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CITY OF COCKBURN 

AGENDA TO BE PRESENTED TO THE ORDINARY AUDIT & 
STRATEGIC FINANCE COMMITTEE TO BE HELD ON 

THURSDAY, 16 NOVEMBER 2017 AT 6:00 PM 

1. DECLARATION OF MEETING 

 

2. APPOINTMENT OF PRESIDING MEMBER (IF REQUIRED) 

 

3. DISCLAIMER (TO BE READ ALOUD BY PRESIDING MEMBER) 

Members of the public, who attend Council Meetings, should not act 
immediately on anything they hear at the Meetings, without first seeking 
clarification of Council's position. Persons are advised to wait for written 
advice from the Council prior to taking action on any matter that they may 
have before Council. 

4. ACKNOWLEDGEMENT OF RECEIPT OF WRITTEN 
DECLARATIONS OF FINANCIAL INTERESTS AND CONFLICT 
OF INTEREST (BY PRESIDING MEMBER) 

 

5. APOLOGIES & LEAVE OF ABSENCE 

 

6. PUBLIC QUESTION TIME 

 

7. CONFIRMATION OF MINUTES 

7.1 MINUTES OF THE AUDIT & STRATEGIC FINANCE COMMITTEE 
MEETING - 20/7/2017 

RECOMMENDATION 
That Committee confirms the Minutes of the Audit & Strategic Finance 
Committee Meeting held on Thursday, 20 July 2017 as a true and 
accurate record. 
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8. DEPUTATIONS 

 

9. PETITIONS 

 

10. BUSINESS LEFT OVER FROM PREVIOUS MEETING (IF 
ADJOURNED) 

Nil  

11. DECLARATION BY MEMBERS WHO HAVE NOT GIVEN DUE 
CONSIDERATION TO MATTERS CONTAINED IN THE 
BUSINESS PAPER PRESENTED BEFORE THE MEETING 
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12. COUNCIL MATTERS 

12.1 RISK MANAGEMENT INFORMATION UPDATE 

 

 Author(s) J Ngoroyemoto  

 Attachments 1. Draft Risk Management Framework ⇩   
2. High/Extreme Risks Quarterly Report ⇩    

     
 

 

RECOMMENDATION 

That Council:  

(1) receive the risk management information report; and  

(2) endorse the proposed Risk Management Framework as shown in 
the attachment to the Agenda. 

 
 

Background 

The City’s Risk Program, is committed to a culture of risk management, 
to ensuring that sound risk management practices and procedures are 
fully integrated into its strategic and operational processes and day to 
day business practices. The City is progressing in implementing the 
Risk Program, and this report provides an update on the key milestones 
achieved over the past 4 months since the last information report was 
submitted to the Audit Committee.  

The purpose of this report is to provide an overview of the current and 
planned risk management activities by the City of Cockburn, 
incorporating the Status of the City Business Continuity Management 
Program. 

Submission 

N/A 

Report 

This Risk Report covers the months of August to November 2017 and 
outlines the risk and business continuity management activities 
undertaken during these months. 

Risk Management Program; 

Update on High and Extreme Risks 

As at 31 October 2017, 25 Strategic Risks and 220 Operational risks 
currently sit on the City’s Risk Registers. 
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Nil EXTREME risks 

5 HIGH risks 

16 SUBSTANTIAL risks 

132 MODERATE risks 

67 LOW risks 

These risks are monitored and reviewed in priority of the risk rating 
level as per the City of Cockburn risk treatment levels. Updates on the 
identified HIGH/EXTREME are attached to the report. 

Risk Profile 

All of the City’s risk information is continuously reviewed by the risk 
owners in Risk Management & Safety System (RMSS). The distribution 
of risk ratings for both strategic and operational risks throughout the 
organisation is shown in the following risk matrix and pie chart. The pie 
chart demonstrates the overall image of the City’s risk categorised into 
Low, Moderate, Substantial, High and Extreme risks. The City is 
proactively managing its risks with no Extreme risks identified and only 
1.94% rated as High. The distribution of the risk ratings is likely going to 
change as the City transitions through the risk maturity levels and 
continues to review all operational and strategic risks. 

Figure 1: Distribution of risk ratings as at 31 October 2017 

 

Figure 2: Risk Matrix - This matrix maps out the distribution of risks 
within the City’s Risk Matrix. 
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Management Control Reviews 

The City has undertaken its annual control review audits, whereby 
random risks are selected from each directorate and all controls 
associated with these risks are scrutinised, tested and verified to 
confirm the effectiveness of the controls in place to controlling the risk. 
The controls reports and results for each directorate were presented to 
the November Directors meeting.  
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The results of the control reviews provided confidence to the Executive 
Team, that key risks have adequate controls in place and that these 
controls are adequate. These validates that the Administration has 
instructive and practical mitigation strategies, and monitors the status 
and the validity of all existing controls. 

Risk Management Framework 

Council at its Delegated Authorities, Policies and Position Statements 
Committee of 24 August 2017 adopted the Risk Management Policy 
SC51. As part of this process, the guidelines that were originally part of 
the risk management policy were removed from the policy. This report 
seeks to formalise these guidelines into a framework document that 
supports the Risk Management Policy. 

The proposed Risk Management Framework (the framework) provides 
a structure and guidance to Council’s risk management activities and 
outlines the components that provide the foundations and 
organisational arrangements for designing, implementing, monitoring 
and reviewing risk management throughout Council’s operations. The 
framework highlights the role played by all Council departments in risk 
management and reinforces the importance of a risk focussed 
approach to management of Council’s activities. The Framework will be 
reviewed on a biennial basis, but will also make incremental changes, 
modifications, and adjustments as conditions warrant. This framework 
document goes through continuous ongoing changes based on the risk 
maturity level of the City of Cockburn. 

The framework incorporates the following aspects: 

 Includes explicit links to Council’s planning process 

 Aligns with AS/NZS 31000:2009 by including the application of the 
risk management principles, and incorporating emerging risk and 
project risk. 

 Includes a risk management action plan 

The proposed framework was reviewed by the Project Portfolio 
Management - Project Team, Risk Review Group, the Executive Team, 
and is presented, and supported for formal consideration and adoption. 

The City’s Business Continuity Management Program 

The Administration has formalised a Crisis Management Plan to 
address the operational gaps identified during the Business Continuity 
Plan test exercise in relation to effective communications, clear roles 
and responsibilities, and good information management. This 
establishes the response procedures, that provide guidelines for the 
management of the immediate actions and operations required to 
respond to incidents. The overall objective is to respond to crisis 
conditions and manage the process of restoring the City critical 
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services, encompassing the facilities, services and administration of the 
City. 

In addition, a comprehensive location based Business Continuity 
Management Program is to be developed and implemented. This will be 
applied for relevant critical scenarios affecting the regular delivery of 
Council critical functions, which incorporates the vital and necessary 
components of the City`s current and future business environment.  

Insights and moving forward: 

As the City continues to implement and embed risk management 
through its Risk Program, it will continue to focus on the following key 
areas and current initiatives: 

I.  A review the City’s risk registers, by conducting annual risk 
controls reviews. The main objective of the control reviews is to 
ensure that City of Cockburn can not only identify its risks, but 
also have confidence that key risks have adequate controls in 
place and that these controls are adequate. A fully functioning 
and transparent risk management program ensures that Council 
is aware of its risks, and will have the means to develop 
instructive and practical mitigation strategies, and monitor the 
status and the validity of all existing controls 

II.  Development of Location Based Business Continuity Plans 
during 2017-18 and 2018-19 Financial Year (Business Impact 
Analysis, Identify Response Options, Develop Response Plans, 
Train Exercise & Maintain).  

III.  Continue working with all business units to implement robust 
processes for embedding risk management and provision of risk 
management training for officers to improve the City’s risk culture 
and commitment, and development of a risk management 
training program. 

 

Strategic Plans/Policy Implications 

Leading & Listening 

Deliver sustainable governance through transparent and robust policy 
and processes 

 

Budget/Financial Implications 

Planned initiatives contained within the proposed Framework are 
funded from departmental operating budgets. With the exception of the 
development and implementation of location based business continuity 
Plans for all City buildings and facilities, which will require funding to be 
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resourced and included in the budget 2017-2018 budget of 
approximately $60,000. 

Legal Implications 

N/A 

Community Consultation 

Regulation 17, of the Local Government (Audit) Regulations 2013 
refers. 

Risk Management Implications 

Failure to adopt the recommendations will result in inability to support 
an integrated and effective approach to risk management, and lack of 
guidance on the arrangements for designing, implementing, monitoring 
and continually improving risk management process. 

Advice to Proponent(s)/Submissioners 

N/A  

Implications of Section 3.18(3) Local Government Act, 1995 

Nil 
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12.2 LEGAL PROCEEDINGS BETWEEN COUNCIL AND OTHER 
PARTIES 

 

 Author(s) J Ngoroyemoto  

 Attachments 1. Summary of Legal Proceedings commenced 
and/or responded to by the City (2016-2017 
financial year) (CONFIDENTIAL)   

2. Fratelle Architectural Services Termination of 
Contract Legal proceedings summary 
(CONFIDENTIAL)    

     
 

 

RECOMMENDATION 
That Council receive the report on legal proceedings commenced or 
responded to by the City during 2016/17 financial year. 

 

Background 

At its meeting held on 12 October 2006, Council adopted a new 
Position Statement PSES13 "Legal Proceedings Between Council and 
Other Parties". At the May 2016 DAPPS Committee Meeting, Policy 
SES1 'Obtaining Legal or Other Expert Advice' and associated 
delegated authority was presented for clarification on the methodology 
by which legal or other expert advice is provided to Elected Members to 
enable them to perform their civic function. As a result the “Legal Advice 
Register” provided annually to the Audit and Strategic Finance 
Committee is now limited to the notification of those issues which are in 
relation to, or a result of a Council resolution, or where the amount 
related to administrative advice is of such an amount to warrant 
Council`s attention only. 

Submission 

N/A 

Report 

Clause 2 of Position Statement PSES13, sub-clause (7) and (8) 
states: 
 
(7) The Chief Executive Officer shall establish and maintain a 
procedure which enables those matters which are subject to the terms 
of this Position Statement to be centrally recorded and updated, as 
appropriate. 
 
(8) A record of the procedure mentioned in (7) above shall be 
presented to the Audit Committee at least annually, or as often as 
considered appropriate by the Chief Executive 
Officer or as requested by any member of the Audit Committee. 
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The Audit Calendar – Part 6 in the month of November states: 
 
(6) Monitor the progress of any major law suits facing the Council. 
(Internal Audit). 
 
A Summary of the Legal Proceedings commenced or responded to by 
the City during the 2016/17 financial year, as a result of a Council 
resolution, or of significant amount that warrants Council’s attention has 
been circulated under separate confidential cover. 

 

Strategic Plans/Policy Implications 

Leading & Listening 

Deliver sustainable governance through transparent and robust policy 
and processes 

 

Budget/Financial Implications 

The table below highlights the legal fees expensed during 2016-2017 
with commensurate, where relevant, fines and penalties arising from 
the incurring of the legal expenditure. The City, further incurs expenses 
for rates recovery, but in 93.8% of the cases, the amounts expended 
are recovered. The break-up of where the funds are spent is detailed in 
the table below as well. 
 

LEGAL SERVICES 2016/17 

 Legal Firms Actual Budget 

General - McLeods $445,177 N/A  

General - Kott Gunning $55,651 N/A  

Total General $500,828 $425,237 

     

CCW - Jackson McDonald $97,382 $100,000 

      

Rates Recovery   

Debt Collection $247,647 $100,000 

Recoveries $263,919 $100,000 

Net $16,272 Nil 
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Fines and Penalties Income $299,712 $178,545 

      

Net Legal Fees (after fines and penalties) $282,226 $346,692 

    
 

 
The above excludes parking, litter and firebreak infringements. 

Legal Implications 

N/A 

Community Consultation 

N/A 

Risk Management Implications 

There are no risks associated with this recommendation, However 
failure to present this report to the Council annually presents a 
compliance risk in accordance with Position Statement PSES13 ‘Legal 
Proceedings Between Council and Other Parties’, and Policy SES1 
'Obtaining Legal or Other Expert Advice' & Associated delegated 
authority. 

Advice to Proponent(s)/Submissioners 

N/A 

Implications of Section 3.18(3) Local Government Act, 1995 

Nil   
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13. PLANNING & DEVELOPMENT DIVISION ISSUES 

Nil  
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14. FINANCE & CORPORATE SERVICES DIVISION ISSUES 

14.1 2017 ANNUAL FINANCIAL REPORT & EXTERNAL AUDIT REPORT 

 

 Author(s) N Mauricio  

 Attachments 1. Annual Financial Report 2017 ⇩   
2. Summary Annual Financial Report 2017 ⇩   
3. Audit Completion Report & Proposed Audit 

Opinion 2017 ⇩   
4. Auditor's Report on Summary Financials 2017 ⇩    

     
 

 

RECOMMENDATION 
That Council accept: 

(1) the annual financial report for the year ended 30 June 2017, as 
attached to the Agenda;  

(2) the summary financial report for the year ended 30 June 2017, as 
attached to the Agenda; 

(3) the audit completion report & proposed audit opinion 2017; and 

(4) the auditor’s report on summary financials 2017. 

 
 

Background 

As set out in its terms of reference, the Audit and Strategic Finance 
Committee (ASFC) is required to review the City’s annual financial 
report and recommend its adoption to Council.  The listed duties and 
responsibilities of the ASFC include reviewing Council’s annual financial 
report, focusing on: 

1. accounting policies and practices; 
2. changes to accounting policies and practices; 
3. the process used in making significant accounting estimates; 
4. any significant adjustments to the financial report arising from the 

audit process; 
5. compliance with accounting standards and other reporting 

requirements; 
6. significant variances from prior years.   
 

The committee is also required to discuss any issues arising from the 
audit of the annual financial report with the auditor. The Local 
Government Act 1995 requires the City to meet with the auditor at least 
once in every year. 
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Regulation 9 (2) of The Local Government (Audit) Regulations 1996 
states that the principal objective of the external audit is to carry out 
such work as is necessary to form an opinion as to whether: 

a) the accounts are properly kept; and 

b) the annual financial report: 

i. is prepared in accordance with financial records; and 

ii. represents fairly the results of the operations of the local 
government at 30 June in accordance with Australian 
Accounting Standards and the Local Government Act 1995. 

The Audit Plan for the 2017 financial year as prepared by the City’s 
auditor (Macri Partners) was presented to the July 2017 meeting of the 
A&SF Committee and adopted by Council. This outlined the purpose 
and scope of the external audit and explained the audit methodology 
and approach to be taken. 

Submission 

N/A 

Report 

2017 Annual Financial Report 

The annual financial report is presented to the Audit and Strategic 
Finance Committee in two formats: 

1. Financial Statements including all accounting and supporting notes 
(Detailed). 

2. Summary Financial Statements excluding all accounting and 
supporting notes. 

The Summary Financial Statements differ from the full set in that they 
don’t contain the accompanying financial notes and discussion and 
analysis. Both sets have been approved by the City’s Chief Executive 
Officer and auditor (Macri Partners).  

The Summary Financial Statements have been prepared specifically for 
inclusion in the City’s Annual Report, as the full set is too lengthy and 
mostly irrelevant to the report’s audience. The full set of Financial 
Statements will be published separately on the City’s website. 

Statement of Comprehensive Income 

1. Operating Result 
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The City’s operating result for 2017 came in at $4.4M, down by 
$4.0M on the previous year.  Operating expenditure increased by 
11.3% versus an increase of 7.4% in operating revenue. This is 
still a healthy result, as it demonstrates the City generates more 
than enough revenue to cover its costs, including depreciation.    

Overall, operating revenues of $139.6M were up $9.7M year on 
year.  The main contributors were revenue from rates up $5.0M 
(5.5%) and operating grants and subsidies up $5.7M (70.7%). 
This is mainly attributable to the impact of $3.9M from the ever 
changing practice of the Federal Government in paying federal 
financial assistance grants (FAGS). This year’s FAGS included 
an advance of 50% of next year’s funding whilst the previous 
year did not. There was also an increase of $1.3M in child day 
care subsidies received year on year, reflecting strong growth in 
service delivery.    

Operating expenses were up for the year by $13.7M to $135.2M. 
Employee costs, the City’s biggest operational expense item, 
were up $5.0M (10.7%) to $52.1M and were impacted by $2.1M 
for the commissioning of the Cockburn ARC facility. Spending on 
materials and contracts was up 8.2% to $37.7M (+$2.8M) with 
the biggest impact coming from a $1.2M increase in payments to 
childcare givers reflecting the growth in services delivered. This 
result also reflects $0.7M of costs for the Cockburn ARC and an 
extra $0.5M for the triennial GRV property valuations. Insurance 
expenses came in $0.2M (10%) higher than last year at $2.4M. 
Back claimed workers compensation was the main reason for 
this increase. Interest expenses increased from $85k to $1.0M 
(+$0.9M) due to the previous year’s borrowings for the Cockburn 
ARC facility.   

Depreciation expense (non-cash) increased by 15.4% to $27.5M 
(+$3.7M). This reflected an increase in building depreciation of 
$1.2M due to the commissioning of the Cockburn ARC building 
in January 2017. There was also an impact of $0.9M from the 
depreciation of Port Coogee Marina assets, which was handed 
over to the City in July 2016. A revaluation of parks equipment 
assets in June 2016 also contributed to an extra $0.9M in 
depreciation (year on year) for this asset class. Amortisation of 
landfill infrastructure assets increased by $0.8M (year on year) 
due to amortisation now recorded for the rehabilitation of the site.    

2. Net Result 

Including non-operating activities, the City’s net result (before 
asset revaluations) was up $20.2M on the previous year to 
$71.9M. Although negatively impacted by the $4.0M decline in 
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the operating result, the following non-operating activities 
contributed an additional net $24.2M. 

Capital grants and contributions received of $11.1M were down 
$12.6M year on year. State and federal capital grants were down 
$2.4M mainly due to the Cockburn ARC project winding up. 
However, the significant impact came from private capital 
contributions (-$10.1M) as a result of adjustments made to the 
JV partner share of incurred construction costs for Cockburn 
ARC.     

$5.6M received from the City’s Developer Contribution Plans 
(DCP) was down $3.6M year on year, reflecting a slowdown in 
land development across the City in 2016-17. $4.6M was 
received for the community infrastructure plan (down $1.9M) and 
$1.0M for the road infrastructure plans (down $1.7M).  

The City received gifted assets valued at $54.3M in July 2016 
related to the Port Coogee marina. Infrastructure assets within 
new subdivisions gifted by developers totalled $8.4M, down 
$4.7M on the $13.1M gifted the previous year.    

Expenses for land ceded to the Crown increased by $14.0M due 
to the purchase of recreational land using POS cash in lieu funds 
of $14.6M. 

Profit from the sale of assets of $5.7M was up (+$5.3M) on last 
year’s result, mostly from the sale of commercial land totalling 
$10.9M on Beeliar Drive, Yangebup. 

With the opening of the Cockburn ARC facility and the 
subsequent decommissioning of the South Lake Leisure Centre 
(SLLC), the City was required to book an impairment charge of 
$3.2M. This represented the remaining written down value of the 
SLLC as at 30 June 2017.  

Statement of Financial Position 

The City’s net assets and total equity was unchanged during the 
reporting year, remaining at $1,162.8M. This reflects a decrease in total 
assets of $21.5M, comprising current assets (-$38.9M) and non-current 
assets (+$17.4M). These were however offset by a decrease in total 
liabilities of $21.5M, comprising current liabilities (-$13.2M) and non-
current liabilities (-$8.3M).   

1. Assets 

The decrease in current assets of $38.9M (year on year) 
includes $36.2M less in cash and investments, reflecting the 
lower amount of cash held in financial reserves. Receivables 
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were also lower by $6.8M, mainly due to the invoiced Cockburn 
ARC JV contribution in the previous year.  

The increase in non-current assets of $17.5M comprised a net 
increase of $16.8M in the value of property, plant & equipment 
(PPE) and an increase of $3.9M in infrastructure assets.  

PPE assets were impacted this year by the triennial revaluation 
of land and buildings, with land losing $11.3M in fair value and 
buildings gaining $0.5M. PPE was also impacted by the new 
Cockburn ARC building at $83.2M (offset by the work in progress 
spend from the previous year of $64.9M) and the gifting of the 
Port Coogee marina services building at $1.7M. 

Infrastructure assets were impacted by a number of significant 
transactions including the gifting of Port Coogee marina assets 
(+$52.6M) and the gifting of roads, drainage and parks 
infrastructure (+$8.4M). The annual revaluation of infrastructure 
assets also had significant impact on asset values with Roads 
suffering a decrease of $68.5M primarily due to an extensive 
condition audit undertaken last year. Drainage had an increase 
of $5.9M due to improving levels of data accuracy, whilst both 
footpaths (+$0.6M) and parks infrastructure (+$1.0M) also had 
increases in value.  There were also acquisitions of $21.2M less 
depreciation of $19.9M transacted during the year. 

2. Liabilities  

Current liabilities reduced year on year by $13.1M to $18.5M, 
with trade & other payables the main reason, decreasing by 
$14.2M to $9.4M. This is considered a more normal level as last 
year’s result had been impacted by the June end of month 
payment run being processed on 1st July (+$6.5M) and the June 
progress claim for Cockburn ARC (+$8.4M). Current leave 
provisions were also $1.2M higher on last year at $6.6M, mainly 
attributable to annual leave (+$0.8M).  

Non-current liabilities reduced by $8.3M from last year, primarily 
due to the new treatment of bonds and deposits received as trust 
fund items this year (-$5.8M). Non-current loan borrowings were 
also paid down by $3.1M to $20.0M (of total borrowings of 
$22.5M including current liability).  

Changes in Equity 

Cash backed reserves held by the City decreased by $21.1M to 
$105.5M during the reporting year, with the completion of the Cockburn 
ARC facility drawing down on several reserves. Reserves with 
significant decreases included the Cockburn Central West (CCW) 
Facility Reserve (down $10.3M to $0.5M), the Waste Reserve (down 
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$10.7M to $13.2M), POS Cash in Lieu (down $5.5M to nil – now Trust), 
Developer Contributions- Community Infrastructure (down $4.4M to 
$6.0M) and Land & Development Fund Reserve (down $2.2M to 
$4.2M).  

Reserves that increased significantly during the year were the Roads & 
Drainage Infrastructure (up $5.8M to $14.0M) and the new Port Coogee 
Waterways Management (WEMP) Reserve ($2.3M).  

The Revaluation Surplus reduced by $71.9M to $503.5M as a result of 
the annual management valuation of roads, footpaths, drainage and 
parks infrastructure (down a net $61.1M) , as well as the triennial 
valuation of land & buildings undertaken by a licensed valuer (down a 
net $10.8M). 

The City’s accumulated surplus increased by $93.0M to $553.8M. This 
represented the $71.9M net surplus result, plus the $21.1M net transfer 
of funds to financial reserves. 

Statement of Cash Flows 

The City’s net incoming cash flows from operating activities reduced by 
$14.1M to $26.9M for the reporting year. This still reflects strong 
operating cash flows that allow the City to continue funding new assets 
and asset renewals and upgrades as planned. 

Cash of $83.3M was outlaid on capital spending, a slight increase of 
$5.3M on the previous year. 

Cash flows from grants and contributions received for the development 
of assets reduced by $16.1M to $16.7M, with the decrease mainly 
attributable to less grant receipts for the Cockburn ARC project. Cash 
received from the sale of assets was up by $9.0M to $12.5M, due to the 
sale of two large lots of land on Beeliar Drive, Yangebup.  

The City repaid $3.2M of outstanding borrowings, including the early 
repayment of the emergency services building self-funding loan at the 
request of DFES.  

Cash and cash equivalents decreased during the year by $36.2M to 
$115.4M, representing the fall in funds held in financial reserves and 
the transfer of funds held for bonds and deposits into the Trust fund in 
accordance with legal advice. 

Rate Setting Statement 

This statement shows the most complete view of the City’s financial 
performance for 2017 and determines the municipal budget surplus.  
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The City’s closing funds at 30 June 2017 were $6.6M, down $2.6M 
against the previous year. $5.4M of the closing funds is unspent monies 
required to complete carried forward works and projects. The remaining 
balance of $1.2M represents uncommitted funds carried forward into 
the next year. In setting the 2017-18 budget, an estimated $2.5M of 
uncommitted funds were allowed for.  

The total amount raised from general rates was up $5.0M (5.5%) on 
last year to $96.4M and includes additional revenue from development 
growth in the City’s rating base. This was $0.6M above the adopted 
budget target. 

Financial Ratios 

The WA Local Government (Financial Management) Regulations 1996 
prescribe seven financial ratios that are to be included in the annual 
financial report. These ratios are also used by the Department of Local 
Government & Communities (DLGC) as a measurement of a local 
government’s overall financial health. They form the basis of 
calculations used for the Financial Health Indicator (FHI) displayed on 
the MyCouncil website. 

RATIO 2017 2016 Benchmark High 

Current Ratio 1.432 1.211 1.00 1.50 

Asset Sustainability Ratio 1.418 1.399 0.90 1.20 

Debt Service Ratio 9.650 20.631 2.00 5.00 

Operating Surplus Ratio 0.078 0.049 0.01 0.15 

Own Source Revenue Ratio 0.973 1.003 0.40 0.90 

Asset Consumption Ratio 0.688 0.714 0.50 0.75 

Asset Renewal Funding Ratio 0.729 0.741 0.75 1.10 

Six of the ratios are well above the DLGC benchmark, with three 
exceeding the high ratio mark (in bold). The Asset Renewal Funding 
Ratio (comparing value of planned renewal spend in LTFP against 
requirements in AMP’s) is only slightly below the benchmark.  

The results from these seven ratios produce an FHI score for the City of 
90 (compared to 89 last year). This result is the highest achieved by the 
City to date. An FHI result of 70 and above indicates sound financial 
health according to the DLGC.  

Audit Report 
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The 2017 annual financial report was audited by Macri Partners and 
their assigned Audit Partner, Mr Tony Macri. They were signed off as 
being true and fair and without qualification. The Local Government Act 
requires the City to meet with the auditor at least once in every year 
and the auditor will be present at the meeting to discuss the audit report 
and any audit findings.  

 

Strategic Plans/Policy Implications 

Leading & Listening 

Deliver sustainable governance through transparent and robust policy 
and processes 

Ensure sound long term financial management and deliver value for 
money 

 

Budget/Financial Implications 

The cost of the external audit is sufficiently covered within the City’s 
annual budget. 

Legal Implications 

Local Government Act 1995 Sections 5.54, 6.4, 7.9 and 7.12A 
Local Government (Audit) Regulations 1996 Regulations 9 and 10 

Community Consultation 

N/A 

Risk Management Implications 

It is a requirement under the Local Government Act for Council to 
accept the City’s annual report (including the financial report and 
auditor’s report) by no later than 31 December each year. Failure to do 
so will lead to statutory non-compliance. 

Advice to Proponent(s)/Submissioners 

N/A 

Implications of Section 3.18(3) Local Government Act, 1995 

Nil 
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14.2 APPOINTMENT OF INTERNAL AUDITOR 

 

 Author(s) N Mauricio  

 Attachments 1. Strategic Internal Audit Plan ⇩    
     

 

 

RECOMMENDATION 

That Council appoint Deloitte for delivery of internal audit services to 
30 June 2019, in line with the time span of the City’s Strategic Internal 
Audit Plan. 

 

Background 

Council appointed Deloitte to provide internal auditing services to the 
City in August 2011 on a four year contract and then extended it in 
2015 for another two years. The initial appointment followed a formal 
procurement quotation process, which invited submissions from 
suppliers on the WALGA Preferred Supply Panel for audit services. 

The Local Government (Audit) Regulations 1996 requires the audit 
committee to provide assistance to council in the process of selecting 
and appointing an auditor. Whilst this relates specifically to the 
appointment of the external auditor, the City also chooses to bring the 
appointment of the internal auditor to the audit committee for better 
governance. The terms of reference for the Audit & Strategic Finance 
Committee also require it to provide assistance to Council in the 
process of selecting and appointing an auditor.  

Certain functions of the internal audit complement the external auditor’s 
role. As the external auditor plans for an effective audit they assess and 
determine whether to include outcomes from internal audit. All internal 
audit reports are referred to the audit committee for consideration. 

The scope of the internal audit function is set by the audit committee 
(with input from the CEO & management) and the internal auditor 
reports functionally to the audit committee. 

Submission 

N/A 

Report 

Internal auditing is an independent, objective assurance and consulting 
activity designed to add value and improve an organisation’s 
operations. It helps an organisation accomplish its objectives by 
bringing a systematic, disciplined approach to evaluate and improve the 
effectiveness of risk management, control, and governance processes. 
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The following table summarises the internal audit plan delivered by 
Deloitte over the contract term to date and where each audit 
assignment originated from:   

Auditable Issues/areas Source Status 

Fraud Control Assessment 2011 Internal Audit 
Plan 

Completed 2011/12 

Procurement/Supply Chain 
Management Process 

2011 Internal Audit 
Plan 

Completed 2012/13 

Exercise of Delegated Authorities  
Executive Completed 2012/13 

Revenue Recognition (rates and 
other sources)  

2011 Internal Audit 
Plan 

Completed 2013/14 

Audit salaried employee 
timekeeping practices 

2011 Internal Audit 
Plan 

Completed 2013/14 

Review implementation of fraud 
risk management 

Audit Committee Completed 2013/14  

Procurement Improvement Internal Audit Plan Completed 2014/15 

2015/16 Rates Setting Process Council Completed 2015/16 

2016/17 Rates Setting Process Council Completed 2015/16 

Project Management 
Strategic Internal 
Audit Plan 2016-

2019 
Completed 2016/17 

2017/18 Rates Setting Process Council Completed 2016/17 

At its July 2016 meeting, the Audit and Strategic Finance Committee 
adopted a three year strategic internal audit plan. The internal audit 
plan was developed through the City’s Risk Review Group (comprising 
cross functional managers), with input from the internal auditor. The 
audit planning was informed by the City’s operational and strategic risk 
registers, where assessed risk levels influenced the audit priorities. 

Deloitte have commenced delivery of internal audit services required 
under the strategic internal plan with the completion of the Project 
Management and 2017-18 Rates Setting audits earlier this year. The 
completion of audits into the City’s records management practices and 
land development and developer contributions is planned for the 
2017-2018 financial year (as attached). 

It is therefore logical and makes sense to continue with Deloitte for the 
delivery of remaining audits required under the strategic internal audit 
plan to 30 June 2019. 

Deloitte’s audit reports and the recommendations contained therein are 
always relevant and of very high quality. They consistently meet the 
stated objectives of each agreed terms of reference for the audit, 
ensuring value for money. The delivery of the City’s internal audits 
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during Deloitte’s contract tenure has been overseen by the same audit 
manager and partner, enabling them to develop a very good 
understanding of the City’s operating environment and business 
activities. This has helped ensure that audit findings and 
recommendations are always appropriate, practical and workable for 
the City. 

Given the performance of Deloitte over the past six years, it is 
recommended that the City extend their contract for another two 
financial years. Deloitte continue to be preferred suppliers with WALGA 
on their supply panel for Audit Services. 

 

Strategic Plans/Policy Implications 

Leading & Listening 

Deliver sustainable governance through transparent and robust policy 
and processes 

Ensure sound long term financial management and deliver value for 
money 

 

Budget/Financial Implications 

The cost for internal audit assignments is determined at the time of 
agreeing the terms of reference. Hourly fees are set in accordance with 
the WALGA supply panel contract for Audit Services, which are subject 
to annual CPI increases. 

The City’s budget includes an allocation for compliance/internal audit 
work of $50,000. 

Legal Implications 

N/A 

Community Consultation 

N/A 

Risk Management Implications 

Not appointing an internal auditor at this time would leave the City 
unable to deliver the requirements of the Council adopted Strategic 
Internal Audit Plan. 

Advice to Proponent(s)/Submissioners 

N/A  
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Implications of Section 3.18(3) Local Government Act, 1995 

Nil 
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14.3 PERFORMANCE REVIEW OF MONETARY & NON-MONETARY 
INVESTMENTS FOR THE FINANCIAL YEAR 2016-2017 

 

 Author(s) S Downing  

 Attachments N/A 
     
 

 

RECOMMENDATION 
That Council receive the information. 

 

Background 

Council Policy SFCS1 ‘Investments’ Clause 5.2 requires: 

An annual report on the performance of the investment portfolio 

will be submitted to Council outlining the performance of the 
portfolio for the financial year.” 

Submission 

N/A 

Report 

As per the Investments Policy SFCS1, the following report is divided 
into two parts. The first part is a report on cash investments held by the 
City and the second part is for non-cash investments. 

Cash Investments 

The City earned the following interest income during 2016-2017: 

 Municipal/Reserve funds (MFR) $4.554m 

 Rates – Administration Interest $0.350m 

 Rates – Penalty Interest $0.220m 

 Deferred Pension rates $0.019m 

 ESL Interest $0.014m 

 Total Interest income $5.157m 

Interest income from the surplus cash in the municipal fund and 
reserves (MFR) totalled $4.554m.  The interest rates earned by the 
MFR over the twelve months varied from 3.05% in July 2016 to 2.73% 
in June 2017.  

The interest income earned from the other four sources, Rates – 
Penalty Interest, Rates – Administration Interest, Deferred Pension 
Rates and ESL Interest, was not earned on the management of surplus 
cash but on outstanding debts due to the Council. The Local 
Government Act provides the heads of power for a council to impose 
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interest on outstanding rates. Rates – Administration Interest and ESL 
Interest are charged at 3.5%, whilst Rates – Penalty Interest is charged 
at 7%. The Local Government Act has a maximum interest rate of 11%. 
The Council has always elected to impose a lower interest rate.  The 
rate for Deferred Pension Rates was 2.48% as at 30 June 2017. 

All surplus funds are invested in accordance with the Local Government 
Act, associated regulations and Council’s Investment Policy. All cash 
investments/term deposits are compliant with Council’s Investment 
Policy. 

The funds are invested in term deposits with APRA regulated financial 
institutions apart from two investments.  The amendment to the 
regulations requiring Council’s only invest in term deposits with a 
maturity less than twelve was gazetted with an over-rider allowing 
existing investments with a maturity greater than twelve months and in 
non-term deposits to go to maturity. 

The first investment is for $2m in a CBA zero coupon senior bond 
paying 7.18%. The maturity date for the return of the $4m is January 
2018.  (The additional $2m is the capitalised interest compounded over 
the life of the bond). 

The second investment is the reverse mortgage backed security, 
Emerald. The original investment was $3m in three $1m tranches. The 
City is currently receiving interest at the rates of 2.40%, 2.75% and 
2.86% on the respective tranches. Additional ‘step-up’ interest is also 
accruing on these three tranches at 0.9%, 1.5% and 1.9% respectively, 
which will be paid to the City upon maturity. The current balance of 
‘step-up’ interest owing to the City is $271,079. The City received 
capital repayments of $54k in the past year, reducing the outstanding 
balance due for the investment to $2.65m. 

Non-Cash Investments 

The City has substantial freehold land on its balance sheet. As at the 
30 June 2017 that total was $83.4m. The makeup of the land comprises 
sumps, reserves, land available for sale, freehold parks and land on 
which council buildings and facilities occupy. The Land Management 
Strategy had identified a range of land assets that are surplus to 
requirement or land that could be made saleable with investment from 
Council. The concept is to monetise freehold land (where possible) so 
as to re-invest in income producing property to receive a stream of 
rental income. The Land Management Strategy provides for a 
reconciliation of the freehold land and that which is surplus to 
requirements. 
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Rental Income 

The City received rental income for 2016-2017 on commercial 
properties and land. 

Commercial Property Income (Ex-GST) 

Coogee Beach Caravan Park $254,156 

Cockburn Health and Community Facility $1,434,374 

Cockburn GP Super Clinic $606,364 

Youth Centre $148,517 

Naval Base Shacks $457,121 

Coogee Beach Café $51,190 

Baptist Recreation Centre - Land Lease $26,425 

Spearwood Dalmatinac - Land Lease $20,720 

Cockburn Bowling Club - Land Lease $10,003 

Emergency Services Facility - DFES Sub-lease $57,750 

12 Rivers Street, Bibra Lake $69,568 

Port Coogee Marina Building (first floor) $44,724 

Other land rental $151,695 

Total Rental Income $3,332,607 

The net rental revenue from the Cockburn Health and Community 
Facility is quarantined within a financial reserve for the purpose of 
future maintenance requirements for the facility. This is to ensure that 
there is no future demand for the Municipal Fund to meet capital or 
operating maintenance costs. Once the level of funds meets the target, 
dividends will be paid to the municipal fund. The City also quarantines 
funds received from the Naval Base Shacks to meet the future capital 
maintenance needs of this unique asset. 

Land Sales 

The City budgeted to settle on Lot 9003 Beeliar Drive for $9.3m (settled 
in March 2017) and Lot 803 Yangebup Road Yangebup $1.58m (settled 
in November 2016). 

Whereas funds are generally allocated to income producing assets, the 
exception is the sale of land at Lot 9003 Beeliar Drive. The proceeds 
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were allocated in the 2016-2017 Budget to the redevelopment of the 
Council Depot.  The City is actively marketing a number of parcels of 
land but interest is disappointing though not unexpected in the current 
economic climate. 

 

Strategic Plans/Policy Implications 

Community, Lifestyle & Security 

Provide for community facilities and infrastructure in a planned and 
sustainable manner 

Create and maintain recreational, social and sports facilities and 
regional open space 

Economic, Social & Environmental Responsibility 

Create opportunities for community, business and industry to establish 
and thrive 

Leading & Listening 

Ensure sound long term financial management and deliver value for 
money 

Provide for community and civic infrastructure in a planned and 
sustainable manner, including administration, operations and waste 
management 

 

Budget/Financial Implications 

N/A 

Legal Implications 

N/A 

Community Consultation 

N/A 

Risk Management Implications 

This is an information report only on actions taken in the 2016-2017 
financial year. All cash investments and term deposits are in 
accordance with Council Policy.  There are no risks  as an outcome of 
this report. 
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Advice to Proponent(s)/Submissioners 

N/A  

Implications of Section 3.18(3) Local Government Act, 1995 

Nil   
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15. ENGINEERING & WORKS DIVISION ISSUES 

Nil  

16. COMMUNITY SERVICES DIVISION ISSUES 

Nil  

17. EXECUTIVE DIVISION ISSUES 

Nil  

18. NEW BUSINESS OF AN URGENT NATURE INTRODUCED BY 
MEMBERS OR OFFICERS 

 

19. MATTERS TO BE NOTED FOR INVESTIGATION, WITHOUT 
DEBATE 

 

20. CONFIDENTIAL BUSINESS 

Nil  

21. CLOSURE OF MEETING 
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Summary of leeal Proceedlnes commenced and/or responded to by the City

City of
Cost Cockburn are MOnies

Status:

Lawyer
Subject Start Date

Law Firm
Cockbur Applicant

(known)
Summary / Current Status (as at date)

Prosecuting. Awarded
Active/ Details/Progress/ Outcome

File No. & Lawyer
n Officer

(not Incl. Defending or mlnusCOC
Closed

GST.) Seekong Advice Costs

22615 Port Coogee 20/06116 Peter Doug NlA $29.163.49 legal advice requested for the Pile Defect Seeking advice Active this Is currently ongoing
Development Wlttkuhn. Vickery remediation In Port Cooge. Marina
Cockburn Road. McLeod’s

COOQee

3509 Lot 11 (No. 40) 31/0812016 Peter Andrew Swire $110.902.01 Scheme requires Swire to cede land for Prosecuting the deed Active Currently in mediation. Mediated

Solomon Road. Wittkuhn. Troslc Cold Verde Drive extension. and also of agreement position appears to be achievable.
JandakotSwire McLeod’s Storage contribute towards constructing the road. which will secure the road land.

Cold Storage Ply Ltd The C~y secured conditions of Currently awaiting subdivision process

Ply LId development approval to ensure Scheme to occur.

obligations were met. Swire requested to
defer these arrangements. by entering In
to a deed of agreement. Whereas the City
could have compelled the conditions of

development approval at the time. it

agreed to enter the deed. Swlres have

attempted to not comply with the deed.

forcing the City in to a statement of claim

against Swlres via the Supreme Court.

39911 Termination of 1110/2017 Jackson Gall Cockburn $5.000.00 Termination of Contract. Compilation of Defending Active Ongoing
Fratelle’s McDonald BO’M’TIan claim against Fratelle. defend claim

Arch~ect against COC
Contract for

Cockburn

BowlinQ Club

EMT:71590 Winding up 28/07/16 Jackson Stuart Nil $11.000.00 Ongoing Seeking advice NlA Active Ongoing
85 SMRC McDonald Downing

Closed Cases

39984 SAT DR 30/09/2016 Denis Andnsw Suijene & $z7.299.40 SAT Appeal of Council"s decision to Defending Nil Closed SAT Invijed Council to nsconslder ijs

273/2016 Mcleod. Lefort Ors nsfuse Planning Application for Oub decision and the application was
Sunane & Ors v McLeod’s Pnsmlses. Maner proceeded to approved by Council 13/0212017.

City of Cockbum mediation.

4/13 Port

Kembla DrIve.

Blbra Lake

SOM:7153 Development 31/10/2016 Jackson Rob Nil $22.846.79 Complete Seeking advice NlA Oosed Agreement nnallsed
512 Agreement to McDonald Avard

FFC (Oval Area
& Building Area)

16076/CH Lot 25/01117 Kott John Cockburn ~16.527.90 Matter Flnallsed - 27 Mar 2017 - Prosecuting ~5.886.10 Closed 27 Mar 17 - Successful Prosecution

931 (20)Chelydr Gunning - West Unlawlully commenced Building Works $75.000 penalty and $7414 costs
a Point. North Anne awarded to the Cny
Coogee Wood

39911 Knight. D - SAT 6/09/2016 Andrew Mlcheel Cockbum $11,919.70 Court process Is complete and provided Prosecuting Nil Closed Owner. wer. approved to k..p three
RevieW of Wedham Emery 28 days to pay cae from the date of dogs IMIhln the property. Court Imposed
Application to conviction (19 June 2017) a flne of $500.00 and costs of $522.50

Keep Additional Mcleod’s In relation to the matter, notlng that

Dogs although there had been an ofIense, the
owners wens attempting to resoive the
nuisance Issue.
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Fratelle Group Architectural Services Contract for the Cockburn Bowling and 

Recreation Facility

After identifying significant Architectural Services performance issues with the Fratelle 

Group, the City engaged Bollig Architectural Services to undertake an independent Peer 

review of the design work completed by Fratelle. This review confirmed concerns and 

identified a significant number of deficiencies in the design with recommended 

rectifications.

The City then received legal advice from Jackson McDonald regarding the proposed 

termination of the Architectural and Consultancy Services contract number 000074 for the 

Cockburn Bowling and Recreation Facility with the Fratelle Group.

The Advice received was that the City had sufficient evidence and grounds to Terminate the 

Fratelle Group contract, due to a number of breaches predominantly related to timeliness 

and quality of design issues. The Contract was therefore terminated on the 24 July 2017.

Fratelle Group replied to the Termination Letter on the 28 July 2017 alleging that the City 

had repudiated the contract, accepting that repudiation and itself purporting to terminate 

the Contract between the parties. Therefore, neither party can be proceeding on the basis 

that there is a contract currently on foot.

The City, prior to the Termination of the contract, also received advice from Jackson 

McDonald regarding the City’s contractual rights to adjust the Percentage Based Fee in line 

with the contract, and whether the City could make a claim against the Fratelle Group. The 

City’s rights were confirmed and a letter was sent prior to the termination of the contract 

adjusting the fee, and outlining a financial claim by the City to the Fratelle Group. This 

enables the City to seek adjudication regarding the claim under the Construction Contracts 

Act.

A new architect called Sandover -Pinder was appointed following a Request For Quotation 

process to complete the remainder of the project.

The City has subsequently received a letter of Claim from Clyde and Co representing the 

Fratelle Group on the 13 October 2017. The City has therefore received additional advice 

regarding this Claim under the Construction Contracts Act from Jackson McDonald. 

Following this advice Jackson McDonald has been requested to provide a response 

defending the City against this claim as the contract has been terminated. If the claim 

proceeds to adjudication, then the City will also pursue the claim identified before the 

contract was terminated, and if feasible will recoup subsequent costs incurred by the City 

due to breaches of the Architectural Services contract by Fratelle Group.
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The City will also seek further advice regarding any other appropriate options, such as a 

commercial settlement in order to protect the City’s interests and provide the best outcome 

considering the risks and costs.

I 
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