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Audit Committee Meeting
Agenda for 17 September 2012



NOTICE OF MEETING
AUDIT COMMITTEE MEETING

Dear Councillors

Notice is hereby given that the next meeting of the Audit Committee will be held in the 
Council Chambers, Administration Centre, 2 Railway Road, Kalamunda on Monday 17 
September 2012 at 4.45pm.  

Audit Committee Meeting Procedure

1. Audit Committee is not open to the public.
2. Audit Committee has a membership of six Councillors.
3. Unless otherwise advised a Committee makes recommendations only to Full Council 

(held on the third Monday of each month at 6.30pm).
4. All other arrangements are in general accordance with Council’s Audit Committee 

Terms of Reference October 2007.

James Trail
Chief Executive Officer
12 September 2012
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AGENDA

1.0 OFFICIAL OPENING

2.0 ATTENDANCE, APOLOGIES AND LEAVE OF ABSENCE PREVIOUSLY 
APPROVED

3.0 CONFIRMATION OF THE PREVIOUS MINUTES

3.1 That the Minutes of the Audit Committee Meeting held on 2 April 2012 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 I now sign the Minutes as a true and accurate 
record of the meeting of 2 April 2012”.

4.0 CONFIDENTIAL ITEMS

4.1 Nil.

5.0 DISCLOSURE OF INTERESTS

5.1 Disclosure of Financial and Proximity Interests

a. Members must disclose the nature of their interest in matters to be discussed 
at the meeting.  (Sections 5.60B and 5.65 of the Local Government Act 
1995.)

b. Employees must disclose the nature of their interest in reports or advice 
when giving the report or advice to the meeting. (Sections 5.70 and 5.71 of 
the Local Government Act 1995.)

5.2 Disclosure of Interest Affecting Impartiality

a. Members and staff must disclose their interest in matters to be discussed at 
the meeting in respect of which the member or employee had given or will 
give advice.

6.0 REPORTS TO COUNCIL

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

05. Interim Audit Findings For Financial Year 2011-2012

Previous Items Nil
Responsible Officer Director Corporate & Community Services 
Service Area Corporate Services
File Reference FI-AUD-003
Applicant N/A
Owner N/A

Attachment 1 2012 Interim Audit Information Requirements
Attachment 2 2012 Interim Visit Report -31-07-12 – Draft Letter 

from Auditors  UHY Haines Norton
Attachment 3 2012 Interim Audit Findings and Management 

Responses
PURPOSE

1. To present the interim annual audit findings for the year ending June 2012.

BACKGROUND

2. In March 2012 the Shire undertook a tender process to appoint external 
auditors for a three year period and UHY Haines Norton, Chartered 
Accountants were appointed.

In May 2012 the Shire’s Auditors advised they would be undertaking an 
interim audit of the Shire’s account in accordance with the audit scope shown 
in (Attachment 1).

DETAILS

3. The Shire’s Auditor inspected the books and accounts from 5 - 7 June 2012 
and provided a report on their observations and findings.  (Attachment 2) 
outlines these matters.

4. The interim audit raised a number of non-compliance, system and procedural 
issues and gave three reminders as follows:

5. Compliance
Statement of Monthly Financial Activity 
Financial Report 
Budget 
Annual Report 
Minimum Rates Payments 
Differential Rates 
Tender Register 
Financial Interest Register 
Land Sales 
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6. System and Procedures
Payment Procedure 
Month End Reconciliations 
Purchases, Payments, Payables, Salaries and Wages 
Debtors 
Allocation of Overhead Costs 
Disaster Recovery Plan 

7. Reminders
Investment Policy 
Internal Audit Program 
Asset Management Plan and Long Term Financial

8. Details and explanations of each of these matters together with Management 
responses are shown in (Attachment 2) and (Attachment 3).

STATUTORY AND LEGAL IMPLICATIONS

9. Local Government Act 1995 and associated Regulations.

POLICY IMPLICATIONS

10. Nil.

PUBLIC CONSULTATION/COMMUNICATION

11. Nil.

FINANCIAL IMPLICATIONS

12. Nil.

STRATEGIC AND SUSTAINABILITY IMPLICATIONS

Strategic Planning Implications

13. Nil.

Sustainability Implications

Social implications

14. Nil.

Economic Implications

15. Nil.

Environmental Implications

16. Nil.
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OFFICER COMMENT

17. The issues identified in the interim audit have either been resolved to date or 
are in the process of being actioned to ensure the Shire addresses each of the 
areas found to be lacking from the interim audit conducted.

18. Nevertheless it should be noted that many of the issues identified in the 
Interim Audit are minor in nature and, with the exception of Disaster 
Recovery Plan issue, do not expose the Shire to significant risk.

Voting Requirements:  Simple Majority

OFFICER RECOMMENDATION (AU 05/2012)

That Council:

1. Notes the Interim Audit Findings for the 2011-2012 Financial Year.

2. Requests the Chief Executive Officer address any issues identified in the 
Auditor’s Interim Audit Report for the year ended 30 June 2012.

Moved:

Seconded:

Vote:
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Attachment 1

-
UHY=~~rton 

20121NTF.RIM AllUI'J' INfOR!\IATION REQUJREM£1\'TS 

Wr kindly rt>qursc )'Oil to ple11~ ~IUtlrt ~11 sta rr as der•iled on pug~· 4 a n: U\'a.ilablt' for thr duration of tbe-
vis:h to answer qutsdoo~. 

ln Otdet eo 111inimjse any disrupt~ to )vur oonnal operatioru; and make oot vis.it effic:ie.u pl~se fo•W3rd sc=nmd 

«>pi.:s (.pdff'i.lt:);) o( chc foUowing dotummcs to us as sooo as possible and &I less• two weeks pnor to our vlSiL 

Jn order to kttp track of tbr doculi)tnt$ a-nd maml.am the Slime soqueocc as our list. pleasr include numerical 
nunlbers a1 1.be beQinrtht.a ofttlt:J fik n:•mc itS below e.g. fiJe name for lhe secood document will bt "1· /.t~ca/ public 
ll(ltir'e qdv;S~·,.g of A~~nu•l GM~nrl Mutll•;: of ElecttU$~ 

N Ooc:umcotation r('qui.rf.mrnts for statulor~· 1Uauers Rt$pONiblt Suo Auarbed 
Prrsoo {Ytt:)(No)(NfA) 

I Local public I)C)lioe ad\•isins da1es ofCowiCil roeetin&S for lbe )~ilf. 

2 l.ocal publtc; oollce t~d,•isin& of Annual Geoe:ral Meeting ofEicc~ors. 

I 3 local public: oolioe advising of availabilit)' Qf Armual Rcp(lrl. 

4 l.Qc:al public rX>Ii~ of intcntttm to <:barge diffcmuial rates (where differential 
nnea ha\>e been raised). 

5 Couueil tcs:ohuiol'l Wl1ere l(x::ll 30venuocnt ltdoptcd a percentage or \t&Juc~ to 
be used 10 :it:-rh:mcol.s offimmcial acW.ity (or reponing material variantts. 

6 Council resolution whtte policit"s 81\d ddeg:uioi'IS rtQister w1.S reviewed --
7 Council 11$)luhl)r)S whf:rc <kcl.s.oo 10 approve the sale or any prop<:fl)' wnJ> 

mildc. 

8 Council resolution !lCCCJ)LitiS ilte AnnU:tal ll.ep<)fl. 

? Ct11.1ndJ re:soluuon.s wbere n1ltmders ba\·e beeu dec.ided upon. 

tO Council resolution where ar~y decisions m3de ;u a m~hng of electors were -
1- considered. 

~ 

ll Council ttSOimion v.ilcre lbc Plan for the future waS a4opred Of revie'"'-ocl. 

L2 CoundJ re~lu1ion where the Compliance Audit Rt1um for· ca1C21d3r yes!' 
ended I.Xccmbcr 2011 ~~ooas a<:ct"ptcd and a Copy or the $Jfp)ed Compliance 
Audit Rcttml. 

13 Council ~luhM where tbc. CEO has reponed oo tbe rcsuh of a review of the 
i'lppropriateocss and effocth-coe:s.s of l.bC' Financial Marlagerlltl'lt sysaems nod 
procedures of 1.bc local govemmtr~t (whetc ur~akt:n). 

14 Councn l'$)1utwn fMJopdna !he budge• foe lbe )'e8.rcodi~ 30 June 2012 

r•gc l of7 
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UHY~~=ton 

20121::"\'TF.RlM AlffiiT INFORMA!!Q~ 8t"QUlBHJt'i~"D -~IIt;~I::S,LI~I~outJnurd} 

Oocumrnl•tion r~uirtmtnts for $l31UlOI')' matttJ'S Responsible Pt.rfl>i1 Sta11 Anuchtd 

( ' ' ")(No)(NfA) 
15 Council rtSOiution adop1ing the review of lhe budget for the )'taT endin& 

30Jone 2012 
16 Copy of any resolutions wbete cooru:il bus adoptc.>d or ltiodifiod any 

accouming J)O!ic~s. 

17 Letter IOrwardiog t.bc Annual Financial Report for tbe ycat el.'lded 30 Jw~e 
20 11 to tbe Dcpnnmetu of LA>cal OovemJI'ttt'IL 

18 l.A:Uer f'orw;ardi.ng lbe rumuu.J budge1 (or lbe )'t!llt ending 30 June 2012 
10 the DtJKlrtment of I..OCIII (i()\'tnllneol.. 

1.9 U:ucr forv."Srdiog the Budget Review fot 1.be ye3; etkiill.& 30 Jw~e 2012 
following to the Depanment of local Govcrtn'IK'tll. 

20 CQPy ofF'J)T Return (if lodged), 

21 One oopy of each of the following pri1ucd I:.Otiees to includl! rate: payt!l'S 
detailed infQnn:uiol'l! 

i. Rate Instalment Not.ict; 
ii. lmerim R.atc Notice nnd 
jjj, lli$Wlment Reminder Noti-ce 

Wl~ere rckvruu also include the info bullcli.n d~1 acco.npartied l11e20 11112 
nuc in.<>talme-m 110t.lc.cs. 

22 ·rml BnJiln(:c to tbe<:od o( the mootb preceding oor visi1 in excel rom1aL 

23 If any disposal of P•'OpCI1y duti.ng llte yesr tO p3)' r.ues we ftleluirt: 1t copy 
of (()rl)lS 2 tO 6 in lenn$ ~(PM Regul;uions 72 to 78 along. witb all rele\'WU 
as:sochated dowmentaLiotL 

r, .... .., 
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IUH.Y Haines Norton 
Chal1""' ·''""'""'nt. 

I 
lOll JNTEIUM AUDIT INFORJ.\IATIO~ REQUIREMENTS- CHECKLIST {Contluutd} 

Plrase ensure the followio: doculttt'nts art rudUy ll''ailable for us to exandnt at tht tintt> of our vislL (Should "''t 
rtq••.ire ~OJ•ic5 o r a n)' tbC'$e clocumtiiiS " c wiiJ o1>tn.i11 tb~ du.ring our vi,;il). 

OO<'nmctnation to be btld In Data Room RC$ponslhlc person On rue 
(YelS)(I'"o)(N/ A) 

!4 Stp,nf'd minutes fot lhc year lii ll CC I July 201l. h'1Clude all minutes e.g. 
audit tommlnee, cletli)r$ c~t. (Plea~. If pqs$1bl~ eo..\'ure tba.t t.be l.ntest 

m.inuteJ art not tl"''a)' for billdi:og) 

25 Tender re&is:tcr. 

26 Delegations register. 

- -- --21 Regi..~erof li•~:tnclal l!ii'C(est.'l inctudi.Jl& Pri(naryfAttnual retutt'IS. 

28 End of Moruh proc:edures H.lcs for the yeor since I J \1))' 2011 wlmh should 
cootain l.be following: . Rc\•iev.'ed and signed B.1ok Recoocillations: . Re-viewed and signed ManU31 Rolling Rates Recol,c.ilialioo.; 

-. Re\•ie~A-ed aOO signed Rooeivablcs rcc.:oocili1moos of Oenernl 
Lcdg.cr to detailed aged Li~ings: . Revi~"'-cd and SilJ•ed Payables re<:l'!neiliatM)ns of Oel)(:r.sl Ledier 
10 ck4aikd aged lisdogs; and 

• Reviewed and 5iSf!ed Fixed Assc1 rrocmciliatiOfiS 

29 Copy of AonuaJ Budget for the y~~::~r eodmg 30 J~me 2012 appnwcd by 
CO\mcil. (We will requite a copy to wke away where 001 alrendy pro\'i<kd) 

3<1 COpy of Al'll'lulll Report f()l 1he year elided 30 JUlw: lOll :lJ!Pfl>vtd by 
Cocmc:il. (We willl":qulre n copy 10 tltkc ~away whl'!l'e 001 nlr<lldy pro\•idcd) 

31 Workings 10 Emplo)'Ce Numbe1s & mnuneratioo per Annual Rt'pOtt 2011 

32 Policy ManuaL 

JJ COOeof Conduet. 

33 Any mnhoriscd opcrnu~ proccdurt:$ relating to !.be Fioanci.al S)-stem. 

34 Any imun:tl or u temal ttsk assess fl\letUS whlcb bave been petfomled in 
tbc previous :Z )~~ 

35 Details of Council staff (Refer to Page 4 bclo\\') 

36 S1gncd Frnud nod !Zrror Lcttc:J sigood byC£0. (Refer 10 Page 5 below) 

IJ7 Sig1lCd Fraud and Enor lcctcr sigrted by P""""' rcspoosiblc for -
00\i!rn:lnce. (Jlefe:r 10 h~e 7 below) 

Please do not hcsiuue to eoo.tactus sltou.ld you ha\'C anyqueties ot requite any clarification of items •'eellleS:!ed. 
Pugd o( 7 
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IUII.f// Haines Norton _ n_":J'· chal101!0dAcoou-

zouJNTERrM AUDIT INFORMAT'IOK RROUTR£MENTS - CRP.CKLl!'iT rContinutcll 

r'"" corupkle tbo following ioformalioo in relation !0 the Council staiT meonbet> responsibl< r., "" funcdoos li$1ed. 

# function P&.~IIIOti T itle N•mt- Em•iiAddrns 
Sbnk Recondlilltw:n 

2 Rccelpting 

3 Payn.ems 

• Minutes 

5 R.st~ 

6 Payroll 

7 Fit131'1CiallotertSt R..t\P!~ott:r 

8 Tender R~gist.er 

• Ge,)(:ral Compliance - I-

10 Monlhly Reconciliations -
lkbtors, Creditors, Fixed 
AS.1ctS, CIC 

11 Aruwal Rq>Ofl 

12 Budget 
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U'LIII Haines Norton 
r~. CflanndAooourtanm 

[fo the Clticf Executive Officer 

Re: Fraud and error ossesswent ror the. )'t.tl.r ended 30 June 2012. 

We are prepariog to pert'orn1 o~1r lnteriol risk assessmem or your Council in relation to the audjt for the year ended 30 
une2012. 

I embers of' the management team an::-primarily responsible for providing sys~ems that mitig-ate the possibility of fra1.1d 
r error occurring within the organisation. As pan of the audil procc..c;s we are required to l'I$$CSS the risk of fraud or error 

>ecult'iJ,g within the organisation. In accordauce wilb Australiau Auilltiog Standards we are required to make enquiries 
f management as wc:U as those charged with governance of their asscssmcm of the risk of fraud or error occurring 
·ithin the organisation. 

1\s pan of this assessment we request you to briefly answer the following questions by tlckiog th~ appropriate box A.lld 
here appropriate providing an explanation in the spaces pro\'ided 

bould you wlsh to disc.uss any matters arising ple<'lse feel free to do this with us at any stage of the audit. 

ntcrnaJ control 

ln your opinion arc the internal conlrol systems adequate to mitigate the )Xki.'iibi1ity CJf fraud or mw QCCUrring wil.l:tin the 
organisation? 

V CS r No r If Jo,b. pl«rM t:plttin!WI.Yr'Jn$. 

2-. Are the io.lcrual oomrol s)IS(cms ;-tdcqua.tely documented to be enforoeabJe? 

\' c:s r No r ff•'h.~c:pklf"rctiJQu 

Do you believe the controls an:: adequately monito.n:d 10 en.<rure they an:: qx:rnting as intended? 

ties r No r 1/Mt.pko.\·Hxp!Dinrm.WtU 

~ Do .)<lu ronsidenhere to be any weru.nesse. in the entity 's internal controls'? 

1 

es r r-. o r 1/ ,.,_ p1""" """";" ""·"'"' 

~ Arc eh= any controls wlticb .)<lu chink could be b)'IXIssed or oveJTidden? 

I. CS r No r lfY .. ploosct<pWtM'<>.!rMS 

r· Oo you know of instances in the past in which thoseconll'Qis l:uwc been overridden? 

l'r'es r No r lfY4, pl~r,:spinmrr-tl'$()n$ 

I 

I 

I 
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Mbrcpn":5cnt~ttion in financ:i:ll !ltatcmcnts 

Oo you consider lhere to be any risk of fraud or ciTOr having a material impsCI (both individualty or cumulatively) oo any 
balances Or statements ro3de witbil'l the Final¥::ial Report.? 

cs r Nor /fY«J.p/tvJ~~~"ft(J.'i(lf!U. 

Arc you aware or any sctual inS1atlOCS of ITaud or error (either misrep:rcstn1otiol) of dma or misappi'OpJ'iatjoo of <'ISSets) 
within the Council? 

es i t'\o i JfYe~.pkw,uxpM~in~ 

Do >W suspect that frnud or error may be oocurring within d'tc Council (eveo if unlikely to have a material itnjXJct)'? 

CS r ~0 r /{Y6$.piMrer.vpNlln~. 

10. Have you rccch•od oommunicntion frorn any current or fom1er employee. Councillor, or o1ha" individual cQMo::lcd witb 
~ ~,. Cow>Cilaneg;,~g lh.11 f>a\id has occuned? 

1 

csr Nor /fY<>.p/«<k«p/•W.=.,~ 

Ft1u~r matter$ 

1. 1ryou hn\•e noy concerns or questions you would like us to ::address during tbc course of our a\•dit. please dcseribe 

Council Name:------------------

[ OJ>Iy CO>npleted by: 

~--' ---

roge6of7 
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-

U''-11/ Haines Norton 
n~. CllarindAoc:o,nrtlnl& 

ro the Chair of the Audit Committee 

j e: Fraud 11.nd error nsseument for tbe year tnded 30 June 2012. 

~Ve are prcpari.og to perfOnn our lntcrim risk assessmem of your Council in •-elatioo to the audit for tbe year ended 30 
June 2012. ln perfunning the engagement, the: Australian Auditing Standard!! require us eo consider the risk th.'l\ fro\ld 
could ooc:ur within the organisation. 

ptese, st~ndards require us to make enquiries of those charged with governance o f the risk of fmud within the 
r g:.tntsatton. 

Ve would appccciate you taking tbe time to brieOy answer the following questions in the $paces provided, and return 
his letter, preferably beron: the commencement of the audit, 

I. Do you believe the policies and pl'QCCdurcs in place witltin tbc· orgaoismioo arc adoq~te to minimise 1be •·isk of 
fraud to an appropriately low level? lf no, please provide an explanation and reasons- for your nnswer. 

vesr r-:or 1/•Vi.l.~c:tp~u.~ .. nwon 

2. Are you aware of an)' instances where policies and procedures bave not been adhen:d to which could have 
resuhed io a (raud QOCUning? J.f'ycs. please J)fOYide d~~ils. 

3. Have )'OU. during the past year, become aware of or suspected fraud witb.in the organisation? If yes. please 
provide del ails.. 

4. lfthere any conoems or questions you would like us to address during the course or our ::~udit. please describe~ 

f ound! Name:----------------­

r eply complc<cd by: 

jigoed: ________________ _ 

D31e~· ----------------
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Attachment 2

31 Juty 2012 

Cr Dylan CYConnor 
Tbc Chajrman 
Audjt Commiu~ 

Shire of Ka lamunda 
PO Box 42 
KALAMU:-.IDA WA 6926 

D.:ar Dyla!l 

INTERIM Al:OlT VISIT 

We have completed our onsitc procedures in respect ot' our imcn m audil vis i: from 5111 to gu. June 
2012. 

We have anachcd our r.!po!t which prcwidcs a summary of rmmcrs raised with maoagcmcm 
during our rc.,i ew tncludmg nuJug::mcnt "Comments. 

Please nmc, we will foJlow these up during our fi nal \'isit l!l:er in the yc.ar to help ensur.! 
appropriate action has been imrlem::mcd. 

Thi.s lcr.ter, together with the attached matters are provided for the purposes of general 
infOrmation only a.'ld arc not part o f our lbnnal !ludit reporting process. Our audit and 
managemem repons will be fom;ally 1ssu:d al the conclusion of our audit in respect of the year 
: nded 30 June 20 12. 

If' you ba\·c any qucncs regarding Lhcsc or other m1nH:rs, please oomacLIUI:. 

Yours sincerely 

DAVIO TO~·lAS! 

PARTNER 

~: Mr Jam:s Traii -Chici~Execu!ive 001tc! 
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1.0 

2.0 

3.0 

SHIRE OF KALA~It;NDA 

Compliance 

30 .June 2012 
Interim Visit Report 

CONTENTS 

J.J Statc:m::m of" Monthly Financi-ll Ac:uviry 
J.2 Fmanc1al Report 
1.3 Budget 
J.4 Annual Rc:pon 
1.5 Minimum Ra:c:s Paymc:n:s 
J.6 Difli:rc:naal Ra:c:s 
1.7 Tender Rc:gJs,c:r 
J.8 Fmanc1al !merest Rc:gis':c:r 
J • 9 land Sales 

Sys,c:m and Procedures 
2.1 Paymc:n: Procedure 
2.2 Month End Rc:ronciliations 
2.3 Purchases, Paymcm.s, Payablcs,.Sataric:s and Wages 
2.4 IXbtors 
2.5 Alloca.tion ot'Overhead Cos;s 
2.6 Di.sastc:! Rc.covc:ry Plan 

Rc:nuodcn 
3.1 Investment Policy 

32 lntc:mal Audi:: Progmm 
3.3 Asset ~·lanagcmcm Plan a.'ld Long Tenn Financial Plan 

4 
5 
6 
7 
8 
9 

10 
11 
12 
13 
14 
15 

16 
16 
16 
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1.0 CO~IPLL\NCE 

SHIRE OF KALMit;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

1.1 STATEMENT OF MONT HL \' FINAXCIAL ACTIVITY 

OR5fBV.\TI()NS 

Whilst !.he monthly slatemems of linandal activity djd no: include: variance.s between ye-ll 
to da:c 1!.\:tU!ll and year to date budge~ amoums as required by Financial ~lanagemem 
Regulation 34( I) (d), commentary was pnwtdc:d ibr the: overall Stat:m:m o f 
Comprc:hc:nsi\'c Income by ~·arun: and Type. 

As a resuh,. the commcmary on nu :crial variances cannot be agreed to material variances 
bl:r:wecn yell! to date actual and year to date budge:! amoun:s. 

We noted tn all ms:anccs, the cxplanauon of th-: composition of' n-et current :~sse:s \\"aS not 
presc:n:cd m the St:ltcmcm of' Monthly FiMndal Acdvity. 

CO~IMENTS 
J 

Whilst i i WBUid appear all material ,·ari:mces h:we be-en explained= 10 help ensure 
compliance wilb Financial Management RC$!Uiations .l4(1)(d) and 34(2)(b), male rial 
nlriances sbnuld be identified. 

The schedule renecting nun erial \'ariances should also be cross referenced 10 ch e 
schedule or explana tions for ' 'a riances. 

To help ensure compliance with f1nancia l Management Regulation 34(2}(a) ench 
statement nr Unancial acti\'ity should cnn1ain an explanation nf the composit ion or the 
nee currenc a.uers • 

.-\5 the a bon • ma ttcn r uiscd rcpr~sent non-complia nce- \\ hb FinBncial \f ttnn::rmcm 
Rt-;zululions. lhcy may be c-a rr ied forward to a ur audit report for the ) tar e 1~ded 31) .June 
l Oll. 

\IANAGE~1f:NT COMi\l E"\TS 

·2· 

;\ 'mt : TII!J. diJ:Iffll'ltnr !t)?ir ::udi: p!VpG.tl't rm!y m e!Qet.-<t~~~.~IJt nu:::trt dfJ.n.:o.utflnrt mcMS<'."J:t .'l.' tm:J fJ. ttnt !fl!t flt!M '" 
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1.2 Fl .:'\'ANCL-\.L REPORT 

OBSERVATION 

SHIRE OF KALMi t;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

The ann\l..!ll linancu l rcpon for t.~e y;:ar ended 30 June 201 1 was nm submitted to the 
Oepa."'tmcm of Local Govemm::nt withm 30 days ol' receiving the auditor 's repon as required 
by Flnancial Managemem Reguhl!ion 51(2). 

CO~ I M ENT 

To help ensure c-ompliance ,,;th st :uutor~· pro,·isions. ibis requircmen1 should be eorre;ctl~· 

addreued in fUiure. 

AJ the abon• mattt>r raised reprc:sents non·C(IOlpliancto ' ' ith the Financial i\hso:t~:t:rue•u 
Res:,ulut iuns.. it may he ca rried fon\ srd to ••ur audil n•pw·t fnr t ht> ) ear ended 30 June 
l Ol l . 

-

· 3· 
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1.3 BUDCET 

OBSERVATION 

SHIRE OF KALM i t;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INTERI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

The Budge::: (or 2011/12 was not submitted ::a the lnps.."'tmen: of Local (iovc:mment Within 30 
days of the repon being adopted. We noted lhe Budget was ndop.:ed on 25 Juty 20 11 and 
submitted to the Oepmmen: on 07 September 201 J. As a result the statutory requiremen: was 
breached by 12 days.. 

CO\IMENT 
/. 

In future, 10 h~lp eMure compliance \\hb Financial Managemen1 Reguladon 33 the 
Bud~el du.cument should be sent Ut the Depar tment within 30 days of its adoption. 

i\5 the a baYt matter r-ai.scd rc-presentll non-compliance ' ' hb Finanrial '\fan:t;:emcm 
Rc~ulari1ms. it muy be c:t:trl'icd fnrward to Dur audit r cp(lr t for th(' year ended 31) .June 
lO l l . 

~IANAGEMENT Ctlt\lME:\'TS 

1.4 AXNUAL REPORT 

OBSE RVATION 

Local public notice: of me aq !.il3bility of the: Annu.aJ Rcpon was no1 gin:n as required by 
S.:chon 5.55 of t.lit.<: Act 

CO~ I M ENT 

To help ensure compliance \\ith s"t:IIUIDf)' requirements. loca l public nntice of ch c 
a \·aiJabilicy of t he Annual Report should be ginn. 

\lA ' ' M jfM f!IOJ C ()r\·l r\1 f: i''I 5 

-4-
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1.5 Mh'IIM UM R .. \TESPAYMENTS 

OBSERVATION 

SHIRE OF KALM i t;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE l Oll 

Whis; rcviewmg the adop:ed ra:es m the 201 J/12 budget, we oo.:ect. in rd auon :;o UV 
lndustru:l category the number of propertks on whteh the minimum r<t:e paym-ent was imposed 
was more than 50% of the numlxr of sep!l!ately rttu:d properdes. 

CO~ I M ENT 

To help ensure complia nce with Seedun 6.35.(.&) of l he LDeal ( ;twernment Act. this 
r eq uirement s:hould be cor rectly addressed in 1he fu ture. 

We noted that the Shire has as,: reed to a ccept the State Ad ministrath ·e T r ib unal' s decision 
ut quash the ra tes and has agreed to refund the two rates in q uestion. 

AJ the abn\'C' mnuc:r nised ri'preunl oon 4 eomplianc:e \dJh Pan 6 or llte Local 
G<•' 'Et·nm£-m Act, this m:a) ht> can icd rorwaJ'd tu <•w· audil rcpor1 ror Lhe yc:~r ended 10 
.runt' 2012. 

~IAXAGE.\1 EXT C0.\1.\·1£ :\'l'S 
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1.6 J)IFFERENTIAL RATES 

OBSE RVATION 

SHIRE OF KALM i t;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE l Oll 

A brief stau:mc:m o f object!lfrcasons for Imposing the dH'ferc:utinl rates u<1s no; included in the 
rate: notice or information accomp:mying t.lit.c rate notkc as required by Fmanciat Management 
Rcgulauon 56(4Xa)(l). 

CO;\li\IENT 
/.' 

To help ensur e compliance wilb sta iU11)r)' pro,·i.sions> cb ese req uiremenh should be 
correclly addreued in the futu~. 

:\J tbe ab(tn• mat1c1· raiuod reprt.olit'Ut nlm-complianct with Fin:u u:ial \)a.ou:zeme•H 
Rcs:,ulutiuns. lhh may be car ried forward to ow· audit rcpOI'f for the )Cllr coded 30 June 
lO ll. 

-6-
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1.7 T ENDER REGIST ER 

OBSERVATION 

SHIRE OF KALMit;!\"DA 
~·JA TT ERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

Upon revie\o.', the tender register did not appear to be up to date in rcsp:.:~ of a ll necessary 
details. In par.icular, d.:::a1ls concemmg t.litc constdcnnion or sumnury or the amounts of 
considcnnion sought as required by Functions and General Rcgula uon 17(3) h-:~d not b~:ttn 
comple:cd m thrc:e (3) ln!Ham:cs. 

CO;\li\IENT 
/' 

\Ve rec.,mmend proct>dures be implemented 10 help ensur e these details art' recorded 
promptly and the register is cetmpkte with all neceuar~· r t.'q uirements. 

-1-
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SHIRE OF KALMi t;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

U l Fl:'lo'ANCIAL INT EREST REGIST ER 

OBSERVATIONS 

The rtgis>:er wa'i examined to ensure compliance with regulatory n:quiremen:s. The following 
mauc~s were: notod: 

Our review of the Annual and Primary returns of Councillors and S;aff revea!ed 7 of 19 
rcrums reviewed contained sections whtcb had been left blank: and 
At !he time of o-ur review, (he Financial Interest Reg1ster was not up dated t'rom Ja'luary 
2102 m rela;ion t:o tirut.'tcial, fmpa.•·ttality and proximity interc:s!S disclc..sed by Councillors 
and S':aff. 

CO~IMENTS 
/ ·~ 

To help ens uno r(!turns submiurd are nol at risk of bt'in:;: amt>nded"' we re.commend 
all sec:cions be eompleled. We note it i.s acceptable to rt'Cord 'NJA. Nil l)r ~o Chan~e nr 
to r ule a clear line thmugh aN/A section ( Departmenud Circular 18/2005); and 

All disclosed inlerests should be minuted and recorded in the fi nancial inlerest 
register (Adntinistra.tinn Regulation 28). 

\1.\ji,';}:Gfi" PiT C()MM £'fC5 
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1.9 LA.;\'0 SALES 

OBSERVATION 

SHIRE OF KALM i t;!\"DA 
~·JA TT ERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE l Oll 

During the period und::t review we no:cd ceruin blocks in Smokebush Estate were sotd by 

private treaty end no loc-ll public notice we.s given. 

CO~IMl:NT 

To help ensure compliance ''ith Section 3.58 (3) or 1he Act, local public notice or the 
pmposed disposition should be :;:in n. 

\ !.\ i'' :\{jEN E '\T C ()Mi\1 f~IS 

-9-
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2.0 SYSTEM AND PROCEDt:RES 

2.1 PA YMENT PROCEDURES 

OBSERVATIONS 

SHIRE OF KALMi t;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

Our review o fp!l)'mcms made du.ring the pc:nod under review revealed the following: 

• ln six (6) instances (out of' 50 samples}, purchase orders were raised after tlX in\'Oices 
had been received; and 

• In ee!"'!am msumccs, purcha.<oc rcquisidons were not attached lO purchnsc: orders. 

CO~IMENTS '·. 
To help ensure: 

• proper budgetary controls; 

• compliance with ch e Shire's purehasin~ policy; 

gond!i' in,·oiced an ordered: and 

purchase orders should be issued prior to stoods/ser,iees hein~ sourced and should 
contain all or the necessary details in relatilm to them (including quantity and price). 

In addHion, prior to payment authorisation. inn>iced amounts 5hould be n~ritied with 
prices quoted in the purchase ordl'rs. 

~IAXAGEME1\'T COMME~'TS 

· 10-
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SHIRE OF KALM i t;!\"DA 
~·JA TT ERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

2.2 MONTH END RECONCILIATIO.SS 

OBSERVATIONS 

Our rc•lk W oflh~ month end rcconciliadons revealed the t"ollowing: 

• Monthly man'J.lll rollmg reconciliations of propcny \'aluations were not prepared on a 
reguiM basis; 

• No regular re.:onciliations were prepared between physical s:ocks and the lc:dgcr 
balance for beverage stocks at dte n:crca;ion cen:rc on n regular basis; and 

• Th-e following reoonciliations wcrt not ren ewed by a pcn;on independent of 
preparation; 

Inventory; 
Daily reoz:ipts at the Sbm: Counters; and 
Library, Meals on Wheds and HACC. 

CO;\ll\IENTS 

To help emure ntluations are c:or n-ctly recorded and llte incestri t~· Df the ra tin:;: 
system is restularty maintained as changes frnm laod~:a te are ooti lied, reconciliationS 
should be prepared no a regular basis and re,·ie\nd by a ~eoior scaff mentbcr 
independent or preparation. T his re\·ien should ~ek to confirm the accuracy of the 
reconcilialion and should be e\·idenced accordin:;:ly. 

To help safeauard Shire resources, all numtb end recondliatino~ should be prepared 
in a t imely manner. T hey should be signed and dated by the preparer and should be 
re\·iewed by a person independent of preparation. 

The independent rn ' iewer should also s i~n and date th e recondliatinns as e'idence ur 
their review. · 

\IANAGE~1 f:NT COMi\l E"\l'S 
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SHIRE OF KALMi t;!\"DA 
~·JA TT ERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

2.3 PURCHASES, P:\YMENTS1 PAYABLES~SALARIES A~DWACES 

OR5fBV.\TI()NS 

• Review of me EFT payments s~'litem revealed changes to ercduors and staf'l' details in the 
system were not l't"\:!C'.\' C:d by a senior staff" member independent o f processing. 

• \Ve noted access to e re.ditors· ;md p!IYOOII :\BA fi les are not restricted tn amhorised 
personnel o f ~he Shir.:. 

CO\Ii'WNTS 

• To help ensure ALL changes to creditors and staff deta ils in the system are 
completely re,·iewed~ a senior staff nu.'mbcr independent of processing should re\·iew 
a system gtneratcd audit trail report shtt\\;ng all ehanJ,tes made on e,·ery r•-r. 

The independent re\·iew should seek to confirm the integrity nf the details in the 
system ror the subsequent crution of the ABA file and should he e\idenced 
accordingly. 

• To help ensure the ABA liles a re nol tampered with after their creation. access fl) 

these files should be limited to authorised personnel. 

~IAXAGE.\J EXT C0,\1ME:\'TS 

·12· 

;\ 'mt : TII!J. diJ:Iffll'ltnr !t)?ir ::udi: p!VpG.tl't rm!y m e!Qet.-<t~~~.~nt nu:::trt dfJ.n.:o.utflnrt mcMS<'."J:t ,'l: tm:J fJ. ttnt !fl!t flt!M '" 

upr~u IM" utrp!yc.ll;. op{r:u;u Gr UJ.II!':Im:'t'. ft J.lto11!d Mrt::4 i11 Mrljlitren'rm -..ills Ot."1' :m'tr!ng !ttltT !Js ft.J.,~' tif GUT 
fmt:r.m cut!:t l'!tf.:. 



Audit Committee
Agenda – 17 September 2012

Shire of Kalamunda

28

2.4 DEBTORS 

OBSERVATION 

SHIRE OF KALMi t;!\"DA 
~·JA TT ERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

As at 30 April 2012, the amount of sundry debtors outsumding for a period of greater than 60 
days was $93,742 or J6.8% of the to:al amOIJ.nt shown in the !lgcing analysis.. Of this , S73,797 
( 1 J%) was outs;anding fOr a period greater than 9() days. 

During our ass:s.smem of re.::overabilhy of these sundry debtors we no:ed there are debtors 
:~ged more than 90 da~·s v.·htch may be non rocoverable~ 

CO~IMENT 

To help ensure re·cnrded asseo are not impaired. reeO\' trahility shDuld be aueued on a 
rt>gular ba.liis. 

In addit ion~ follow up prncedures should be establi!shed in line with the adopted credit 
policy. 

-13· 
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SHIRE OF KALMi t;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE l Oll 

2.5 A LLOCATION O F OVERH EAD COSTS 

OR5fBV.\TI()N 

During our review of allocation of ove rhead cos:.~ we noted there we~e unaUoeatcd Plant 
( )ptruting Costs ofS231,787 as a: 30 Apnl 2012. 

Wh1ls; this hss no c f!C:c:: on the net operating result. u may dtston the true cost of indi\'"idual 
jobs nt a g1ven point in ume and monthly S>:atemcms of Fin:mcial Acth·n)' would not reflect 
the correct :~ lloca~ ions. 

CO)IMENT 

To help ensure all j obs a re accurately re flected on a timely basis~ we recommend the 
allocation rates and methodology be re,·ien ed on a regular basis. This would also help 
Council and stafT as they make management deebions on sesree resources. 

-14-
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2.6 DISASTER REC OVERY PLAN 

OBSERVATIONS 

SHIRE OF KALMit;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

A review o f storage of docum:nts mld record kez:pmg revealed ~he followmg: 

• Th~re is no d1se:ster reeo,·c:ry plan m place; and 

B!lckup lS mam:amcd on the second .SCI"\'C! bu1 this scrvc,r is kept in the: sa .rn: buildmg.. 

C<HIMENTS 

To help ensure uninterrupted operatinns and efficient document m:mastement: 

• A dis :ts~er reeo,·er~· plan should be de,•tloped ~~ond adopted: :md 

• A backup system should be maintained otTsite. 

~~A~'AG EM E~'T Ctl\1.1\1 ENTS 

;\ 'mt : TII!J. diJ:Iffll'ltnr !t)?ir ::udi: p!VpG.tl't rm!y m e!Qet.-<t~~~.~IJt nu:::rn dfJ.n.:o.utflnrt mcMS<'i,:t ,'l.' tm:J fl. ttnt !fl!t.flt!M to 
up,.~u IM" utrp!y c.~r;. op{r:u;u Gr UJ.II!':Im:'t'. ft J.lto11!d Mrt:t4 i11 Mrsjs;~ren'rm -..ilh or.7 :m'tr!ng !ttltr !11 ru..~· tif GUT 
fmt:r.m cut!:t l'!tf.:. 



Audit Committee
Agenda – 17 September 2012

Shire of Kalamunda

31

3 RE~IJNDERS 

3.1 INVEST~ tENT POLICY 

SHIRE OF KALM i t;!\"DA 
~·JA TTERS ~OTED & REQUIIUNG FOLLOW UP 

INT£RI~I \'lSIT \'EAR END EO J.l) .ftJNE lOll 

l ocal Government (Finanetal Managemcm) Regu!auons relating to um:stmc:ms have recently tx:en 
amended (ct'iC:cuve from 20 April 2012). 

Council should n:\•iew i':s current investment policy ~o help ensure it is in line wnh th-e amended 
requnements. 

3.2 INT ER..''A L AUDIT PROCRA .. \1 

During our m:erim audil vis it ~he rcsuhs of the internal audit program were nm avmlable for our 
rc\•iew. We will foUow these resu lts up at 9 lau:r stage of our engagement. 

3.3 ASSET MANACEM£1\'T PLAN AND LONG TER.\ 1 FIN ANCIAL PLAN 

.-\s out lined in our engagement letter, we will undert:ak:c a re\oiew of Shire's Assc~ ~·hlnagcmen: Plan 
and long Tem1 Fmaneial Pla.'l upon :the avaihtbility of relevant infOrmation. 
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SHIRE OF KALAMUNDA 

Responses to Interim Audit Management Report 

UHY Haines Norton 

1.0 COMPLIANCE 

1.1 STATEMENT OF MONTHLY FINANCIAL ACTMTY 

Auditor's Observations 

Whilst the monthly statements of financial activity did not indude variances 
betv;een year to date actual and year to date budget amounts as required by 
Finandal Mana-gement Regulation 34(1) (d), commentary was pro\'iderl for 
the overall Statement of Comprehensive Income by Nature and Type. 

As a result, the commental)' on material variances cannot be agreed to 
material variances between year to date actual and year to date budget 
amounts. 

We noted in all instaoces, the explanation of the compos~tion of net cu-rrent 
assets was not presented in the Statement of Monthty Financial Activity. 

Auditor's Comments 

VJhflst it would appear all material variances have been explained, to help 
ensure 
Compliance with f inancial Management Regulations 34(1)(d) and 34(2)(b), 
material variances sllould be identified. 

The schedule reffecting material vai'iaoces should also be cross referenced to 
the schedule of explanations for variaoces. 

To help ensure compliance with Financial Management Regulation 34(2) (a) 
each statement of financial activity should contain an explanation of the 
composition of the net current as:sets. 

As the above matters raised represent non-compliance \Nith Financial 
Management 
Regulations, they may be carried forward to our audit report for the year 
ended 30 June 2012. 

1 
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Management Comments 

Whilst the Shire accepts that there was not a column disclosing variances 
between actual year to date amounts and the estimated budget which 
appears to be what the audit finding is referring to, we advise that Financial 
Management Regulation 34(1) (d) does not stipulate how variances should be 
sho•Nn. ln tile Shire's case all major variances were reported in the body of 
reports to CounciL 

With the changeover in the financial f>'lanager's position at year eOO 2011 
and a contractor stepping in to fill the rofe~ the preparation of the net CUITent 
a~set position which reconciled to the closing position in the finandal activity 
statement (or termed "rate setting statement'') had been ovel1ooked. This 
•Nas highlighted- to the Shire by the aud:t mana-ger during the interim audit in 
May and the matter was rectified with the indusion of the net current asset 
position statement being reported since May 2012. 

The Shire has been preparing a full set of monthly staMol)' financial 
statements and a. quarterly corporate report detailing variances and 
commentary by business units for the year which is generated from tile 
CA.Mt-15 software system and provided to the Coundl. This woutd have 
compe11S3ted for the oversight noted above. A copy of this report has been 
provided. It is also noted that the mont11ly statutory statements provided 
induded the ''-statement of financial position"' which covers the disclosure of 
the net current asset position of the Shire •Nith the only exception of there 
being no disclosure on restricted or committed assets as required under 
Financial Management Regulation 34(2) (a) which is noted and corrected as 
stated above in the May and June Council reports. 

Effective from September 2012 th.e Shire will be improving its variance 
reporting by providing a monthly Variance report that is similar to the 
quarterly report wflich is produced electronically from the CAJ-1('.-15 budget 
management centre software. 

1.2 FINANCIAL REPORT 

Auditor's Observations 

The annual financial report for the year ended 30 June 2011 was not 
submitted to the Department of Local Government wtthin 30 days of 
receiving the auditor's report as required by Financial Management 
Regulation 51(2). 

2 
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Auditor's Comments 

To help ensure compliance •Nith statutory provisions, this requirement should 
be correctly addressed in future. 

As the above matter raised represents non-compliance wi th the Finandal 
Management Regulations, it may be carried forv1ard to our audit report for 
tile year ended 30 June 2012. 

Management Comments 

The 2010/ 11 annual financial report was inadvertently not submittea to the 
Department of local Government within 30 days of rec6 ving the auditor's 

report due to staffing changeover issues. By way of explanation th.e 2010/ 11 
end of financial year was a very difficult time for the Shire due to the 
impromptu resignation of the Manager Finand al Services during July 2011. 
This left the Shire vulnerable in its ability to simultaneously deliver the annual 
budget and the end of year financials. A temporary repfa1:ement was found 
however it took some time for that person to team the systems and create a 
set of year elld accounts and delays were inevitably experienced. 

The Shire has since recruited a suitably skilled Manager Financial Services and 
this stability will once again enab!e to the Shire to ensure oompliance •Nith 
statutory timeframes requirements in the future. 

1.3 BUDGET 

Auditor's Observations 

The Budget for 2011{ 12 was not submitted to the Department of Local 
Government witllin 30 days of tile report being adopted. We noted the Budget 
was adopted on 25 July 2011 and submitted to tile Department on 07 
September 2011 . As a result the statutory requirement was breached by 12 
days. 

Auditor's Comments 

In future, to help ensu:re compliance witll Financial Management Regu!ation 
33 the Budget document should be sent to the Department within 30 days of 
its adoption. 

As the above matter raised represents non-compliance with Rnancial 
Management Regulations, it may be carried forward to our audit report for the 
year ended 30 June 2012. 

3 
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Management Comments 

Tile 2011/ 12 adopted boo gel was inadvertently not submitted to the 
Department of Local Government within 30 days of adoption due to staffing 
changeover issues. By way of explanation the 2010/11 end of financial year 
•Nas a very difficult time due to the impromptu resignation of the Manager 
Finandal Services during July 2011. This left tile Shire- vulnerable in its ability 
to simultaneously deliver t he annual budget aOO the end of year financiats. A 
temporary replacement was found however it took some time for that person 
to learn the systems and finalise the annual budget documentation so delays 
\Nere inevitably experienced. 

Th.e Shire has since recruited a suitably skilled Manager Financial Services and 
this stability will enable to the Shire to ensure compliance with statutory 
timeirames requirements in the future. 

1.4 ANNUAL REPORT 

Auditor's Observations 

l ocal Public Notice of the availability of the Annual Report was not given as 
required by Section 5.55 of the Act. 

Auditor's Comments 

To help eAsure compliance with statutory requirements, local public notice of 
the availability of the Annual Report should be given. 

Management Comments 

Th.is issue is acknowledged and a new process wiU be initiated to ellSure the 
advertising of ava:lability of Report •Ni!l be done as required by the Local 

Government Act 1995. 

1.5 MINIMUM RATES PAYMENTS 

Auditor's Observations 

Whist revia•.ling the adopted rates in the 2011/12 budget, we noted, in 
relation to UV 
Industrial category the number of properties on which the minimum rate 
payment was im~=d 1Nas more than 50o/o of the number of separately rated 
properties. 
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Auditor's Comments 

To help ensure compliance with Section 6.35(4) of the l ocal Government Act, 
this requirement should be correctly addressed in the future. 

We noted that the Shire ha:s agreed to accept the State Administrative 
Tribunal's decision to quash the rates and has agreed to refulid the two rates 
in question. 

As the above matter represents non-compliance with Part 6 of the local 
Government Act, this may be carried fon.vard to our audit report for tile year 
ended 30 June 2012. 

Management Comments 

The Rates Book has been duly adjusted in light of the SAT findings. All monies 
have been refunded to the affected property owners. Action is now complet ed 

and Coundl adopted the re· imposed rates on 30{7/ 2012 as per the SAT 
ruling. t-tinutes are available for inspection. 

1.6 DIFFERENTlAL RATES 

Auditor's Observations 

A brief statement of objectsj reasaos For imposing the differential rates was 
not included in the rate notice or information accompanying the rate notice as 
required by Financial management Regulation 56(4) (a)(i). 

Auditor's Comments 

To help ensure compliance with statutory provisians1 these requirements 
shoukf be correctly addressed in the future. 

As the above matter raised represent non 4 compliance with Financial 
(vlanagement 
Regulations1 this may be carried forward to our audit report for the year 
ended 30 June 
2012. 

5 
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Management Comments 

Th.e Shire does not tota~ly agree that this is a non-compliance is.su:e. The Local 
Government act states that information about imposing differential rates 
shouki be induded or accompany the rates notice. The Shire believes that the 
'NOrd 'accompany' does not necessarily stipu!ate this information has to 
accompany the rates notice by way of paper distribution throttgh the mail. 
The Shire's information about tile objects and reason for imposing 
differential rates has to date been displayed on the Shire'S website rather than 
trying to include so much detail into tile rates notice. The weakness currently 
is that the Rates Notice does not reference a link back to the Shire's website 
and if it is deemed to be appropriate the Shire will ensure that this reference 
is included in Future years on the bad< of tile Rates Notice under the section 
called '\Additional Information', 

Tile information about objects and reasons is not brief and would consume a 
lot of space in the rates notice. It has to date been tl'le Shire's understanding 
holding this information on tt";e •Nebsite is a :satisfactory approach to 
complying with Regulation 56( 4)(a)(i) . 

Th:e following outlines the information displayed on the Shire's website and 
highlights the diffiaJ!ty in placing so much information on the rates notice . 

OBJECTS OF AND REASONS FOR PROFOSED DIFFERENTIAL RATES FOR THE 
YEAR ENDING 30 JUNE 2013 

The Shire of Ka!amunda provides services to a diverse and rapidly changing 
reglon consisting of residential, commercial, industria£ rural and special rural 
properties. Council owl/ extend the eJdsting differential rating approach for the 
2012/2013 financial year in an attempt to ensure the rate revenue is collected 
on an equitable basis, taking into consideration the levels of services provided 
to the different types of properties as well as the need to encourage specific 
types of activities within the region. 

The Local Government Act 1995 stipulates where land is used predominantly 
for rural purposes the rate levied shall be based on Unimproved Values (W) 
of the respective properties, and where the land is used predominantly for 
non-rural purposes the rate levied shall be based on Gross Rental Value 
(GRV). 

Couna7 will implement the following differential rating categon'es: 

Generai GRV 
Commercial GRV 
Industrial GRV 
GeneraiUV 
Commercial UV 
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VALUATIONS 
Landgate is the statutory authority responsible for the vaiuatfon process in 
accordance with the provisions olthe Local Government Ad 1995 and the 
Valuation of Land Act 1978 (as amended). Landgate carries out general 
va/uations at such times and frequency as it considers necessary. Where 
va/uations are used as a rate base, they should reasonably reflect the current 
market and be supported by sales and rental evidence. 

Unimproved (W) 
The definition of Unimproved Value (UV): 
"Means the capital amount that an estate of fee simple in the land might 
reasonably be expected to realise upon safe, assuming any improvements to 
the land had not been made". 
UV properties are revie1¥ed on an annual basis, effectJVe 1 July each year. 

Gross Ret>tal Valuations {GRV) 
The definition oj a Grass Rental Value (G.qV): 
"Means the gross annual rental that the land might reasonably be expected to 
realise if let on tenancy from year to year, upon condition the landlord were 
liable for all rates, taxes, insurance, and otner outgoings necessary to 
maintain the value of the land". 
GRV properties are reviea'ed every three years as per the Valuation of Land 
Act 1978 (as amended}, with the last review assessed as at 1 August 2009 
effective 1 July 2011. Properties on a GRVvafuation are assessed as follows; 

Developed- sales and rental evidence. 5% ol the Ccpital Value. 
Vacant Residential - 3% of the site value. 
Vacant Other - 5% of the site value. 

OBJEmONS TO VALVA TIONS 

There are provisions for ratepayers to lodge an objection to valuations within 
60 days of the issue of the rate notice. It is important any objedion to a 
valuation should be on the grounds the valuation is unjUst or incorrect and 
not simply based on the quantum ol rates payable. 

Further information and brochures on obj'edion procedures are available from 
Landgate by visiting their website at WWJ"'. !andgate.wa.gov.au. Ratepayers 
are also encooraged to telephone the Office on 9273 7373 to discuss their 
valuation concerns prior to lodging any formal objection. Objection to 
Valuation forms can also be obtained by contacting the Shire's Rates 
Department on 9257 9999 or e-mail rates@kalamunda.wa.gov.au. 

RATING YIELD OBJECTIVE 

In setting tne rate in the dollar for each category, Counetl has taken into 
considerabOn the fo!lovdng factors: 

7 
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Main Source of Revenue 
Rates revenue Wtll conbiwe to be the main source of revenue for the Shire. 
The Shire Will endeavour to access more grant funding for approved projects, 
but it is to be recognised there is increasing competition for a reducing 
pool. A large portion of/he fees and charges frJr the services provided by the 
Shire are set by Statuto;y Regulation~ and other fees are price 
sensitive. Thus the potential for increased revenue from sources other than 
rates is limited. 

Asset Nanagemet>t 
The Shire has under its management approximately 600 kilometres of roads 
and over 220 buildings. A large percentage of these are approaching, if not 
already passed, the stege where they need substantial repairs and 
maintenance. As with many local governments in Western Australia, 
infrastructure assets are in urgent need of care if they are to be effectively 
ublised over their planned !ilespan. 

DIFFERENTIAL RATES 

Category 1 -General GRV 
The General GRV rate applies to all properties with a land use that does not 
fall within the categories of Commercial or Industn'c!. The Shire of 
Kalamunda's rates historically are lower than our immediate neighbours and 
many other metropolitan counal~ with the /1inimum Rate in particular being 
appreciably lower. 

Rate in the dollar is 5.3626 cents with a minimum rete of $693. 

Category Z - Commercial GRV 
The Commerdal G.qv rate is levied on properties with a commerdalland 
use. The Fire and Emergency Services Lell}' (FES4} also distinguishes 
betvveen industrial and commercial property uses. It is noted that rate levies 
pa1i:l by commercial property owners are generally tax deductible. 

Rate in the dollar is 5.6307 cents with a minimum rete of $728. 

Category 3 - Industrial GRV 
The Industrial GRV rate is levied on properties with an industrial land 
use. The fire and Emergency Services Le")' (FESA} also distinguishes 
beh¥een industrial and commercial property uses. It is noted that rate levies 
paid by industrial property owners ere generally tax deductible. 

Rate in the dollar is 6. 0059 cents with a minimum rate of $778. 

Category 4 - General UV 
This category is applied to all rural properties which do not fell into or;e of the 
other categories, and is the base for computing the rate in the dollar for 

8 
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Unimproved Value properties. The "aluations of UV properties are reviewed 
on an annual basiS by Landgate. 

Rate in the dollar is a2552 cents with a minimum of 5693. 

Category 5 - Commercial UV 
The Commercial W rate is levied on properties with a commercial/and 
use. The Rre and Emergency Services Lew (FESA) also distinguishes 
beh¥een industrial and commeraat property uses. It is noted that rate levies 
paid by industrial property owners are generally tax deductible. 

Rate in the doilar is a2680 cents with a minimum rate of ?728 

Summary 
In ardving at the proposed rates in the dollar the Couno1 has attempted to 
balance the need for revenue to fund essential services and fao/ities with the 
desire to limit any increase on the ratepayer to alfordable levels. 

Submissions, addressed to the Chief Executive Officer, Shire of Kalamunda, 
PO Box 42 Kalamunda WA 6926, by electors or ratepayers in respect ol the 
proposed Differential Rates and Minimum Payments, may be lodged to Coonal 
by 5.00 pm on Nonday 9 July 2012. 

1.7 TENDER REGISTER 

Auditor's Observations 

Upon review, the tender register did not appear to be up to date in respect of 
all necessary details. In particular, details concerning the consideration or 
summary of the amounts of consideration sought as required by Functions 
and Ge11eral Regulation 17(3) had not been comp!eted in three (3) instances. 

Auditor's Comments 

We recommend procedures be implemented to help ensure these details are 
recorded promptly and the register is complete with all necessary 
requirements. 

9 
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Management Comments 

VVith respect to the three tenders not complying with Functions and General 
Regulation 17(3) was an oversight and has since been rectified. These 
teOOers when put to Council contained sclledules of rates which were treated 
as confidential attachments to tile Couocil report. The Shire- has included the 
Cound l's resolution in tile Tender Register but had not iocludecl tile 
confidential schedu!e of rates. An internal discussion has been undertaken and 
the Tender register will contain all prices sclleduled whether or not they were 
treated confidentially at the Council meeting in order to comply. 

1.8 FINANCIAL INTEREST REGISTER 

Auditor's Observations 

The register was examined to ensure compliance •Nftll regulatory 
requiremeilts. The following matters were noted: 

• OUr review of the Annual and Primary returns of Councillors and staff 
revea~ed 7 of 19 returns reviewed contained sections which had been 
left b lank; and 

• At the time of our revie•N, the Financial Inter~;_ Register was not up 
dated from January 2102 in relation to financial, impartiatity and 
proximity interests disdosed by Councillors and Staff. 

Auditor's Comments 

To help ensure returns submitted are not at ris~ of being amended, we 
recommend all sections be completed. We note it is acceptable to 
record N/A, Nil or No Olange or to rule a clear line through a N/ A 
section (Departmental Circular 18/ 2005}; and 

• All disclosed interests should be minuted and recorded in the financial 
interest register (Administration Regulation 28). 

Management Comments 

This was an oversight and the audit recommendations will be implemented in 
future years. 

10 
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1.9 LANO SALES 

Auditors Observations 

During ttle period under revtew we noted certain blocks in Smokebush Estate 
'Nere sold by private treaty and no local public notice was given. 

Auditor's Comments 

To help ensure compliance with Section 3.58 (3) of the Act, local public notice 
of the proposed disposition should be given. 

Management Comments 

The Shire undertook a ne'iV initiative in 2011/12 to subdivide a freehold land 
in \Nelshpool into 29 lots. The Shire appointed a sales and marketing firm to 
assist with the process and a breakdown in communication between the 
Shire's sales agents and Shire officers resulted in a sales contracts being 
signed for the first tranche of lots to be sold without a clause stating that 
section 3.58 was to apply. The Shire made a conscious decision not to subject 
the purchasers to s3.58 a-dvertising retrospectively given tlley had signed 
offers and acceptance without knowing that was to be a requirement. This 
overs~ht has been disclosed in the AAnual Compliance Return adopted by 
Council and Council was given the above explanation as to this non­
compliance. All sales contracts are no•N ouly written up wi th the s3.58 clause. 

2.0 SYSTEM AND PROCEOURES 

2.1 PAYMENT PROCEOURES 

Auditor's Observations 

OUr review of payments made during th-e period under reviev1 revealed the 
followiA-g: 

• In six (6) instances (out of 50 samples), purcha&e orders •Nere raised 
after tax invoices harl been receivedi and 

• In certain instances1 purchase requisitions were not attached to 
purchase orders. 

11 
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Auditor 's Comments 

To h5p ensure: 

proper budgeta;y controls; 
compliance with the Shire's purchasing policy; 
goods invoiced are ordered; and 
prices invoiced were quoted, 

Purchase orders should be issued prior to goods/ services being sourced and 
should contain aU of the necessary details in relation to them ( induding 
quantity and price). 

In addition, prior to payment authorisation, invoiced amounts should be 
verified with prices quoted in the purchase orders. 

Management Comments 

This issue has been a focus for management during the financial year and it 
was highlighted in a Forensic audit undertaken by Deloittes on the S•.vimmir;g 
Pool upgrade project. This project clearly showed that compliance with 
purchasing policy was an issue in the rank and fife of the organisation. 

The Shire's Internal Auditor has been requested to review and develop 
improved guidelines. The Shire will also instigate training in the near future. 
The financial system will be upgraded in October 2011 enabling the 
introduction of online wurX flow purchasing systems where controls can be 
tightened. 

A monthly non-compliance reporting process has also been introduced that 
will highlight to senior management any breaches of the purchasing 
guidelines to a management and staff will be given warnings and or 
disciplinary action will be taken if the practice continues. 

Both management and the Council are very concerned about the lack of 
adherence to purchasing policy in the past aOO will ensure the internal control 
system is strengthening going forward. 

2.2 MONTH END RECONCILIATIONS 

Auditor 's Observations 

OUr review of the month end recoociliations revealed the following: 

• Monthly manual rolling recond liations of property valuations were not 
prepared on a regular basis; 

12 
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• No regular reconciliations •Nere prepared between physical stocks and 
dle ledger balance for be-verage stocks at the recreation centre on a 
regular basis; and 

• The following reconciliations •Nere not reviewed by a person 
independent of preparation; 

· Inventory; 
· Daily receipts at the Shire Counters; and 
· Library, ('<1eals on Wheels and HACC. 

Auditor's Comments 

• To heip ensure valuations are correctly recorded and the integrity of the 
rating system is regularly maintained as changes from Landgate are 
notified, recondliations should be prepared on a regufar basis and 
reviewed by a senior staff member independent of preparation. This 
review should seek to confirm the accuracy of the reconciliation and 
should be evidenced accordingly. 

• To help safeguard Shire resources, all month end reconciliations should 
be prepared in a timely manner. They should be signed and dated by 
the preparer and should be reviewed by a person independent of 
preparation. 

• The independent reviewer should also sign and date the recondliations 
as evidence of their revie~.•i, 

Management Comments 

The matters raised either have or wi ll be addressed with the relevant 

operations areas. 

For inventories1 as at 30.6.20121 an independent verification was done 
by a senior finance officer and th:e internal aooitor. \Nark papers have 
been available for the audit team to confirm during the final audit. 

For the daily receipts at the Shire's Counters, the co-ordinators in 
charge of that operations area signs off on tile \'\Daily Cash 
Recondliation statementtCentaman Reports", a copy is sent to Finance 
for confirmation and recondliation to the banking which is done by an 
independent security firm. The Shire will review these practis...=s during 
the year to identify any improved practices. 

13 
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For the Meals on Wheels and HACC, the Shire will review the processes 
during the year to identify any improved practices. 

2.3 PURCHASES, PAYMENTS, PAYABLES, SALARIES AND WAGES 

Auditor's Observations 

• Review of the EFT payments system revealed changes to creditors and 
staff detaits in the system were not reviewed by a senior staff member 
independent of processing. 

• We noted access to creditors' and payroll ABA fi les are not restricted to 
authorised personnel of the Shire. 

Auditors Comments 

• To heip ensure ALL changes to creditors and staff details in the system 
are completely reviev.·ed, a senior staff member independent of 
processing should review a system generated audit trail report showing 
all changes made on every EFT. The independent review should seek to 
confirm the integrity of the details in the system for the subsequent 
creation of the ABA file and should be evidenced accordingly. 

To help ensure the ABA files are not tampered with after their creation, 
access to these files should be timited to authorised pe:sonnel. 

Management Comments 

Tile Manager Financial Ser1ices and the Internal Auditor will review the 
controls around these processes and will ensure that a senior staff authorises 
an changes independently from tile data entry officers. 

This separation of duttes process will be monitored by the Internal Auditor. 

The fvlanager f inancial Ser1ices will stipt~fate access needs and nominate 
which individuats are to be given acce-::.5. 

Tile soft>Nare provider IT Vision has informed us that it is not possible for 
enayption to be enabled within the database unless significant development 
was undertaken to build in this level of functionality at cost to the Shire. IT 
staff can however restrict access to oominated personnel and this will be 
uooertake<1. 

14 
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2.4 OEBTORS 

Auditor's Observations 

As at 30 April 2012, the amount of sulldrydebtors outstanding for a period o f 
greater than 60 days was $93,742 or 16.8% of the total amount shown in the 
ageing analysis. Of this, $73,797 (13o/o) was outstanding for a period greater 
than 90 days. 

During our assessment of recoverability of these sundry debtors we noted 
there are debtors a.~ed more than 90 days which may be non-recoverable. 

Auditor's Comments 

To help ensure recorded assets are not impaired, recoverability should be 
assessed on a regular basis. 
In addit ion, foltow up procedures should be established in line with the 
adopted credit policy. 

Management Comments 

The Shir-e reports monthly to coundl about its sundry debtors and updates on 
aged- debtors are explained. 

It should be noted that action is beillQ undertaken on the recoverabifity of 60 
and 9{) day aged sundry debtors however many of these debtors are 
community groups and have payment arrangements in place with the Shire to 
pay their overdue accounts over an extended period. Asly debtors that are 
deemed as on-recoverable wi ll be recommended to be written off as part of 
the final audit. 

2.5 ALLOCATION OF OVERHEAD COSTS 

Auditor's Observations 

During our revie•N of allocation of overhead costs we noted there were 
unallocated Plant Operating Costs of $232,787 as at 30 April 20! 2. 

Whilst this has no e-ffect on the net operatillQ result, it may distort the true 
cost of individual jobs at a given point in time and monthly Statements of 
Finandal Activity W'Oufd not reflect the correct allocations. 
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Responses to Interim Audit Management Report 

UHY Haines Norton 

Auditor's Comments 

To help ensure all jobs are accurately reflected on a timely basis, 'Ne 
recommend the allocation rates and methodology be reviewed on a regular 
basis. This would atso help Cound l and staff as tlley make management 
decisions on scarce resources. 

Management Comments 

This matter was identified and was resolved in tile rv1ay{June 2012 accounts. 
Tile Shire is now monitoring allocation monthly and ensuring it is balanced 
each month. 

2.6 DISASTER RECOVERY PLAN 

Auditor's Observations 

A re\'iew of storage of documents and record keeping revealed the folloiNing: 

There is no disa:ster recovery plan in place; and 

• Ba.ckup is maintained on the second s..."f\\er but this server is kept in the 
same building. 

Auditor's Comments 

To help ensure uninteiTUpted operations and effident document 
management: 

• A disaster recovery plan should be developed and adopted; and 
• A backup system should be maintained off site. 

Management Comments 

The Shire is embarking in dev5opment of a Business Continuity Plan and 
Disaster Recovery Plan ln line with the adoption of its Risk Mana-gement Plan 
and will have a draft completed by the end of 2012/13 in order to comply with 
the new Integrated Planning Framework. Currently Backups of daily data is 
stored off site and are sent via the Shire's LP fibre link to a server housed in 
the Shire's Operations Centre computer room. Should there be a catastrophic 
data loss at the Shire systems could be restored from the back up, however 
the Shire has not identified where it would go to set up a temporary office 
premises for business continuity. 

16 
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SHIRE OF KALAMUNOA 

Responses to Interim Audit Management Report 

UHY Haines Norton 

3 REMINOERS 

3.1 INVESTMENT POLICY 

LO""..al Government (Finaocial Management) Regulations relating to 
investments have recently been amended (effective from 20 April 2012). 

Coundl should review its current investment policy to help ensure it is in line 
wftll the amended requirements. 

Investment policy will be reviewed by the end of 2012/13 to align with the 
amendments to the Local Government (Financial (vl anagement) Regulations. 

3.2 I NTERNAL AUOIT PROGRAM 

During our interim audit visit the results of t he internal audit program were 
not availabte fa our review. We will follow these results up at a later stage of 
our engagement. 

Internal control audit programs have been drafted and will be made ava:lab!e 
to the auditors during their final audit. 

3.3 ASSET MANAGEMENT PLAN ANO LONG TERM FINANCIAL PLAN 

As outlined in our engagement letter1 we will undertake a review of Shire's 
Asset Mana-gement Plan and Long Term Financial Pfan upon tile availabi!ity of 
relevant information. 

Management Comment 

A draft Asset Management Strategy and associated Asset Plans have been 
drafted and under a final review process. It is expected these document s wm 
be finalised by the end of 2012. 

Th.e Long Term Financial Pian is in development it is not expected to be 
finalised before the end of 2012. 

17 
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

06. Progress on the Implementation of Recommendations of the 
Forensic Audit on the Kalamunda Water Park

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

Attachment 1 Summary of the Implementation of 
Recommendations of the Forensic Audit on the 
Kalamunda Water Park

PURPOSE

1. To consider the progress on the implementation of the recommendations on 
the Kalamunda Water Park issued by the Forensic Auditors in their report.

BACKGROUND

2. Deloitte issued a draft report on 19 March 2012 for consideration by the 
members of the Audit Committee. The report included a number of key 
findings and recommendations to be addressed by the Shire.

DETAILS

3. Progress has been made in implementing majority of these recommendations 
as summarised in (Attachment 1) by reviewing the Shire Purchasing Policy, 
reviewing and documenting procedures on procurement and tendering and 
developing guidelines for staff and officers to follow. 

STATUTORY AND LEGAL IMPLICATIONS

4. Conformity with Section 3.57 of the Local Government Act 1995 and Part 4 
Tendering for providing goods or services under Local Government (Functions 
and General) Regulations 1996.

POLICY IMPLICATIONS

5. Compliance with Purchasing Policy (Policy Number – PUR 1).

PUBLIC CONSULTATION/COMMUNICATION

6. Nil.

FINANCIAL IMPLICATIONS

7. Nil.
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STRATEGIC AND SUSTAINABILITY IMPLICATIONS

Strategic Planning Implications

8. Nil.

Sustainability Implications

Social Implications

9. Nil.

Economic Implications

10. Nil.

Environmental Implications

11. Nil.

OFFICER COMMENT

12. To provide an update to Council of the implementation of the key findings 
and recommendations of the Report on the Kalamunda Water Park Project 
prepared by the Forensic Auditors.

Voting Requirements: Simple Majority

OFFICER RECOMMENDATION (AU 06/2012)

That Council:

1. Notes the implementation by the Shire of key findings and recommendations 
of the Report on the Kalamunda Water Park Project prepared by the Forensic 
Auditors.

Moved:

Seconded:

Vote:
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Attachment 1

Implementation of Recommendations from Forensic Audit Report on 
Kalamunda Water Park 

Procurement Recommendation Implementation 
Activity 

l Tendering Design and imp~ement a. tender Evaluation report included as part 
evaluation report to recad tile ofT ender Guideline. 
decision making process and those 
involved in making the 
recommendation for Council 
approvals. 

2 Tendering Perform a review of historical Discussed •Nith Manager 
expenditure by supplier for the Corporate Services Current year 
previous and aJrrent FYs to identify should be undertaken, however 
examples where procurement should the previous year would be too 
have taken place through a tender onerous For little to no gain. 
and contract process. 

Conduct training for all staff with When guidelines are compfeted 
purchasing authorities to confirm the intention is to conduct in-house 
requirements of the Regulations training. 
highlight the exceptions identified 
and reinforce the requirements to 
call for public tenders. 

3 Tendering Update Shires purchasing policy to Included as part of the Tender 
indude a process to obtain Guideline •Nith refereoce to 
appropriate authorisation where the purchasing policy 
scope of works and value of 
tendered contracts is amended 

4 Panel Conduct training for all staff with Wllen guidelines are compreted 
SUppliers purchasing authorities to confirm the intention is to conduct in-house 

threshokis values of purchases using training. 
Panel suppliers and highlight the 
requirement to adhere to Shire 
purchasing policy where these are or 
are expected to be exceeded. 

5 Panel Update Shire purchasing policy to Included in the PurchasfllQ 
S>.Jppliers ind ude reference to the scope of Guideline. 

services for which Panel suppliers 
can be engaged. If Panel suppliers 
are required to perform wurXs 
beyond the s~=cification in their 
contract, this amendment to the 
contract should be formalised. 

Shire of Katamunda 
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Implementation of Recommendations from Forensic Audit Report on 
Kalamunda Water Park 

Procurement Recommendation Implementation 
Activity 

6 Panel Inform all Panel suppliers of their Included in the Purchasfng 
SUppliers obligations to submit detailed Guideline. To be reinforced as 

invoices and supporting information part of the staff training. 
as stated in their cont ract. 

Inform A & 5 hill and Hill Top of the Letter sent to A & 5 Hill and Hill 
deficiencies in their supporting Top. Legal a-dvice received and 
information (Section 2.2) ln relation meeting held witil main supplier 
to invoices for the Project and full Hill Top. Matter resolved with 
detaifs to be submitted for suppl;er. 
examination by the Shire against 
tendered price schedutes 

7 Panel Request confirmation from Staff no longer with shire to 
SUppliers appropriate Shire personnel and A!l confirm this. 

Earth that each of their invoices 
relates solely to the project. 

8 Quotations Vlhen quotations are not fixed, the To be implemented as part of the 
Shire should consider a contingency Purchasing Guideline. 
for escalation of costs and assess 
wilether it is tikety that the total 
value of supplies will exceed the 
statutory threshold of$100,000 
requiring the calling for public 
tenders. 

9 Quotations Update the records management Included in Purchasing 
sectioA of the Shire purchasillQ policy Guidelines. 
to indude the specific minimum 
records to be retained \vflen 
purchasing via a quotation process. 
This should include full details of all 
quotes sought/ written 
correspondence and a d ear 
explanation of the suppliers selected. 

Conduct training for all staff with 'Nilen guidelines are comp!eted 
purcha:sing authorities to confirm the intention is to conduct inhouse 
threshoki values that require the training. 
assessment of multiple verbal a lid 
written quotations and record 
keeping. 
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Implementation of Recommendations from Forensic Audit Report on 
Kalamunda Water Park 

Procurement Recommendation Implementation 
Activity 

10 Purchase Update the Shire purchasing policy to Include in tile Purchasing 
Orders clarify that multiple purchase ord.ers Guideline. 

issued to the same supplier for 
effectively the same supply should 
be treated as a single supply and 
require the appropriate methods and 
ap~roval stated in section 5 of the 
current policy. 

Conduct training for all staff with When guidelines are compteted 
purchasing authorities to confirm intention is to conduct in-house 
anti-avoidance prov,sions in t he training. 
regulations and the updated Shire 
purchasing policy referred to above. 

11 Approval Garify and confirm the requirements Defined in the delegations and 
thresholds of the Shire's purchasing policy to all induded in the tender guideline. 

personal in relation to who may 
authorise a purchase order. 

12 Approval Conduct a full review of all synergy To be comp!eled. 
thresholds users accounts. Identify and remove 

terminated personnel to: 

Atign autllority limits in Synergy to 
those in the Shire purchasing policy 
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

07. Implementation of the Recommendations of the Forensic Audit on 
the Kalamunda Water Park- Purchasing and Tendering

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

Attachment 1 Revised Purchasing Policy (PUR-1)
Attachment 2 Tender Guideline
Attachment 3 Purchasing Guideline

PURPOSE

1. To implement the recommendations of the Forensic Audit Report on the 
Kalamunda Water Park with respect to tendering and purchasing.

BACKGROUND

2. Following the Deloitte Forensic Audit on the Kalamunda Water Park the 
Purchasing Policy has been reviewed and amended. 

3. The Forensic Auditors made a number of findings and recommendations on 
tendering and purchasing.

DETAILS

4. The implementation of the recommendations of the Forensic Audit. The 
Purchasing Policy (PUR -1) has been reviewed by removing processes and 
procedures and incorporating them into purchasing and tender guidelines. 
These documents will form the basis for staff training, and be used as
reference guides to ensure staff observe the correct processes and 
procedures.

STATUTORY AND LEGAL IMPLICATIONS

5. Conformity with Section 3.57 of the Local Government Act 1995 and Part 4 
Tendering for providing goods and services under Local Government 
(Functions and General) Regulations 1996. 

POLICY IMPLICATIONS

6. Compliance with Purchasing Policy (Policy Number – PUR 1).

PUBLIC CONSULTATION/COMMUNICATION

7. Nil.
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FINANCIAL IMPLICATIONS

8. Nil.

STRATEGIC AND SUSTAINABILITY IMPLICATIONS

Strategic Planning Implications

9. Nil.

Sustainability Implications

Social Implications

10. Nil.

Economic Implications

11. Nil.

Environmental Implications

12. Nil.

OFFICER COMMENT

13. To consider and accept the amended purchasing policy.

Voting Requirements:  Simple Majority

OFFICER RECOMMENDATION (AU 07/2012)

That Council:

1. Adopts the Revised Purchasing Policy (PUR- 1) as per (Attachment 1).

2. Receives and notes the Implementation of the Forensic Audit 
recommendations by including the required processes and procedures in 
Tender and Purchasing Guidelines (Attachments 2 and 3).

Moved:

Seconded:

Vote:
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Attachment 1

POLICY REGISTER

Title: Purchasing
Policy No.: PUR 1
Date Adopted: Date Last 

Reviewed:

Rationale Deliver value for money using a best practice approach to the 
procurement of all goods and services Ensure consistency for all 
purchasing activities;
Provide compliance with the Local Government Act 1995 and the Local 
Government (Function and General) Regulations 1996;
Ensure that the Shire considers the environmental impact of the 
procurement process across the life cycle of the goods and services 
procured.

Policy The Shire is committed to operating efficient, effective, economical and 
sustainable procedures for the procurement of all goods and services 
and adopts a value for money approach, which allows the best possible 
procurement outcome to be achieved.

Related Local 
Law

N/A

Related Policy N/A

Management 
Practice

N/A

Legislation

Conditions
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Attachment 2

Due to the size of this attachment this has been provided under separate cover.
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Attachment 3

DRAFT 

Shire of Kalamunda 

Purchasing Guideline 

Prepared August 2012 
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1. Objectives 

This guideline has been prepared to establish sound and consistent 

practices with respect to the purchase of goods and services by all 

operat ional areas within the Shire, including: 

o Effect ive proced ures for calling of quotations to achieve best value 

for money and quality of goods and services wi thin speci fied time 

frames. 

o Ensuring the selection of supplier is ca rried out in a transparent, fair 

and equitable manner. 

o Ensuring procedures and processes are in accordance with the 

provisions of the Purchasing Policy (PUR 1) and legislative 

requirements. 

1 
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2. The Procurement Process 

OVERVIEW DOCUMENT FLOW 

9URCHASE REQUISITIONS 

APPROVAl THRESHOl DS 

PURCHASE ORDERS 

PROCESSING OF 
INVOICES 

PAYMENT OF ACCOUNTS 

2 
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3. Legislative Framework 

The legislative framework used by local governments for the calling of 

quotat ions for purchase of goods and services includes: 

• Loco/ Government Act 1995 (the Act); 

• Loco/ Government (Financial Management) Regulations 1996 

• Local Government (Functions and General) Regulations 1996; 

• Code of Conduct 

• Purchasing Policy (PUR 1) 

• Delegations Register 

• State Records Act 2000 

The Shires Purchasing Pol icy (PUR 1) and the Guideline supports the 

legislative requirements. 

Section 5.46 of the Act requi res a record of delegations to the CEO and 

employees to be m aintained. The powers delegated for the approval of 

purchase orders are summarised in at tachment 12.1. 

4. Purchasing Policy (PUR 1) 

To meet the requirements of the Act and regulations, the Shire has 

established a best pract ice approach to the procurement of ail goods and 

services as part of its Purchasing Policy. 

The policy requi res considerat ion of the environ mental impact of the 

procurem ent process across the l ife cycle of the goods and services 

procured. 

S. Purchasing Process 

The Shire uses a two stage process using electronically raised purchase 

requisitions and purchase orders. Purchase orders are Issued at the 

Ad ministrat ion Centre and Depot electronically from authorised purchase 

requisitions. 
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5.1 Purchase Requisitions 

Pu rchase requisitions should only be raised for items w ith a budget 
amount. If a purchase requisition has no budget allocation, the document 

should be retu rned to the person who approved the purchase requisition 

to confirm the coding. 

There should be a separation of powers between the originator of the 

pu rchase requisition and the person authorising the document. If a 

Coordinator raises a purchase requisi tion, then their Manager should 

approve the requisition. A person should not raise and authorise their own 

purchase requisition for goods or services. 

The following procedures should be followed when ra ising a purchase 

requisition : 

Insert the following information on the purchase requisit ion form: 

• Date Requested 

• Referring Officer 

• Contact Telephone Number 

• Where goods to be delivered to or work undertaken 

• Job Code 

• Date Required By 

• Quantity 

• Descript ion of goods 

• Include supporting information e.g. Counci l resolution in support of 

request 

Attach details of verbal or written quotations to the purchase requisi tion . 

Depending on the nature and value of the goods or services the following 

procedures should be followed: 

4 
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(i) Direct Purchase $0-$1,999 
No forma l quotations is required, how ever officers are bound to 

"best value" principles. The following factors are to be considered in 

the decision making process: 

• value for money; 

• knowledge of gen eral cost of item/ service; 

• "Buy Local" policies; 

• ongoing good relat ionship with supplier; 

• rel iability of supplier; 

• general Shire of Kalamunda policies, i.e. environmentally 

friendly, recycled product; and 

• Compatibility of supplier wi th Shire of Ka lamunda' s 

administrative processes. 

Authorisat ion: Officers responsible for their budget allocat ion. 

(ii) Quotations 

Verba I Quotations $2,000- 5 4,999 

2 Verbal quotations required and recorded on a Quotation Record 

Sheet. Factors to be considered in the decision making process as per 

"direct purchase~~. 

Authorisat ion: Officers responsible fo r their budget allocat ion. 

Verba I Quotations $5,000- 59,999 

3 Verbal quotations required and recorded on a Quotation Record 

Sheet. Factors to be considered in the decision making process as per 

"direct purchase~~. 

Authorisat ion: Managers 

Written Quotes $10,000-549,999 

3 Written quotes required. When returned by the company/supplier, 

the Request form is to be kept as a record of the written quotation, 

; 
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and an evaluation of wri tten quotation form is to be completed. 

Factors to be considered in the decision making process as per 

(/direct purchase~~. 

Authorisat ion: Managers 

Request for Quotation $50,000- $99,999 

Requests for quotation form to be completed detailing speci fications. 

Factors to be considered in the decision making process as per 

(/direct purchase~~. 

Authorisat ion: Di rectors 

(i ii) Tenders $100,000 and greater 

Tender to be called for goods and services greater than $100,000 in 

value (refer Tender Guideline). 

Authorisation: CEO up to $200,000 and Council for goods and 

services greater than $200,000. 

5.2 Purchase Orders 

Before a purchase order is raised at the two centralised locations, the 

purchase requisition is checked to ensure it is properly completed and been 

approved 

The purchasing officer raises the purchase order electronically from the 

authorised purchase requisit ion through Synergy. One copy of the 

purchase order is faxed to the supplier, with the origina l including 

supporting documents sent to accounts payable for matching with supplier 

invoices. 

If there is an open purchase order, the value of the open purchase order is 
tracked by wri ting the value of the invoices currently paid on the purchase 

order . If the sum of invoices raised on one purchase order exceeds the 

original value of the purchase order, then accounts payable informs the 

originator of the original order to raise another pu rchase order. New orders 

should not be raised if value remains on an e.xist ing purchase order for 

6 
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goods and services. Raising new orders when exist ing orders remain 

unfilled may inflate the Shire's outstanding commitments. Therefore 

existing open orders should be completed prior to a new purchase order 

being raised. 

Designated forms should be completed to evidence the recording of 

quotations. This is done to ensure there is transpa rency in the process with 

reasons for selecting specific suppl iers, and justification for purchase 

decisions. Evidence of requested quotes should be maintained such as 

names, telephone numbers, emai l addresses and wri tten correspondence. 

Often quotes cannot be selected b ased on price alone, and therefore, 

recordi ng the reasons for selection Is required to demonstrate the probity 

of all purchasing decisions. Quotes and support ing documentation should 
be attached to the printed copy of the purchase requisi tion and forwarded 

for approval. 

5.3 Corporate Credit Cards 

Corporate credit cards are equivalent to a purchase order issued to a 

nominated hand full of staff for select ive types of purchases where 

suppliers require a credit card instead of a purchase order e.g. for payment 

of flights and accommodation, suppl ies from Sunning' s, IGA and others. 

Holders of corporate credit cards are required to provide supporting 

information and invoices with their monthly statement before the credit 

ca rd account is processed for payment. 

For suppl ies of goods and seN ices greater than 5100,000 the Shire has 

established administrative procedures relat ing to the calling of expressions 

of interest or tenders for goods and services (refer to Tender Guideline). 

5.4 Approva l Threshold's 

The Delegations Register provides thresholds for the approval of purchase 

requisitions (Refer Attachment 12.1). 

Where the value of a supply of goods or services exceeds a person' s 

delegated threshold, the requisi tion should be forwarded and approved by 

a person with the delegated power within the business unit or directorate. 

7 
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6. Preferred Suppliers 

The Shire uses preferred suppliers under its Purchasing Policy (PURl ) who 

ate prequalified for one off purchases of up to $10,000 and where the 

annual supply does not exceed $100,000. Preferred suppliers are 

recognised as being able to provide value for money, being reliable and 

having a good working relationship with the Shire in the delivery of certain 

supplies of goods and services. 

7. Panel Suppliers 

The Shire Purchasing Policy permits the use of panel suppliers who are 

prequalified to meet certain Shire requirements for the supply of goods 

and services and are appointed th rough a tender process. Panel suppliers 

are required to provide supporting information with their invoices in 

accordance with their panel contract. Panel supplier invoices should not be 

approved for payment w ithout the required supporting information . The 

work undertaken by panel suppliers under contract may exceed $100,000 

without the need to call tenders. 

The scope of work should conform to specificat ions in the panel contract. 

If a panel supplier contract allows for additions or deletions of these 

services, notice should be given formalised in writ ing before the work is 

undertaken. 

8. Processing of Invoices for Payment 

Purchase orders received by accounts payable are filed aw ai ting the 

suppliers invoice. Invoice received are checked against the order and sent 

to the originator for approval before being processed by accounts payable 

for payment. 

9. Request for Tender (Refer to Tender Guideline) 

Regulation 11(1) requires tenders to be publ icly invi ted where the contract 

for goods or services is expected to be more than $100,000. 

8 



Audit Committee
Agenda – 17 September 2012

Shire of Kalamunda

68

Refer to Tender Guideline for procedures to be followed. 

10. Record Keeping 

The State Records Act2000 requires in format ion to be k ept and ma intained 

in accordance with an approved record keeping plan. 

Sect ion 3 (2} of the State Records Act a reference to the keeping of records 

includes: 

(a) To creating, maintaining, indexing, organizing, storing, preserving, securing, 

retain ing and managing records and 

(b) To maintain, preserving, securing and retaining the means by which any 

information on a record ca n be recovered. 

11. Internal and External Independent Review 

Purchasing procedure will be subj ect to regular Internal and externa I Audit 

review to ensure there is compliance with legislation and proper practices. 

12. Attachments 

9 
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12.1 Approval Thresholds tor Authorising Purchase Orders 

POSITION 

CEO 
Dir ector of Corporste and Community Services 

Dir ector of Deve lopment and Infrastructure Servkes 

Manager Hum an Resources&: Organisational Development 

Manager Governance 

Manager Environmental Health & Community Comp1iance & 

Safety 
Man;ger De+:e lopment Services 

Manager lnfrsstructure Operations 

Manager Te chnical Services 

Manager Economic, Property a nd Procuremem Services 
M ;=nager Comm1.1nitv Dev elopment 

M anager Technical and Corporate S~pport 

M anager Financial Services 

Internal Auditor 

12.2 Forms 

• Quotation Record Sheet 

• Request for Quotation 

• Purchase Requisit ion 

• Pu rchase Order 

10 

Authority to Sign 
Orders 

Under 

5200,000 
Under Under 

599,000 $50,000 
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Declaration of financial/conflict of interests to be recorded prior to dealing with each item.

08. Sundry Debtor Write-Off

Previous Items OCM 39/2011
Responsible Officer Director Corporate & Community Services
Service Area Corporate Services
File Reference
Applicant N/A
Owner N/A

Attachment 1 Summary of Debtors for period ended 31 August 
2012

PURPOSE

1. To consider the further write off of debtors identified since the last meeting of 
the Audit Committee on 24 October 2011.

BACKGROUND

2. The Shire has in place a debt collection procedure for sundry debtors, 
involving follow up reminders, phone calls and ultimately referral to Dun & 
Bradstreet for an initial free reminder service before commencing formal 
proceedings. In some cases the Shire can also choose to review the debt 
incurred or recognise the debt is not recoverable for various reason and in 
these cases will recommend they be written off.

3. The external auditors, UHY Haines Norton, in their Interim and Final Audit for 
the financial year 2011/2012 have requested the Shire review the 
recoverability of these outstanding debts. 

DETAILS

4. A Summary of Debtors for period ended 31 August 2012 totalling $14,451.66 
has been identified and is shown as (Attachment 1). These sundry debts are 
for invoices issued for multiple expenses in 2010/2011 financial year. The 
nature of the debts incurred show that the Shire did not willingly enter into 
these transactions and that the restitution was unfortunately necessarily 
required due to the greater impact on the community.

5. The first debt outstanding of $13,342.86 relates to a car accident caused by 
Mr Fazari. The costs incurred in the clean-up of the road are not covered by 
the Shire’s insurers, LGIS Insurance, as there is an exclusion clause on roads 
and the accident was not a Shire vehicle. FOI searches have proved the debt 
was correctly owed by Mr Fazari, however, all attempts to recover the debt 
have proved to be fruitless. Mr Fazari is not contactable. No proven assets 
have been found to lodge a lien or caveat against this debt.
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6. The second outstanding debt of $1,108.80 relates to private works incurred 
for damage repairs incurred by Mr Steve John Mack. Dun & Bradstreet were 
contracted to recover the debt.  The Shire has since been informed that Mr 
Mack is not contactable. The quantum of the amount involved does not make 
it economically viable to incur any further legal costs to recover this debt as 
the probability of recovering it is minimal.

STATUTORY AND LEGAL IMPLICATIONS

7. Section 6.12(1) (c) of the Local Government Act 1995 provides the authority 
for Council to write off sundry debts such as these.  

POLICY IMPLICATIONS

8. Nil.

PUBLIC CONSULTATION/COMMUNICATION

9. Nil.

FINANCIAL IMPLICATIONS

10. The budget allocation for doubtful and bad debts for 2011/2012 is $12,000. 
Subject to endorsing recommendation, the budget would be over drawn by 
$14,388.88 taking into account the write offs passed in October 2011 of 
$11,937.22.

11. During the recent interim audit, comment was made by the inspecting audit 
officer over the age of these debts and questioning the likelihood of recovery. 
It is proposed that this write off be passed in the 2011/2012 financial year as 
a final adjustment. 

STRATEGIC AND SUSTAINABILITY IMPLICATIONS

Strategic Planning Implications

12. Nil.

Sustainability Implications

Social Implications

13. It is acknowledged that the wider community would have been adversely 
impacted if restitution work was not done by the Shire.

Economic Implications

14. Nil.

Environmental Implications

15. Nil.
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OFFICER COMMENT

16. Approval is being sought from the Audit Committee and Council on the two 
balances to be written off. 

17. Although the officers are in agreement with the Auditors’, UHY Haines Norton,
recommendation that this amount written back in the previous year, the 
Council in its authority may choose to consider these write offs be effected in 
the current financial year, 2012/2013.

Voting Requirements:  Simple Majority

OFFICER RECOMMENDATION (AU 08/2012)

That Council:

1. Endorses the write off of sundry debts totalling $14,451.66 as detailed in 
(Attachment 1) in the financial year 2011/12. 

Moved:

Seconded:

Vote:
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Attachment 1

SHIRE OF KAlAMUNDA 

SUMMARY OF DEBTORS 

FOR THE PERIOD ENDED 31&t August 2012 

AMOUNT DEBTOR DETAILS STATUS 

New debt &lnce aged >90 days 

>90days 

S13.342.86 Agostlno FaZSit Prtvate Works Costs· WP66 Clean Up & Repairs at C¥ystal Btook Road, Wattle Grove 
WA al\or T rnffie A.eci6ont. 

•. 
(< ..I 

" 

' 

' . 

51 .108,80 Steven John Macit Private Wori<s Costs · WP66 Private Works Costs . Road Guttering Railing Rfflairs. 
(W~). I.OC:IQed debt with CM\ & Brad&treel· 13107/2011, 
Advised by 0 &8 that Debtor Is currently not conl;)ctable and 
may not be worth pvr$t,linQ further. A Confidential Report on 
the Debtor will be &.tlmitted to Avc:lit Committee. 

$14,451,&$ TOTAL OUTSTANDING 
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7.0 CLOSURE




