CITY OF WEST TORRENS

Notice of Committee Meeting

NOTICE IS HEREBY GIVEN in accordance with Sections 87 and 88 of the
Local Government Act 1999, that a meeting of the

AUDIT AND RISK PRESCRIBED COMMITTEE

Members: Councillor S Rypp (Presiding Member),
Councillor G Vlahos
Independent Members: R Haslam, E Moran, S Spadavecchia

of the

CITY OF WEST TORRENS

will be held in the Mayor's Reception Room, Civic Centre
165 Sir Donald Bradman Drive, Hilton

on

TUESDAY, 12 JUNE 2018
at 6.00pm

Terry Buss Psm
Chief Executive Officer

City of West Torrens Disclaimer
Please note that the contents of this Committee Agenda have yet to be considered by Council and

Committee recommendations may be altered or changed by the Council in the process of making the
formal Council decision.
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1 MEETING OPENED

1.1 Evacuation Procedures

2 PRESENT

3 APOLOGIES

4 DISCLOSURE STATEMENTS

Committee Members are required to:

1. Consider Section 73 and 75 of the Local Government Act 1999 and determine whether they
have a conflict of interest in any matter to be considered in this Agenda; and

2. Disclose these interests in accordance with the requirements of Sections 74 and 75A of the
Local Government Act 1999.

5 CONFIRMATION OF MINUTES

RECOMMENDATION

That the Minutes of the meeting of the Audit and Risk Committee held on 10 April 2018 be
confirmed as a true and correct record.

6 COMMUNICATION BY THE CHAIRPERSON

7 PRESENTATIONS
Nil

Page 1



Audit and Risk Prescribed Committee Agenda 12 June 2018

8 OUTSTANDING REPORTS/ACTIONS
8.1 Open Actions Update
Brief

This report presents an update on the current status of open actions from previous meetings of the
Audit and Risk Prescribed General Committee.

RECOMMENDATION

It is recommended to the Audit and Risk Committee that it notes there are no current open actions.

Introduction

A report is presented to each ordinary meeting of the Audit and Risk Prescribed General
Committee (Committee) detailing the status of open actions from previous Committee meetings.
Discussion

As detailed in Attachment 1, there are no open actions as at 31 May 2018.

Conclusion

This report advises that all open actions from previous meetings have been completed.

Attachments
1. Open Actions Update June 2018
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9 REPORTS OF THE CHIEF EXECUTIVE OFFICER
9.1 FINANCIAL REPORTING AND SUSTAINABILITY

9.1.1 Financial Reporting
Brief

This report lists those finance related reports which were considered by Council between
4 April 2018 and 5 June 2018.

RECOMMENDATION

It is recommended to the Audit and Risk Committee that the Financial Reporting report be
received.

Introduction

The Audit and Risk Prescribed General Committee (Committee) is presented with a list, at each of
its ordinary meetings, of those finance related reports considered by Council since the Committee's
last ordinary meeting. These reports and associated minutes, which are detailed below, are
available on Council's website at www.westtorrens.sa.gov.au.

Discussion

The following reports were considered by Council/Council Committee between 4 April 2018 and
5 June 2018.

10 April 2018
e Budget and Annual Business Plan 2018/19 (resumption)

17 April 2018

e Creditor Payments

e Property Leases

e Council Budget Report - Nine Months to 31 March 2018
¢ Mendelson Financial Report March 2018

1 May 2018

e Nil

15 May 2018

e Creditor Payments

e Taxi Voucher Usage

o Elected Members' Telephones

e Register of Allowances and Benefits - 9 Months to 31 March 2018
e Council Budget Report - TEN Months to 30 April 2018
e Budget Review for March 2018

5June 2018

e Nil

Conclusion

This report lists finance related reports which were considered by Council between 4 April 2018
and 5 June 2018

Attachments
Nil
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9.2 INTERNAL CONTROLS AND RISK MANAGEMENT SYSTEMS

Nil

9.3 INTERNAL AUDIT

9.3.1 2017-2018 Internal Audit Program Update
Brief
This report presents the 2017-2018 Internal Audit Program Update.

RECOMMENDATION

It is recommended to the Audit and Risk Committee that the 2017-2018 Internal Audit Program
update report be received.

Introduction

An update report is provided to each ordinary meeting of the Audit and Risk Prescribed General
Committee (Committee) on the status of current and, if appropriate, the previous Internal Audit
Program.

Discussion

This report summarises the status of all planned audits contained in the 2017-18 Internal Audit
Program (Program) as at 31 May 2018. The full internal audit program update is attached
(Attachment 1).

Summary
Audit Status Number
In Progress 4
Completed 7
Not Started 3
Total Audits Programmed (excluding staged audits) 14
Audit Status (Staged Audits) Number
Staged Audits Complete 0
Staged Audits in Progress (Next Stage Not Started) 3
Total Staged Audits 3
Cancelled/Deferred 1
Total Audits 18

Page 5 Item 9.3.1
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Audits in Progress

The following audits are in progress as at 31 May 2018:

1. The Community Consultation audit is currently underway. A draft report has been received and
is being reviewed by the Management team. Report to be presented to the August Audit
meeting.

2. The Governance Framework audit is currently underway. A draft report has been received and
is being reviewed by the Management team. Report to be presented to the August Audit
meeting.

3. The Work Zone Traffic Management audit is currently underway. A draft report has been
received and is being reviewed by the Management team. Report to be presented to the
August Audit meeting.

4. The Contractor Management audit is currently underway and is expected to be completed in
August 2018.

Audits Completed

The following audits have been completed as at 31 May 2018:

Accounts Payable

Hazard register - WHS Controls

Land and Building (Sale and Conveyancing) Act 2010 (Section 12 Statements)
Food Act 2001

Information Fraud

Vic Roads Annual Audit

Internal Audit Recommendations

NogopwdhE

Audits Not Started

The following audits have not yet commenced:

1. Business Continuity and Emergency Management Plan (Review and Exercise Event) -
Quotations and proposals from consultants have been received and are currently under
review. The CWT Emergency Management and Business Continuity Plan is undergoing final
review to ensure correlation with the recently released LGA's Emergency Management Plan.
In addition, the Western Zone Emergency Management Committee is developing an exercise
across the zone. Consequently, the exercise event detailed in the Internal Audit Plan is
proposed in late 2018.

2. Budget Planning and Strategic Planning Alignment Audit - Scope to be drafted in June 2018 in
consultation with relevant managers. Audit to commence in September 2018.

3. Service Centre Procedures and Systems Audit - Scope has been drafted and approved by
managers. Scope is currently with auditors for quotation. Audit to commence in August 2018.

Facilitative/Staged Audits in Progress

The following three (3) facilitative and staged audits will continue to be progressed with activity
spanning over multiple internal audit programs:

1. Debtor Management - Stage 1 complete. As per the discussion below, it is recommended that
this audit be cancelled.

2. Maintenance of Plant and Equipment - Stage 1 complete. Stage 2 will be commencing in
July 2018.

3. Continuous Audit - Procurement Roadmap (CAPR) - Stages 1, 2 and 3 complete. Stage 4 to
be progressed in August 2018 as reported in the April 2018 agenda to the Audit and Risk
Committee.

Page 6 Item 9.3.1
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Audits Cancelled

The following audit has been cancelled:
1. Cash Handling Spot Audit was cancelled at the suggestion of the Audit Committee.

Debtor Management Audit

Galpins performed a gap analysis in May 2016 of existing debt collection processes used by the
City of West Torrens against legislative requirements and general principles of good practice,
including consideration of the debt collection policies / procedures of other councils. This gap
analysis constituted stage 1 of a 2 stage audit as per the 2015-2018 Internal Audit Plan. The
approved scope and the gap analysis presented as part of the report to the July 2016 meeting
regarding stage 1 are attached (Attachments 2 and 3). The gap analysis indicated that the City of
West Torrens' existing debt collection processes follow many good practice principals, and have a
strong level of compliance with legislative requirements. Galpins made some recommendations
regarding the development of a documented procedure to further clarify the City of West Torrens'
position on some areas of debt collection.

At its February 2018 meeting, questions were raised by the Audit and Risk Committee regarding
the organisational need to complete stage 2 of this audit given the positive results from stage 1.
Galpins have also advised that they are confident in closing the audit early without completing
stage 2 given the few risks identified in stage 1. Discussions with the General Manager Corporate
and Regulatory have further highlighted that there is no need to pursue this audit.

It is therefore recommended that stage 2 of the Debtor Management audit be cancelled and the
audit be marked as closed.

Conclusion

Following the deletion of the Cash Handling Spot Audit from the 2017-18 Internal Audit Program,
seven (7) of the remaining planned seventeen (17) audits are complete as at the end of the fourth
quarter.

Of the remaining ten (10) audits, seven (7) are in progress and three (3) have not started.

Overall fourteen (14) of the planned seventeen (17) audits (80%) are either complete or in
progress.

Attachments

1. 2017-2018 Internal Audit Program Update
2. Debtor Management Audit Scope
3. Debtors Management Gap Analysis
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N

City of West Torrens
Between the City and the Sea

Facilitative Audit

Debt Management

Introduction

The approved Internal Audit Program 2015-16 provides for a facilitative internal audit
of Debt Management. The City of West Torrens (CWT) has not documented a debt
management policy or debt methodology. At the same time long standing debt
recovery outsourcing arrangements do not comply with Procurement Policies
because of the absence of a competitive process and formal contract document.

However, debt management and collection is occurring and it should be
acknowledged that CWT's outstanding rates as at 30 June 2015 is low at around
1.3% of total rates. The absence a broader debt methodology provides that for
auditing purposes the debt management practices are immature and therefore a
facilitative audit is the preferred audit approach.

Audit Objectives

Facilitative audits aim to quickly assess the current state of immature practices and
to work with stakeholders through facilitation, advice and consultation to identify
process gaps and to establish risk based objectives and agreed outcomes which
comply with internal policies, relevant legislation and ensures risk is managed to an
acceptable level.

Audit Scope

Stage 1: The objectives of the audit are to work with stakeholders to:

e Undertake a risk assessment against the process of debt management in its
current state.

o Undertake high level benchmarking of debt management policies and debt ratios
within the local government sector to propose methodologies which are effective
and efficient in managing debt.

e To assess the current state of debt management and document a risk-based gap
analysis which proposes findings for implementation.

Stage 2: The objectives of the audit are to work with stakeholders to:

¢ Develop debt management policy/methodology content including documenting
the processes for debt escalation, recovery, waiver or write off.

¢ Develop a technical specification to quote for services with reference to
correcting those gaps and/or control weaknesses identified and/or review options
available through pre-existing purchasing panels.

Page 15
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Approach

A key component of the audit is to conduct interviews with key
managers/supervisors, staff and stakeholders to establish any issues, concerns and
potential improvements. The Program Leader Internal Audit and Risk will discuss the
scope and overview of work to be performed with the Manager Financial Services
prior to the commencement of testing.

A review of available documentation such as legislation, policies, agreements,
procedure manuals, performance reports etc will be undertaken. This is critical in
supporting review comments and providing evidence to support audit conclusions.
Field-testing may be undertaken to establish whether or not controls are in place and
are effective in addressing extreme or high risks.

The audit is to be assessed using CWT approved Risk Management Framework and

tools.

Proposed Audit Team

Internal Work Group

Finance Department Manager Financial Services

Finance Department Rates Coordinator and/or Rates and
Recovery Officer

Procurement Procurement Officer

Independent Assurance Auditor

Galpins | Partner and/or Senior Associate

Risks

Potential risks associated with Debt Management include as identified by Internal
Audit include, but is not limited to:
¢ Council does not raise the correct level of rate income.
¢ Inconsistent approach to debt management resulting in:
o Letters of complaint
o External investigations
o Council decisions being overturned and/or;
o Media coverage resulting in reputation damage.
¢ Procurement policies are not adhered to resulting in reduced opportunity for
cost savings and better practice opportunities
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General Administration
This audit will be performed by Galpins.

Initial planning, interview and scoping commenced on April 2016 with fieldwork and
reporting to be conducted between April and June 2016.

A draft report will be issued at each stage for comment and to allow for corrections of
fact and management comments to be incorporated. The final report will be issued
to the Executive Management Team for approval.

The final approved report at each stage will also be tabled at the Audit and Risk
Committee meeting for review.

The draft report for management consideration should be completed by the end of
June 2016.

Audit Findings and Recommendation Ratings

Compliance Rating

Findings are classified as having a good level of compliance, a substantial level of
compliance, a partial level of compliance or as being not compliant.

Recommended actions are classified as corrective where they relate directly to
legislative, policy or procedural requirements and/or present an unacceptable level of
risk to Council and improvement where they are in response to generally accepted
industry standards or better practice.

Definitions are as classified in the table below.

Non compliant There is no evidence of compliance with legislation,
policy, procedure and/or internal controls.
Pattial level of There is partial evidence of compliance with legisiation,
- compliance | policy, procedure and/or internal controls.
Substantial level of There is a substantial level of compliance with
compliance ) Ieg_slatlon policy, procedure and/or internal controls.
Good level of There is a good level of comphance with legislation,
| compliance _ policy, procedure and/or internal controls.
Control Risk Rating

Findings/issues are classified in accordance with a risk rating consistent with
Council’s Risk Management Framework so that recommendations are reported as:

Extreme risk recommendations

High risk recommendations

Moderate risk recommendations

Low risk recommendations

Better practice or improvement recommendations
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Sign Off

| have read the above Internal Audit Assignment Plan and | am satisfied the
objectives and scope meet the expectations for this audit.

Signe

General Manager Business and
Community Services

Date @\t \\e
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Accountants. Auditors & Business Consultants

City of West Torrens

Debt Collection Process
Gap Analysis May 2016 - Overview

The Council does not currently have a debt collection policy. Whilst the existence of a debt
collection policy is included in the Better Practice Model — Financial Internal Control for SA Councils
as a “core control”, it is not a mandatory or legislative requirement to have one. Administration is of
the view that a debt collection policy is not necessary, and instead that introducing an internal
documented debt collection procedure to assist with knowledge transfer and succession planning
for the future will be of benefit to Council.

Galpins has performed a gap analysis of existing debt collection processes used by Council against
legislative requirements and general principles of good practice, including consideration of the debt
collection policies / procedures of other SA Councils. This gap analysis forms an important input into
the development of a new documented procedure.

The gap analysis indicates that Council’s existing debt collection processes follow many good
practice principals, and have a strong level of compliance with legislative requirements.

The development of a documented procedure provides the opportunity to clarify Council’s position
on some areas of debt collection, including:

¢ guidelines around the application of 5184 (sale of land for non-payment of rates);

e formalising Council's position on the use of discounts and other incentives to encourage
prompt payment, and application of penalties for late payment;

e the nature and frequency of reporting of debtor data;

e guidelines for debt collection action for sundry debtors (currently at the discretion of
responsible managers);

e the use of payment plans / other flexible payment options; and

e remission and postponement of payment for sundry receivables.

Full details of the Gap Analysis are provided in the attached table.
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9.4 EXTERNAL AUDIT

9.4.1 BDO Annual Audit Plan & Engagement letters
Brief

This report provides the Audit and Risk Prescribed Committee with BDO's Annual Audit Plan and
Engagement letters in relation to the 2017/18 external audit.

RECOMMENDATION

It is recommended to the Audit and Risk Prescribed Committee that BDO's correspondence be
received.

Introduction

Council's appointed external auditor, BDO, has submitted it's 2017/18 Annual Audit Plan and its
engagement letters for internal controls and financial statements.

Discussion

The following reports have been presented by our External Auditors for the 2017/18 financial year
audit:

1. 2018 Annual Audit Plan

2. 2018 Assurance engagement letter on internal controls

3. 2018 Terms of engagement letter on our Financial Statements
Conclusion

This report presents our external auditors Annual Audit Plan and Engagement letters.

Attachments

1. 2018 BDO Annual Audit Plan
2. 2018 BDO Engagement letter Internal Controls
3. 2018 BDO Engagement letter Financial Statements
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I 4 Previous
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www.bdo.com.au Adelaide SA 5000

Tel: +61 8 7324 6000 Level 7, BDO Centre
Fax: +61 8 7324 6111 420 King William St
E————

GPO Box 2018, Adelaide SA 5001

AUSTRALIA

Mr Bill Ross

General Manager Corporate and Regulatory
City of West Torrens

165 Sir Donald Bradman Drive

HILTON SA 5033

23 March 2018

Dear Mr Ross
ASSURANCE ENGAGEMENTS ON CONTROLS

Design and Operating Effectiveness of Controls

You have requested that we undertake a reasonable assurance engagement on the design of
controls established by City of West Torrens in relation to financial transactions relating to the
receipt, expenditure and investment of money, acquisition and disposal of property and incurring
of liabilities, and the operating effectiveness of these controls throughout the period 1 July 2017
to 30 June 2018 in accordance with the requirements of the Local Government Act 1999. The
control objectives to be addressed are specified by legislation, which are that financial
transactions relating to the receipt, expenditure and investment of money, acquisition and
disposal of property and incurring of liabilities are conducted properly and in accordance with
law.

We are pleased to confirm our acceptance and our understanding of this reasonable assurance
engagement by means of this letter. Our assurance engagement will be conducted with the
objective of expressing an opinion on the suitability of the design of controls within City of West
Torrens’s systems to achieve the stated control objectives, and the operating effectiveness of
those controls throughout the period.

Responsibilities of the assurance practitioner

We will conduct our assurance engagement in accordance with Standard on Assurance
Engagements ASAE 3150 Assurance Engagements on Controls. That standard requires that we
comply with ethical requirements applicable to assurance engagements and plan and perform
procedures to obtain reasonable assurance about whether, in all material respects, the controls
are suitably designed to achieve the control objectives, and the controls operated effectively
throughout the period. An assurance engagement involves performing procedures to obtain
evidence about the design, description and operating effectiveness of controls.

The procedures selected depend on the assurance practitioner’s professional judgement,
including the assessment of the risks of material deficiencies in the design or deviations in the
operating effectiveness of the controls.

BDO Audit (SA) Pty Ltd ABN 33 161 379 086 is a member of a national association of independent entities which are all members of BDO (Australia) Ltd ABN 77 050 110 275,
an Australian company limited by guarantee. BDO Audit (SA) Pty Ltd and BDO (Australia) Ltd are members of BDO International Ltd, a UK company limited by guarantee, and
form part of the intemnational BDO network of independent member firms. Liability limited by a scheme approved under Professional Standards Legislation (other than for

the acts or omissions of financial services licensees).
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Because of the inherent limitations of an assurance engagement, together with the inherent
limitations of any system of controls there is an unavoidable risk that some deficiencies in the
design or deviations in the operating effectiveness of controls may not be detected, even though
the engagement is properly planned and performed in accordance with Standards on Assurance
Engagements.

The responsibilities of management and identification of the applicable control framework

Our assurance engagement will be conducted on the basis that management acknowledges and
understands that they have responsibility:

a) that throughout the period, in all material respects, and based on suitable criteria:

i.  the controls within City of West Torrens’s system were suitably designed to achieve the
identified control objectives; and

ii. the controls operated effectively to achieve the control objectives;

b) for the identification of suitable control objectives which are specified by law in relation to
the system;

c) for the identification of risks that threaten achievement of the control objectives
identified;

d) for design of the system, comprising controls which will mitigate those risks so that those
risks will not prevent achievement of the identified control objectives and therefore that
the control objectives will be achieved;

e) for operation of the controls as designed throughout the period;

f) to provide us with:

i.  access to all information of which those charged with governance and management are
aware that is relevant to the description of the system and design and operation of the
controls within that system;

ii. additional information that we may request from those charged with governance and
management for the purposes of this assurance engagement; and

iii. unrestricted access to persons within the entity from whom we determine it necessary
to obtain evidence.

As part of our engagement, we will request from management written confirmation concerning

representations made to us in connection with the engagement.

Assurance Approach

We will examine and evaluate the controls established by Council in relation to financial
transactions relating to the receipt, expenditure and investment of money, acquisition and
disposal of property and incurring of liabilities.

Due to the complex nature of internal control, our assurance procedures will not encompass all
individual controls at City of West Torrens, but will be restricted to an examination of those
controls reported which achieve the control objectives specified by legislation.
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Assurance Procedures
Our assurance procedures will include:

a) obtaining an understanding of the control environment of City of West Tarrens relevant to
financial transactions relating to the receipt, expenditure and investment of money,
acquisition and disposal of property and incurring of liabilities;

b) evaluating the design of specific controls by:

i.  assessing the risks that threaten achievement of the control objectives; and
ii. evaluating whether the controls described are capable of addressing those risks and
achieving the related control objectives;

c) making enquiries, inspecting documents, conducting walk throughs and re-performance of
controls to ascertain whether the degree of compliance with controls is sufficient to achieve
their control objectives throughout the period.

Assurance Report

The format of the report will be in accordance with ASAE 3150 with respect to reasonable
assurance engagements. An example of the proposed report is contained in the appendix to this
letter.

Our opinion will be phrased in terms of the suitability of the design of controls to achieve the
control objectives and the operating effectiveness of controls as designed.

Material Deficiencies in Design or Deviations in Operating Effectiveness of Controls]

We will issue an assurance report without modification, to provide a reasonable assurance
conclusion on the controls relevant to financial transactions relating to the receipt, expenditure
and investment of money, acquisition and disposal of property and incurring of liabilities where
our procedures do not identify a material deficiency in the design of controls necessary to
achieve the control objectives, or deviation in the operating effectiveness of controls as
designed. For this purpose, a material deviation, misstatement or deficiency exists when:

a) the controls as designed or the degree of compliance with them will not or may not achieve
the control objectives in all material respects; and

b) knowledge of that deficiency or deviation would be material to users of the assurance
report.

If our assurance engagement identifies that there are material deficiencies in the design or
deviations in the operating effectiveness of controls during the period covered by the report,
such deficiencies or deviations will be disclosed in our report even if they were corrected prior
to the end of the reporting period. However, our report will indicate that such deviations were
corrected if that is the case. If any material deficiencies or deviations disclosed in our report
have been corrected subsequent to this period (or are in the process of being corrected), we will
refer to this in our report.

Page 46 12 June 2018



Audit and Risk Prescribed Committee Item 9.4.1 - Attachment 2

|IBDO

Although the primary purpose of our assurance engagement will be to enable us to issue the
above described report, we may also provide you with a letter containing recommendations for
strengthening controls if such matters are observed during the process of the assurance
engagement. Although issues raised may not represent deficiencies in design or deviations in
operating effectiveness of the controls which are material to our conclusion, our
recommendations will address areas where we believe controls could be improved.

We look forward to full cooperation from your staff during our assurance engagement.
Terms of Trade

The terms of this engagement are per the Professional Services Period Agreement No.
CWT201700126 for Statutory Audit Services.

Yours sincerely
BDO Audit (SA) Pty Ltd

i

Andrew Tickle
Director
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APPENDIX 1
DRAFT INDEPENDENT ASSURANCE REPORT
ON THE INTERNAL CONTROLS OF CITY OF WEST TORRENS

Scope

We have undertaken a reasonable assurance engagement on the design and the operating
effectiveness of controls established by City of West Torrens (“the Council”) in relation to
financial transactions relating to the receipt, expenditure and investment of money, acquisition
and disposal of property and incurring of liabilities, throughout the period 1 July 2017 to 30 June
2018 relevant to ensuring such transactions have been conducted properly and in accordance
with law.

The Council’s Responsibility for the Internal Controls
The Council is responsible for:

a) the receipt, expenditure and investment of money, acquisition and disposal of property and
incurring of liabilities:

b) identifying the control objectives;

c) identifying the risks that threaten achievement of the control objectives;

d) designing controls to mitigate those risks, so that those risks will not prevent achievement
of the identified control objectives; and
e) operating effectively the controls as designed throughout the period.

Our Independence and Quality Control

We have complied with the relevant ethical requirements relating to assurance engagements,
which include independence and other requirements founded on fundamental principles of
integrity, objectivity, professional competence and due care, confidentiality and professional
behaviour. In accordance with Auditing Standard ASQC 1 Quality Control for Firms that Perform
Audits and Reviews of Financial Reports and Other Financial Information, and Other Assurance
Engagements, BDO Audit (SA) Pty Ltd maintains a comprehensive system of quality control
including documented policies and procedures regarding compliance with ethical requirements,
professional standards and applicable legal and regulatory requirements.

Assurance Practitioner’s Responsibility

Our responsibility is to express an opinion on the suitability of the design to achieve the control
objectives and operating effectiveness of controls established by Council in relation to financial
transactions relating to the receipt, expenditure and investment of money, acquisition and
disposal of property and incurring of liabilities, based on our procedures. We conducted our
engagement in accordance with Standard on Assurance Engagements ASAE 3150 Assurance
Engagements on Controls issued by the Auditing and Assurance Standards Board. That standard
requires that we comply with relevant ethical requirements and plan and perform our
procedures to obtain reasonable assurance about whether, in all material respects, the controls
are suitably designed to achieve the control objectives and the controls operated effectively
throughout the period.
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An assurance engagement to report on the design and operating effectiveness of controls
involves performing procedures to obtain evidence about the suitability of the design of controls
to achieve the control objectives and the operating effectiveness of controls throughout the
period. The procedures selected depend on our judgement, including the assessment of the risks
that the controls are not suitably designed or the controls did not operate effectively. Our
procedures included testing the operating effectiveness of those controls that we consider
necessary to achieve the control objectives identified. An assurance engagement of this type
also includes evaluating the suitability of the control objectives.

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

Limitations of Controls

Because of the inherent limitations of any internal control structure it is possible that, even if
the controls are suitably designed and operating effectively, the control objectives may not be
achieved and so fraud, error, or non-compliance with laws and regulations may occur and not be
detected.

An assurance engagement on operating effectiveness of controls is not designed to detect all
instances of controls operating ineffectively as it is not performed continuously throughout the
period and the tests performed are on a sample basis. Any projection of the outcome of the
evaluation of controls to future periods is subject to the risk that the controls may become
inadequate because of changes in conditions, or that the degree of compliance with them may
deteriorate.

Opinion
Our opinion has been formed on the basis of the matters outlined in this report.
In our opinion, in all material respects:

(a) the controls established by the Council in relation to financial transactions relating to the
receipt, expenditure and investment of money, acquisition and disposal of property and
incurring of liabilities were suitably designed to ensure such transactions have been
conducted properly and in accordance with law; and

(b) the controls operated effectively as designed throughout the period from 1 July 2017 to 30
June 2018.

BDO Audit (SA) Pty Ltd

Andrew Tickle
Director

Adelaide, XX Month 20XX
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Mr Bill Ross

General Manager Corporate and Regulatory
City of West Torrens

165 Sir Donald Bradman Drive

HILTON SA 5033

23 March 2018

Dear Mr Ross
TERMS OF ENGAGEMENT - AUDIT

The purpose of this letter is to set out the basis on which BDO Audit (SA) Pty Ltd (BDO) acts as
auditors of City of West Torrens (the Council) and the respective areas of responsibility of the
Council’s officers and of BDO.

Audit of the financial report
The objective and scope of the audit

You have requested that we audit the financial report of City of West Torrens which comprises the
statement of financial position as at 30 June 2018, the statement of profit and loss and other
comprehensive income, statement of changes in equity and statement of cash flows for the year
then ended, and notes to the financial statements including a summary of significant accounting
policies, and the certification of the financial statements. We are pleased to confirm our
acceptance and our understanding of this audit engagement by means of this letter.

The objectives of our audit are to obtain reasonable assurance about whether the financial report
as a whole is free from material misstatement, whether due to fraud or error, and to issue an
auditor’s report that includes our opinion. Reasonable assurance is a high level of assurance, but is
not a guarantee that an audit conducted in accordance with Australian Auditing Standards will
always detect a material misstatement when it exists. Misstatements can arise from fraud or error
and are considered material if, individually or in the aggregate, they could reasonably be expected
to influence the economic decisions of users taken on the basis of this financial report.

The responsibilities of the auditor

We will conduct our audit in accordance with Australian Auditing Standards. Those standards require
that we comply with ethical requirements. As part of an audit in accordance with Australian
Auditing Standards, we exercise professional judgement and maintain professional scepticism
throughout the audit. We also:

 |dentify and assess the risks of material misstatement of the financial report, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from
error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the
override of internal control.

mber firms, Liabitity limite
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Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by Council’s officers.

Conclude on the appropriateness of Council officers’ use of the going concern basis of
accounting and, based on the audit evidence obtained, whether a material uncertainty exists
related to events or conditions that may cast significant doubt on the entity’s ability to
continue as a going concern. If we conclude that a material uncertainty exists, we are required
to draw attention in our auditor’s report to the related disclosures in the financial report or, if
such disclosures are inadeguate, to modify our opinion. Our conclusions are based on the audit
evidence obtained up to the date of our auditor’s report. However, future events or conditions
may cause the entity to cease to continue as a going concern.

Evaluate the overall presentation, structure and content of the financial report, including the
disclosures, and whether the financial report represents the underlying transactions and events
in a manner that achieves fair presentation.

Because of the inherent limitations of an audit, together with the inherent limitations of internal
control, there is an unavoidable risk that some material misstatements may not be detected, even
though the audit is properly planned and performed in accordance with Australian Auditing
Standards.

The responsibilities of Council’s officers and identification of the applicable financial reporting
framework

Our audit will be conducted on the basis that the Council’s officers acknowledge and understand
that they have responsibility:

a)

b)

d)

For the preparation and fair presentation of the financial report in accordance with the Error!
Unknown document property name. and Australian Accounting Standards

For such internal control as Council’s officers determine is necessary to enable the preparation
of the financial report that is free from material misstatement, whether due to fraud or error

and

To provide us with:

1.

iii.

Access to all information of which Council’s officers are aware that is relevant to the
preparation of the financial report whether obtained from within or outside of the general
and subsidiary ledgers, such as records, documentation and other matters including access
to information relevant to disclosures;

Additional information that we may request from Council’s officers for the purpose of the
audit; and

Unrestricted access to persons within the entity from whom we determine it necessary to
obtain audit evidence;

To inform us of any documents that you expect to issue that may comprise other information;

1.

If the other information is provided prior to the auditor’s report date; the financial report
and any other information obtained prior to the date of the auditor’s report will be
consistent with one another, and the other information will not contain any material
misstatements;

If the other information is not provided prior to the auditor’s report date; to provide
and/or issue such other information that will enable us to complete our required
procedures.
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As part of our audit process, we will request from Council’s officers and where appropriate, those
charged with governance, written confirmation concerning representations made to us in
connection with the audit.

We look forward to full cooperation from your staff during our audit.
Other requirements

Council’s officers will inform us of any material event occurring between the date of our report and
the date of issue of the financial report, which may affect the financial report.

Expected form and content of the auditor’s report

We have included an example audit report in Appendix 1 to this letter, which reflects the form and
content of the auditor’s report, in the circumstance where the auditor has concluded that an
unmodified opinion is appropriate based on the audit evidence obtained, including the reporting on
other information. The form and content of our report may vary from the example in light of our
audit findings.

Fees

Our audit fees will be confirmed through our annual audit plan and will be consistent with our audit
tender.

Our fees are based on our understanding of your current operations and the required scope of the
engagement. [f these alter, the estimated fee will need to be revised.

Our fees do not include any advice or assistance that may be given in respect of accounting issues.
Whilst brief ad hoc advice provided in the course of our engagement is generally included in our
proposed fee, formal advice, assistance with complex issues or meetings to discuss these issues
which necessitate increased professional time will fall outside the scope of our proposed
engagement fee. Fees for any assistance provided in this regard will be negotiated prior to the
services being performed.

The fees assume that all engagement schedules and reports will be available upon commencement
of the engagement and that the financial report will be prepared by your staff. If schedules and
reports are not provided within the agreed timetable, additional costs may be incurred and charged
to you.

Should these assumptions not remain valid, we will inform you prior to the occurrence of additional
costs.

Other matters under the Local Government Act 1999
Independence

We confirm that, to the best of our knowledge and belief, we currently meet the independence
requirements of the Local Government Act 1999 in relation to the audit of the financial report. In
conducting our audit of the financial report, should we become aware that we have contravened the
independence requirements of the Local Government Act 1999, we shall notify you on a timely basis.
As part of our audit process, we shall also provide you with a written independence declaration as
required by the Local Government Act 1999.

Enquiries from oversight bodies

The Council’s officers shall notify BDO of any enquiries, such as financial reporting surveillance
enquiries, from any oversight body that relate to the audit engagement as soon as practicable.
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Presentation of the audited financial report on the internet

If you intend to electronically present the audited financial report and auditor’s report on your web
site or any other digital media, the security and controls over information on the relevant web site
shall be addressed by the entity to maintain the integrity of the data presented. The examination of
the controls over the electronic presentation of audited financial information on the entity’s web site
is beyond the scope of the audit of the financial report. Responsibility for the electronic presentation
of the financial report on the entity’s web site is that of the governing body of the entity.

Terms of Trade

The terms of this engagement are per the Professional Services Period Agreement No.
CWT201700126 for Statutory Audit Services.

Yours faithfully
BDO Audit (SA) Pty Ltd

Andrew Tickle
Director
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APPENDIX 1

DRAFT INDEPENDENT AUDITOR’S REPORT
TO THE PRINCIPAL MEMBER OF CITY OF WEST TORRENS

Report on the Audit of the Financial Report
Opinion

We have audited the financial report of City of West Torrens(the Council), which comprises the
statement of financial position as at 30 June 2018, the statement of profit and loss and other
comprehensive income, the statement of changes in equity and the statement of cash flows for the
year then ended, and notes to the financial report, including a summary of significant accounting
policies, and the certification of the financial statements.

In our opinion the financial report of City of West Torrens, presents fairly, in all material respects,
the Council’s financial position as at 30 June 2018 and its financial performance for the year ended
on that date in accordance with Australian Accounting Standards, the Local Government Act 1999,

and the Local Government (Financial Council’s officers) Regulations 2011.

Basis for opinion

We conducted our audit in accordance with Australian Auditing Standards. Our responsibilities
under those standards are further described in the Auditor’s Responsibilities for the Audit of the
Financial Report section of our report. We are independent of the Council in accordance with the
Local Government Act 1999 and the ethical requirements of the Accounting Professional and Ethical
Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are
relevant to our audit of the financial report in Australia. We have also fulfilled our other ethical
responsibilities in accordance with the Code.

We confirm that the independence declaration required by the Local Government Act 1999, which
has been given to the Council, would be in the same terms if given to the Council as at the time of
this auditor’s report.

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

Information Other than the Financial Report and Auditor’s Report Thereon

Management is responsible for the other information. The other information obtained at the date of
this auditor’s report is Other Information.

Our opinion on the financial report does not cover the other information and accordingly we do not
express any form of assurance conclusion thereon.

In connection with our audit of the financial report of the City of West Torrens, our responsibility is
to read the other information and, in doing so, consider whether the other information is materially
inconsistent with the financial report or our knowledge obtained in the audit, or otherwise appears
to be materially misstated.

If, based on the work we have performed, we conclude that there is a material misstatement of this
other information, we are required to report that fact. We have nothing to report in this regard
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Council’s responsibility for the Financial Report

The Council’s officers are responsible for the preparation and fair presentation of the financial
report in accordance with Australian Accounting Standards, the Local Government Act 1999 and the
Local Government (Financial Council’s officers) Regulations 2011and for such internal control as the
Council’s officers determine is necessary to enable the preparation and fair presentation of the
financial report that is free from material misstatement, whether due to fraud or error.

In preparing the financial report, the Council’s officers are responsible for assessing the
Council’s ability to continue as a going concern, disclosing, as applicable, matters related to
going concern and using the going concern basis of accounting unless the Council’s officers
either intend to liquidate the Council or to cease operations, or has no realistic alternative but
to do so.

Auditor’s responsibilities for the audit of the Financial Report

Our objectives are to obtain reasonable assurance about whether the financial report as a whole is
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee
that an audit conducted in accordance with the Australian Auditing Standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are
considered material if, individually or in the aggregate, they could reasonably be expected to
influence the economic decisions of users taken on the basis of this financial report.

A further description of our responsibilities for the audit of the financial report is located at the
Auditing and Assurance Standards Board website (http://www.auasb.gov.au/Home.aspx) at:
http://www.auasb.gov.au/auditors_files/ar3.pdf.

This description forms part of our auditor’s report.

BDO Audit (SA) Pty Ltd

Andrew Tickle
Director

Adelaide, XX October 2018
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9.5 COMMITTEE PERFORMANCE AND REPORTING

Nil

10 OTHER BUSINESS

11 CONFIDENTIAL
Nil

12 NEXT MEETING
14 August 2018, 6.00pm in the Mayor's Reception Room.

13 MEETING CLOSE
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