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CITY OF COCKBURN 
MINUTES OF SPECIAL AUDIT AND STRATEGIC FINANCE 
COMMITTEE MEETING THURSDAY, 26 NOVEMBER 2020 

PRESENT: 

ELECTED MEMBERS 

Mr K Allen - Councillor (Presiding Member)
Mr L Howlett - Mayor
Mr M Separovich - Councillor
Ms P Corke - Councillor

IN ATTENDANCE 

Mr D Arndt - Acting Chief Executive Officer
Mr D Green - Director Governance and Community Services
Mr S Downing - Director Finance and Corporate Services
Mrs G Bowman - Executive Manager, Strategy and Civic Support
Mr A Lees - Acting Director, Engineering and Works
Ms R Pleasant - Acting Director, Planning and Development
Mr N Mauricio - Manager Financial Services
Ms S Ng - Accounting Services Manager
Mrs B Pinto - Governance Officer (Moderator)
Mrs S D'Agnone - Minutes Officer

GUESTS 

Mr S Hoar - Director, Financial Audit, Office of the Auditor
General for Western Australia

Mr M Beevers - Partner, KPMG Australia

1. Declar ati on of Meeti ng 

1. DECLARATION OF MEETING

The Presiding Member declared the meeting open at 5.48pm.

“Kaya, Wanju Wadjuk Budjar” which means “Hello, Welcome to Wadjuk Land”

The Presiding Member acknowledged the Nyungar People who are the
traditional custodians of the land on which the meeting is being held and pay
respect to the Elders of the Nyungar Nation, both past and present and extend
that respect to Indigenous Australians who are with us tonight.

This meeting will be el ectr onicall y recor ded and li ve s treamed on the City’s website, except where the C ommittee resol ves to g o behind cl osed doors. All recordi ngs are r etained in accor dance with the Gener al Disposal Authority for Local Government R ecor ds produced by the State R ecords  Office. A copy of the recor ded proceedi ngs will be available on the City’s  website,  withi n two business  days  of the Council meeti ng. This will be easy to fi nd from the front page of the City’s website.  Imag es of the public g aller y are not i ncl uded in the webcast,  however the voices  of peopl e will be captured and str eamed.  The Presi ding  M ember remi nded ever yone pr esent to be mi ndful of their conduc t as it  will be r ecor ded. This  is a C ouncil i nitiati ve ai med at  incr easing our transpar ency and openness , as well as maki ng C ouncil meetings more accessibl e. The Presi ding M ember welcomed Mr Steven H oar from the Office of the Audi tor General and Mr M atthew Beevers fr om KPM G to the meeting.  2.

Appoi ntment of Presiding M ember 

This meeting will be electronically recorded and live streamed on the City's 
website, except where the Committee resolves to go behind closed doors.  
All recordings are retained in accordance with the General Disposal Authority 
for Local Government Records produced by the State Records Office.  
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A copy of the recorded proceedings will be available on the City's website, 
within two business days of the Council Meeting. This will be easy to find from 
the front page of the City's website.   
Images of the public gallery are not included in the webcast, however the 
voices of people will be captured and streamed.  
The Presiding Member reminded everyone present to be mindful of their 
conduct as it will be recorded. This is a Council initiative aimed at increasing 
the City's transparency and openness, as well as making Council meetings 
more accessible. 
The Presiding Member welcomed Mr Steven Hoar from the Office of the 
Auditor General, and Mr Matthew Beevers from KPMG, to the meeting.   

2. APPOINTMENT OF PRESIDING MEMBER

N/A

3. Disclaimer (R ead aloud by Presi ding M ember) 

3. DISCLAIMER (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. Acknowl edg ement of Recei pt of  Writ ten D ecl arati ons of Fi nanci al Interes ts and C onflict of  Interest (by Pr esidi ng Member) 

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

Nil

5. Apologies AN D Leave of Absence 

5. APOLOGIES AND LEAVE OF ABSENCE

Cr C Terblanche  -  Leave of Absence
Mr T Widenbar  -  Councillor
Ms C Stone  -  Councillor

6. Public Questi on Ti me 

6. PUBLIC QUESTION TIME

Nil
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7. Deputati ons  

7. DEPUTATIONS  

Nil 

8. Declar ati on by Members  Who have N ot Gi ven Due C onsideration to M atters  Contained in the Business  Paper Presented before the M eeting  

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

Nil   

9. Pur pose of Meeti ng 

9. PURPOSE OF MEETING 

The purpose of the meeting is to consider the Annual Financial Report and 
Audit Results for City of Cockburn Year Ending 30 June 2020. 
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10. Finance AND C orporate Ser vices  Di vision Issues  

10. FINANCE AND CORPORATE SERVICES DIVISION ISSUES 
10.1 Annual Financial R eport  and Audit R esults for Ci ty of C ockburn Year Endi ng 30 June 2020 

 

10.1 (2020/MINUTE NO 0022) ANNUAL FINANCIAL REPORT AND 

AUDIT RESULTS FOR CITY OF COCKBURN YEAR ENDING 30 
JUNE 2020 

 Author N Mauricio  
 Attachments 1. Annual Financial Report FY 2020 ⇩   

2. Audit Plan FY 2020 ⇩   
3. Interim Audit Results FY 2020 (CONFIDENTIAL)   
4. Audit Management Letter FY 2020 

(CONFIDENTIAL)   
5. Audit Report FY 2020 ⇩   
6. Draft Audit Opinion FY 2020 ⇩    

   

 RECOMMENDATION 
That Council: 

(1) adopt the Annual Financial Report for the year ended 30 June 
2020;  

(2) receive the Audit Plan used for auditing the year ending 30 June 
2020;  

(3) receive the Interim Audit Results for the year ended 30 June 2020; 

(4) receive the Audit Management Letter for the year ended 30 June 
2020;  

(5) receive the Audit Report for the year ended 30 June 2020; and 

(6) receive the draft Audit Opinion issued by the Office of the Auditor 
General, 

as attached to the Agenda.  

 
Mr Hoar and Mr Beevers provided a summary and answered questions 
from Committee Members. 

 COMMITTEE RECOMMENDATION 
MOVED Cr P Corke SECONDED Mayor L Howlett 

That the recommendation be adopted. 
CARRIED UNANIMOUSLY 4/0 

     

The Presiding Member thanked Officers for their tremendous efforts in 
compiling the City’s Annual Financial Report. 
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Background 

Section 5.54 of the Local Government Act 1995 requires Council to 
accept the Annual Report for a financial year no later than 31 
December after that financial year. Section 5.53 requires that the 
Annual Report contains the Financial Report (prepared under Section 
6.4) and the Auditor’s Report (prepared under Section 7.9) for that 
financial year. 

Regulation 9 (2) of the Local Government (Audit) Regulations 1996 
states that the principal objective of the external audit is for the auditor 
to carry out such work as is necessary to form an opinion as to whether: 
the accounts are properly kept; and that the Annual Financial Report: 

 is prepared in accordance with financial records; and 

 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. 

Section 7.12A of the Local Government Act 1995 requires Local 
Governments to meet with the auditor at least once in every year and 
to:  

 examine an Audit Report received by the Local Government; 

 determine if any matters raised by the audit report require action to 
be taken by the Local Government; 

 ensure that appropriate action is taken in respect of those matters. 

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 associated Audit Report and recommend its adoption to 
Council.  The auditor is attending this meeting to present their audit 
report and discuss any issues they have raised.  

Amendments to the Local Government Act 1995 in August 2017 
transferred responsibility for oversight of Local Government audits to 
the Office of the Auditor General (OAG). The OAG has since tendered 
out the performance of the City’s audit, with KPMG having been 
awarded the audit contract for three financial years (commenced with 
the 2019 audit last year). 

The attached External Audit Plan for 2020 outlines the purpose and 
scope of the External Audit and explains the audit methodology and 
approach taken in completing the 2020 audit. The Audit Plan was 
prepared by KPMG in consultation with the City and approved by the 
OAG. 

Submission 

N/A 
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Report 

2020 Annual Financial Report 

The Annual Financial Report being presented to the AFSC contains a 
detailed set of financial statements prepared in accordance with 
Australian Accounting Standards, including all accounting and 
supporting notes. These are discussed and analysed below. 

Statement of Comprehensive Income 

1. Operating Result (before Non-Operating Activities) 

The City’s operating result for 2020 came in at a deficit of $3.56 
million, down $4.65 million on the $1.09 million surplus from the 
previous year and the budgeted $5.78 million due to a number of 
one-off events explained further below. Although the City’s 
operating revenue for the 2020 year didn’t cover all the operating 
costs (inclusive of depreciation and amortisation on assets) as it 
has in past years, this result is expected to rebound to surplus next 
year.     

Operating revenue of $151.81 million was down $3.18 million 
(2.0%) on last year.  The main contributors to this result were: 

 Fees and Charges down $3.16 million (-10.3%), including 
Cockburn ARC down $3.09 million and Community 
Development fees down $0.43 million. These results were a 
direct result of the COVID pandemic related shutdown to the 
City’s services in the latter part of the year. Forfeited 
development related defect and performance bonds clawed 
back $1.10 million.  

 Interest earnings were also down $1.26 million on last year due 
to a significant decline in prevailing interest rates. 

 Operating grants, subsidies and contributions were down a net 
$0.79 million with the only material contributor being less 
funding received for the Roe 8 Rehabilitation project in line with 
delivered works. 

 Rates revenue was up $2.04 million (+2.0%) year on year, 
which included the annual increase of 1.9% yielding $2.0 million 
and growth related revenue of 2.0% yielding $2.10 million, less 
an Australian Accounting Standard treatment change for rates 
received in advance of $2.04 million.  

Operating expenditure for the year of $155.37 million was up by 
$1.48 million (+1.0%) on last year. The main contributors to this 
result were: 

 Employee costs, the City’s biggest operational expense item, 
were up $3.43 million (+6.0%) to $60.21 million. This included 
the annual enterprise agreement increase of 2.0%, with the 
remaining increase comprising growth in the City’s workforce for 
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service delivery and the insourcing of previously contracted 
services.  

 Spending on materials and contracts was down $2.25 million (-
5.6%) to $37.95 million, primarily due to changes in the 
household waste management model and to a lesser extent, 
the COVID pandemic.  Waste Collection Services had a $4.27 
million saving year on year due to the withdrawal from the 
SMRC and eliminating the associated gate fees. Contract 
spending on Parks and Environmental Services of $10.24 
million was up $1.30 million year on year, mainly due to growth 
in the asset base being maintained. Other items of note were 
the GRV triennial revaluation increasing annual valuation costs 
by $0.57 million and legal expenses $0.36 million higher than 
the previous year.  

 Insurance expenses of $1.53 million came in $0.21m (-12.0%) 
lower than last year due to a higher rebates from the LGIS self-
insurance scheme.  

 Interest expenses of $0.85 million were $0.21 million (-20.1%) 
lower than last year, representing declining interest charges on 
the  Cockburn ARC and SMRC related loans guaranteed by the 
City.  

 Depreciation & Amortisation expenses (non-cash) of $40.77 
million were down a net $0.28 million (0.7%) on last year. 
Depreciation on fixed assets of $36.05 million was higher by 
$3.91 million (+12.1%) on last year, mainly from increased 
depreciation on road infrastructure. There was also an uplift of 
$0.53 million from leased assets under new accounting 
standard requirements. Offsetting these increases was reduced 
amortisation on landfill rehabilitation assets of $3.63 million, 
down $4.19 million on last year as a result of the completion of 
capping on Cell 6.  

2. Net Result 

Including non-operating activities, the City’s net result (before asset 
revaluations) was down $8.36 million (29.5%) on the previous year 
to a surplus of $23.26 million.  

Non-operating grants, subsidies and contributions of $25.60 million 
were down $3.14 million (-10.1%) year on year, mainly from lower 
developer contributions of $7.19 million (-$2.68 million). This was 
mainly due to accounting standard changes for the treatment of 
developer contribution scheme revenue. Capital grants of $5.08 
million were down $6.21 million on last year (also impacted by the 
accounting standard changes), while gifted infrastructure assets 
from developments were up $4.79 million to $14.23million. 

Profit from the sale of assets was down $1.27 million on last year, 
mainly due to lower profits realised from the sale of land.  
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Statement of Financial Position 

The City’s net assets and total equity increased year on year by $35.0 
million to $1,319.9 million. This reflected an increase in total assets of 
$45.0 million, comprising current assets (+$10.4 million) and non-
current assets (+$34.6 million). Total liabilities also increased a net 
$10.0 million, comprising current liabilities (-$1.4 million) and non-
current liabilities (+$11.4 million). 

1. Assets 

The Current Assets year on year increase of $10.4 million to $186.7 
million reflected a greater holding of term deposits (up by $12.0 
million), offset by a slight fall in cash assets held (down $2.5 
million). This broadly represents an increase of funds held in 
financial reserves.   

The increase in non-current assets of $34.6 million to $1,228.3 
million was mostly from an increase of $41.5 million in infrastructure 
assets to $871.1 million. This was mainly driven by a net 
revaluation adjustment of $29.9 million arising from an annual 
management review of valuations. Also included this year were 
constructed assets of $22.3 million and gifted subdivision assets of 
$14.2 million, reduced by annual depreciation expense of $25.0 
million. 

Roads comprised over half the value of the City’s infrastructure 
assets at $453.4 million and were subjected to an internal review of 
valuation methodology and assumptions during the year. An expert 
consultant was engaged to assist with this important piece of work, 
given the implications for the City’s financial reporting and asset 
management planning. The review made refinements to both unit 
rates and useful life assumptions used in the valuation model, 
resulting in a net $19.7 million (+4.6%) revaluation increment for 
roads. Whilst the value of road infrastructure assets has increased, 
annual depreciation charges will be lower by around 10% next year 
due to extended useful life assumptions. This outcome is informed 
by both industrywide practice and inherent knowledge of local 
assets and conditions. Infrastructure revaluations will now be 
completed biennially (rather than annually), which is a more 
appropriate timeframe for this exercise.  

Drainage infrastructure assets were also annually revalued during 
the year to a total of $241.8 million, with a net $25.4 million 
(+11.8%) revaluation increment arising from revised unit rates. 
Parks equipment and infrastructure assets were revalued for the 
first time in three years, resulting in a net $14.2 million (-20%) 
revaluation decrement to $53.7 million.    

Property, Plant and Equipment (PPE) assets of $333.3 million were 
little changed on last year’s total of $335.8 million and included 
$11.1 million of capital spend, less $1.4 million in asset disposals 
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(mainly plant and equipment) and $11.6 million of booked 
depreciation for the year (up 3.8%). Land & building assets 
comprised the majority of the value (at $83.0 and $231.5 million 
respectively), with these to be revalued in 2021 having last been 
revalued in 2017.  

Retrospective amendments made to the Local Government 
Financial Management Regulations now require plant, furniture and 
equipment assets to be carried at cost (instead of fair value), 
removing the need for these to be annually assessed for fair value 
and revalued if necessary. In practice, the City has previously 
assessed cost to approximate fair value for these types of assets, 
so the regulation change has had little impact on the City’s 
accounts. These assets collectively make up $18.9 million (5.6%) of 
the PPE asset total.  

2. Liabilities  

Current liabilities decreased year on year by $1.4 million to $28.5 
million. Trade and other payables increased by $2.6 million, largely 
due to the recognition of a liability for prepaid rates of $2.0 million 
resulting from the application of the new accounting standard 
Income of Not-for-Profit Entities (AASB 1058). Also included for the 
first time due to the adoption of new accounting standards were 
contract liabilities of $0.7 million relating to unspent contributions, 
grants and subsidies (AASB 15 Revenue from Contracts with 
Customers), as well as $0.4 million for lease related liabilities 
(AASB 16 Leases). This effectively changes the current off-balance 
sheet operating expense treatment for leases to an on-balance 
sheet asset and finance liability treatment, which is then 
depreciated and repaid over the term of the lease. The City does 
not have significant leases in place and is now transitioning away 
from a leasing strategy. Employee related provisions increased by 
$0.8 million (+11%) to $7.9 million, impacted by the pandemic and 
growth in staff costs. Other provisions reduced by $4.4 million to 
$0.8 million due to the substantial completion of capping Cell 6 at 
the Henderson landfill site. Current liabilities for Borrowings were 
also lower by $1.5 million (to $3.2 million). This was due to the 
smaller balance in loans outstanding for the SMRC.  

Non-current liabilities increased overall by $11.4 million on last 
year. The new revenue accounting standard AASB 1058 (Income of 
Not for Profit Entities) has required the City to recognise a $15.5 
million liability for unspent developer contributions collected under 
the City’s Town Planning Scheme. These monies are already held 
within the City’s financial reserves, so the liability recognition does 
not erode the City’s financial position in any way. The new 
accounting standard for Leases (AASB 16) also resulted in the 
recognition of a non-current liability of $0.3 million. Non-current 
borrowings were down by $3.0 million to $16.2 million, (reflecting no 
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new lending and repayment of existing debt), while other payables 
for bonds and deposits were down $1.5 million year on year.  
Employee related and other provisions (for remediation of landfill 
site) were little changed on last year at $2.1 million and $31.6 
million respectively.  

Changes in Equity 

Cash backed reserves held by the City increased by a net $7.2 million 
to $149.8 million during the reporting year. A total of $48.4 million was 
transferred into reserves during the year, which included $1.5 million 
from interest earnings (down from $2.5 million the previous year). 
Drawdowns from reserves were $41.2 million. 

The Asset Revaluation Surplus increased by a net $29.4 million to 
$608.3 million as a result of the annual management valuation of roads, 
drainage and footpath assets. This was post a misstatement adjustment 
made to last year’s opening balance of $34.2 million comprising 
undervalued roads base and sub-base assets (see note 33 for the 
details). 

Roads increased by $19.7 million and drainage by $25.4 million, with 
footpaths decreasing by $1.0 million and parks infrastructure by $14.2 
million. The external review of the City’s valuation methodology 
mentioned earlier informed the City’s revaluations undertaken at 30 
June 2020. 

The City’s accumulated surplus decreased by $1.6 million to $561.8 
million. This reduction included a change in accounting policy 
adjustment at 1 July 2019 of $17. 7 million, representing the recognition 
of a liability for developer contribution scheme contributions not yet 
expended. The other items impacting the surplus were the $23.3 million 
net surplus result and $7.2 million in net transfers to financial reserves.   

Statement of Cash Flows 

The City’s net cash inflows from operating activities of $35.2 million 
were $3.2 million less than last year, mainly due to the timing of 
payments to creditors. This result indicates the City’s strong capacity to 
meet its cash commitments as they arise.   

Net cash outflows for investing activities of $31.3 million were down 
$2.2 million for the year, comprising: 

 Cash inflows from the sale of assets of $2.7 million were down $5.9 
million on last year, due to lower land sales.  

 Cash outflows of $33.5 million for combined spending on 
infrastructure, property, plant and equipment were down $9.3 
million on last year.  

 Cash inflows from capital grants and developer contributions were 
also down by $7.9 million to $11.4 million.  
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 Net cash outflows of $12.0 million from the investing of funds in 
term deposits were $7.5 million less than last year, but still 
represent an increase in the financial assets held year on year. 

Net cash outflows from financing activities of $6.3 million included the 
repayment of $3.9 million in borrowings for the Cockburn ARC and 
SMRC (relatively unchanged on last year). There was also a financing 
outflow for the principal portion of lease liabilities, as determined by the 
new accounting standard for leases. Finally, there was a net cash 
outflow of $1.9 million from bonds and deposits held mainly for 
development related purposes.  

Cash and cash equivalents decreased during the reporting year by $2.5 
million to $5.1 million. This represents the amount of short term cash 
deposits held at 30 June 2020, although it should be noted that the 
City’s term deposits totalling $169.4 million are not considered cash 
equivalents under Australian Accounting Standards. 

Rate Setting Statement 

This statement shows the most complete view of the City’s financial 
performance for 2020 and sets out the municipal budget surplus.  

The City’s closing funds at 30 June 2020 were $12.2 million, up $4.9 
million against the previous year. This result included $9.9 million of 
municipal funding for uncompleted capital projects carried forward into 
2020/21. The remaining $2.3 million was the true uncommitted surplus 
for the year and compares to the $2.0 million estimate taken up in the 
2020/21 adopted budget.   

The total amount raised from general rates was up $2.0 million (1.9%) 
to $105.6 million. This mirrors the adopted rate increase by Council of 
1.9%, with the amount attributable to growth from development across 
the City offset by the change in accounting treatment for rates received 
in advance. This result differed from the adopted budget by $2.0 million 
as a result of the accounting change; otherwise the budget target was 
achieved.  

A unique aspect of the rate setting statement is the inclusion of capital 
works and projects. Assets totalling $47.7 million were taken up by the 
City during the year, down $4.5 million on last year. Included in this 
result were gifted development assets totalling $14.2 million ($10.5 
million for roads related infrastructure; $3.7 million for gifted parks 
assets). This compared to the adopted budget of $43.4 million, 
although this didn’t include provision for the City’s carried forward 
capital projects or for gifted development assets (a non-cash item).   
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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, Sport and Cultural Industries (DLGSC) 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 2020 2019 2018 Bench-
mark 

High 

Current Ratio 1.13 0.97 1.33 1.00 1.50 

Asset Sustainability Ratio 0.71 0.46 0.74 0.90 1.20 

Debt Service Ratio 8.25 8.72 5.53 2.00 5.00 

Operating Surplus Ratio -0.02 0.01 -0.05 0.01 0.15 

Own Source Revenue Ratio 0.89 0.94 0.96 0.40 0.90 

Asset Consumption Ratio 0.71 0.71 0.70 0.50 0.75 

Asset Renewal Funding Ratio 0.75 0.75 0.71 0.75 1.10 

Financial Health Indicator 62 73 78 70 100 

Two of the City’s ratios failed to reach the DLGSC benchmark, being 
the Asset Sustainability Ratio and the Operating Surplus Ratio. The 
Operating Surplus Ratio was adversely impacted by the revenue loss 
from the pandemic related lockdown and associated flow on effects. 
Unfortunately, the negative result for this ratio has had a detrimental 
effect on the City’s FHI, reducing it to 62 from 73 last year. A 
benchmark score of at least 70 is an indication of sound overall 
financial health (as defined by the DLGSC), but this is only one factor to 
consider in assessing overall performance.      

The City’s modelling shows that a positive ratio would have been 
achieved otherwise for the Operating Surplus Ratio in the absence of 
the pandemic impacts, resulting in an FHI score of 77. 

The Asset Sustainability Ratio saw an improvement on last year to 
0.71, but still sits below the benchmark of 0.90.  As previously 
explained to Council, the City is confident that its financial planning 
strategies are appropriate for the current high growth phase the City is 
experiencing. This particular ratio assesses the City’s spend on asset 
renewal as a percentage of the depreciation expense on its asset base. 
Half of the City’s depreciation is generated from its roads and road 
related assets, for which the City has well developed asset 
management plans that determine the optimal timing for renewal 
spending. Cockburn’s road network is overall in relatively good 
condition, with a significant proportion of the roads having been 
contributed in recent years through subdivision developments. Although 
these assets generate annual depreciation on a straight line basis, the 
associated renewal spend will not be required until sometime later.  
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Further, the City is currently focusing much of its roads capital spend on 
several new major roads to address growing pains and traffic issues. 
This is a typical scenario for an outer growth Council (as opposed to a 
developed inner metropolitan Council) and the Asset Sustainability 
Ratio fails to distinguish between the two. This ratio is expected to 
gradually improve in coming years as the City delivers renewal projects 
contained within the Community Sport and Recreation Facilities Plan. 

The OAG has identified the below benchmark results for these two 
ratios as significant adverse trends in their audit report. This is purely 
based on the ratio scores and does not indicate any other assessment 
of financial underperformance.   

It is worth noting that the other five ratios either met or exceeded the 
DLGSC benchmarks, with the Debt Service Ratio well exceeding the 
high benchmark setting and the Own Source Revenue Ratio just shy of 
the high benchmark.  

Interim Audit Results 

The City’s auditors, KPMG completed interim audit work in accordance 
with the agreed audit plan for 2019/20. The focus of the interim audit 
was to evaluate the City’s overall control environment and to obtain an 
understanding of the key business processes, risks and internal 
controls relevant to the audit of the annual financial report. The interim 
audit identified two matters of potential risk to the City that required 
management review and comment (refer confidential attachment).  

The interim audit was quite comprehensive and covered all key 
financial activities and business processes. That it only highlighted two 
issues worthy for management’s attention serves as testament the 
City’s control environment continues to operate effectively.   

Audit Report and Management Letter (KPMG) 

The 2020 Annual Financial Report was audited by KPMG under 
contract from the Office of Auditor General (OAG). The Local 
Government Act 1995 requires the City to meet with the auditor at least 
once in every year and representatives from the OAG and KPMG will 
attend the meeting to present their audit report and the audit findings. 
Also attached to the agenda is the audit management letter, showing 
any findings made during the conduct of the audit, the implications and 
recommendations. This has also been made a confidential attachment 
given some sensitive IT security information is contained within.    

Draft Audit Opinion (Office of the Auditor General) 

The OAG have issued an unqualified and unmodified audit opinion (in 
draft form) with two “emphasis of matter” findings relating to departures 
from the Australian Accounting Standards (AAS) due to requirements 
under the Local Government (Financial Management) Regulations. This 
specifically related to the measurement of vested improvements at fair 
value (instead of at zero cost under AAS) and comparative figures for 
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land under roads as at 30 June 2019. The audit opinion did report a 
significant adverse trend in the financial position of the City relating to 
the asset sustainability ratio, having been below the DLGSC standard 
benchmark for the last three financial years. This issue was addressed 
under the ratios discussion. 

The audit opinion will be signed off and issued by the OAG after the 
meeting and following receipt of sign off by the CEO. The draft audit 
opinion is attached to the agenda.   

Strategic Plans/Policy Implications 

Listening and Leading 

A community focused, sustainable, accountable and progressive 
organisation. 

• Ensure good governance through transparent and accountable, 
planning, processes, reporting, policy and decision making. 

• Deliver value for money through sustainable financial management, 
planning and asset management. 

Budget/Financial Implications 

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

Legal Implications 

 Local Government Act 1995 Sections 5.53, 5.54, 6.4, and Part 7 - 
Audit  

 Local Government (Audit) Regulations 1996 Regulations 9, 9A and 
10 

 Local Government (Financial Management) Regulations 1996 Part 
4 - Financial Reports  

Community Consultation 

N/A 

Risk Management Implications 

It is a requirement under the Local Government Act 1995 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)/Submitters 

N/A 

Implications of Section 3.18(3) Local Government Act 1995 

Nil 
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11. New Busi ness of an Urgent N ature Introduced by M embers or Officers  

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

Nil

12. Confidential Business  

12. CONFIDENTIAL BUSINESS

Nil

13. Closur e of M eeting  

13. CLOSURE OF MEETING

The Presiding Member closed the meeting at 6.12pm.
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