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NOTICE OF MEETING
AUDIT AND RISK COMMITTEE

Dear Councillors

Notice is hereby given that the next meeting of the Audit & Risk Committee will be held in
the Council Chambers, Administration Centre, 2 Railway Road, Kalamunda on Monday
March 20 2017 at the conclusion of the Corporate & Community Services
Committee Meeting.

'Rhonda Hard
Chief Exe ve Officer
15 March 2017

Our Vision and Our Values

Our Vision

The Shire will have a diversity of lifestyle and people. It will take pride in caring for the natural, sodial,
cultural and built environments and provide opportunities for people of all ages.

Our Core Values
Service — We deliver excellent service by actively engaging and listening to each other.

Respect — We trust and respect each other by valuing our difference, communicating openly and
showing integrity in all we do.

Diversity — We challenge ourselves by keeping our minds open and looking for all possibilities and
opportunities.

Ethics — We provide honest, open, equitable and responsive leadership by demonstrating high
standards of ethical behavior.
Our Aspirational Values

Prosperity — We will ensure our Shire has a robust economy through a mixture of industrial and
commercial development.

Harmony — We will retain our natural assets in balance with our built

environment.
Courage — We take risks that are calculated to lead us to 3 baold new future. 4

Creativity — We create and innovate to improve all we do. shire of ;
kalamunda
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INFORMATION FOR THE PUBLIC ATTENDING COUNCIL MEETINGS

Welcome to this evening’s meeting. The following information is provided on the meeting
and matters which may affect members of the public.

If you have any queries related to procedural matters, please contact a member of staff.

Council Chambers — Seating Layout
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Audit & Risk Committee Meeting Procedure

1. Audit & Risk Committee has a membership of all Councillors.

2. The Committee makes recommendations only to Full Council (held on the fourth
Monday of each month at 6.30pm).

3. All other arrangements are in general accordance with Council’s Audit & Risk

Committee Terms of Reference February 2013.

Emergency Procedures

Please view the position of the Exits, Fire Extinguishers and Outdoor Assembly
Area as displayed on the wall of Council Chambers.

In case of an emergency follow the instructions given by Shire Personnel.

We ask that you do not move your vehicle as this could potentially block access
for emergency services vehicles.

Please remain at the assembly point until advised it is safe to leave.




Audit & Risk Committee Meeting
Agenda — 20 March 2017

1.0
2.0
3.0
4.0
5.0
6.0
7.0
8.0
9.0

10.0
11.0
12.0
13.0
14.0
15.0
16.0

INDEX
OFFICIAL OPENING......cciiiteeetiteeeietee sttt st 1
ATTENDANCE, APOLOGIES AND LEAVE OF ABSENCE PREVIOUSLY APPROVED............cc........ 1
PUBLIC QUESTION TIME ..ottt 1
PETITIONS/DEPUTATIONS ...ttt 1
CONFIRMATION OF THE PREVIOUS MINUTES........ccoctiiiieinierieeeeeeeesrese e 1
ANNOUNCEMENTS BY THE PRESIDING MEMBER WITHOUT DISCUSSION........cccecvevienienrinenn 1
MATTERS FOR WHICH MEETING MAY BE CLOSED ......ccceciviniinininieeceeenee st 1
DISCLOSURE OF INTERESTS ..ottt sttt s st sne s 1
REPORTS TO COUNCIL ..ottt 2
01. 2016 COMPLIANCE AUDIT RETURN ...ocveiiertieieeeesieseeesteeseesseessesseesseessesssesssesseesseessessesssesssesseens 3
02.  INTERNAL AUDIT REPORT MARCH 2017 ...cccvveiieiieiesieesieeieeieeteseesee e eseeseesneesneenseenseensesssessnens 8
MOTIONS OF WHICH PREVIOUS NOTICE HAS BEEN GIVEN ......cccecviineininceneneeeeeeeeee 26
QUESTIONS BY MEMBERS WITHOUT NOTICE ..ottt 26
QUESTIONS BY MEMBERS OF WHICH DUE NOTICE HAS BEEN GIVEN .......ccccoovvciiiiiniiincnene 26
URGENT BUSINESS APPROVED BY THE PRESIDING MEMBER OR BY DECISION................... 26
TABLED DOCUMENTS ...ttt sttt st et st sa s 26
MEETING CLOSED TO THE PUBLIC .....c.ooiiieieeereeerceee sttt 26

CLOSURE ..ottt ettt a et n e n e n e n e rennenes 26



Audit & Risk Committee
Agenda — 20 March 2017

1.0

2.0

3.0

4.0

50

5.1

6.0

7.0

7.1

8.0

8.1

AGENDA
OFFICIAL OPENING

ATTENDANCE, APOLOGIES AND LEAVE OF ABSENCE PREVIOUSLY
APPROVED

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 this Committee. For the
purposes of Minuting, these questions and answers will be summarised.
PETITIONS/DEPUTATIONS

CONFIRMATION OF THE PREVIOUS MINUTES

That the Minutes of the Audit and Risk Committee Meeting held on

12 December 2016, as published and circulated, are confirmed as a true and
accurate record of the proceedings.

Moved:

Seconded:

Vote:

Statement by Presiding Member

“On the basis of the above Motion | now sign the Minutes as a true and
accurate record of the meeting of 12 December 2016".

ANNOUNCEMENTS BY THE PRESIDING MEMBER WITHOUT
DISCUSSION

MATTERS FOR WHICH MEETING MAY BE CLOSED

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.)

Shire of Kalamunda
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8.2

9.0

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.

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.

01.

2016 Compliance Audit Return

Previous Items N/A

Responsible Officer Chief Executives Office

Service Area Governance, Strategy & Legal Services
File Reference FI-AUD-004

Applicant N/A

Owner N/A

Attachment 1 2016 Compliance Audit Return

EXECUTIVE SUMMARY

1.

To consider and adopt the 2016 Compliance Audit Return (CAR) (Attachment
1).

The completion of the CAR in its current format has been an annual
requirement for all local governments for the past 11 years. It focuses on
areas considered by the Department of Local Government and Communities as
key compliance requirements of the Local Government Act 1995 (the Act).

No items of non-compliance were detected with respect to the matters
examined in the 2016 CAR.

BACKGROUND

4.

DETAILS

7.

Every local government in Western Australia is required, under section 7.13
(1) (i) of the Act, to complete a CAR each year.

The CAR is produced by the Department of Local Government and
Communities (DLGC) and, once presented to Council and adopted is to be
submitted to the DLGC by 31 March.

The CAR is designed to be a tool for local government, allowing it to identify
those areas where legislative requirements have not been met and then
implement processes to ensure that such instances of non-compliance do not
continue.

The Terms of Reference of the Audit and Risk Committee require the
Committee to review and make recommendations to Council on the completed
CAR.

The Terms of Reference state that “the report presented to the Audit and Risk
Committee should specifically highlight those cases of non-compliance which
have reoccurred”.

The 2016 CAR covered the nine specific topics and 87 questions compared to
nine topics and 78 questions in 2015 and 2014.

Shire of Kalamunda
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10. No items of non-compliance were detected with respect to the items examined
in the 2016 CAR.

STATUTORY AND LEGAL CONSIDERATIONS

11. Regulations 14 and 15 of the Local Government (Audit) Regulations 1996
provide for the completion, adoption by Council and certification by the Shire
President and Chief Executive Officer of the CAR. Additionally, the regulations
require the certified return to be submitted to the DLGC by 31 March 2017.

POLICY CONSIDERATIONS

12. There are no policy considerations related to the CAR.

COMMUNITY ENGAGEMENT REQUIREMENTS

Internal Referrals

13. Input to completion of the CAR was provided by a number of Business Units.

External Referrals

14. Public engagement is not required with respect to the CAR.

FINANCIAL CONSIDERATIONS

15. There are no financial implications arising from the CAR.

STRATEGIC COMMUNITY PLAN

Strategic Planning Alignment

16. Kalamunda Advancing. Strategic Community Plan to 2023
OBJECTIVE 6.7: To provide a business environment that strives for
continuous improvement through the use of highly effective business systems

and processes.

Strategy 6.7.2 Regularly review services, business processes and
standards offered by the Shire to ensure they meet community needs.

SUSTAINABILITY
Social Implications

17. Nil.

Shire of Kalamunda
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Economic Implications

18. Nil.
Environmental Implications
19. Nil.

RISK MANAGEMENT CONSIDERATIONS

20. Risk Likelihood Consequence Rating Action/Strategy
Failures Possible Moderate Medium | Ensure
within improvements are
Administratio introduced to
n result in eliminate non-
detection of compliance.
non-
compliance.
That the Unlikely Significant Medium | Sufficient
Compliance information is
Audit Return provided that
is not satisfies Council the
adopted as Compliance Audit
required by Return has been
the completed as
legislation. required and should
be adopted.
OFFICER COMMENT
21. Whilst the document presented to Council indicates that all responses have

been provided by one particular officer, this relates to the online input process

for the CAR. Answers to various sections of the CAR have been provided by

relevant Business Units.

22. To improve the probity of the process for the 2016 CAR, the Internal Auditor
has undertaken an assessment of the completed Return. The outcome of this
assessment concluded that relevant information had been provided to support
the completion of the CAR.

23. It is satisfying that the Shire continues to maintain its high standards of
compliance with respect to those areas examined by the CAR.

Shire of Kalamunda
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| Voting Requirements: Simple Majority

OFFICER RECOMMENDATION (A&R 01/2017)

That Council:

1. Adopts the Compliance Audit return for the year ending 31 December 2016.
Moved:

Seconded:

Vote:

Shire of Kalamunda
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Attachment 1

2016 Compliance Audit Return

2016 Compliance Audit Return

Click HERE to go directly to the document

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

02.

Internal Audit Report March 2017

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 - Rates and Rate Rebates

Attachment 3 Internal Audit Report — Fees and Charges

Attachment 4 Internal Audit Report — Record Keeping

Attachment 5 Internal Audit Report - Trust Funds Cell 9
Developers Contribution

Attachment 6 Internal Audit Report — Compliance Audit Return
2016

Attachment 7 Review of Key Control Activities

Attachment 8 Review of Recommended Monitoring Activities

Attachment 9 Review and update of Audit Risk Register

EXECUTIVE SUMMARY

1. This Report provides Council with the findings and recommendations arising
from recently completed Financial Management Reviews conducted in
accordance with the provisions of the Local Government Act 1995, associated
regulations, Australian Accounting Standards.

BACKGROUND

2. Internal Audit conducted a review of several Financial Management Review
areas in accord with the Annual Internal Audit Plan (Attachment 1) to assess
compliance with legislative requirements and accounting policies. The Audit
findings were discussed with management.

3. Details of each audit review is contained in the Internal Audit Reports
(Attachments 2 to 9).

4. The Audit Risk Register (Attachment 9) has been updated with the findings of
the completed Financial Management Review areas. This enables the
monitoring of audit findings.

5. In accordance with the Audit and Risk Committee Terms of Reference, it is

recommended that a total of four meetings are held per year. It is proposed
that the following future meeting dates be scheduled:

e Monday 19 June 2017
e Monday 18 September 2017
e Monday 20 November 2017

Shire of Kalamunda
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It may be necessary to adjust the last meeting date so as to coincide with the
release of the final audit for the Annual Financial Statements.

DETAILS

Review of Rates, Rate Rebates

6. Reviewed the effectiveness of internal controls for the assessment of rates.
Review of Fees and Charges

7. Ensured that fees and charges are reviewed regularly and changes have been
approved by Council.

Review of Record Keeping

8. Reviewed and updated the risk control assessments for record keeping to
ensure records are adequately safeguarded and being properly maintained.

Review of Trust Funds — Cell 9 Developers Contribution

9. Reviewed the calculation and determination of developers’ contributions for
Cell 9.

Review of Compliance Audit Return for 2016

10. Established whether the information contained in the draft Compliance Audit
Return for 2016 was correct.

Review of Key Control Activities
11. Reviewed and updated Key Control Activities.
Review of Recommended Monitoring Activities
12. Reviewed and updated Recommended Monitoring Activities.
Review and Update of Audit Risk Register
13. Conducted a review and update of the Audit Risk Register.
STATUTORY AND LEGAL CONSIDERATIONS
14. Local Government Act 1995
Local Government (Financial Management) Regulations 1996
Local Government Functions and General) Regulations 1996

POLICY CONSIDERATIONS

15. Nil.

Shire of Kalamunda
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COMMUNITY ENGAGEMENT REQUIREMENTS
Internal Referrals

16. The matters reported were discussed internally with the appropriate staff and
managers.

External Referrals

17. Nil.

FINANCIAL CONSIDERATIONS

18. 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

19. 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.

SUSTAINABILITY
Social Implications
20. Nil.
Economic Implications
21. Nil.

Environmental Implications

22. Nil.

Shire of Kalamunda
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RISK MANAGEMENT CONSIDERATIONS

23. Risk Likelihood | Consequence Rating Action/Strategy
The Shire raises | Possible Moderate Medium | Rate modelling
incorrect rate with exception
levels. checking
Cash flow Possible Moderate Medium | Program in place
impacted by reducing interim
backlog of rates
interim rates
Fees and Unlikely Moderate Low Monitoring and
charges not review of fees and
raised in charges per
accordance with legislation.
legislation.

Ineffective Possible Moderate Medium | Additional test of
Disaster Disaster Recovery
Recovery Plan Plan

Cloud migration

strategy
Incorrect Unlikely Moderate Low Contribution levels
calculation of subject to review.
Cell 9 Cell 9 subject to
Contributions. Audit Review.
Compliance Unlikely Moderate Low Return reviewed
Audit Return and Manager of
incomplete Governance aware

of deadline
Breakdown in Possible Insignificant | Low Some testing
Key Control completed and
Activities proved satisfactory
Breakdown in Possible Insignificant | Low Some testing
Recommended completed and
Monitoring proved satisfactory
Activities

OFFICER COMMENT

24. The Financial Management Review was conducted in accordance with the
Annual Internal Audit Plan (Attachment 1) to assess compliance with
legislative requirements and accounting policies.

25. There were no material control weaknesses or deficiencies identified within the

Financial Management Review. All audit findings were discussed with
management and management responses along with audit findings are
included in the Audit Risk Register (Attachment 9) for monitoring and review.

Shire of Kalamunda
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26. The proposed dates for future Audit & Risk Committee Meetings are:

e Monday 19 June 2017
e Monday 18 September 2017
e Monday 20 November 2017

Voting Requirements: Simple Majority

OFFICER RECOMMENDATION (A&R 02/2017)

That Council:

1. Notes the following recommendations included in the Internal Audit Report
for March 2017 (Attachments 2 to 9).

Review of Rates and Rate Rebates

e It would be prudent to conduct a review of rates by district over a four
year period with district maps to ensure all properties are being rated.

e Interim rates are brought up to date to improve the shires cash flow.

e A person independent from entering data reviews all changes to property
master files.

Review of Records

e There should be a follow up of the disaster recovery plan to ensure all
material issues identified have been addressed.

Compliance Audit Return 2016

o Officer responding to each question in the Compliance Audit Return for
2016 should be the officer responsible for the response and not the
Manager of Governance.

Review of Key Control Activities

¢ When the IT System is reviewed and upgraded it would be preferable to
have preventive and monitoring controls built into the system which are
currently being done manually.

Audit & Risk Register

e There continues to be close monitoring of the Audit & Risk Register to
ensure matters identified are being addressed.

Shire of Kalamunda
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2. Approves the following proposed dates for Audit and Risk Committee
meetings:

e Monday 19 June 2017

¢ Monday 18 September 2017

e Monday 20 November 2017
Moved:

Seconded:

Vote:

Shire of Kalamunda
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Attachment 1

Internal Audit Report March 2017
Internal Audit Plan

Click HERE to go directly to the document

Shire of Kalamunda
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Attachment 2 — Internal Audit Report — Rates, Rate Rebates, Concessions,
Discount and Interest

Internal Audit Report - Key area of audit focus

Rebates,
Concessions,
Discount and
Interest

Audit Focus | Classification | Value $'000 Risk METESEATECE | QU
Judgement Matters
Revenue Rates and Rate | Estimate $100 | Medium Yes Yes

Details of risk

1. Council does not raise the correct level of rate income.

2. Interim rates not being processed promptly affecting the cash flow of the Shire.
3. The property master file does not remain pertinent.

Audit procedures performed
Reviewed and updated the Risk Control Assessment Worksheet for details of risk (listed

above) with the Manager and Coordinator to establish whether core and additional controls

are in place. This included:

1. Whether reconciliations are undertaken of all rateable properties within the Shire

with district maps to ensure all properties are rated (excluding properties exempt

from rates).

2. Whether Interim and back rates are being raised promptly.

3. Whether independent reviews are carried out of all property master file changes to

ensure information is entered correctly and any errors corrected.

Conclusions

1. There are over 24,000 properties within the Shire which makes it an onerous task

the Shire is not resourced to carry out on a regular basis.

2. There is a six month backlog of interim rates to be raised with steps being taken to
address the backlog.

3. There are no independent reviews of master file changes which may result in errors
going undetected and the property master file being inaccurate and not pertinent.

Control deficiencies
1. Council may not be raising the correct level of rateable income as no systematic
detailed checks are being done with area maps.

2. There is a backlog of interim rates to be processed which will have a detrimental
impact on the cash flow of the Shire.

3. Errors in the property master file going undetected and the file not being pertinent.

Shire of Kalamunda
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Audit Recommendations

1. It would be prudent to consider doing a reconciliation of districts by location (i.e.
Forrestfield, Kalamunda, Wattle Grove etc.) covering the whole shire over three to
four years as legislation allows the recovery of rates for up to five years if a
property as not been rated.

2. Interim rates are brought up to date as early as possible.

3. A person independent from entering data reviews all changes to the property
master file.

Managements Response

Rates modelling is undertaken together with exception checking.

Interim rates are currently being updated with an expected completion date of mid- May
2017.

Shire of Kalamunda
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Attachment 3 — Internal Audit Report — Fees and Charges

Internal Audit Report - Key area of audit focus

Audit Focus | Classification | Value $'000 Risk MEMEERNENS | QUISETEIE
Judgement Matters
Income Fees and Unquantifiable | Low Yes Yes
Charges

Details of risk

1. Fees and charges are not reviewed regularly and updated with potential loss in

revenue.

2. Non-compliance with legislation, namely amendments to fees and charges following
adoption of the annual budget, have not been approved by Council.

Audit procedures performed
1. Establish whether fees and charges have been reviewed and whether GST was
applicable for new fees or charges

2. Ascertained whether amendments to fees and charges following adoption of the
annual budget had been approved by Council.

Conclusions

1. Fees and charges were properly reviewed and updated prior to the adoption of the
annual budget, and included with the budget adoption papers presented to Council.

2. Amendments to fees and charges (bonds) were taken and approved by Council
following the adoption of the annual budget.

Control deficiencies

Nil.

Audit Recommendations

Nil.

Management Response

Nil.

Shire of Kalamunda
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Attachment 4 — Internal Audit Report — Record Keeping

Internal Audit Report - Key area of audit focus

Audit Focus | Classification | Value $'000 Risk MEMEERNENS | QUISETEIE
Judgement Matters
Records Record N/A Medium Yes Yes
Keeping

Details of risk
1. Records are inadequately safeguarded.
2. Records are either not recorded, inaccurately recorded or not recorded at all.
3. Inadequate response from a disaster event.

Audit procedures performed
Reviewed and updated the Risk Control Assessment working papers with the Corporate
Information Coordinator to ascertain whether important core and additional controls for
safeguarding and recording of records and compliance with legislation are in place.
Controls assessments included whether:
1.1 Records are stored in a secure and safe location.
1.2 Access to records is in accordance with security classifications and protected from
potential violation.
1.3 There is a proper Records Keeping Plan in place approved by Council and
submitted every five years to the State Records Commission (SRO).
1.4 Minutes of Council Meetings are secured in bound minute books and minutes are
signed and dated.
1.5 There are proper procedures in place for access to Shire records by the general
public under the Freedom of Information Act 1992.
1.6 Access to Shire records by Elected Members to be through the Chief Executive
Officer in accordance with the Local Government Act 1995.
1.7 Disaster Recovery Plan is in place and there is a Vital Records register.
1.8 There are procedures for the authorised disposal of Shire records.
1.9 Changes for access to Shire records is based on authorised approvals.

2.1 Officers that have custody of records are aware of their statutory obligations
under the State Records Act 2000.

2.2 Regular training is provided to records staff on their statutory obligations.

2.3 There is good record keeping of all digital records as they can be more vulnerable
to loss or unauthorised modification.

2.4 Records required to be permanently retained are held with the Shire archives.

2.5 All employees and contractors providing services to or on behalf of the Shire
comply with the Records Keeping Plan.

2.6 The Code of Conduct (under Section 7 — Working Ethically with Shire Resources)
documents the appropriate use of Shire resources which is reviewed and updated
regularly

Shire of Kalamunda
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Conclusions

1. Records are adequately safeguarded and protected from potential violation. There
is a Record Keeping Plan in place presented to Council on 15 September 2014 and
submitted to SRO. Amendments to Plan approved on 15 December 2014. The next
review is due by 5 December 2019.

2. Minutes are signed and dated, being bound regularly and placed in a fire proof safe
in the strongroom.

3. There is a Disaster Recovery Plan and Vital Records register in place.

4. The State Records Commission approved the amended Record Keeping Plan for the
Shire. Recommendations made by the State Records Commission around
strengthening training and improving the Shire’s Record Keeping Plan are being
implemented.

Control deficiencies
Only one test of the Disaster Recovery Plan has been undertaken since the plan was
adopted highlighting some deficiencies regarding the timeliness of service resumption.

Audit Recommendations
There should be a follow up test of the Disaster Recovery Plan to ensure all material
issues identified are effectively addressed.

Management Response
The Shire is currently developing a cloud migration strategy. In addition, there is
current off site Disaster Recovery site which is operating in parallel with the proposed
cloud migration testing.

Additional Disaster Recovery testing will be carried out as part of the cloud migration
strategy.

Shire of Kalamunda
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Attachment 5 — Internal Audit Report — Trust Funds Cell 9

Internal Audit Report - Key area of audit focus

Cell 9
Developers
Contribution

. e . Value . Management | Outstanding
Audit Focus | Classification $'000 Risk Judgement Matters
Trust Funds Wattle Grove N/A Low Yes No

Details of risk

1. The developers’ contributions for Cell 9 is inaccurately determined.

2. The calculation did not exclude restricted funds.

Audit procedures performed
1. Reviewed the determination and calculation of the developers contribution for Cell 9

agkwbd

Conclusions

Tested the calculation with supporting substantive information.
Ensured the determination of the developers’ contribution excluded restricted funds.
Reviewed the final agenda report.

Confirmed the balance of funds held in trust.

1. The final draft agenda report is backed by proper substantive information, and
excludes restricted funds of approximately $3.9 million belonging to the Education
Department.

2. The calculation of the developers’ contribution is accurately determined.

Control deficiencies

Nil.

Audit Recommendations

Nil.

Management Response

Nil.

Shire of Kalamunda
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Attachment 6 — Internal Audit Report — Compliance Audit Return 2016

Internal Audit Report - Key area of audit focus

Audit Focus

Classification

Value
$'000

Risk

Management
Judgement

Outstanding
Matters

Compliance
Audit Return
2016

Governance —
Legislative
Compliance

N/A Low

Yes

Yes. Return
to be
presented to
A&R
Committee
and Council
and
submitted to
DLGC by 31
March 2017
(the due
date)

Details of risk

1. Non-compliance with legislation for the period 1 January 2016 to 31 December
2016, due to failure to report matters of non-compliance to the external auditors.

2. Failure to lodge the Compliance Return through the A&R Committee and
subsequently to the Department of Local Government and Communities (DLGC) by
the 31st March 2017, resulting in an audit qualification and criticism from the DLGC.

Audit procedures performed
1. Reviewed the draft compliance return for 2016 and discussed proposed

amendments with the Manager of Governance.

2. Tested whether the information contained in the return is accurate.

Conclusions

1. Information contained in the Draft Compliance Return for 2016 is incomplete and
not endorsed by the officer responsible for the response.

2. The Compliance Return 2016 is on the agenda for the next Audit and Risk
Committee Meeting to be held on the 20 March 2017, and is to be accepted by
Council for approval and presented to the Department by the 31 March 2017 (the
due date).

3. There were no reported complaints recorded in the 2016 Complaints Register.

4. There were gaps in the return to be completed namely on disposal of property
questions 1 and 2, and on Official Conduct questions 21 to 25. These were brought
to the attention of the Manager of Governance for updating.

5. The responses tested and comments made to questions tested appear correct and
accurate.

Shire of Kalamunda
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Control deficiencies
Nil. The draft return has the Manager of Governance as the respondent. It is preferable
for the officer responsible for each response to be the preferred respondent as opposed
to the Manager Governance.

The completion of the return as per the" Completion Checklist " using the Smart Hub
Portal for respondents to be completed individually by a number of staff members is
preferred, as it would identify the individuals responsible for the completion of their
appropriate section of the return.

Audit Recommendations
The respondent for the Audit and Risk Committee in the draft return is the Manager of
Governance. This has occurred for a number of years and although acceptable by the
Department of Local Government and Communities, a councillor raised this matter
before and would prefer to have the officer responsible for the response being the
preferred respondent to each of the questions. This should be carried out as it is
permissible using the Smart Hub Portal and distinctly identifies the responsible officer.

Management Response
The Compliance Audit Return 2016 will be submitted to Council and the DLGC by the
31 March 2017, and responses will include the names of officers responsible for the
compliance function.

Shire of Kalamunda



Audit & Risk Committee
Agenda — 20 March 2017

23

Attachment 7 — Internal Audit Report — Key Control Activities

Internal Audit Report - Key area of audit focus

Audit Focus | Classification | Value $'000 Risk MEMEERNENS | QUISETEIE
Judgement Matters

Risk Key Control Low Yes Yes

Management | Activities

Review

Details of risk

1. Reliance on manual controls to prevent general ledger postings exceeding budget
allocations.

Audit procedures performed

1. Reviewed and update of Key Control Activities.
2. Established whether controls continue to remain in place.

Conclusions

1. There are manual controls in place to monitor and explain significant variances by
nature and type and program each month
2. The Shire undertakes two budget reviews per annum, the Statutory Mid Term
Review and an additional first term review.

3. Monthly management reporting by business unit is undertaken reporting variances
against budget.

Control deficiencies
1. The computer system does not have inbuilt controls in place to prevent or detect
errors e.g. flagging actual amounts that exceed budget by more than $50,000 or

10% of the general ledger line item.

Audit Recommendations
1. When the system is reviewed and upgraded, it would be beneficial to have these
controls built into the upgraded Synergy financial reporting accounting system.

Management Response
Management will look into these improvements and discuss them with IT Vision (the
software supplier) to establish if these improvements can be made.
Monthly reporting is reviewed by business units and Directors to ensure budget
monitoring.
Monthly management reporting will continue to be closely scrutinised ensuring that
budget variances are closely monitored.
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Attachment 8 — Internal Audit Report — Review of Recommended Monitoring

Activities

Internal Audit Report - Key area of audit focus

Audit Focus | Classification | Value $'000 S || MEMEDETTENE | QU ERE mE
Judgement Matters

Risk Recommended Low Yes Yes

Management | Monitoring

Review Activities

Details of risk

1. Internal controls put in place as part of the reported Recommended Monitoring
Activities have not operated effectively.

Audit procedures performed
1. Reviewed and updated documented Recommended Monitoring Activities to ensure

important controls remain in place.
2. Tested whether the documented controls in the Recommended Monitoring Activities
have continued to function.

Conclusions

1. The documented Recommended Monitoring Activities have operated effectively for
the past quarter.

2. There were a few minor changes in relation to who undertakes and monitors the
recommended monitoring activities. The review process in a few areas previously
conducted by the Manager Financial Services is now performed by the Financial
Services Coordinator. This person has the necessary skills to undertake this review
and is independent of the preparation function.

Control deficiencies

Nil.

Audit Recommendations

Nil.

Management Response

Nil.
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Attachment 9

Internal Audit Report March 2017

Review and update of Audit Risk Register
Click HERE to go directly to the document
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