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TERMS OF REFERENCE 
 
AIM/PURPOSE: 
 
The Audit, Risk and Governance Committee has been established in accordance 
with Part 7 of the Local Government Act 1995 to: 
 
1. Liaise with the Auditor(s) to assist Council in carrying out functions in 

relation to external audit, including liaising with the Auditor and develop a 
process for selection and appointment of a person as the Auditor. 

 
2. Receive Quarterly Budget Review Reports; 
 
3. Receive Quarterly Financial Reports on all of the Town of Port Hedland’s 

Managed Community Facilities;  
 
4. Review and suggest improvements to Risk Management within the 

organisation; and 
 
5. Assist the organization in the development of an internal audit program and 

make recommendations to Council regarding: 
• Financial Management 
• Risk Management 
• Internal Controls 
• Legislative Compliance 
• Internal and External Audit Planning and Reporting 

 
MEMBERSHIP 
 
Mayor Kelly Howlett 
Councillor Camilo Blanco – Presiding Member 
Councillor Louise Newbery 
Councillor Richard Whitwell 
 
Proxy 
Councillor David Hooper 
Councillor Julie Arif 
 
Community Members 
Ms Nina Pangahas 
Mr Ron Attwood 
 
QUORUM 
 
The quorum for the Committee be a minimum of 50% of its membership. 
 
MEETING FREQUENCY, TIMES AND VENUE 
 
Quarterly on Tuesdays at 5:30pm in Council Chambers or as determined from 
the Council from time to time. 
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DELEGATION: 
 
The Town of Port Hedland Council provides delegated authority to the Audit, Risk 
and Governance Committee to meet annually with the Town’s auditor(s) as 
required by Section 7.12A(2) of the Local Government Act 1995. 
 
TENURE:   
 
Ongoing     
 
RESPONSIBLE OFFICER:   
 
Director Corporate Services    

 
(Adopted by Council at its Ordinary Meeting held 16 November 2011.  
Amended by Council at its Ordinary Meeting held 23 October 2013.  
Amended by Council at its Ordinary Meeting held on 11 December 2013. 
Amended by Council at its Ordinary Meeting held on 27 May 2015. 
Amended by Council at its Ordinary Meeting held on 28 October 2015. 
Amended by Council at its Ordinary Meeting held on 25 November 2015.) 
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ITEM 1 OPENING OF MEETING 
 
The Presiding Member declared the meeting open at 5.35 pm. 
 
 
ITEM 2 ACKNOWLEDGMENT OF TRADITIONAL OWNERS 
 
The Presiding Member acknowledged the traditional owners, the Kariyarra 
people. 
 
 
ITEM 3 RECORDING OF ATTENDANCE AND APOLOGIES 
 
3.1 Attendance 
 
Elected Members: 
Councillor Camilo Blanco – Presiding Member 
Mayor Kelly Howlett – Left the meeting at 6.30pm 
Councillor Richard Whitwell 
 
Community Members: 
Ms Nina Pangahas 
Mr Ron Attwood 
 
Officers: 
Sid Jain   Director Corporate Services 
Chris Linnell  Director Community and Development Services 
Dale Stewart  Acting Director Corporate Services 
Peter Kocian  Executive Officer 
Sara Bryan  Acting Director Works and Services 
Josephine Bianchi Governance Officer 
Tammy Wombwell Minute Taker 
 
Public   2 
Media   1 
ToPH Officers  4 
 
3.2 Apologies 
 
Councillor Louise Newbery 
 
3.3 Approved Leave of Absence 
 
Nil 
 
 
ITEM 4 RESPONSE TO PREVIOUS QUESTIONS 
 
4.1 Questions from Public at Audit, Risk and Governance Committee 

Meeting held on Tuesday 9 February 2016 
 
Nil 
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4.2 Questions from Committee Members at Audit, Risk and 
Governance Committee Meeting held on Tuesday 9 February 
2016 

 
Nil 
 
 
ITEM 5 PUBLIC TIME 
 
Important note: 
 
‘This meeting is being recorded on audio tape as an additional record of the 
meeting and to assist with minute-taking purposes which may be released upon 
request to third parties. If you do not give permission for recording your 
participation please indicate this at the meeting. The public is also reminded that 
in accordance with Section 6.16 of the Town of Port Hedland Local Law on 
Standing Orders nobody shall use any visual or vocal electronic device or 
instrument to record the proceedings of any meeting unless that person has been 
given permission by the presiding member to do so.” 
 
Presiding Member opened Public Question Time at 5:36pm 
 
5.1 Public Question Time 
 
Nil 
 
Presiding Member closed Public Question Time at 5:37pm 
 
Presiding Member opened Public Statement Time at 5:37pm 
 
5.2 Public Statement Time 
 
Nil 
 
Presiding Member closed Public Statement Time at 5:37pm 
 
 
ITEM 6 QUESTIONS FROM MEMBERS WITHOUT NOTICE 

 
6.1  Ms Nina Pangahas  
 
Is it possible for community members to attend the same workshop on the 
Borrowings and Reserves Policies that the Elected Members have attended? 
 
Director of Corporate Services advised that it can be arranged for a future date. 
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ITEM 7 DECLARATION BY MEMBERS TO HAVE GIVEN DUE 
CONSIDERATION TO ALL MATTERS CONTAINED IN THE 
BUSINESS PAPER PRESENTED BEFORE THE MEETING  

 
Mayor Howlett Ms Pangahas 
Councillor Blanco – Presiding Member Mr Attwood 
Councillor Whitwell  

 
 
ITEM 8 CONFIRMATION OF MINUTES OF PREVIOUS MEETING  
 
8.1 Confirmation of Minutes of the Audit, Risk and Governance 

Committee Meeting held on Tuesday 9 February 2016 
 
201516/020 RECOMMENDATION/ AUDIT, RISK AND GOVERNANCE 
COMMITTEE DECISION  
 
 
MOVED: CR WHITWELL          SECONDED: MAYOR HOWLETT 
 
That the Audit, Risk and Governance Committee confirm that the Minutes 
of the Audit, Risk and Governance Committee Meeting held on Tuesday 9 
February 2016 are a true and correct record. 
 

CARRIED 5/0 
 
 
ITEM 9 ANNOUNCEMENTS BY PRESIDING MEMBER WITHOUT 

DISCUSSION 
 
Nil 
 
 
ITEM 10 PETITIONS/ DEPUTATIONS/ PRESENTATIONS/ SUBMISSIONS  
 
Nil 
 
 
Disclaimer 
Members of the public are cautioned against taking any action on Committee 
decisions, on items on today’s Agenda in which they may have an interest, until 
formal notification in writing by the Town has been received. Decisions made at 
this meeting can be revoked, pursuant to the Local Government Act 1995. 
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ITEM 11 REPORTS OF OFFICERS 
 
11.1 Office of the CEO 
 
5:43pm  Mr Ron Attwood declared an impartiality in item 11.1.1 ‘Local 
Government Audit Framework and Audit Work Plan’ as he employs RSM Bird 
Cameron as his Auditors.  
 
Mr Attwood remained in attendance as permitted by the Local Government Act 
1995 and Administration Regulations. 
 
11.1.1 Local Government Audit Framework and Audit Work 
Plan 
  
Author: Peter Kocian, Executive Officer 
Authorising Officer: Mal Osborne, Chief Executive Officer 
File No. 12/01/0001 
 
DISCLOSURE OF INTEREST BY OFFICER  
 
Nil 
 
201516/021 RECOMMENDATION 1/ AUDIT, RISK AND GOVERNANCE 
COMMITTEE DECISION  
 
MOVED: MAYOR HOWLETT           SECONDED: CR WHITWELL 
 
That the Audit, Risk and Governance Committee receive the officer’s report 
on the Local Government Audit Framework and Audit Work Plan. 
 

 CARRIED 5/0 
 
RECOMMENDATION 2 
 
That the Audit, Risk and Governance Committee note that the Town of Port 
Hedland has received an unqualified external Auditors Report for the last 
two financial years indicating the following: 
 
• The financial report of the Town of Port Hedland gives a true and fair 

view of the financial position of the Town of Port Hedland and of its 
financial performance; 

• The financial report of the Town of Port Hedland complies with the 
Local Government Act 1995 Part 6 and the Regulations under that Act 
and Australian Accounting Standards. 
 

201516/022 AUDIT, RISK AND GOVERNANCE COMMITTEE DECISION  
 
MOVED: MS PANGAHAS            SECONDED: CR WHITWELL 
 
That the Audit, Risk and Governance Committee note that the Town of Port 
Hedland has received an unqualified external Auditors Report for the last 
two financial years. 
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CARRIED 5/0 
RECOMMENDATION 3 
 
That the Audit, Risk and Governance Committee endorse the 
establishment of a dedicated internal audit function, for an initial 12-month 
period, with the Internal Auditor to undertake the following activities and 
report directly to the Audit, Risk and Governance Committee; 
 
• Examination of financial and operating information that includes 

detailed testing of transactions, balances and procedures; 
• A risk assessment with the intention of minimizing exposure to all 

forms of risk on the local government; 
• A review of the efficiency and effectiveness of operations and 

services including non-financial controls of a local government; 
• A review of compliance with management policies and directives and 

any other internal requirements; 
• Review of the annual Compliance Audit Return; 
• Assist in the Chief Executive Officer’s biennial reviews of the 

appropriateness and effectiveness of the local government’s systems 
and procedures in regard to risk management, internal control and 
legislative compliance. 

 
6:30pm Mayor Howlett left the meeting. 
 
201516/023 AUDIT, RISK AND GOVERNANCE COMMITTEE DECISION  
 
MOVED: MS PANGAHAS    SECONDED: MR ATTWOOD 
 
That the Audit, Risk and Governance Committee endorse the 
establishment of a dedicated internal audit function, for an initial 12-month 
period, with the Internal Auditor to undertake the following activities and 
report directly to the Audit, Risk and Governance Committee; 
 
• Review of the internal control structure, monitoring the operations of 

the information system and internal controls and providing 
recommendations for improvements;  

• Examination of financial and operating information that includes 
detailed testing of transactions, balances and procedures; 

• A risk assessment with the intention of minimizing exposure to all 
forms of risk on the local government; 

• A review of the efficiency and effectiveness of operations and 
services including non-financial controls of a local government; 

• A review of compliance with management policies and directives and 
any other internal requirements; 

• Review of the annual Compliance Audit Return; 
• Assist in the Chief Executive Officer’s biennial reviews of the 

appropriateness and effectiveness of the local government’s systems 
and procedures in regard to risk management, internal control and 
legislative compliance 

• Specific tasks requested by management. 
 

CARRIED 5/0 
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RECOMMENDATION 4 
 
That the Audit, Risk and Governance Committee recommend to Council the 
adoption of Policy 1/022 Internal Audit Charter as presented in Attachment 
8. 
 
201516/024 AUDIT, RISK AND GOVERNANCE COMMITTEE DECISION  
 
MOVED: CR BLANCO           SECONDED: MS PANGAHAS 
 
That the Audit, Risk and Governance Committee recommend that adoption 
of Policy 1/022 Internal Audit Charter as presented in Attachment 8 be 
deferred until the ARG terms of reference are workshopped with the ARG 
committee. 
 

CARRIED 4/0 
 
RECOMMENDATION 5 
 
That the Audit, Risk and Governance Committee endorse the following 
internal audit scope and work plan for the 2016 calendar year: 
 
Task  Scope Resourcing 
Risk Register Regulation 17 of the Audit Regulations 

requires the CEO to review the 
appropriateness and effectiveness of a 
local governments systems and 
procedures in relation to risk 
management, internal control and 
legislative compliance at least once 
every two years. The review was 
completed in April 2015 and resulted in 
the development of a Risk Management 
Improvement Plan. The Town has 
partnered with Local Government 
Insurance Services to convert this 
information into a comprehensive Risk 
Register to be reported to the ARG 
Committee on a quarterly basis. 

Executive 
Officer/LGIS 

Better Practice 
Review 

The Town has recently participated in the 
Local Government Better Practice 
Review Program, an initiative 
undertaken by the Department of Local 
Government and Communities. The 
review covered key areas of local 
government activities and operations, 
including governance, integrated 
planning and reporting, planning and 
regulatory functions, asset and financial 
management, community relations and 
workforce planning. The Town will 

Governance 
Coordinator/Exec
utive Officer 
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receive the Departments draft report by 
the end of February 2016. 

Purchasing 
Policy 

Regulation 11A of the FMR requires a 
local government to prepare or adopt a 
purchasing policy in relation to contracts 
for other persons to supply goods or 
services. The existing Policy needs to be 
revised to reflect recent legislative 
amendments. A procurement audit is 
also being undertaken to assess 
compliance with the Act, Regulations 
and Policy. 

Executive 
Officer/Risk 
Analyst 

Investments Regulation 19 of the FMR states that a 
local government is to establish and 
document internal control procedures to 
ensure control over investments. The 
control procedures are to enable the 
identification of the nature and location 
of all investments and the transactions 
related to each investment. 

Management 
Accountant - 
Treasury 

Controls for 
Payments of 
Accounts 
(including 
Credit Cards) 

Regulation 11 of the FMR states that a 
local government is to develop 
procedures for the authorization of, and 
the payment of, accounts to ensure that 
there is effective security for, and 
properly authorized use of cheques, 
credit cards, computer encryption 
devices and passwords, purchasing 
cards and any other devices or methods 
by which goods, services, money or 
other benefits may be obtained. The 
Town will be developing and 
implementing a centralized Procurement 
Function and a report will be provided to 
the ARG Committee. 

Executive 
Officer/Contract 
Risk Analyst 

Financial 
Management 
Review 

Regulation 5 (2) of the FMR requires the 
CEO to undertake a review of the 
appropriateness and effectiveness of the 
financial management systems and 
procedures of the local government 
regularly (not less than once in every 
four financial years) and report to the 
local government the results of those 
reviews. The next review is due for 
completion by June 2016.  

External Auditors 
– RSM Bird 
Cameron 

Debt 
Management 
Policy 

Regulation 5 of the FMR states that the 
CEO is to establish efficient systems and 
procedures for the proper collection of 
all money owing to the local government. 
Aged Receivables listing and collection 
procedure to be reviewed. 

Manager 
Financial 
Services/Financia
l Accountant 

Controls for 
Purchasing 

Section 6.8 of the Act states that a local 
government is not to incur expenditure 

Executive Officer 
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from its municipal fund for an additional 
purpose except where the expenditure 
is; incurred in a financial year before the 
adoption of the annual budget by the 
local government (i.e. carry over projects 
funded by the municipal surplus brought 
forward); is authorized in advance by 
resolution; or is authorized in advance 
by the Mayor in an emergency. The 
review will occur with the 2016/17 budget 
to include an analysis of carryover 
projects, capital projects and retentions, 
and associated funding from unspent 
grants and reserves. 

Bank Accounts Regulation 8 of the FMR requires a local 
government to maintain a separate 
account with a bank for each of the 
following purposes; money required to 
be held in the municipal fund; money 
required to be held in the trust fund; and 
money required to be held in reserve 
accounts. Money from different 
accounts may be placed in a common 
investment authorized by the Act. 

Management 
Accountant - 
Treasury 

Cash Handling  Regulation 5 of the FMR states that the 
CEO is to establish efficient systems and 
procedures for the safe custody and 
security of all money collected or held by 
the local government. A Cash Handling 
Procedure is to be developed. 

Management 
Accountant - 
Treasury 

Audit of Rating 
Categories 

Section 6.33  of the Act requires land to 
be rated according to any, or a 
combination, of the following 
characteristics; the purpose for which 
the land is zoned; a purpose for which 
the land is held or used as determined by 
the local government; and whether or not 
the land is vacant land. The Town has 
over 7300 rateable assessments and a 
review is required to ensure that 
properties are correctly categorized for 
rating purposes. This was identified in 
the 2012 Financial Management Review. 

Senior Rates 
Officer 
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201516/025 AUDIT, RISK AND GOVERNANCE COMMITTEE DECISION 
 
MOVED: MR ATTWOOD             SECONDED: MS PANGAHAS 
 
That the Audit, Risk and Governance Committee endorse the following 
internal audit scope and work plan for the 2016 calendar year: 
 
Task  Scope Resourcing 
Risk Register Regulation 17 of the Audit Regulations 

requires the CEO to review the 
appropriateness and effectiveness of a 
local governments systems and 
procedures in relation to risk 
management, internal control and 
legislative compliance at least once 
every two years. The review was 
completed in April 2015 and resulted in 
the development of a Risk Management 
Improvement Plan. The Town has 
partnered with Local Government 
Insurance Services to convert this 
information into a comprehensive Risk 
Register to be reported to the ARG 
Committee on a monthly basis. 

Executive 
Officer/LGIS 

Better Practice 
Review 

The Town has recently participated in the 
Local Government Better Practice 
Review Program, an initiative 
undertaken by the Department of Local 
Government and Communities. The 
review covered key areas of local 
government activities and operations, 
including governance, integrated 
planning and reporting, planning and 
regulatory functions, asset and financial 
management, community relations and 
workforce planning. The Town will 
receive the Departments draft report by 
the end of February 2016. 

Governance 
Coordinator/Exec
utive Officer 

Purchasing 
Policy 

Regulation 11A of the FMR requires a 
local government to prepare or adopt a 
purchasing policy in relation to contracts 
for other persons to supply goods or 
services. The existing Policy needs to be 
revised to reflect recent legislative 
amendments. A procurement audit is 
also being undertaken to assess 
compliance with the Act, Regulations 
and Policy. 

Executive 
Officer/Risk 
Analyst 

Investments Regulation 19 of the FMR states that a 
local government is to establish and 
document internal control procedures to 

Management 
Accountant - 
Treasury 
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ensure control over investments. The 
control procedures are to enable the 
identification of the nature and location 
of all investments and the transactions 
related to each investment. 

Controls for 
Payments of 
Accounts 
(including 
Credit Cards) 

Regulation 11 of the FMR states that a 
local government is to develop 
procedures for the authorization of, and 
the payment of, accounts to ensure that 
there is effective security for, and 
properly authorized use of cheques, 
credit cards, computer encryption 
devices and passwords, purchasing 
cards and any other devices or methods 
by which goods, services, money or 
other benefits may be obtained. The 
Town will be developing and 
implementing a centralized Procurement 
Function and a report will be provided to 
the ARG Committee. 

Executive 
Officer/Contract 
Risk Analyst 

Financial 
Management 
Review 

Regulation 5 (2) of the FMR requires the 
CEO to undertake a review of the 
appropriateness and effectiveness of the 
financial management systems and 
procedures of the local government 
regularly (not less than once in every 
four financial years) and report to the 
local government the results of those 
reviews. The next review is due for 
completion by June 2016.  

External Auditors 
– RSM Bird 
Cameron 

Debt 
Management 
Policy 

Regulation 5 of the FMR states that the 
CEO is to establish efficient systems and 
procedures for the proper collection of 
all money owing to the local government. 
Aged Receivables listing and collection 
procedure to be reviewed. 

Manager 
Financial 
Services/Financia
l Accountant 

Controls for 
Purchasing 

Section 6.8 of the Act states that a local 
government is not to incur expenditure 
from its municipal fund for an additional 
purpose except where the expenditure 
is; incurred in a financial year before the 
adoption of the annual budget by the 
local government (i.e. carry over projects 
funded by the municipal surplus brought 
forward); is authorized in advance by 
resolution; or is authorized in advance 
by the Mayor in an emergency. The 
review will occur with the 2016/17 budget 
to include an analysis of carryover 
projects, capital projects and retentions, 
and associated funding from unspent 
grants and reserves. 

Executive Officer 
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Bank Accounts Regulation 8 of the FMR requires a local 
government to maintain a separate 
account with a bank for each of the 
following purposes; money required to 
be held in the municipal fund; money 
required to be held in the trust fund; and 
money required to be held in reserve 
accounts. Money from different 
accounts may be placed in a common 
investment authorized by the Act. 

Management 
Accountant - 
Treasury 

Cash Handling  Regulation 5 of the FMR states that the 
CEO is to establish efficient systems and 
procedures for the safe custody and 
security of all money collected or held by 
the local government. A Cash Handling 
Procedure is to be developed. 

Management 
Accountant - 
Treasury 

Audit of Rating 
Categories 

Section 6.33  of the Act requires land to 
be rated according to any, or a 
combination, of the following 
characteristics; the purpose for which 
the land is zoned; a purpose for which 
the land is held or used as determined by 
the local government; and whether or not 
the land is vacant land. The Town has 
over 7300 rateable assessments and a 
review is required to ensure that 
properties are correctly categorized for 
rating purposes. This was identified in 
the 2012 Financial Management Review. 

Senior Rates 
Officer 

  
CARRIED 3/2 ON THE PRESIDING MEMBER’S CASTING VOTE 

 
 
201516/026 RECOMMENDATION 6/ AUDIT, RISK AND GOVERNANCE 
COMMITTEE DECISION 
       
MOVED: MS PANGAHAS        SECONDED: CR BLANCO 
 
That the Audit, Risk and Governance Committee note that the current terms 
of reference for the Audit, Risk and Governance Committee will be 
reviewed and workshopped with the Committee. 

 
CARRIED 4/0 

 
201516/027 RECOMMENDATION 7/ AUDIT, RISK AND GOVERNANCE 
COMMITTEE DECISION 
   
MOVED: CR WHITWELL           SECONDED: MS PANGAHAS 
 
That the Audit, Risk and Governance Committee note the Audit Work Plan 
as detailed in Attachment 7 of this report. 

 
CARRIED 4/0 
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201516/028 RECOMMENDATION 8/ AUDIT, RISK AND GOVERNANCE 
COMMITTEE DECISION 
 
MOVED: CR WHITWELL    SECONDED: MR ATTWOOD 
 
That the Audit, Risk and Governance Committee hold meetings on the 
second Tuesday of every month for 2016 at 5:30pm in Council Chambers. 
 

CARRIED 4/0 
_______________________________________________________________ 
  
EXECUTIVE SUMMARY 
 
This report provides an overview of the local government audit framework and 
key audit findings over the last four years. It also recommends an internal audit 
plan which includes items that are traditionally considered “high-risk”, with items 
having been identified in external audit management letters and the previous 
financial management review. The internal audit work plan also references the 
internal audit framework detailed in the WA Local Government Accounting 
Manual. 
 
DETAILED REPORT  
 
Role of Audit Committee: 
 
The Terms of Reference for the Audit, Risk and Governance Committee define 
the role/purpose of the Committee as follows: 
 

The Audit and Finance Committee objective is to assist the Town of Port 
Hedland Council in liaising with the auditor and overseeing the external 
audit function and promoting the transparency and accountability of 
Council's financial management systems and reporting 
 
The Audit and Finance Committee has been established in accordance with 
Part 7 of the Local Government Act 1995 to: 
 
1. Liaise with the Auditor(s) to assist Council in carrying out functions in 

relation to external audit, including liaising with the Auditor and 
develop a process for selection and appointment of a person as the 
Auditor; 

2. Receive Quarterly Budget Review Reports; 
3. Receive Quarterly Financial Reports on all of the Town of Port 

Hedland’s Managed Community Facilities;  
4. Review and suggest improvements to Risk Management within the 

organisation; and 
5.  Assist the organization in the development of an internal audit 

program and make recommendations to Council regarding:  
    

• Financial Management  
• Risk Management  
• Internal Controls  
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• Legislative Compliance  
• Internal and External Audit Planning and Reporting  

The Department of Local Government and Communities has also prepared 
operational guidelines on audit in local government (see Attachment 2). The 
guidelines outline audit requirements including the establishment of an audit 
committee and key functions. 
 
The Guidelines define the role of the audit committee “to support Council in 
fulfilling its governance and oversight responsibilities in relation to financial 
reporting, internal control structure, risk management systems, internal and 
external audit functions and ethical accountability”. 
 
The Guidelines also state that the audit committee needs to form an opinion of 
the local governments internal audit requirements and recommend a course of 
action that ensures that any internal audit processes adopted are appropriate, 
accountable and transparent. 
 
Legislative Audit Framework: 
 
The Local Government Act 1995, Local Government (Audit) Regulations 1996 
and Local Government (Financial Management) Regulations 1996 detail the 
statutory requirements with respect to audit of local government. The following 
reporting requirements to the audit committee are mandatory: 
 
Item Requirements Legislation 
External Audit Report The Auditor is to 

provide a report 
(annually) giving an 
opinion on the financial 
position of the local 
government and the 
results of the operations 
of the local government. 
Where it is considered 
by the auditor 
appropriate to do so, 
the audit is to prepare a 
management report to 
accompany the 
auditor’s report. 

Regulation 10 of the 
Local Government 
(Audit) Regulations 
1996 

Compliance Audit Return Local Governments are 
required to complete a 
statutory compliance 
return (Compliance 
Audit Return) annually 
and have the return 
adopted by Council. 
The return is a checklist 
of a local government’s 
compliance with the 
requirements of the Act 
and its Regulations, 
concentrating on areas 

Regulation 14 of the 
Local Government 
(Audit) Regulations 
1996 



AUDIT, RISK & GOVERNANCE COMMITTEE MEETING MINUTES 8 MARCH 2016 

Page 20  
 

of compliance 
considered ‘high risk’. 
The audit committee is 
to review the 
Compliance audit 
Return and report to the 
Council the results of 
that review. 

Risk 
Management/Internal 
Controls/Legislative 
Framework 

The CEO is to review 
the appropriateness 
and effectiveness of a 
local governments and 
procedures in relation to 
risk management, 
internal control and 
legislative compliance 
at least once every two 
years and report to the 
audit committee the 
results of that review. 

Regulation 17 of the 
Local Government 
(Audit) Regulations 
1996 

Financial Management 
Review 

The CEO is review the 
appropriateness and 
effectiveness of the 
financial management 
systems and 
procedures of the local 
government at least 
once every four years 
and report the results of 
that review. 

Regulation 5 of the 
Local Government 
(Financial 
Management) 
Regulations 1996 

 
External Audit Framework: 
 
Pursuant to section 7.2 of the Local Government Act 1995, the accounts and 
annual financial report of a local government for each financial year are required 
to be audited by an Auditor appointed by the local government. The Act and 
Regulations prescribe the scope of the external audit of the annual financial 
statements of the local government. The operational guidelines also include a 
minimum standard audit specification. 
 
Regulation 7 of the Local Government (Audit) Regulations 1996 requires that an 
Audit Agreement be executed between the local government and its Auditor. An 
Audit Agreement is to include:- 
 
• The objectives of the audit;  
• The scope of the audit;  
• A plan for the audit;  
• Details of the remuneration;  
• The method to be used by the local government to communicate with and 

supply information to the auditor. 
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The Town’s Audit Agreement is presented under confidential cover as 
attachment 3 to this report. The Audit Agreement includes an audit plan and 
methodology, with critical matters for audit being: 
• Revenue – rates revenue, government grants, fees and charges 
• Expenditure – salaries and wages, depreciation, materials and contract 

expense, insurance 
• Current Assets – bank and short-term assets, receivables, inventory 
• Non-Current Assets – property, plant, furniture and equipment, 

infrastructure and depreciation 
• Liabilities – creditors and accruals, loan borrowings, provision for annual 

and long service leave entitlements 
• Reserve Funds 
• Contingent Liabilities 
• Capital Commitments 
• Accounting Policies 
• Cash Flow Statement 
• Financial Ratios 
 
Internal Audit Framework: 
 
Internal auditing is an independent, objective assurance and consulting activity 
designed to add value and improve the effectiveness of risk management, 
control, and governance processes. Establishing a formal internal audit function 
is not a legislative requirement but the development of appropriate internal 
controls will enhance risk management processes. 
 
The internal audit function can either be resourced internally or contracted out. 
The Town of Port Hedland does not have a dedicated Internal Auditor, with partial 
responsibilities allocated to the Executive Officer. The Governance Coordinator 
is also charged with internal audit functions from a legislative compliance 
perspective. 
 
All internal audit reports must be referred to the Audit Committee for 
consideration. An internal auditors activities should typically include the following: 
 
• Examination of financial and operating information that includes detailed 

testing of transactions, balances and procedures; 
• A risk assessment with the intention of minimizing exposure to all forms of 

risk on the local government; 
• A review of the efficiency and effectiveness of operations and services 

including non-financial controls of a local government; 
• A review of compliance with management policies and directives and any 

other internal requirements; 
• Review of the annual Compliance Audit Return; 
• Assist in the CEOs biennial reviews of the appropriateness and 

effectiveness of the local government’s systems and procedures in regard 
to risk management, internal control and legislative compliance. 

 
The internal auditor should report functionally to the audit committee and 
administratively to the CEO. It should be remembered that pursuant to section 
5.41 of the Act, the CEO is responsible for the day to day management of local 
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government activities including the direction of staff and implicitly the internal 
audit function. The CEO may choose to delegate this responsibility.  
 
The role of the external auditor can also be expanded to include an internal audit 
function, provided that it complements the external audit and does not cloud the 
objectivity and independence of the external audit (i.e. an external auditor must 
not audit information prepared by them or their accounting practice). A good 
example is where local governments decide to use the services of the external 
auditor to undertake a review of the financial management systems and 
procedures. This provides the external auditor with greater assurance of systems 
and procedures used to prepare the annual financial statements, and whether 
they provide information free of material misstatement. 
 
Audit Results/Findings: 
 
The Executive Officer has completed a review of audit documentation and 
reports from the last four years with a view of presenting a summary of key audit 
findings and recommendations to the Audit, Risk and Governance Committee. 
The review has involved an assessment of the following documents, many of 
which are appendages to this report:  
 
• External Auditors Reports 
• Interim and Annual Audit Management Letters 
• 2012 Financial Management Review 
• Compliance Audit Returns 
• 2015 Risk Review 
• Internal Audit Reports 
 
The following overview is provided: 
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Item 2011/12 2012/13 2013/14 2014/15 Additional Comment 
External Audit 
Reports 

Non-compliance 
with section 6.5 (3) 
of the Act with 
regards to 
completion date of 
annual financial 
report (not received 
until 19 February 
2013) 

Non-compliance 
with Local 
Government 
(Financial 
Management) 
Regulations 1996 
with regards to non-
completion of Asset 
Renewal and Asset 
Consumption Ratios 

Unqualified Audit 
Report 

Unqualified Audit 
Report 

A clean audit report has 
been received for the last 
two financial years 
indicating full compliance 
with the Act and 
Regulations as they relate 
to the Annual Financial 
Report. Audit sign off 
occurred in October in 
2013/14 and 2014/15 
indicating strong 
preparedness and 
timeliness of audit work by 
staff. 

Interim 
Management 
Letters 

No management 
letter provided. 

 Issues identified from 
the 2014 interim audit 
included; high turnover 
of staff which inhibits 
the Town’s retention of 
intellectual knowledge 
and system processes, 
impairment of capital 
assets, journal entries, 
grant revenue 
documentation, 
unreconciled 
receivables, stale 
cheques, employee 
leave balances. 

Issues identified from 
the 2015 interim audit 
included; reconciliation 
of payroll report to the 
general ledger, 
fortnightly payroll 
variance reporting, 
employee personnel 
file information, 
capturing of 
timesheets into the 
Synergy system, 
monthly bank 
reconciliation, monthly 
credit card 
reconciliation, year-
end accounting issues, 
Council minutes, 
monthly financial 

Key findings have 
predominantly related to 
the reconciliation of 
balance sheet accounts: 
That reconciliation of all 
significant accounts be 
prepared on a timely basis. 
That management review 
month-end reconciliations 
to ensure all reconciling 
items are highlighted and 
adequately resolved on a 
timely basis. 
 
Finance have now 
implemented a monthly 
audit file, and all balance 
sheet accounts are 
reconciled on a periodic 



AUDIT, RISK & GOVERNANCE COMMITTEE MEETING MINUTES      8 MARCH 2016 

Page 24  
 

reports, 
implementation of 
recommendations from 
the review of the risk 
management, internal 
controls and legislative 
compliance.  

basis (monthly or 
quarterly). 

Annual 
Management 
Letters 

Audit findings for 
2011/12 financial 
year included; lack 
of internal audit 
function, timeliness 
and preparedness 
for audit, 
subsequent general 
ledger adjustments 
after audit, bank 
reconciliations, stale 
cheques, 
unreceipted 
deposits, 
reconciliation of 
reserves, 
reconciliation of 
payroll suspense 
account and receipt 
of goods and 
services. 

Audit findings for the 
2012/13 financial 
year included; trade 
and other payables, 
Pilbara 
Underground Power 
Project, grant 
revenues, debt 
apportionment 
between current and 
non-current, trade 
and other 
receivables. 

Audit findings for the 
2013/14 financial year 
included; high annual 
leave accruals. 

Audit findings for the 
2014/15 financial year 
included; high annual 
leave accrual, negative 
leave balances, 
fortnightly payroll 
variance reporting, no 
loan agreements in 
place regarding 2 self-
supporting loans, 
overhead allocations. 

The 2011/12 Annual 
Financial Report was not 
finalized until 19 February 
2013, with audit sign off 
received on the 23 
February 2013. The 
Management Letter details 
a number of key issues 
with regards to accounts 
not being fully reconciled, 
and the Town not being 
fully prepared for audit due 
to a number of balance 
sheet items requiring 
review including cash, fixed 
assets, accrued expenses 
and reserves. This resulted 
in significant delays and 
additional time costs 
incurred. The Town was 
also non-compliant with 
section 6.5 (3) of the Act 
which requires the 
accounts and annual 
financial report to be 
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submitted by 30 
September. When 
compared to the audit 
findings in 2013/14 and 
2014/15, it is evident that 
the Towns audit 
performance has improved 
considerably with no 
significant audit findings, 
no instances of statutory 
non-compliance and audit 
sign off received on the 9 
October 2014 and 19 
October 2015. This is 
despite the significant 
workload associated with 
the revaluation of land, 
buildings and infrastructure 
assets. 

Annual 
Compliance 
Audit Return 

OCM 14 March 
2012. Two areas of 
non-compliance 
were reported; 
Primary Return not 
lodged on time by 2 
new employees; 
Annual Return not 
lodged on time by 4 
employees. 

OCM 13 March 
2013. Two areas of 
non-compliance 
were reported; 
Annual Return not 
lodged on time by 2 
elected members; 
Auditors Report for 
11/12 FY not 
received by 31 
December. 

OCM 26 March 2014. 
One area of non-
compliance reported; 
Auditors Report for 
12/13 FY not received 
by 31 December. 

OCM 25 March 2015. 
Four areas of non-
compliance were 
reported; late 
lodgement of Annual 
Return by an Officer 
who was on LSL; 
public submissions for 
a major land 
transaction and a 
disposal of property 
closed earlier than the 
statutory timeframe; 

The Department of Local 
Government and 
Communities was satisfied 
with the Towns explanation 
in relation to matters raised 
and actions to be taken. 
The Department only 
formally corresponded in 
relation to the late 
lodgement of Annual and 
Primary Returns, in order 
for them to formally contact 
individuals concerned. 
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requirement to go to 
tender for the 
engagement of 
consultants/contractors 
where value exceeds 
$100k. 

Financial 
Management 
Review 

Areas that were 
reviewed included: 
Purchases/Payment
s/Payables, 
Receipts/Receivable
s/Cash, Payroll, 
Rates, Cost 
Allocations, Minutes 
and Meetings, 
Principal Activity 
Plan, Fixed Assets 
and Registers. 
Reconciliation 
issues were 
identified in the 
following areas: 
Cash at 
Bank/Reserves 
Accruals 
Payroll Suspense 
Account 
Rate Categories 
Asset Register 

   Required every 4 years; 
last completed in June 
2012 so required by mid-
2016. Provision contained 
in Audit Agreement for 
RSM Bird Cameron to 
complete this review at a 
lump sum cost of $17,600. 
 
The internal audit program 
presented will also pick up 
items which are typically 
reviewed as part of a 
Financial Management 
Review and will 
complement this body of 
work. 
 

Biennial review 
of systems and 
procedures in 

    Required every 2 years; 
last review presented to 
the Audit Committee on 22 
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regard to risk 
management, 
internal 
controls and 
legislative 
compliance 

April 2015. A quarterly 
management improvement 
plan is to be presented to 
the Committee; as well as 
an assessment of 
resourcing required to 
support an internal audit 
and risk management 
function.  

Internal Audit 
Reports 

    A number of internal 
audit/business 
improvement initiatives 
have commenced. Reports 
have either been finalized 
or are in the process of 
being drafted. These 
include: 
Department of Local 
Government and 
Communities Better 
Practice Review Program 
(Draft Report due end of 
February 2016) 
Business Improvement 
Program (Report prepared 
by Consultant Peter 
Keane) 
Fees and Charges Guiding 
Financial Principles (Draft 
Report received from UHY 
Haines Norton) 
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Review of Procurement 
and Disposal Events (Final 
Report received from 
Moore Stephens) 
Internal Procurement Audit 
assessing compliance of 
purchasing/tenders with 
the Act, Regulations and 
Policies (Project has 
commenced with draft 
Report due end of 
February) 
All of the above reports will 
be presented to the Audit, 
Risk and Governance 
Committee over the next 
six months for 
consideration of key 
recommendations. 
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FINANCIAL AND RISK IMPLICATIONS  
 
At the Audit and Finance Committee meeting of 22 April 2015, the Committee 
resolved in part as follows: 
 
“Request the CEO, or his delegate (s), to bring a report back to Council on the 
budget allocation and structural change required to embed an integrated risk 
management system in the organisation”. 
 
It is recommended that a dedicated internal audit function be established to 
support the internal audit work plan which has been developed. The requirement 
for an internal audit function was raised by the Auditors in 2011/12 (see Annual 
Management Letter) and this requirement is captured in the Corporate Business 
Plan. Recent discussions with Elected Members also indicate support for an 
internal audit program. 
 
Indicative costings for a 12-month appointment of an Internal Auditor are as 
follows: 
 
Item Cost 
Salary (Level 6) $101,477 
Superannuation (9.5%) $9,640 
Workers Compensation (2%) $2,030 
Resources and Materials $5,000 
Training and Development $2,000 
Uniform $700 
Housing and Utilities (Allowance) $20,000 
Motor Vehicle (Not Applicable) $0 
Total $140,847 

 
The 2015/16 Budget includes an allocation of $1,959,010 in salaries for 
corporate management (GL 406201). Year to date actual expenditure amounts 
to $1,201,354 so the proposed appointment will be funded out of the existing 
budget. 
  
In addition, the Town has appointed a Risk Analyst on a fixed term six-month 
contract, to focus principally on procurement. The scope of this role includes: 
 
• Undertake a procurement audit on all suppliers over $50k per annum to 

assess compliance with legislation and policy; 
• Undertake an audit of all tenders to assess compliance with legislation and 

to assess contract documentation; 
• Review current purchasing policies and develop a single consolidated 

Policy; 
• Review all contract templates, including referral to legal, to develop a suite 

of AS General Conditions of Contract templates for each contract type; 
• Review all Expression of Interest (EOI), Request for Quotation (RFQ) and 

Request for Tender (RFT) documentation, including referral to legal, in 
order to develop robust templates to match the General Conditions of 
Contract documents; 

• Develop a procurement checklist to support all EOIs, RFQs and RFTs; 
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• Develop and implement a framework to establish a panel of pre-qualified 
suppliers with a strong buy local focus to support local businesses; 

• Review wording used on all purchase orders, including referral to legal, to 
ensure the appropriate legal protection for the Town i.e. develop standard 
terms and conditions; 

• Investigate and develop a framework for the control of purchases and 
authorisation of payments for all supplies under a determined threshold i.e. 
purchasing cards. 

 
STATUTORY AND POLICY IMPLICATIONS 
 
The local government audit framework is governed by the Local Government Act 
1995 and Regulations including the Local Government (Administration) 
Regulations 1996, Local Government (Audit) Regulations 1996, Local 
Government (Financial Management) Regulations 1996 and Local Government 
(Functions and General) Regulations 1996. 
 
4.1.1 of the Corporate Business Plan is relevant that the Town “Deliver high 
quality corporate governance, accountability and compliance”. This includes the 
following actions: 
 
• Provide corporate oversight through the Audit, Risk and Governance 

Committee 
• Establish an internal audit function 
• Implement a risk management framework 
• Comply with all statutory obligations included in the yearly Compliance 

Audit Return 
 
ATTACHMENTS  
 
1. Audit Committee Terms of Reference 
2. Local Government Operational Guidelines Number 9 – Audit in Local 

Government (Under Separate Cover) 
3. Audit Agreement between the Town of Port Hedland and RSM Bird 

Cameron (Confidential – Under Separate Cover) 
4. Interim Audit Management Letters 2011/12 - 2014/15 (Confidential – Under 

Separate Cover) 
5. Annual Audit Management Letters 2011/12 – 2014/15 (Confidential – Under 

Separate Cover) 
6. Annual External Audit Reports 2011/12 – 2014/15 
7. Audit Work Plan 
8. Draft Policy 1/022 – Internal Audit Charter 
 
26 February 2016 
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ATTACHMENT 1 TO ITEM 11.1.1 
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ATTACHMENT 6 TO ITEM 11.1.1 
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ATTACHMENT 7 TO ITEM 11.1.1 
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ATTACHMENT 8 TO ITEM 11.1.1 
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11.1.2 Procurement Probity Review and Improvement 
Opportunities Recommendations 
  
Author: Peter Keane, Risk Analyst 
Authorising Officer: Peter Kocian, Executive Officer 
File No. 14/01/0003 
 
DISCLOSURE OF INTEREST BY OFFICER  
Nil  
 
RECOMMENDATION  
 
That the Audit, Risk and Governance Committee: 
 
1. Receive the Procurement Probity Review and Improvement 

Opportunities Recommendations Report; 
 
2. Endorse the Procurement Probity Review and Improvement 

Opportunities Recommendations Report for presentation to Council. 
 
201516/029 AUDIT, RISK AND GOVERNANCE COMMITTEE DECISION 

 
MOVED: CR BLANCO             SECONDED: MS PANGAHAS 
 
That the Audit, Risk and Governance Committee: 
 
1. Receive the Procurement Probity Review and Improvement 

Opportunities Recommendations Report; 
 
2. Workshop and review the full Procurement Probity Review and 

Improvement Opportunities Recommendations Report and put 
forward its recommendation for presentation to Council. 

 
CARRIED 4/0 

 
_______________________________________________________________ 
 
EXECUTIVE SUMMARY 
 
In April and December 2015, the Town of Port Hedland Executive initiated two 
external and independent audit/reviews in relation to Procurement & Disposal 
Events and Risk Management, Legislative Requirements and Internal Control.  
 
In February 2015, a Corruption and Crime Commission (CCC) report was tabled 
by the Minister for Local Government in WA State Parliament, calling for greater 
oversight of procurement by WA local governments in order to combat “systemic 
weaknesses” identified in the sector. A copy of the CCCs media statement is 
provided as attachment 1 to this report. 
 
Based upon improvements identified in the two internal initiated independent 
audits/reviews, a risk analyst was engaged to initiate a probity review of all 
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procurement activities within the Town of Port Hedland for all individual vendors 
with spend greater than $50,000 in the years 14-15 and 15-16.  

 
DETAILED REPORT  
 
A probity review has been undertaken on all expenditure to any single vendor of 
greater than $50,000 for the financial years 14-15 and 15-16. Based upon this 
probity review and associated findings, a number of improvement opportunities 
have been identified and recommendations prepared to realise these 
opportunities. These are contained in attachment 2 to this report and are 
captured in the Executive Summary and Key Findings. 
 
FINANCIAL AND RISK IMPLICATIONS  
 
A result of the “Recommended Next Steps” within the Executive Summary in 
attachment 2, there would be either a zero impact or decrease in the budget, as 
a result of both efficiencies in internal processes and savings associated with 
improved procurement practices and implementation of supplier panels in key 
procurement categories. 
 
The risk implications associated with the recommended next steps would be to 
significantly reduce the current procurement and contractual risk profile 
associated with current Town of Port Hedland policies and procedures.  
 
STATUTORY AND POLICY IMPLICATIONS 
 
Local Government (Function and General) Regulations 1996 – Part 4 & 4A, 
which is applicable in the areas of Purchasing Goods and Services, Tendering 
and Regional Price Preference requirements.   
 
2/007 Procurement Policy, 2/011 Tender Policy and 2/016 Regional Price 
Preference have a bearing on the matter under consideration.  
 
ATTACHMENTS  
 
1. Corruption and Crime Commission Media Statement 
2. Probity Review and Improvement Opportunities Recommendations Report 

– Executive Summary and Findings (Confidential – Under Separate Cover) 
 
25 February 2016 
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ATTACHMENT 1 TO ITEM 11.1.2 
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11.2 Corporate Services 
 
7:15pm  Mr Ron Attwood declared an impartiality in item 11.2.1 ‘2015 
Compliance Audit Return’ as he has previously employed RSM Bird Cameron as 
an auditor.  
 
Mr Attwood remained in attendance as permitted by the Local Government Act 
1995 and Administration Regulations. 
 
11.2.1 2015 Compliance Audit Return 
  
Author: Josephine Bianchi, Coordinator Governance 
Authorising Officer: Sid Jain, Director Corporate Services 
File No. 14/06/0001 
 
DISCLOSURE OF INTEREST BY OFFICER  
 
Nil 
 
RECOMMENDATION  
 
MOVED: CR WHITWELL             SECONDED: MS PANGAHAS 
 
That the Audit, Risk & Governance Committee 
 
1. Note the outcomes of the 2015 Compliance Audit Return; and 
 
2. Recommend that Council adopt the 2015 Compliance Audit Return. 
 

 LOST 3/2 ON THE PRESIDING MEMBER’S CASTING VOTE 
 
 
201516/030 AUDIT, RISK AND GOVERNANCE COMMITTEE DECISION 
 
MOVED: CR BLANCO             SECONDED: MR ATTWOOD 
 
That a workshop be held with the ARG committee to discuss the 
Compliance Audit Return in further detail. 

 
CARRIED 3/1 

 
For Against 
Councillor Blanco Councillor Whitwell 
Mr Attwood  
Ms Pangahas  

 
_______________________________________________________________ 
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EXECUTIVE SUMMARY 
 
Regulation 14(3A) of the Local Government (Audit) Regulations 1996 requires 
the local government’s audit committee to review the Compliance Audit Return 
(CAR) and to report to the Council the results of that review, before these are 
presented to the Minister for Local Government by the end of March 2016. 
 
The CAR was presented to the 9 February 2016 ARG Committee meeting, 
however the Officer’s Recommendation was lost on a 2/3 vote. 
 
No indication was provided to the administration in terms of specific reasoning 
behind the outcome of the vote, so as to guide officers towards review(s) of any 
specific areas of concerns. 
 
In view of this the CAR is being represented to the ARG for consideration, on the 
understanding that a meaningful recommendation is to be submitted to the 
Council. 
 
The one update that has been included since this item was presented to the 
February ARG is in the area of ‘Inviting Tenders’, as more detailed information 
has been received as part of the Probity Review which is also being presented 
to this March ARG meeting. 
 
DETAILED REPORT  
 
Each year all Western Australian Local Government Authorities are required to 
undertake a compliance audit and forward the results to the Department of Local 
Government (the Department) by 30 March.  The CAR is a self-assessment of a 
local government referring to its levels of compliance with the Local Government 
Act and associated regulations.   
 
The Compliance Audit is one of the tools utilised by the Department of Local 
Government to monitor how the local government functioned throughout the 
previous calendar year from a compliance perspective. It identifies areas of non-
compliance that provide guidance to officers as to where processes may be 
reviewed to ensure improved compliance. 
 
A total of 87 items were audited in the 2015 Compliance Audit process and four 
areas of non-compliance were identified. 
 
These being: 
 
Delegation of Power/Duty 
 
A review of the 2015 tender register revealed one instance where the Chief 
Executive Officer (CEO) advised the Council of his decision to reject a tender by 
way of an agenda item, following an investigation into the process which also 
included a report by a third party.  All tenderers were advised in writing of the 
decision to reject the tender in question. However a written record of CEO 
exercising his delegation to reject tenders, as per section 19 of the Local 
Government (Administration) Regulations 1996, could not be located at the time 
of this report being generated.  
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To ensure that in future accurate records of delegated powers and duties in 
relation to tenders are kept, the current tender request form will be amended to 
include a section to be compiled by the CEO or Acting CEO whenever a tender 
is rejected, and to be accompanied by a memo outlining reasons for the decision. 
Disclosure of Interest 
 
One new designated employee failed to lodge a primary return within 3 months 
in accordance with section 5.75(1) of the Act. The officer in question had 
attended a session in relation to the lodgement of Primary returns, however failed 
to submit the document on time. The importance of respecting statutory 
deadlines has been raised with this officer to ensure compliance occurs in the 
future.  
 
Local Government Employees 
 
Advertisements of senior employees were not consistent with provisions outlined 
in section 18A of the Local Government (Administration) Regulations 1996, 
which state that advertisements have to contain: 
 

(a) the details of the remuneration and benefits offered; and  
(b) details of the place where applications for the position are to be 

submitted; and  
… 
(d) the duration of the proposed contract; and  
(e) contact details for a person who can provide further information about 

the position. 
 
These details were included in the website postings, so relevant officers have 
been reminded of these requirements, and have been asked to create a standard 
template to be utilized for all senior roles. 
Tenders for Providing Goods and Services 
 
Inviting Tenders 
 
The Town did not invite tenders on all occasions (before entering into contracts 
for the supply of goods or services) where the consideration under the contract 
was, or was expected to be, worth more than the consideration stated in 
Regulation 11(1) of the Local Government (Functions & General) Regulations.  
 
The findings included in the Probity Report undertaken by the Risk Analyst and 
presented to the ARG as part of this March meeting illustrate two instances 
where the Town engaged consultancies to undertake contract labour which 
exceeded the original $100,000 threshold. Conversations with the Western 
Australian Local Government Association have indicated that to rectify these 
issues now and in future all contract labour contracts are to be established or 
transitioned to a WALGA preferred supplier arrangement. 
 
Advertising of Tenders 
 
In one instance the Town’s advertising documentation did not comply with the 
section 15 of the Functions & General Regulations as a State Wide public notice 
was only issued for 13 days, one day short of the statutory 14 days. The notice 
however was advertised locally for 17 days.  
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To ensure that in future all advertising complies with Regulations it has been 
suggested to officers that all notices are to be place in local and statewide papers 
on the same day, in order to avoid confusion with required statutory timeframes. 
Notice to tenderers 
 
In one instance tenderers were not sent written notice Regulations in a timely 
manner advising particulars of the successful tender as per section 19 of the 
Functions & General. Although all parties had been informally advised of the 
tenders outcomes, relevant officers have been contacted and reminded of these 
important statutory requirements, to ensure they are complied with in future, and 
that best practice would be to contact all tenderers within a maximum of 30 days 
following the tender award or rejection. 
 
Solutions to non-compliance 
 
The analysis of the various instances of non-compliance have revealed a number 
of areas of concern that require prompt addressing by the Town’s administration. 
These can be widely summarized as being due to high turnover of staff and 
consequential lack of knowledge retention, lack of staff education and training in 
general statutory requirements, lack of staff expertise in areas of procurement 
and tendering in particular, and lack of staff awareness of breaches impact on 
the organization.  
 
It has to be noted that the Town has undertaken and has participated in a number 
of audits in 2015, which have been referred to in further detail in the Local 
Government Audit Framework item also included in the agenda for this meeting. 
These audits have all highlighted similar issues which the Town is in the process 
of addressing via a combination of different strategies. 
In relation to staff training, the Western Australian Local Government Association 
undertook a Procurement and Tendering workshop in early February for officers 
that frequently issue and manage tenders. It is believed that this training, together 
with the creation of new tender forms and templates and an appropriate and user 
friendly workflow, will assist in raising awareness amongst officers in discharging 
all statutory duties. This training will be coupled with mandatory procurement 
sessions for designated officers upon commencement and regular internal 
refreshers and follow ups for current staff. 
 
In relation to monitoring procurement and addressing any potential risks in a 
timely manner, a dedicated internal procurement function is also being 
investigated by the Town. Different models are currently being looked into with 
the view of rolling out a more robust framework in the new financial year.  
 
The ARG Committee will be kept informed of the Town’s progress in all of the 
above areas to ensure openness and transparency with all of its processes. 
 
Consultation 
 
• Executive Leadership Team 
• All Managers 
• Risk analyst 
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FINANCIAL IMPLICATIONS  
 
There are no direct financial implications associated with the lodgement of the 
2015 Compliance Audit Return. 
 
STATUTORY AND POLICY IMPLICATIONS 
 
Statutory  
 
Section 7.13(1)(i) of the Local Government Act 1995 require local governments 
to carry out an audit of compliance with such statutory requirements. Section 14 
of the Local Government (Audit) Regulations 1996 outlines the period of time, 
the form and the process on the compliance audit. The compliance audit is 
required to be reviewed by the Audit Committee and report to Council.  
 
Sections 16 and 17 of the Audit Regulations outline the new requirements of all 
WA Chief Executive Officers to provide their Audit Committees with a 2 yearly 
report on risk management, internal control and legislative compliance. 
 
Strategic 
 
Sections 4.1 ‘Strategic and best practice local government administration’ of the 
Town’s Strategic Plan applies. 
 
Risk 
 
Should the Council endorse an internal audit function for the Town this will 
include a review of the Compliance Audit Return and ensure that processes to 
monitor compliance with the Act and associated Regulations are established. 
 
ATTACHMENTS  
 
1. 2015 Compliance Audit Return (with updated under question 1 of Tenders 

Section on page 7) 
 
1 March 2016 
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ATTACHMENT 1 TO ITEM 11.2.1 
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ITEM 12 LATE ITEMS AS PERMITTED BY PRESIDING MEMBER/ 
COMMITTEE 

 
Distribution Date: Thursday 3 March 2016 

 
12.1 Adopt Policies 2/018 ‘Borrowings’ and 2/019 ‘Financial 
Reserves’ 
  
Author: Laura Delaney, Coordinator Financial Services 
Authorising Officer: Sid Jain, Director Corporate Services 
File No. 04/03/0001 
 
DISCLOSURE OF INTEREST BY OFFICER  
Nil 
 
201516/031 AUDIT, RISK AND GOVERNANCE COMMITTEE DECISION 
 
MOVED: MR ATTWOOD    SECONDED: CR BLANCO 
 
That the Audit, Risk and Governance Committee suspend sections 9.4, 9.5 
and 9.9 of the Standing Orders Local Law 2014 in accordance with section 
18.2 ‘Suspension of Standing Orders’ to clarify the alternative motion for 
item 12.1 ‘Adopt Policies 2/018 ‘Borrowings’ and 2/019 ‘Financial 
Reserves’. 
 

      CARRIED 4/0 
 
7:45pm Presiding Member advised that sections 9.4, 9.5 and 9.9 of the 
Standing Orders local Law are suspended. 
 
201516/032 AUDIT, RISK AND GOVERNANCE COMMITTEE DECISION 
 
MOVED: MR ATTWOOD   SECONDED: MS PANGAHAS 
 
That the Audit, Risk and Governance Committee resume sections 9.4, 9.5 
and 9.9 of the Standing Orders Local Law 2014. 
 

CARRIED 4/0 
 
8:08pm Presiding Member advised that sections 9.4, 9.5 and 9.9 of the 
Standing Orders Local Law 2014 are resumed. 
 
201516/033 RECOMMENDATION/ AUDIT, RISK AND GOVERNANCE 
COMMITTEE DECISION 
 
MOVED: CR WHITWELL    SECONDED: CR BLANCO 
 
That the Audit, Risk and Governance Committee recommend that Council: 
 
1. Adopt Policy 2/018 ‘Borrowings’. 
 
2. Adopt Policy 2/019 ‘Financial Reserves’. 
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 CARRIED 3/2 ON THE PRESIDING MEMBER’S CASTING VOTE 
 
For Against 
Councillor Whitwell Ms Pangahas 
Councillor Blanco Mr Attwood 

 
_______________________________________________________________ 
  
EXECUTIVE SUMMARY 
 
Town officers are proposing that the Council adopt two new Policies: 
• Borrowings Policy  
• Reserves Policy 
 
DETAILED REPORT  
 
Policies are adopted by Council and establish guidelines or provide direction for 
the Town’s activities and actions. Policies are defined as the principles and intent 
behind the programs that a local government implements. A policy can also be a 
general plan or approach to a specific need, problem or issue.  
 
Borrowings Policy 
 
The Borrowings policy is to provide a framework for future borrowings, so that 
there is a controlled and disciplined approach to the borrowing of funds for the 
purpose of funding new infrastructure or the renewal or upgrade of existing 
infrastructure. 
 
The Town currently has approximately $26M in borrowings with an additional 
$5.1M in new borrowings budgeted for in 2015/16. The policy will ensure that all 
transactions are in accordance with legislative requirements, whilst minimising 
the cost of debt. The policy will also safeguard the Town’s ability to meet its 
liabilities and budgetary obligations, and also increase awareness of issues 
concerning debt management. The policy also sets some targets for the 
management of debt and what level of debt the Town is comfortable with. 
 
Financial Reserves Policy 
 
The Financial Reserves Policy is to provide a framework for the establishment 
and ongoing management of Financial Reserves. 
 
The Policy provides direction on what reserves should exist and for what 
purpose, how they should be managed, how new reserves are set up, how 
interest earnt is applied and any associated minimum balances (or targets) for 
these reserves. While setting of targets for reserve balances may be considered 
financially responsible it should be noted that they should be considered hand in 
hand with the Town’s Long Term Financial Plan, income strategies and operating 
and capital expenditure, all of which affect the Town’s long term financial position. 
Funds should not be put in reserves at the cost of urgently required asset renewal 
needs. There is a strong focus on asset management and the Town’s focus on 
bridging the asset renewal gap through the use of Reserves. 
The policy has also provided the opportunity to review the existing Reserves and 
recommend consolidation of some Reserves which have similar purposes. This 
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would formally be recommended to Council as part of consideration of the policy 
at the March OCM. 
 
Consultation 
 
The draft policies have had input and feedback from the following: 
• Manager Financial Services 
• Director Corporate Services 
• Executive Officer 
• Elected Members at the pre-Budget workshop in late January 2016 and 

budget workshop on Wednesday, 2 March 2016 
 
FINANCIAL AND RISK IMPLICATIONS  
 
Financial Implications 
There is no impact on the 2015/16 budget. 
 
Risk Implications 
The risk of not adopting these policies is that there will be no formal guidelines 
and/or direction provided by Council for the Town’s activities and actions in 
regard to Borrowings and Reserves.  
 
The principles and intent of these policies not only guide and direct financial 
operations but also inform and provide certainty to the Long Term Financial Plan, 
associated scenario modelling and the Annual Budget. Adopting these Policies 
will provide a clear direction for the Town in identifying targets that should be 
achieved.  
 
STATUTORY AND POLICY IMPLICATIONS 
 
Section 4.1 ‘Strategic and best practice local government administration’ of the 
Strategic Community Plan 2014 – 2024 applies as updating the policy manual 
assists with delivering high quality corporate governance accountability and 
compliance. 
Local government Borrowings are dealt with in accordance with sections 6.20 – 
6.24 (Part 6, Division 5, Subdivision 3) of the Local Government Act 1995 and in 
accordance with the Local Government (Financial Management) Regulations 
1996. 
 
Local government Reserves are dealt with in accordance with section 6.11 (Part 
6, Division 4) of the Local Government Act 1995 and in accordance with the Local 
Government (Financial Management) Regulations 1996. 
 
ATTACHMENTS  
 
1. Borrowings Policy 
2. Financial Reserves Policy 
 
1 March 2016 
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ATTACHMENT 1 TO ITEM 12.1 
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ATTACHMENT 2 TO ITEM 12.1 
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ITEM 13 MOTIONS OF WHICH PREVIOUS NOTICE HAS BEEN GIVEN  
 
Nil 
 
 
ITEM 14 CONFIDENTIAL ITEMS  
 
Nil 
 
 
ITEM 15 APPLICATIONS FOR LEAVE OF ABSENCE FOR THE NEXT 

AUDIT, RISK AND GOVERNANCE COMMITTEE MEETING 
 
Nil 
 
 
ITEM 16 ATTENDANCE BY TELEPHONE/ INSTANTANEOUS 

COMMUNICATIONS 
 
Nil 
 
 
ITEM 17 CLOSURE 
 
17.1 Date of Next Meeting 
 
The next Audit, Risk and Governance Committee Meeting of Council will be held 
at 12 April 2016 at 5.30pm 
 
17.2 Closure 
 
There being no further business, the Presiding Member declared the meeting 
closed at 8.14pm. 
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