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OFFICER COMMENT

22,

23.

Risk Management is a core element of the Shire’s Corporate Governance
Framework and is an integral element of contemporary management
practices. It provides stakeholders with assurance that the Shire is proactively
managing its risk exposure.

The Risk Management Plan and Strategic Risk Register provide an integrated
and effective framework for the Shire to manage risk. The Risk Management

Plan and the Strategic Risk Register will be subject to ongoing review and will
contribute to continuous improvement within the Shire’s operations.

Motion

That Council suspend Standing Orders to discuss matter contained in this report.

Moved: Cr Tracy Destree
Seconded: Cr Sue Bilich
Vote: CARRIED UNANIMOUSLY (12/0)

Standing Orders were suspended at 6:57pm.

Motion

That Council resume Standing Orders after discussing matters contained in this
report.

Moved: Cr Noreen Townsend
Seconded: Cr Simon Di Rosso
Vote: For Against
Cr Allan Morton Cr Michael Fernie

Cr Noreen Townsend Cr John Giardina

Cr Simon Di Rosso Cr Geoff Stallard

Cr Sue Bilich Cr Brooke O'Connell
Cr Andrew Waddell
Cr Sara Lohmeyer
Cr Dylan O’Connor
Cr Tracy Destree

LOST (4/8)

Standing Orders remained suspended at 7.20pm.

Motion

That Council resume Standing Orders after discussing matters contained in this
report.
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Moved: Cr Geoff Stallard
Seconded: Cr Sue Bilich
Vote: CARRIED UNANIMOUSLY (12/0)

Standing Orders resumed at 7.30pm.

| Voting Requirements: Simple Majority

OFFICER RECOMMENDATION (A&R 06/2016)

That Council:

1. Endorses the Integrated Risk Management Plan (Attachment 1).

2. Reviews and endorse the Strategic Risk Register (Attachment 2).

3. Notes the revised Shire of Kalamunda Risk Management Council Policy —
Revised Management Procedures (Attachment 3).

Moved:

Seconded:

Vote:

COMMITTEE RECOMMENDATION TO COUNCIL (A&R 06/2016)

That Council:

1. Notes the Integrated Risk Management Plan (Attachment 1).

2. Reviews and notes the Strategic Risk Register (Attachment 2).

3. Notes the revised Shire of Kalamunda Risk Management Council Policy —
Revised Management Procedures (Attachment 3).

Moved: Cr Tracy Destree

Seconded: Cr Sue Bilich

Vote: CARRIED UNANIMOUSLY (12/0)
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Attachment 1

Integrated Risk
Management Plan

shireof ~
kalamunda
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Introduction

Intent

Risk Management is a core component of corporate governance and an integral part of
contemporary management practices. The aim of the plan is to ensure that the Shire makes
informed decsions in terms of its strategies and operations ensuring that risks and
opportunities are appropriately considered.

Purpose

The Risk Management Plan identifies the manner in which the Shire manages risk to ensure
that strategic, operational and project objectives are met. The Risk Management Plan
identifies the process, systems and templates used by the Shire to manage risk. The Risk
Management Plan is structured around AS/NZS/ISO 31000:2009, and the requirements
under the {oca! Government (Audit) Reguiations 1996,

What is Risk Management?

A risk is defined as the effect of unceriainty (either positive or negative) on business
objectives.

Risk management is the coordination of activities that directs and controls the organisation
with regard to risks. It is commonly accepted that risk management involves both the
management of potentially adverse effects as well as the realisation of potential opportunities.

In performing daily activities, risk management can be described as the collection of deliberate
actions and activities carried out at all levels to identify, understand and manage risk in order
to achieve the objectives of the Shire.

Benefits of Risk Management

The benefits of risk management embedded in all aspects of management are:

+ effective management of adverse events or opportunities that impact on our purpose
and objectives

+ ability to make informed decisicns regarding management of potential negative effects
of risk and take potential advantage of opportunities

+ improved planning and performance management processes enabling a strong focus
on core business service delivery and implementation of business improvements

« ability to direct resources to risks of greatest significance or impact

+ improvement in culture of the organisation enhancing staff capacity to understand
their role in contributing to the achievement of objectives

+ greater organisational efficiencies

Goals of the Plan
The Plan aims to;

+ integrate sk management within the Shire’s performance management cycle
« Ccommunicate the benefits of risk management
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convey the Shire's policy, approach and attitude to risk management

sat the scope and application of risk management within the organisation

establish the roles and responsibilities for managing risk

set out a consistent approach for managing risk across the organisation, aligned with
refevant standards and industry best practice

detail the process for escalating and reporting risk

convey the Shire's commitment to the periodic review and verification of the Risk
Management Plan and its continual improvement

describe the resources available to assist those with accountability or responsibility for
mianaging risks

ensures the Shire meets its risk reporting obligations

manages the identifiable business risks relevant to financial reporting

whether the risk is a risk of fraud

whether the risk is related to recent significant economic, accounting or other
developments and therefore requires special attention

the complexity of transactions

whether the risk involves significant transactions with related parties

Principles Underpinning the Plan

The Australian Standard for Risk Management — Principles and guidelines (AS/NZ IS0
31000:2009) is based on 11 best practice principles. These principles underpin the Plan and
guide how to effectively and efficiently manage risk at all levels.

Creating and protecting value — risk management contributes to the achievement
of the Shire's objectives and improves performance in areas such as corporate
governance, program and project management, and employes health and safiety.

An integral part of all organisational processes — risk management & not a
stand-alone activity performed in isolation. Rather, it is an integral part of our
governance and accountability framework, performance management, planning and
reporting processes.

Part of decision making — risk management aids decision-makers to make informed
choices, prioritise activities and identify the most effective and efficient course of
action.

Explicitly addressing uncertainty — risk management identifies the nature of
uncertainty and how it can be addressed through a range of mechanisms, such as
spurcing risk assessment information and implementing risk controls.

Systemic, structural and well timed — risk management contributes to efficiency
and to consistent, comparable and reliable results.

Based on the best available information — risk management should draw on
diverse resources of historic data, expert judgement and stakeholder feedback to make
evidence-based decisions. As decision-makers, we should be cognisant of the
limitations of data, modelling and divergence amongst experts.

Tailored - risk management aligns with the internal and external environment within
which the Shire operates, and in the context of its risk profile.

Human and cultural factors — risk management recognises that the capabilities,
perceptions and aims of people (intemal and extermal) can aid or hinder the
achievement of objectives.

Transparent and inclusive — risk management requires appropriate and timely
involvement of stakeholders to ensure that it stays relevant and up to date. Involving
stakeholders in decision making processes enables diverse views to be taken into
account when determining risk criteria.
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10.Dynamic, interactive and responsiveness to change - risk management
responds swiftly to both internal and external events, changes in the environmental
context and knowledge, results of monitoring and reviewing activities, new risks that
emerge and others that change or disappear.

11.Continual improvement of the organisation - risk management fadlitates
continuous improvement of our operation by developing and implementing strategies
to improve risk management maturity.

Legislative Framework
Risk Management Policy

Intent:

The Shire of Kalamunda is committed to organisation-wide risk management principles,
systems and processes that ensure consistent, efficient, and effective assessment of risk in all
planning, decision making and operational processes. This will ensure compliance with the
Financial Reporting, Budgeting and Integrated Planning requirements of the Local Goveriment
Act (1995), Local Government (Financial Management) Reguiations 1996 and the Local
Government (Audit) Regulations 1996,

The {ocal Govemment (dudit) Reguiations 1996 includes a review by the Chief Executive
Officer on the appropriateness and effectiveness of the local governments systems in regard
to risk management, internal control and legislative compliance, and reporting the results to
the Audit and Risk Committee for consideration of that review, to the Coundil.

Definition of Risk:
AS/NZS IS0 31000:2009 defines risk as "the effect of uncertainty on objectives.”

s A risk is often specified in terms of an event or circumstance and the conseguences
that may flow from it. An effect may be positive, negative, or a deviation from the
expected. An objective may be financial, related to health and safety, or defined in
other terms.

« Definition of Risk Management: the application of coordinated activities to direct and
control an organisation with regard to risk.

Principles = Framework - Process

The Shire of Kalamunda considers risk management to be an essential management function
in its operations. They recognise that the risk management responsibility for managing specific
risks lies with the person who has the responsibility for the function, service or activity that
gives rise to that risk. The Shire is committed to the principles, framework and process of
managing risk as outlined in AS/NZS IS0 31000:2008.

The Shire of Kalamunda will manage risks continuously using a process involving the
identification, analysis, evaluation, treatment, monitoring and review of risks. It will be applied
to decision making through all levels of the crganisaticn in relation to planning or executing
any function, service or activity.
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In particular it will be applied to:

Strategic and operational planning

Expenditure of large amounts of money

New strategies and procedures

Management of projects, tenders and proposals

Introducing significant change

The management of sensitive issues,

The achievement of organisational goals and objectives.

Compliance with Local Government Act (1995), Local Government (Audit) Regulations
1996

The ongoing health and safety of all employees at the workplace

Ensuring public safety within the Council’s jurisdiction is not compromised.
Limited loss or damage to property and other assets.

Limited interruption to business continuity.

Positive public perception of Council and the Shire.

Application of equal opportunity principles in the workforce and the community.

Responsibilities

Executive, managers and supervisors have the responsibility and accountability for
ensuring that all staff are managing the risks within their own work areas. In each of
these areas, risks should be anticipated and reasonable protective measures taken.
All managers will encourage openness and honesty in the reporting and escalation of
risks.

All staff will be encouraged to alert management to the risks that exist within their
area, without fear of recrimination.

All staff will, after appropriate training, adopt the principles of risk management and
comply with all policies, procedures and practices relating to risk management,

All staff and employees will, as required, conduct risk assessments during the
performance of their daily duties. The level of sophistication of the risk assessment will
be commensurate with the scope of the task and the associated level of risk identified.
Failure by staff to observe lawful directions from supervisors regarding the
management of risks and/or failure of staff to take reasonable care in identifying and
treating risks in the workplace may result in disciplinary action.

It is the responsibility of every department to observe and implement this policy in
accordance with procedures and initiatives that are developed by management from
time to time.

It is the responsibility of the auditor to obtain an understanding of the local
government and its environment, including its internal control, sufficient to identify
and assess risks of material misstatement of the financial statements whether due to
fraud or error.

Council is committed morally and financially to the concept and resourcing of risk
management.
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Monitor and review

The Organisation will implement a robust reporting and recording system that will be
regularly monitored to ensure closeout of risks and identification of ongoing issues and
trends.

Risk management key performance indicators, relating to both organisational and personal
performance will be developed, implemented and monitored, by the Shire's Executive and
Council as appropriate

B e s Name
Date y S | Chief Executive Officer
Review Date / Y |

This policy is to remain in force until otherwise determined by Council.

Legislation

» Section 5.56(1) and (2) of the Local Government Act 1995+ Planning for the Future;
Regulation 17(1) (a) of the Local Government (Audit) Regulations: “The CEQ is to
review the appropriateness and effectiveness of a local government’s system and
procedures in relation to risk management”.

» Under regulation 17 (1) of the Local Government (Audit) Regulations 1996 the CEO is
to review the appropriateness and effectiveness of a local government’s system and
procedures in relation to -

(a) risk management; and

(b) internal control; and

(c) legisiative compliance.

17 (2) the review may relate to any or all of the matters referred to in sub regulation
(1) (3),(b) and (c), but each of those matters is to be the subject at least once every
2 calendar years.

17(3) The CEQ is to report to the audit committee the results of that review,

Australian/New Zealand Standard

o Alignment with the Australian/New Zealand Standard ISO 31000:2009 Risk
management — Principles and guidelines (AS/NZS ISO 31000).

A Framework for Managing Risk

Risk management should be implemented by ensuring that the risk management process is
applied to all relevant levels and functions of the organisation as part of its practices and
processes (principles and guidelines (AS/NZS ISO 31000:2009)).

Risk Management requires strong and sustained commitment by management of the
organisation as well as strategic and rigorous planning to achieve commitments at all levels
(Risk management — principles and guidelines (AS/NZS 1SO 31000:2009).
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o oo
Framework desian for
managing risk
"
Continual
improvement of the
framework
Monitoring and review
L of the framework
Mandate and Commitment

The introduction of risk management and ensuring its ongoing effectiveness require strong
and sustained commitment by management of the organisation, as well as strategic and
rigorous planning to achieve commitment at all levels. Management should:

define and endorse the risk management policy;

ensure that the organisation’s culture and risk management policy are aligned;
determine risk management performance indicators that align with performance
indicators of the organisation;

align risk management objectives with the strategies of the organisation;

ensure legal and regulatory compliance

Framework Design for Managing Risk

The component of a framework for managing risk includes:

An understanding of the organisation and its context
Establishing a risk management policy
Accountability

Integration into organisational processes

Resources

Shire of Kalamunda



Audit & Risk Committee 169
Minutes — 31 October 2016

« Establishing internal communication and reporting mechanisms
+ Establishing external communication and reporting mechanisms

Risk Governance & Risk Hierarchy Risk System
Accountabilities
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Risk Governance and Accountabilities

Risk mamagement is part of the Shire's strategy to promote accountability through good
governance and robust business practices, which confributes to the strategic objective of
creating a sustainable organisation to manage resources effectively in order to strengthen
service delivery.

The Shire s committed to embedding risk management principles and practices into its
organisational culture, governance and accountability arrangements, planning, information
technology, engineering, community services, reporting, performance reviews, business
transformation and improvement processes.

Through the framework and its supporting processes, the Shire formally establishes and
communicates its risk appetite, guiding staff in their actions and ability to manage risk.

The Shire has a low appetite for risks relating to:

+ health, safety and the wellbeing of staff and the community
+ administration of finances and assets
+ |egislative compliance

There is a potentially higher appetite where benefits created by innovative concepts and ideas
outweigh the risks. Benefits may include improved service delivery, and/ or increases
efficiencies and effectiveness of the Shire's operations.

In accordance with the Framework, each business unit and directorate will communicate their
appetite for sk as part of the risk assessment process.

To position the Shire as a risk-aware, responsive and resilient organisation, its risk
management approach is directed through:

10
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« compliance with relevant legislation, policies and procedures
« adlignment with standards and better practice guides to soundly support decision

miaking and continuous improvement or risk management practices
Effective risk management is modelled by:

+ |eadership demonstrated by the Chief Executive Officer and the executive management
team

« staff in all work contexts through their identification, analysis, evaluation, treatment,
mionitoring and review of risks that may impact in achieving the Shire objectives

The scope of responsibility and accountability for risk management is the business of
everyone. The success of the Shire's risk management strategy relies on all staff enacting the
risk management approach outlined in this framework.

Structures

The Chief Executive Officer (CEO) — under legislation the CED is required to review the
appropriateness and effectiveness of a local governments systems and procedures in relation
to risk management, internal control and legislative compliance at least once in every two
years and report to the audit and risk committee the results of that review.

Audit and Risk Committee — each local government is to establish an audit and risk
committee made up of at least three or more persons with the majority to be elected
members. It has an oversight role on all matters that relate to audits including the
appointment of the external auditor and review of reports from the CEQ, external auditor and
internal auditor. The audit and risk committee supports Council in its endeavours to provide
effective corporate governance and fulfil its responsibiliies in relation to controlling and
directing the affairs of the Shire.

External Auditor = is the person appointed by the local government under the Local
Government Act 1995 to undertake the audit of the accounts and financial report for each
financial year. An audit report and management report is then issued to the Audit and Risk
Committee,

Internal Auditor — is a person appointed by a local government to undertake an audit of
the adequacy and effectiveness of the internal control, legislative compliance, accounting
systems and procedures, review of policies, procedures and risk management in accordance
with an audit plan. The internal auditor is to report his findings to the CEQ, and as directed
by the CEQ, to the Audit and Risk Committee.

Risk Hierarchy

The levels of risks can be identified at different levels depending on what activity is being
assessed. These include:

Strategic Level Ris}

Strategic Level risks are associated with achieving the long term objectives of the Shire. These
risks can be of an internal or external nature and they are usually controlled by Council and/or
the Executive Management Team.

1
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In the context of integrated Planning and Reporting, Strategic Level Risks may include:

+ Risks associated with achieving the objectives of the Strategic Community Plan:
- Effective engagement with the community
- Equity in involvement
- Transparency of process
- Integration of informing strategies
Organisational acceptance of Strategic Community Plan
» Risks associated with delivering the Corporate Business Plan:
- Impact of new assets on changes to services
- Aligning service delivery to mest organisational objectives
- Resourcing and sustainability
- Alignment of local government structures and operations to support achievement

of objectives.
g tional | | Rish
Operational Level risks are assocated with developing the operational plans, functions or

activities of the local government. These risks have day to day impacts on the Shire and are
owned and managed by the person who has responsibility for the activity to the level of

delegated authority or capability.
In the context of Integrated Planning and reporting, Operational risk may include:

+ Risks associated with delivery of the Long Term Financial Plan
+ Risks associated with the development or delivery of the Asset Management Flan
» Risks assodated with the delivery of the Workforce Plan:

Project Level Ris}
Project level risks are associated with developing or delivering projects or discreet activities.

Project risks should be managed at each stage of the project by the person who has
responsibility for them.

Implementing the Risk Management Plan

Risk management shoukd be implemented by ensuring that the risk management process is
applied to all relevant levels and functions of the organisation as part of its practices and
processes (principles and guidelines (AS/MNZS IS0 31000:2009)).

Risk System

Bisk Management Process

The risk management process should be an integral part of management, embedded in the

culture and tailored to the business process of the Shire. The risk management process is
shown in the following diagram (AS/NZ 31000:2009)

12
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Communication and Consultation

Communication and consultation with external and internal stakeholders must take place
throughout the risk management process. Therefore plans for communication and
consultation must be developed at an early stage. This will ensure that issues relating to the
risk itseif, its causes, its consequences (if known), and the measures being taken to treat or
address them are managed.

It is an essential element of risk management as it helps stakeholders understand the basis
on which decisions are made, and the reasoning behind particular actions.

Transparent clear communications throughout the process will help meet the obligations on
local government for accountability and transparency.

Consulting with all stakeholders using a planned consultation process helps identify and
address risks through improved understanding and backed by proper documentation.

Establishing the Cent

By establishing the context, the Shire articulates its objectives, defines the external and
internal parameters to be taken into account when managing risk, and sets the scope and risk
criteria for the remaining process. While many of these parameters are similar to those
considered in the design of the risk management framework, when establishing the context
for the risk management process, they need to be considered in greater detail and particularly
how they relate to the scope of the particular risk management process.

13
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Risk Assessment

Risk assessment is the overall process of risk identification, risk analysis and risk evaluation.
It includes the following components:

» Establishing the context

» Identification of the risk

* Analysing the level of risk and establishing whether it meets acceptable levels of
tolerance

» Evaluating the risk in relation to the benefits it may provide

« Consideration on whether there are ways to mitigate risk and the treatment of risk.

Risk Identification

The Shire will identify sources of risk, areas of impact, events including changes in
circumstances) and their causes and their potential consequences. The aim of this step is to
generate a comprehensive list of risks based on those events that might create, enhance,
prevent, degrade, accelerate or delay the achievements of those objectives. It is also
important to identify any risks associated with not pursuing an opportunity.

The techniques used to identify risks associated with the development, transition and
operation of the SOK include:

Activity | Detail / timeframe Participants
Btrategic risk assessment as part of fin planning processes and Council, Executive
the decision making process phased implementation nd key
timelines keholders
Corporate risk analysis n annual planning cycle and at E:ncil, Executive
Ftey review points key
keholders
Dperational risk analysis enda item on all regular Al relevant Elected
ncil, project, committee and Members and
team meetings Dfficers
[nternal and external Emergency As required FExecutive, relevant
management ptaff and LEMC
Business Continuity IOngoing with regular review il relevant Elected
Members and Staff
Review of current risk treatments and JAnnually and as relevant Qi relevant Elected
Rssessment of future organisational Members and
and project plans in relation to risk Dfficers
[ncident / Issue reporting, When reported and monthly Il relevant staff and
jnvestigation and review keholders
Feedback processes Ongoing ﬂ relevant staff and
y stakeholders
14
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Risk Assessment Categories

Financial
Health
Reputation
Operation
Environment
Compliance
Project

Risk Analvsis

Risk analysis involves developing an understanding of risk. Risk analysis provides an input to
risk evaluation and informs decisions on whether risks need to be treated, and on the most
appropriate risk treatment strategies and methods. Risk analysis can also provide an input
into making decisions where choices must be made and the options involve different types
and levels of risk.

Risk Evaluation

The purpose of risk evaluation is to assist in making decisions, based on the outcomes of risk
analysis, about which risks need treatment and the priority for treatment implementation.

Risk evaluation involves comparing the level of risk found during the analysis process with risk
criteria established when the context was considered. Based on this comparison, the need for
treatment can be considered.

The Shire has a low appetite for risks relating to:

¢ health, safety and the wellbeing of staff and the community
« administration of finances and assets
* legislative compliance

There is a potentially higher appetite where benefits created by innovative concepts and ideas
outweigh the risks. Benefits may include improved service delivery, and/ or increases
efficiencies and effectiveness of the Shire’s operations.

Risk should be evaluated on the basis of materiality consideration to other matters incuding:

financial

health and safety
reputation
operation
environment
compliance
project

15
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The following chart provides examples to assist in the evaluation process in establishing
whether risks are considered to be:

¢ minor — immaterial and less than a $10,000 financial impact, a minor breach of policy
and will result in no health, safety or reputaticnal impacts of the Shire

« moderate — financial effect of between $10,000 and $100,000, may result in minor
injury and low reputational impact but can be contained within the Shire

¢ significant — financial impact of between $100,000 and $500,000, may result in
miaderate reputational impact, compliance breach requiring internal investigation

¢ major — financial impact of between $500,000 and $1 million, resulting in serious
injury, substantial reputational damage, compliance breach requiring extermal
investigation

¢ critical — financial impact greater than $1 million, potential fatality or permanent
disability widespread reputational damage, significant comipliance breach

16
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Risk Appeti { Tl

Given that local governments have limited resources, it is important to focus on the key risks.
The risk management methodology outlined below has been adapted from the Australian
JNew Zealand Standard on Risk Management (AS/NZ IS0 31000:2009) to provide a structured
approach for the Shire. This methodology will assist in the risk management process with
particular emphasis on the following:

Identifying the key risks facing the organisation
# Assessing whether the associated internal controls are effective
+ [dentifying whether further controls may be required

Step 1: Identify Risks

The first step is to identify the key risks facing the Shire. The purpose of the risk identification
stage is to consider those events that may affect the Shire's ability to achieve its objectives
and goals. It is important that careful attention is paid to this step because potential risks not
identified during this stage are likely to be excluded from further analysis.

Step 2: Analyse Risks

Following identification of the risks, each risk is assessed in terms of the causes and
consequences of each risk event. Following this, identified risks are assessed in terms of how
likely the event is to ocour (likelihood) and the possible magnitude {consequences of each
risk}.

Step 3: Risk Evaluation

The next step is to identify the existing preventative and mitigating controls that are currently
in place for each risk event. This provides for a residual risk level. Following this risk tolerance
is assessed determining whether the risk is to be accepted or further actions are required in
order to manage the risk.

If the risk tolerance decision is not accepted or is subject to further action, target risk ratings
are to be completed to determine a new target residual risk level.

Step 4: Risk Treatment

The final step is to treat risks and control activities with the implementation of any action
plans to correct deficiencies. It is also appropriate to identify the further controls that should
be implemented to ensure the risks are being managed at an acceptable level. Consistent with
the accountability principles of a robust corporate governance environment, each additional
control to be implemented should be assigned to a nominated responsible officer.

Risk Treatment

When a risk has been assessed there are a number of options available including:
+ Not undertake or continue with an activity
+ Increase the risk to pursue an opportunity

Remove the source of the risk

Change the likelihood of the risk

Share the risk with another party such as insurers

Retain the risk and ensure it is continually monitored.

18
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Monitoring and Review of Risk

An essential element of the risk management process is the monitoring and review of risk.
This may be by internal audit review of process and internal controls depending on the nature
of the process.

Iools _Risk Registers

The risk register enables staff to document, manage, monitor, review and update strategic,
corporate and operational risk information. Maintaining and updating the risk register allows
management to monitor and review risks in alignment with the strategic plan, divisional
operational plans, programs of change and other related plans.

Risk Reporting

As there is no one single risk report that meets the decision making needs of the Shire, risk
reports are to tailored by the accountable area and summarised using the preferred templates
to support management decision during the planning and review processes, and in support of
reports to Council.

Tools for Building Risk Capabil

A range of guides and publications are available to build staff awareness and develop skills by
enabling staff to proactively manage risk. This increased awareness and understanding
provides staff with greater self-confidence and willingness to take responsibility for the
management of risk across their business unit directorate.

Reoommended guides and publications include:

Risk Management Resources — Department of Local Government March 2013

« Section 7 of the Western Australian Local Government Accounting Manual —
Department of Local Government

« AS/NZS ISO 31000:2009 Risk Management — Principles and guidelines by Standards
Australia

« International Standard on Auditing 315 — Understanding the Entity and its Environment
and Assessing the Risks of Material Misstatement

Monitoring and Review

Review risk management performance against objectives

Review risk management IT system (CAMMS Module)

Review organisational risk management culture

Include review of the risk registers in strategic and operational planning and
budgeting.

Include Risk Management in all new business ventures and activities
Include Risk Management as part of purchasing process.

Include risk management in annual performance appraisals

Conduct annual risk management internal audit

Look for continuous improvement opportunities

Review if the Integrated Organisational Risk Management Plan used as reference and
orientation document

19
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o Review if risk management accountabilities and responsibilities are included in
position descriptions and KPIs.

o Review if hazard management processes aligned for both OSH and all organisational
risks

KPIs and Performance Measures

The Key Performance Indicators (KPI's) for Risk Management are in development. Currently
the Risk Management KPI measures the number of identified risks not mitigated.

Monitoring, Review and Continual Improvement of the
Framework

The monitoring and review will be a planned part of the risk management process and involve
regular checking and surveillance. Strategic risks should be reviewed six monthly by the
Executive. Project risks should be reviewed on an ongoing basis and operational risk should
be reviewed by each Directorate six monthly.

Responsibilities for monitoring and review should be carried our periodically and clearly
defined. The review process should encompass all aspects of the risk management process.

The main aim of the monitoring and review process is to:

» Ensure key controls remain efficient and effective within the Shire

* Provide early identification of changes in the risk context or risk assessment which may
require revision of the risk treatment

» Identify any new or emerging risk due to changes in circumstances including new
technology, new personnel, corporate restructuring, new business models, changes in
operating environment, new accounting pronouncements and legislative changes

» Review risks due to changes in legislation and procedures

« Independent investigations and reports with adverse findings requiring steps to be
taken in relation to risk and processes.

20
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Appendix
A. Risk Register

B. Example of Completed Template for Inclusion in Reports to Council on Risk Management

21
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Causes
Orwmer

Conssguences . Mitigating
Controls

Consequence

‘Current Risk Rating
Current . Risk
i Rating  tolerance
Residual
Likelihood ) Basis/ Drecision
Risk -
Scenario
Level

RISK TREATMENT ACTIOM PLAN

Target Risk Rating

Target

[ Rating Trestment Resporsible Due
Residual oy Action Person Date
Risk
Lewel

Consequence Likelihood Status

Scenario

2

Shire of Kalamunda



Audit & Risk Committee
Minutes — 31 October 2016

182

RISK

LIKELIHOOD

CONSEQUENCES

RISK RATING

ACTION/STRATEGY

1. Delays in supporting
Planning amendments

Unlikely

Minor

Ensure the WA Planning
Commission is fully briefed on
the planning merits of this
proposal
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Attachment 2
Risk Management Framework
Click HERE to go directly to the document

Shire of Kalamunda
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Attachment 3
Shire of Kalamunda Risk Management Policy — Revised Management Procedure

CM-HRO6 - Risk Management

Relevant Shire of Kalamunda Council Policy
CM-HROB6: Risk Management
Relevant Shire of Kalamunda Policy

Policy Intent

Risk Management is a core component of the corporate governance framewaork and the Shire is
committed to organisation-wide risk management practices that minimises the effect of uncertainty
on objectives and assists the Shire in taking advantage of opportunities.

Purpose

To establish organisation-wide risk management principles, systems and processes that ensure
consistent, efficient, and effective assessment of risk in all planning, decision making and operational

processes.

The Shire of Kalamunda considers risk management to be an essential management function in its
operations. It recognises that the risk management responsibility for managing specific risks lies with
the person who has the responsibility for the function, service or activity that gives rise to that risk.
The Shire is committed to the principles, framework and process of managing risk as outlined in
AS/NZS/ISO 31000:2009.

Definitions

Risk AS/NZS/TS0 31000:2009 defines risk as "the effect of uncertainty on
objectives.”

A risk is often spedified in terms of an event or circumstance and the
consequences that may flow from it. An effect may be positive, negative, or a
deviation from the expected. An objective may be financial, related to health
and safety, or defined in other terms.

Risk Management | The application of coordinated activities to direct and control an organisation
with regard to risk.

Detail

Principles — Framework — Process

The Shire of Kalamunda will manage risks continuously using a process involving the identification,
analysis, evaluation, treatment, monitoring and review of risks. It will be applied to decision making
through all levels of the organisation in relation to planning or executing any function, service or
activity.

In particular it will be applied to:
Page 1
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Strategic and operational planning.

Expenditure of large amounts of money.

New strategies and procedures.

Management of projects, tenders and proposals.

Introducing significant change.

The management of sensitive issues.

Risk management objectives.

The achievement of crganisational goals and objectives.

Compliance with Local Government Act (1393) Regulation 55.56(2).

The ongoing health and safety of all employess at the workplace.
Ensuring public safety within the Council’s jurisdiction is not compromised.
Limited loss or damage to property and other assats.

Limited interruption to business continuity.

Positive public perception of Council and the Shire.

Application of equal opportunity principles in the workforce and the community.

Roles and Responsibilities

Council
+ The Council determines the risk appetite appropriate to the achievement of the Shire's
objectives and will review this annually in line with a review of the risk profile.
+ The Council approves the risk management methodology which will be used by
Administration to identify, prioritise and respond to risk management issues.

Audit Committee
s The Audit Committee will oversee and make recommendations to Council on the Shire's
responses to risk issues and emerging risks. The Committes will also consider if the risk
management methodology is sufficiently robust, applicable and still relevant to Council.

Executive Management Team (EMT)
+ The Executive Management Team will receive and review reports on the Shire’s responses to
managing risks.

All Employees/Contractors / Consultants
+ Every employes within the Shire is recognised as having a role in risk management, this
involves vigilance in the identification and ongoing management of risks and participating in
the risk management process.

Page 2
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Key Success Factors

In using the Risk Matrix, it is important to recognise that in initial debate, unless there are subject
professionals or experts in the conversations the results will guide the discussions, but more
information will be needed to further define the risk level.

Monitor and Review

The Shire will implement a robust reporting and recording system that will be regularly monitored to
ensure closeout of risks and identification of ongoing issues and trends.

Risks assessed as extreme or high will be reviewed quarterly by the Executive Management Team
(EMT). Risks assessed as medium will be reviewed six-monthly by the EMT. Finally, Risks assessed
as low will be monitored annually by the EMT.

Risk management key performance indicators, relating to both organisational and personal
performance will be developed, implemented and monitored, by the Shire’s Executive and Council as
appropriate.

Related Budget Schedule

Authority

Adopted Next Review Date
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

07.

PURPOSE

1.

Sundry Debtor Write-Off 2016/2017

Previous Items N/A

Responsible Officer Director Corporate & Community Services
Service Area Finance

File Reference

Applicant N/A

Owner N/A

Attachment 1 Sundry Debtors Write off 2016/17
Attachment 2 Letter from Kalamunda Cricket Club

To consider the write off of sundry debts for the period 2016/17 identified
as uncollectable.

BACKGROUND

2.

DETAILS

4,

The Shire has a documented Policy and Management Procedure in regards
to debt collection. All requirements of the Policy and Management
Procedure have been adhered to in an attempt to collect the debt.

Under Council Delegation LGA 7, the Chief Executive Officer is delegated to
exercise the power or discharge the duties of the Council to write off the
debts where the relevant debt does not exceed $,1000. Debts exceeding
$1,000 and considered un-economical to pursue are recommended to
Council for a write off.

In August 2016, Kalamunda Cricket Club wrote to the Shire requesting the
amount of $2855.73 be written off as they have struggled to generate any
income for weekend games due to the inability to fully utilise the Pat Moran
pavilion due to the re-development of the Kostera Oval.

The amount of $2855.73 was made up of occupancy costs of $1267.80,
$436.50 recovery of costs for damages caused by club member and
$1151.43 being the instalment and guarantee fee amount related to the
self-supporting loan

A write off amount of $1,267.80 has been identified and is shown in
Attachment 1.

STATUTORY AND LEGAL CONSIDERATIONS

6.

As these debtors are related to monies owed to the Shire, the provision of
Section 6.12(1)(c) of the Local Government Act 1995 is applicable.
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POLICY CONSIDERATIONS
7. Debt Collection Policy S-FIN02

“ The Shire of Kalamunda is committed to ensuring that it manages its cash
flows in a manner that provides financial sustainability for the organisation.”

COMMUNITY ENGAGEMENT REQUIREMENTS
8. Nil.
FINANCIAL CONSIDERATIONS

0. The total budget allocation for doubtful and bad debts for 2016/17 is
$2,976.

STRATEGIC COMMUNITY PLAN

Strategic Planning Alighment

10. Kalamunda Advancing: Strategic Community Plan to 2023

Strategy 6.8.4 Provide effective financial services to support the Shire’s

operations and to meet sustainable planning, reporting and
accountability requirements.

SUSTAINABILITY

Social Implications

11. Nil.

Economic Implications

12. Nil.

Environmental Implications

13. Nil.
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RISK MANAGEMENT CONSIDERATIONS

14.

Risk Likelihood | Consequence | Rating Action/Strategy

Debts owing | Possible Minor Medium | Closely monitor
could outstanding debts
become and follow up using
larger if not both internal and
managed external resources.
and closely
monitored. Discontinue
providing further
services until debt is
paid in full.

OFFICER COMMENT

15.

16.

17.

18.

The Kalamunda Cricket Club has requested that the Shire write off the
whole amount of $2855.73 due to loss of revenue from decreased
membership and loss of bar revenue associated with the restricted use of
the Pat Moran pavilion during the Kostera Oval redevelopment.

The Shire has assisted the Club in the past by providing Club Development
funding via a cash donation of $14,500 in 2014/15 financial year. The
funding was provided to assist the club for unforseen financial hardship. In
addition to this donation, the Shire has paid for the turf maintenance for
amounting to $23,000 for previous years.

Following the redevelopment of the Kostera Oval, the Club will be better
placed to generate revenue from the use of the facilities. This will enable
the secondary income streams from the running of the bar to boost the
club’s financial position.

The debt requested for write off is partially supported with the amount for
occupancy costs of $1267.80 recommended for write off and a six month
credit extension be provided for the loan repayment component of
$1,151.43. With the cricket season about to commence, the extension will
be adequate period for the club to be in a more financially sustainable
position to meet its ongoing financial obligations.
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| Voting Requirements: Simple Majority

COMMITTEE RECOMMENDATION TO COUNCIL (A&R 07/2016)

That Council:

1. Authorises the write off of sundry debts totalling $1,267.80 as detailed in
(Attachment 1).

Moved: Cr Tracy Destree

Seconded: Cr John Giardina

Vote: CARRIED UNANIMOUSLY (12/0)
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Attachment 1
Sundry Debtors write off schedule - 2016/2017

Club operational expenses -
Pat Moran Pavilion
occupancy costs for
the period October
2015 to March 2016

Debtor Name Description of Amount Due | Reasons for write off
service provide $
Kalamunda Cricket | Recovery of 1,267.80 The club has fallen into

financial difficulties due
to decreased
membership and
negative impact on
income in past season
due to in-accessibility of
the Kostera Oval
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Attachment 2
Letter from Kalamunda Cricket Club

(2

]
S

Kalamunda Cricket Club Inc.
PO Box 1424
Kalamunda WA 6926

22" August 2016

Kalamunda Shire Council
Shire of Kalamunda

2 Railway Road
Kalamunda WA 6076

Dear Councillors,

Further to the letter from the cricket club and subsequent meeting with Shire staff, Councillor Destree and
Councillor Bilich, the Kalamunda Cricket Club would like the Shire Council to consider the waiving of our
outstanding charges relating to the 2015/16 season. The total amount outstanding is $2,855.73.

The past season proved to be difficult, both on and off the field, for the cricket club. The loss of revenue from a
decreased membership and significantly lower bar income has left the club in a precarious financial position
heading into the 2016/17 season. We feel this is directly attributable to the loss of our home ground for the
season and has put as at a severe disadvantage.

The club is extremely grateful for the opportunities the development will provide in the future; however, we feel
the club will be more able to take advantage of the new facilities if we are in a better financial position. As such,
the waiving of the 2015/16 outstanding charges would give us this opportunity and contribute to the ongoing
prosperity of the cricket club. We believe a strong and stable cricket club would provide the best possible return
on the people of Kalamunda’s investment in the sporting facility at Kostera Oval.

We hope the Council agrees that the waiving of the outstanding charges represents an appropriate course of
action and we look forward to your decision and would like to thank the Council in advance for the
consideration of this matter.

Yours sincerely

Glenn Docherty David Armstrong
KCC President KCC Secretary
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2.0

9.1

10.0

10.1

URGENT BUSINESS APPROVED BY THE PERSON PRESIDING OR BY
DECISION

Audit & Risk Committee Meeting Schedule 2017 (Cr O’Connor)

COMMITTEE RECOMMENDATION TO COUNCIL (A&R 08/2016)
That Council:

1. Request the Chief Executive Office to outline a series of
suitable dates to allow for four Audit & Risk Committee
meetings (if required) during 2017.

2. Request the Chief Executive Office negotiate with the
Chairperson of the Audit & Risk Committee a suitable
meeting date should the need arise for an unplanned
meeting to be called.

Moved: Cr Dylan O’Connor
Seconded: Cr Geoff Stallard
Vote: CARRIED UNANIMOUSLY (12/0)

CLOSURE

There being no further business, the Presiding Member declared the meeting
closed at 7:33pm.

I confirm these Minutes to be a true and accurate record of the proceedings of
this Committee.

Signed:

Presiding Member

Dated this day of 2016
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