
 

  
 
 

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, 9 OCTOBER 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. 
 
This meeting, and the reports considered herein, are subject to the provisions of Section 91A 
of the Local Government (Elections) Act 1999 and Council's Election Period Caretaker Policy. 
The Act prohibits councils making designated decisions during the caretaker period. The 
caretaker period commenced on 18 September 2018 and continues to the conclusion of the 
election. 
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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 14 August 2018 be 
confirmed as a true and correct record. 
 

6 COMMUNICATION BY THE CHAIRPERSON 
 

7 PRESENTATIONS 
Nil 
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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 the completion of the two actions 
that arose from the Committee's August 2018 meeting and therefore 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 
Two (2) actions arose from the 12 June 2018 meeting which have been completed. Consequently, 
as at 30 September 2018, there are no open actions (Attachment 1).  
 
Conclusion 
This report advises that all open actions from previous meetings have been completed. 
 

Attachments 
1. Open Actions Update 30 September 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  
8 August 2018 and 2 October 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 8 August 2018 and 
2 October 2018 
 
21 August 2018 
• Creditor Payments 
• Taxi Voucher Usage 
• Elected Member Telephones 
• Register of Allowances and Benefits - 12 Months to 30 June 2018 
• Investment Review 2017/18 
• Mendelson Foundation Investment Performance 2017/18 
• Revision of the 2018/19 Budget   

 
4 September 2018 
• Nil 
 
18 September 2018 
• Early Rate Payment Incentives 
• Creditor Payments 
• Council Budget Report - TWO months to 31 August 2018 
• Credit Card Purchases April - June 2018  
 
2 October 2018 
• Nil 
 
Conclusion 
This report lists finance related reports which were considered by Council between 8 August 2018 
and 2 October 2018 
 

Attachments 
Nil 
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9.2 INTERNAL CONTROLS AND RISK MANAGEMENT SYSTEMS 

9.2.1 Annual Strategic Risk Review 
Brief 
This report presents the results of the 2018-2019 Annual Strategic Risk Review. 
 
RECOMMENDATION 
It is recommended to the Committee that the 2018-2019 Annual Strategic Risk Review be 
received.  
 
 
Introduction 
As part of Council's risk management program, implemented in 2009, strategic risks are subject to 
both a comprehensive annual review as well as a mid-year review. This report seeks to present the 
review of the strategic risks and broadly highlight amendments to these risks.  
 
Discussion 
The City of West Torrens (CWT) Administration Policy - Enterprise Risk Management Framework 
provides that strategic risk identification, strategic risk analysis and strategic risk evaluation occur 
annually and reviewed six-monthly. Strategic risks are those risks that impact on the whole 
organisation rather than and individual department and so are managed by the Executive. 
 
As a result, the Executive Management Team (EMT) continues to review and report on its strategic 
risks at six-monthly intervals (Reviews). The importance of six-monthly Reviews is recognised as 
an important function in the identification, monitoring and controlling of current, new or emerging 
strategic risks.  
 
The format of the Review Report is different to that of previous years and is more informative. This 
is a result of a review of the structure and content and the ability to report directly from 'Interplan' 
which is the software product used by the organisation to assist in and document risk management 
processes. It also contains additional information i.e. links to operational risks. 
 
Risk Framework  
CWT has adopted the risk analysis matrix (Matrix) which forms part of the AS/NZ ISO 31000 Risk 
Management (Standard). Use of the matrix allocates a risk rating based on the likelihood (%) and 
consequence level of a risk occurring (Attachment 1).  
 
To assist in the determination of the consequence level, risk consequence descriptors have been 
approved across a range of risk areas such as financial, reputation, people and WHS  
(Attachment 2).  
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Strategic Risk Review  
The strategic risk review process, undertaken by the EMT, is outlined below in Table A.  
 
TABLE A: Executive Management Team - Strategic Risk Review Process 

 Annual Review Mid-Year Review 
Process • EMT Workshop/Meeting/Email  

• Risk Team meets with risk control 
owners (Managers)  
 

• Review by Executive via email 

Output  • Strategic Risk Report generated 
 

• Nil  

Report  • Comprehensive report presented to 
the A&R Committee  

• Summary report with emphasis on 
material change presented to the 
A&R Committee  

 
 
As a result of the process detailed in Table A, the EMT has reviewed the organisation's strategic 
risks which resulted in significant amendments to the strategic risks. A summary of these 
amendments can be found in the table below and a more comprehensive summary can be found in 
Attachment 3.  
 

2017-2018Strategic Risks 2018-2019 Strategic Risks Amendment 
1 The Business 1 Business Practices Title change and minor 

descriptor modification 
2 Staff 2 Workforce Management Title change and 

additional descriptor 
3 Serious Injury or Death 

 
3 Effective WHS Management Title change 

4 The Council 4 Stakeholder Relationships Title change and 
descriptor consolidation 

5 Decision Making 
 

5 Decision Making Descriptor separation 

6 Advice and Information 6 Advice and Information Minor descriptor 
modification 

7 Fraud and Corruption 7 Fraud and Corruption Minor descriptor 
modification 

8 Information Services 8 Information Technology 
Infrastructure and Services 

Title change 

9 Ineffective Organisational/ 
Community Resilience 
 

9 Ineffective Business Continuity 
and Community Resilience 

Title change and major 
descriptor change 

10 Flooding 10 Emergency Events Title change and major 
descriptor change 

 11 Infrastructure Management New strategic risk 
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There are no changes to the overall residual risk ratings of the strategic risks as follows: 
 

2018-2019 Strategic Risk Likelihood Consequence Revised Risk 
Rating 

1 Business Practices Unlikely Moderate Moderate 
2 Workforce Management Unlikely Major Moderate 
3 Effective WHS Management Rare Catastrophic Moderate 
4 Stakeholder Relationships Unlikely Major Moderate 
5 Decision Making Unlikely Moderate Moderate 
6 Advice and Information Unlikely Moderate Moderate 
7 Fraud and Corruption Unlikely Major Moderate 
8 Information Technology 

Infrastructure and Services 
Unlikely Major Moderate 

9 Ineffective Business 
Continuity and Community 
Resilience 

Moderate Major High 

10 Emergency Events Rare Catastrophic Moderate 
11 Infrastructure Management Unlikely Moderate Moderate 
 
 
Revised risk ratings of High or Extreme are outside of the Council's risk tolerance, therefore 
solutions have been identified that, when implemented, will assist to reduce the residual risk level 
as low as reasonably practical.  
 
In the interim, the Executive's monitoring of Strategic Risk 9 - Ineffective Business Continuity and 
Community Resilience has been increased from 6 monthly to quarterly.  
 
Control Verification Process 
The strategic risk review ensures that thorough assessment of the controls associated with each 
risk is undertaken, at least annually, to determine whether each asserted control is tangible or 
intangible dependent on whether evidence of each asserted control is available. Controls have 
been provided for each risk (Attachment 4).  
 
This evidence has been reviewed by desktop process and is available in hard or soft copy on 
request by Committee members. 
 
Emerging Risks  
As a result of the process detailed in Table A, the EMT reviewed the 'emerging risks' which are 
risks or issues which are currently on the horizon which may or may not have an impact on Council 
and which may or may not be within the control of the CWT. These have not been risk assessed at 
this point, generally because the risk is not concrete in nature, but will be monitored and risk 
assessed if they eventuate and are within the organisation's control. A summary of these 
amendments to the emerging strategic risks identified can be found in the table below and a more 
comprehensive summary can be found in Attachment 3 
 

2017-2018 Emerging Risks 2018-2019 Emerging Risks Change Proposed 
1 Infill Development/ PDI 

Implementation 
1 Infill Development/ PDI 

Implementation 
Minor updates to 
descriptor and notes 

2 Rate Capping 2 Financial Sustainability Title change and 
broader descriptor 

 3 Waste, Recycling and 
Disposables Management 

New emerging strategic 
risk 
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Conclusion 
The 2018-2019 Annual Strategic Risk Review has been completed by the Executive Management 
Team and the outcomes of the Review are attached for information. The review resulted in a 
number of amendments to the strategic risks including the addition of a new strategic risk: 
Strategic Risk 11 - Infrastructure Management. All risks were subject to an extensive control 
verification process which involved meeting with the management team. 
 

Attachments 
1. Risk Analysis Matrix   
2. Consequences Descriptors Matrix   
3. Strategic Risk Review Amendments Summary   
4. 2018/19 Annual Strategic Risk Review    
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9.3 INTERNAL AUDIT 

9.3.1 Service Centre Procedures and Systems Audit Report 
Brief 
This report presents the results of the Service Centre Procedures and Systems Internal Audit. 
 
RECOMMENDATION 
It is recommended to the Committee that this report be received. 
 
 
Introduction 
In accordance with the approved Internal Audit Program 2015-2018, the Service Centre 
Procedures and Systems Audit (Audit) was approved and commenced in August 2018 in 
accordance with the approved scope to report on: 
 

• use of questionnaire procedures to ensure consistent provision of information contained in 
Pathway, a local government IT system used to manage land, property, regulatory services 
and revenue 

• use of Service Centre templates 
• message protocols, and; 
• Service Centre KPIs. 

 
The Audit also aimed to review error reports and identify opportunities for the introduction of better 
practices and process improvements. 
 
Following completion of the Audit, a draft internal audit report (Report) was issued to the Executive 
as well as the Team Leader Service Centre and relevant officers for comment and individual risk 
assessment with a closing meeting held to provide an opportunity to clarify audit findings with the 
Auditor. The final Report was provided to the Executive in September 2018 (Attachment 1). 
 
Internal Audit Findings 
The Auditor's found that the City of West Torrens' (CWT) approach to managing the risk relating to 
Service Centre Procedures and Systems are compliant with the organisation's intent for the 
provision of effective information flow. The Auditor highlighted that there is a strong focus on 
continuous improvement and innovation within the Service Centre, with the example given relating 
to a focus on identifying better practice from other Local Government and corporate service 
centres. 
 
Six (6) Audit findings were made by the auditor of which three (3) attracted a low level of risk, and 
three (3) highlighted better practice findings. 
 
All Audit findings are within CWT's risk tolerance levels. The recommendations are minor in nature 
and the cost of implementing the recommendations exceeds the benefits, therefore progress 
updates will not be reported to the Committee. 
 
Conclusion 
The Service Centre procedures and Systems Internal Audit, undertaken by Council's contract 
auditor has been completed. Six (6) audit findings were made all of which are within CWT's risk 
tolerance levels. As such, the Administration will implement the recommendations only if the 
benefit of doing so exceeds the costs of resource allocation. 
 

Attachments 
1. Service Centre Procedures and Systems Internal Audit    
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9.3.2 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 30 September 2018. The full internal audit program update is attached 
(Attachment 1). 
 
Summary 

Audit Status Number 
In Progress  3 

Completed 9 

Not Started 1 

Total Audits Programmed (excluding staged audits) 13 
Audit Status (Staged Audits) Number 
Staged Audits Complete 0 

Staged Audits in Progress or Next Stage Not Started 2 

Total Staged Audits 2 
Cancelled/Deferred 3 
Total Audits 18 

 
 
Audits in Progress 
 
The following audit is in progress: 
 
1. The Contractor Management audit is currently underway. A draft report has been received and 

will be presented to the first meeting of the Committee in 2019.  
2. Work Zone Traffic Management audit is currently underway. A draft report has been received 

and will be presented to the first meeting of the Committee in 2019. 
3. Community Consultation audit is currently underway. A draft report has been received and will 

be presented to the first meeting of the Committee in 2019. 
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Audits Completed 
 
The following audits have been completed as at 30 September 2018: 
 
1. Accounts Payable 
2. Hazard register - WHS Controls 
3. Land and Building (Sale and Conveyancing) Act 2010 (Section 12 Statements) 
4. Food Act 2001 
5. Information Fraud 
6. Vic Roads Annual Audit 
7. Internal Audit Recommendations 
8. Governance Framework (Elected Member Conflict of Interest)  
9.  Service Centre Procedures and Systems 
 
 
Audits Not Started 
 
The following audit has not yet commenced: 
 
1. Business Continuity and Emergency Management Plan (Review and Exercise Event) - A 

provider has been selected to provide initial training and a testing program for the organisation 
regarding its resilience capabilities. The CWT Emergency Management and Business 
Continuity Plan is undergoing final review to ensure correlation with the recently released 
LGA's Emergency Management Plan and so the audit is delayed. 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 or 
early 2019. 

 
 
Facilitative/Staged Audits in Progress 
 
The following two (2) facilitative and staged audits will continue to be progressed with activity 
spanning over multiple internal audit programs: 
 
1. Maintenance of Plant and Equipment - Stage 1 complete. Stage 2 commenced in July 2018. A 

working party meeting was held in June 2018 and an action plan has been developed. Stage 3 
of the audit will commence in January 2019. 

 
2. Continuous Audit - Procurement Roadmap (CAPR) - Stages 1, 2 and 3 complete. Stage 4 is in 

progress. A report will be presented to the first meeting of the Committee in 2019. 
 
 
Audits Cancelled 
 
The Committee recommended that the following audits be cancelled: 
 
1. Cash Handling Spot Audit was cancelled at the recommendation of the Audit Committee. 
2. Budget Planning and Strategic Planning Alignment Audit was cancelled at the 

recommendation of the Audit Committee. 
3.  Stage 2 - Debtor Management Staged Audit 
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Conclusion 
Following the cancellation of three (3) audits from the 2017-18 Internal Audit Program, nine (9) of 
the remaining planned fifteen (15) audits are complete as at the end of the fourth quarter. 
 
Of the remaining six (6) audits, five (5) are in progress and one (1) has not started. 
 
Overall fourteen (14) of the remaining fifteen (15) audits (93%) are either complete or in progress. 
 

Attachments 
1. Internal Audit Program 2017-2018 Update as at September 2018    
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9.3.3 2018-2022 Internal Audit Plan 
Brief 
This report presents the 2018 - 2022 Internal Audit Plan. 
 
RECOMMENDATION 
It is recommended to the Committee that the 2018 - 2022 Internal Audit Plan be noted and 
endorsed. 
 
 
Introduction 
Since 2006, the organisation has benefitted from the establishment of a robust internal audit 
function. The 2018 - 2022 Internal Audit Plan (Plan) is a four year plan, developed using risk-based 
methodology, which aligns to the term of the Council and the term of the Committee.  
 
This report presents the Plan (Attachment 1). The Plan also outlines the Annual Audit Program 
(Program) to be undertaken within each financial year throughout the life of the Plan. 
 
Discussion 
Planning Approach  
Section 1 of the Plan outlines the risk methodology used in the development of the Plan and which 
is correlated to the organisational risks contained within the organisation's risk register.  
 
As all risks contained within the risk register have a revised (residual) risk rating of moderate or 
low, the Risk Management Controls Verification Audit was undertaken in 2015 to determine the 
veracity of the controls asserted to be in situ for each risk which, in turn, gives rise to the revised 
(residual) risk rating. This audit verified that the stated controls are in place. Therefore, in the 
absence of any high risk activity, the Plan has been developed by prioritising those:  
 

• risks with a revised risk level of 'Moderate' and which attract a revised risk rating 
consequence of 'catastrophic or major';  

• risks that give rise to key triggers which may drive audit activity; or  
• previous audit findings of non-compliance.  

 
In addition, key triggers which may drive internal audits include: 
 

• Change in internal controls/risk rating 
• High dependence on internal controls 
• Changes in legislation/key staff 
• Past fraud/litigation or high risk of fraud/litigation 
• Industry trends/benchmarking 
• Results from previous audits/Requests for assurance 

 
It is acknowledged that some risks may not have been identified and/or appropriately assessed 
and changes to the Plan/Programs may be required from time to time to account for changes 
within the organisation and/or to ensure the focus of internal audit is responsive to the organisation 
current and emergent risks. The Plan has been designed with inherent flexibility to accommodate 
changes to each year's Program. 
 
The Plan and Programs have been developed with the active engagement and consultation of the 
Executive and management teams.  
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Plan Content 
The Plan contains nine (9) sections as follows: 
 
Section 1 - Introduction  
Section 2 - Internal Audit Type Descriptors  
Section 3 - Organisational Risk Tolerance, Treatment and Responsibilities  
Section 4 - Risks and Internal Audit Planning 
Section 5 - Internal Audit Program Schedule 2018 - 2022 
Section 6 - Internal Audit Program for 1 November 2018 to 30 June 2019 
Section 7 - Internal Audit Program for 1 July 2019 to 30 June 2020 
Section 8 - Internal Audit Program for 1 July 2020 to 30 June 2021 
Section 9 - Internal Audit Program for 1 July 2021 to 30 November 2022  
 
Resourcing  
The internal audit function is co-sourced with the allocation of a 0.5 FTE to the Program Leader 
Strategic Resilience position which is complemented via the engagement of expert contract 
internal auditors to undertake assurance and legislative audits. Budgets will be determined each 
year in line with the audits proposed in the Plan. 
 
While all 'moderate' risks with a revised risk rating of 'catastrophic' will be subject to audit over the 
life of the Plan, resourcing does not allow for all 'moderate' risks with a revised risk consequence of 
'major' to be audited over the same timeframe. These audits will either be carried forward into 
subsequent Plans or may be used to substitute those planned audits that are not able to be 
undertaken. 
 
Implementation  
While the four (4) year Plan is aligned to the term of the Council and subsequently the Committee, 
reporting will be aligned to the Program(s) contained within the Plan and updates will be provided 
to each future ordinary meeting of the Committee. 
 
The Plan will be reviewed on an annual basis (commencing 30 June 2019) to ensure relevance, 
address scheduling issues, enable reprioritisation and/or inclusion of any unforeseen risk activity or 
mandated audits. 
 
Conclusion 
The Internal Audit Plan 2018 - 2022 and the Annual Audit Programs have been developed based 
on approved risk based methodology supported by the active engagement and consultation with 
the Executive and management teams. It is also recognised that changes to the Plan or Programs 
may be required from time to time to account for changes within the organisation and to ensure the 
focus of internal audit addresses the organisation current and emergent risks.  
 
Progress update reporting against Annual Internal Audit Program(s) will be provided to each 
ordinary meeting of the Committee. 
 

Attachments 
1. 2018 - 2022 Internal Audit Plan    
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9.4 EXTERNAL AUDIT 

9.4.1 BDO Audit Completion Report 
Brief 
This report presents the Audit Completion Report from Council's external auditors for the financial 
year ending 30 June 2018. 
 
RECOMMENDATION 
It is recommended to the Audit and Risk Committee that this report be received.  
 
 
Introduction 
The external auditors have prepared their Audit Completion Report (Attachment 1) identifying the 
status and the findings of their audit of the City of West Torrens. 
 
Discussion 
The Audit Completion Report is provided in 5 key sections: 
 

1. Audit Status 
2. Key accounting and audit matters 
3. Summary of misstatements 
4. Internal control 
5. Appendices 

a. Proposed audit report 
b. Independence declaration 
c. Other communications 
d. New developments 

 
At the date of production of the Audit Completion Report, BDO anticipates issuing an unqualified 
opinion on the financial statements and internal controls. 
 
Conclusion 
This report presents the Audit Completion Report prepared by BDO. 
 

Attachments 
1. BDO Audit Completion Report    
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9.4.2 Annual Financial Statements - Year Ending 30 June 2018 
Brief 
This report proposes that the Audit and Risk Committee review the annual financial statements of 
the Council for the year ended 30 June 2018 to ensure that they present fairly the state of affairs of 
the Council. 
 
RECOMMENDATION(S) 
It is recommended to Audit and Risk Committee that: 
 
1. In accordance with Regulation 22(5) of the Local Government (Financial Management) 

Regulations 2011, it be noted that a draft unsigned statement has been received from Andrew 
Tickle, Partner of BDO, certifying his independence. 
 

2. In accordance with Section 126(4)(a) of the Local Government Act 1999, the annual financial 
statements as contained in Attachment 1 of the agenda report be reviewed, and on being 
satisfied that they present fairly the state of affairs of the Council, they be referred to BDO for 
finalisation and the provision of an independent audit opinion. 
 

3. In accordance with Regulation 22(3) of the Local Government (Financial Management) 
Regulations 2011, the Chief Executive Officer and Presiding Member of the Audit and Risk 
Committee sign the statement contained in Attachment 1 of the agenda report certifying that 
the Council has not engaged BDO to provide any services outside of the scope of their 
function as external auditor. 
 

4. It be recommended to Council that the Chief Executive Officer and Principal Member be 
authorised to certify the annual financial statements in their final form pursuant to the 
requirements of Regulation 14(g) of the Local Government (Financial Management) 
Regulations 2011. 

 
 
Introduction 
The annual financial statements for the year ended 30 June 2018 have been prepared in 
accordance with the requirements set out in the model financial statements pursuant to Regulation 
13 of the Local Government (Financial Management) Regulations 2011 (the Regulations) and, in 
accordance with the Regulations, must now be reviewed by the Audit and Risk Committee 
(Committee). 
 
A key function of the Committee is to review the annual financial statements of the Council to 
ensure that they present fairly the state of affairs of the Council (Section 126(4)(a) of the Local 
Government Act 1999 (Act)). 
 
In order to facilitate an effective review, the following information is supplied: 
 
1. In accordance with Section 127(1) of the Act, the draft financial statements for the City of 

West Torrens, shown as Attachment 1 to this report and comprising: 
 

• A statement of comprehensive income; 
• A statement of financial position; 
• A statement of changes in equity; 
• A statement of cash flows; and 
• Appropriate notes and other explanatory documentation to be read in conjunction with 

these statements. 
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2. In accordance with Regulation 22(3), an unsigned statement by the Chief Executive Officer, 
Mr Terry Buss and the Presiding Member, Councillor Steven Rypp (contained in Attachment 
1), certifying that the external auditor, Mr Andrew Tickle of BDO, is independent of the 
Council and has not been engaged by Council for any services outside of the scope of the 
external audit function as prescribed in the Act. 

 
It is recommended that the Chief Executive Officer and presiding member of the Audit and 
Risk Prescribed General Committee sign the 'independence statement' following the review 
of the financial statements in discussion with the external auditor. 

 
3. In accordance with Regulation 22(5), a draft unsigned statement by Mr Andrew Tickle of 

BDO certifying his independence (contained in Attachment 1). 
 
The General Manager, Corporate and Regulatory and other finance staff will attend the meeting to 
answer any questions about the information provided. Mr Andrew Tickle and Ms Linh Dao will also 
be in attendance to brief the Committee and respond to questions as to the preliminary findings of 
the audit of the financial statements. 
 
Following formal Committee consideration of these statements, they will be referred to BDO to be 
finalised and for a final independent audit opinion to be provided. Referral to Council on  
6 November 2018 is then intended. 
 
 
Discussion 
Net Operating Surplus 
The year to 30 June 2018 ended with Council showing a favourable net operating surplus before 
capital and other items of $10.474 million as shown below:  
 

 
 
  

2018 2017
$'000 $'000

Income 65,450 64,556
Less Expenditure 56,234 53,405

Operating Result 9,216 11,151

Add: Net Gain / (Loss) on Disposal 11 (52)
Amounts Received for New / 
Upgraded Assets 1,247 1,368
Physical Resources Donated 0 578

Net Surplus / (Deficit) 10,474 13,045
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Council's operating surplus ratio has fallen from 17 per cent to 14 per cent, ratios for the last five 
years being: 
 
 

Financial Operating 
Year Surplus Ratio  
 
2013/14   9% 
2014/15 10% 
2015/16   6% 
2016/17 17% 
2017/18 14% 
 
 

LGA Information Paper 9 Financial Indicators (May 2015) suggests an operating break even 
position, or better, over any five year period, and an operating surplus ratio of between zero and  
10 per cent as a long term target range. 
 
Sustainability 
The asset sustainability ratio shows the extent to which capital expenditure on the renewal and 
replacement of assets matches the level proposed in Council's Infrastructure and Asset 
Management Plan. Achieving a break even result of 100 per cent or better demonstrates that the 
cost of consumption of assets in any one year is being met by current rates and current ratepayers. 
 
LGA Information Paper 9 suggests an asset sustainability ratio greater than 90 per cent but less 
than 110 per cent. This was substantially achieved in the five financial years to 2017/18, as shown 
in note 15 of the accounts, although 2017/18 has been impacted by the one-off purchase of the 
new depot. 
 

Financial Asset 
Year Sustainability 

Ratio 
 

2013/14 103% 
2014/15 111% 
2015/16 104% 
2016/17 105% 
2017/18 152% 

 
 
Liquidity 
Council's balance sheet and cash flow statement indicate a strong end of year cash flow position, 
with cash down from $20.707m to $17.719m. Two factors have largely contributed to the strength 
of Council’s cash flow position: 
 

• Asset sale proceeds yet to be utilised; and 
• Slippage on the capital expenditure program. 
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Other Matters 
Other items of note include: 
 

• The most recently available full actuarial investigation conducted by the actuary for the 
Local Government Superannuation Scheme as at 30 June 2017, indicated that the defined 
benefit fund was in a satisfactory financial position, with advice provided that contribution 
levels at the time were adequate, but Council's contribution rates may need to change at a 
future point in time (refer note 18). 

 
• Work in progress has increased from $3.720 million to $8.741 million, largely due to 

increased long term significant capital and capital works projects; including the 
redevelopment of Weigall, Camden and Apex/Lockleys Ovals, along with purchase of the 
new depot, with these projects accounting for over $2.9 million alone.  

 
• Depreciation expense increased by $0.493 million or 4.1 per cent to $12.515 million (refer 

note 3). 
 

• Mendelson Foundation wealth increased by $108,077 to $1.447 million during the course of 
the year, a portfolio increase of 8.1 per cent (10.4 per cent in 2016/17). 

 
• Unspent funds carried forward have increased to $36.916 million, an amount that is heavily 

committed.  Community hubs funding accounts net for $13,583,375 or 37.2 per cent of the 
carryover amount, with Lockleys drainage and seven road reconstructions accounting for a 
further $14,061,181 or 38.6 per cent of the carryover amount (net of overheads). Carried 
forward funds since the year ended 30 June 2008 have been as follows: 

 
Year Ended  Amount 

30 June $'000 
 

2009   9,992 
2010   8,797 
2011 10,930 
2012   9,760 
2013   8,754 
2014 10,475 
2015 11,396 
2016 20,215 
2017 24,838 
2018 36,916 

 
 

• Notes comparing budget and actual expenditure and income for the year are excluded from 
the accounts, following changes to the Local Government (Financial Management) 
Regulations 2011, but these will be reported to Council in November 2018. 

 
• Full cost attribution is reflected at note 12. 

 
• With funds from the sale of St Martin's, the loan balance was fully paid out in 2016, with the 

trend since 1991 as below.  Council is expecting sizeable borrowings to occur when 
carryovers funds are spent over the next year or so, which could be in the vicinity of  
$20 million. 
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An audit completion report from BDO will be tabled at the meeting. 
 
Conclusion 
This report proposes that the Audit and Risk Committee review the annual financial statements of 
the Council for the year ended 30 June 2018 to ensure that they present fairly the state of affairs of 
the Council. It is intended that they be presented to Council for adoption on 6 November 2018. 
 

Attachments 
1. Audited Draft Financial Statements    
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9.5 COMMITTEE PERFORMANCE AND REPORTING 

Nil 
 

9.6 NEW AND EMERGING RISKS 

Nil 
 

10 OTHER BUSINESS  
 

11 CONFIDENTIAL    
Nil 

 

12 NEXT MEETING  
TBA, 6.30pm in the Mayor's Reception Room. 
 

13 MEETING CLOSE 
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