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CITY OF COCKBURN 

MINUTES OF AUDIT & STRATEGIC FINANCE COMMITTEE 
HELD ON THURSDAY, 15 NOVEMBER 2018 AT 6:00 PM 

PRESENT: 

ELECTED MEMBERS 

Mr K Allen  -  Councillor (Presiding Member) 
Mr L Howlett  -  Mayor 
Mrs C Reeve-Fowkes  -  Councillor 
Mr M Separovich  -  Councillor (Arr. 6.05 pm) 
 

IN ATTENDANCE 

Mr D Green  -  Acting Chief Executive Officer 
Mr S Downing  -  Director Finance & Corporate Services 
Mr Andrew Trosic  -  Acting Director Planning & Development 

Services 
Mrs M Tobin  -  Executive Manager, Strategy & Civic Support  
Mrs G Bowman  -  Manager, Community Development, 

Governance & Community Services 
Mr N Mauricio  -  Manager Financial Services 
Mr J Ngoroyemoto  -  Governance & Risk Advisor 
Mrs V Frankson   -  Executive Assistant, Fin & Corp Services and 

Gov & Comm Services 

1. DECLARATION OF MEETING 

The Presiding Member declared the meeting open at 6.00pm. 

“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. 

The Presiding Member made the following announcements: 

The Presiding Member welcomed Mr Anthony Macri and Mr Suren 
Herathmudalige of Macri Partners and Mr Jordan Langford-Smith , Office of 
the Auditor General, to the meeting. 
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2. APPOINTMENT OF PRESIDING MEMBER (IF REQUIRED) 

Nil 

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) 

Nil 

5. APOLOGIES & LEAVE OF ABSENCE 

Deputy Mayor, Ms L Smith    -  Apology 
Mr S Cain, CEO    -  Apology 
Mr C Sullivan, Director Engineering & Works  - Apology 
Mr D Arndt, Director Planning & Development   -  Apology 

6. PUBLIC QUESTION TIME 

Nil   

7. CONFIRMATION OF MINUTES 

 

7.1 (2018/MINUTE NO 0013) MINUTES OF THE AUDIT & 

STRATEGIC FINANCE COMMITTEE MEETING - 19/07/2018 

  

 RECOMMENDATION 
That Committee confirms the Minutes of the Audit & Strategic Finance 
Committee Meeting held on Thursday, 19 July 2018 as a true and 
accurate record. 
 

  

 COMMITTEE RECOMMENDATION 
MOVED Mayor L Howlett SECONDED Cr C Reeve-Fowkes 
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That the recommendation be adopted. 

CARRIED 3/0 

8. DEPUTATIONS 

  Nil 

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

Nil  

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

Nil  

AT THIS POINT IN THE MEETING, THE TIME BEING 6.03PM  THE 
FOLLOWING ITEMS WERE CARRIED BY AN ‘EN BLOC’ RESOLUTION OF 
THE COMMITTEE 

11.2 13.1 

 13.3 

 
 
 

CR MICHAEL SEPAROVICH JOINED THE MEETING AT 6.05PM. 
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11. COUNCIL MATTERS 

 

11.1 (2018/MINUTE NO 0014) RISK INFORMATION REPORT 

 Author(s) J Ngoroyemoto  

 Attachments 1. Risk Management Framework Review Report ⇩   
2. 2017 Compliance Audit Return Review Report ⇩   
3. HIgh/Extreme Risks Update Report ⇩   
4. Risk Management Framework 'Road Map' Action 

Plan 2019 - 2021 for Continuous Improvement ⇩    
   

 RECOMMENDATION 
That the Committee receives: 

(1)  the Risk Information Update report on High/Extreme Risks, as per 
attachment to the report; and 

(2)  the Chief Executive Officer’s Biennial Review of the 
appropriateness and effectiveness of the City’s systems and 
procedures in relation to risk management, internal controls and 
legislative compliance as detailed in the Risk Management 
Framework Review Report and the 2017 Compliance Audit Return 
Review Report, as attached to the report; and  

(3) adopt the Risk Management Framework ‘Road Map’ Action Plan 
for Continuous Improvement 2019-2021, as attached to the report.  

  

 COMMITTEE RECOMMENDATION 
MOVED Cr C Reeve-Fowkes SECONDED Mayor L Howlett 
 
That the recommendation be adopted. 

CARRIED 4/0 

     
 

 
 

Background 

The City’s Risk Program is committed to a culture of risk management 
to ensure 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, 

Version: 4, Version Date: 20/04/2022
Document Set ID: 7971427



ASFC 15/11/2018   Item 11.1 

 

      

8 of 202      

incorporating the updated Status of the City`s Business Continuity 
Management Program. 

Submission 

N/A 

Report 

This Risk Report covers the months of July 2018 to November 2018 
and outlines the risk and business continuity management activities 
undertaken during these months. 

RISK MANAGEMENT PROGRAM 

Update on High and Extreme Risks 

As at 5th of November, 25 Strategic Risks and 252 Operational risks 
currently sit on the City’s Risk Registers. 

 

 

Risk No of Risks 

Extreme Nil 

High 3 

Substantial 18 

Moderate 146 

Low 120 

 

These risks are monitored and reviewed in priority of the risk rating 
level as per the City of Cockburn risk treatment levels. Updates on all of 
the identified ‘High/Extreme’ are attached to the report. 

Interim Risk Profile 
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All of the City’s risk information is continuously reviewed by the risk 
owners in the 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 
chart. The 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 1.03% rated as High. The distribution of the risk 
ratings is likely 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 6 November 2018. 

 

 

 

 

 

Figure 2: Risk Matrix - This matrix maps out the distribution of risks 
within the City’s Risk Matrix. 
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Figure 3: Controls Effectiveness – Existing controls ratings 

 

Where controls have been rated as Inadequate, controls are not 
operating as intended and therefore improvement is needed. An action 
plan has been prepared to introduce new treatment options and to align 
with relevant and current standards, codes of practice, guidelines and 
industry benchmarks expected of the City of Cockburn. 

 

CEO BIENNIAL REVIEW ON RISK MANAGEMENT, INTERNAL 
CONTROLS AND LEGISLATIVE COMPLIANCE 

In accordance with Regulation 17(1) (a), (b) and (c), of the Local 
Government (Audit) Regulations 1996, the CEO is required to review 
the appropriateness and effectiveness of the City’s systems and 
procedures in relation to risk management, internal controls and 
legislative compliance at least once every 2 calendar years. In 
accordance with Regulation 16(c), the Audit Committee is required to 
review this report and then subsequently report to Council the results of 
the review, as shown in the attached copy of this report. 

In order to address these requirements, the City of Cockburn engaged 
Risk west consultants to undertake an organisational risk maturity 
assessment, focusing on the following areas: 

1. Review of current risk management practices against AS/NZ ISO 
31000: 2009 (The Risk Management Standard): 

 To benchmark the City’s Risk Management Framework 
against the AS/NZS ISO 31000:2009 Risk Management 
with reference to the changes in the recently released ISO 
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31000:2018 and to evaluate performance and progress in 
improving risk management capability and its impact on 
improved risk mitigation and performance outcomes. 

2. Review of the 2017 Compliance Audit Return (2017 CAR): 

 To carry out a review of the controls that are in place 
which support the responses provided by key staff 
members in the Compliance Audit Return 

This review was delivered between July and October 2018. The CEO’s 
review is now complete and the findings are presented for the 
Committee’s consideration. Based on this review, the systems and 
procedures the City has are efficient and effective and regularly 
reviewed for continuous improvement.  

The Compliance Audit Return review demonstrates that the City has 
provided a sufficient amount of reasonable evidence to support the 
responses made in the 2017 Compliance Audit Return. There are no 
identified matters of materiality which have arisen from this review that 
would indicate the responses are invalid. 

The findings of the Risk Management Framework review indicate that 
there is a general alignment of the City’s risk management governing 
documents, risk information and supporting systems with ISO 31000 
principles, framework and process. Gaps in the City’s risk management 
practices have been identified, and a 3 (three) year Road Map has 
been developed to address these gaps. 

Attached to this report is the agreed “Road Map” to “address the key 
findings and recommendations from this report to position the City’s risk 
management practices”. 

 

THE CITY’S BUSINESS CONTINUITY MANAGEMENT PROGRAM  

Risk west was engaged by the City of Cockburn to assist in the 
development and implementation of location-based Business Continuity 
Plans (BCPs) in accordance with the following program.  

Tranche 1  

 Facilitate Business Impact Analysis with key managers – 
completed 

 Conduct follow-up workshops / interviews with Business / Service 
units located in the Administration Building and Cockburn ARC to 
identify recovery strategies and resource requirements for 
recovery  - completed 
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 Prepare BCP documentation for the Administration Building and 
Cockburn ARC – completed 

 Submit initial draft of the BCPs for review and sign-off – in 
progress 

Tranche 1 of the project is nearly complete and the Business Continuity 
Plans for the Administration Building and Cockburn Aquatic & 
Recreational Centre (ARC) will be presented for endorsement at the 
December Executive meeting and presented to the Committee. 

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. Risk Management Framework and Policy Review 

To address recommendations of the ‘Road Map’ from the risk 
maturity assessment review report 

 
II. Location Based Business Continuity Plans Project:  
 
Tranche 2  

 Conduct follow-up workshops / interviews with Business / Services 
Units located in the Operations Centre and Henderson Waste 
Facility to identify recovery strategies and resource requirements 
for recovery – January 2019 

 Prepare BCP documentation for the Operations Centre and 
Henderson Waste Facility – March 2019 

 Submit initial draft of the BCPs for review and sign-off – March 
2019 

 
Tranche 3  

 Conduct training and exercises to validate the completeness and 
accuracy of the plans – May 2019 

III. Fraud, Misconduct Control & Resilience Framework 

The Fraud and Misconduct Framework is being reviewed to 
enhance resilience through the identification and implementation 
of strategies to prevent, detect and respond to Fraud and 
Misconduct. The Fraud and Misconduct Control and Resilience 
Framework will provide an environment for implementation to:  

 minimise opportunities for fraud, misconduct, bribery and 
corruption (whether committed by internal or external 
parties);  
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 protect public monies, property, information, organisational 
and individual rights; and  

 maintain the effectiveness of the City’s operations  

Implementation of this Framework will ensure that the City’s workforce 
acts legally, ethically and in the public interest. 

Strategic Plans/Policy Implications 

Leading & Listening 

Deliver sustainable governance through transparent and robust policy 
and processes. 

Budget/Financial Implications 

Location Based Business Continuity Plan project has been budgeted     
for in 2018-2019 financial year  

Legal Implications 

Regulations 16 and 17 of the Local Government (Audit) Regulations 
2013 refer. 

Community Consultation 

N/A 

Risk Management Implications 

Failure to complete this review and present it to the Audit and Strategic 
Finance Committee, will result in a compliance breach of the Local 
Government (Audit) Regulations 1996. Completion of this review also 
provides assurance to the Chief Executive Officer and Council of the 
appropriateness and effectiveness of the City’s systems and 
procedures for mitigating risks, internal controls and legislative 
requirements.  
 
Failure to adopt the recommendations will result in the 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)/Submitters 

N/A  

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

Nil 
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11.2 (2018/MINUTE NO 0015) LEGAL PROCEEDINGS BETWEEN 

COUNCIL AND OTHER PARTIES 

 Author(s) J Ngoroyemoto  

 Attachments 1. Annual Legal Proceedings Report 2017-2018 
(CONFIDENTIAL)    

   

 RECOMMENDATION 
That the Committee receives the report on legal proceedings 
commenced or responded to by the City during 2017- 2018 financial 
year.  

  

 COMMITTEE RECOMMENDATION 
MOVED Cr C Reeve-Fowkes SECONDED Mayor L Howlett 
 
That the recommendation be adopted. 

CARRIED 4/0 

     
 

 
 

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. 
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(8) A record of the procedure mentioned in (7) above shall be 
presented to the Audit and Strategic Finance Committee at least 
annually, or as often as considered appropriate by the Chief Executive 
Officer or as requested by any member of the Audit and Strategic 
Finance Committee. 
 
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 2017- 2018 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 2017-2018 
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 95.8% 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 2017- 2018 

 Legal Firms Actual Budget 

General - McLeods $206,830   

General - Kott Gunning $14,142   

CCW - Jackson McDonald $93,629  

Miscellaneous $16,564  

 Total General $331,165 $398,425 

Rates Recovery     

Debt Collection $223,963 $140,000 

Recoveries ($214,555) ($140,000) 
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Net $9,408 Nil 

Fines and Penalties Income ($113,145) ($113,145) 

Net Legal Fees (after fines and penalties) $227,428 $285,280 

 
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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12. PLANNING & DEVELOPMENT DIVISION ISSUES 

Nil  
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13. FINANCE & CORPORATE SERVICES DIVISION ISSUES 

 

13.1 (2018/MINUTE NO 0016) PERFORMANCE REVIEW OF 

MONETARY & NON-MONETARY INVESTMENTS FOR THE 
FINANCIAL YEAR 2017-2018 

 Author(s) S Downing  

 Attachments N/A 

   

 RECOMMENDATION 
That the Committee receives the information.  

  

 COMMITTEE RECOMMENDATION 
MOVED Cr C Reeve-Fowkes SECONDED Mayor L Howlett 
 
That the recommendation be adopted. 

CARRIED 4/0 

     
 

 
 

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 2017-2018: 

 Municipal/Reserve funds (MFR) $4.393m 

 Rates – Administration Interest $0.422m 

 Rates – Penalty Interest $0.213m 

 Deferred Pension rates $0.020m 

 ESL Interest $0.018m 
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 Total Interest income $5.066m 
 

Interest income from the surplus cash in the municipal fund and 
reserves (MFR) totalled $4.393m. The interest rates earned by the MFR 
over the twelve months varied from 2.73% in July 2017 to 2.68% in 
June 2018. 

 
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 
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 2.72% as at 30 June 2018. All 
surplus funds are invested in accordance with the Local Government 
Act, associated regulations and Council’s Investment Policy. All cash 
investments/term deposits were and 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 months 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 (“Grandfathering”). 

 
The first “grandfathered” investment was for $2m in a CBA zero coupon 
senior bond paying 7.18%. The maturity date for the return of the $4m 
is January 2018. This investment was returned to Council in January 
2018.  

 
The last remaining “grandfathered” 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 
2.38%, 2.68% and 3.01% 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 $309,680. The 
City received capital repayments of $60k in the past year, reducing the 
outstanding balance due for the investment to $2.59m. 

 
 
 
 

Non-Cash Investments 
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The City has substantial freehold land on its balance sheet. As at the 30 
June 2018 that total was $84.11m (LY $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 Council’s 
Land Management Strategy 2017 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. 

 
Rental Income 
 
The rental income earned for 2017-2018 on commercial properties and 
lands including GP Super Clinic totals $3.27m excluding GST and 
Variable outgoings. 
 
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. The City also quarantines funds received from the 
Naval Base Shacks to meet the future capital maintenance needs of 
this unique asset. 

 
Land Sales 

Land development sales for 2017/18 were $2.15m being the sale of lot 
241 Imlah Court, Jandakot for $0.9m (ex-GST) and Lot 33 Davilak Ave 
Hamilton Hill for $1.25m (ex GST). The former has now settled with the 
latter due for settlement before Christmas 2018. 

Funds received from the sale of surplus land are placed into the 
Council’s Land Development and Investment Fund Reserve. 

 
Strategic Plans/Policy Implications 

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. 

 

Budget/Financial Implications 
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N/A 

Legal Implications 

N/A 

Community Consultation 

N/A 

Risk Management Implications 

This is an information only report on the investments undertaken by the 
City on behalf of the Council. 

Advice to Proponent(s)/Submitters 

N/A 

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

Nil  
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13.2 2018 ANNUAL FINANCIAL REPORT & EXTERNAL AUDIT REPORT 

 Author(s) N Mauricio  

 Attachments 1. Annual Financial Report 2017-18 ⇩   
2. Audit Plan 2018 - Audit Committee ⇩   
3. 2018 Fraud & Error Assessment Form ⇩    

   

 RECOMMENDATION 
That the Committee: 

 (1) adopt the annual financial report for the year ended 30 June 2018, 
as attached to the Agenda;  

(2) receive the External Audit Plan for the year ending 30 June 2018; 
as attached to the Agenda; 

(3) receive the completed Fraud and Error Assessment form for the 
year ended 30 June 2018, as attached to the Agenda.  

   

 COMMITTEE RECOMMENDATION 
MOVED Cr C Reeve-Fowkes SECONDED Mayor L Howlett 
 
That the Committee: 

(1) adopt the amended financial report for the year ended 30 June 
2018 as attached to the Agenda noting the Notes to the Financial 
Statements have received minor amendments: 

a. Note 9A – Property Plant and Equipment 

b. Note 17 – Investment in Joint Venture – SMRC 

c. Note 21 – Financial Ratios 

d. Note 29 Financial Risk Management 

e. Note 32 Events after the reporting date 

(2) receive the External Audit Plan for the year ending 30 June 2018, 
as attached to the Agenda; 

 
(3) receive the completed Fraud and Error Assessment form for the 

year ended 30 June 2018, as attached to the Agenda. 

CARRIED 4/0 

  
 Reason for Decision 

Due to last minute changes proposed by the Auditor General of WA the 
following minor changes were made to the notes to the financial 
statements only: 

Version: 4, Version Date: 20/04/2022
Document Set ID: 7971427



Item 13.2   ASFC 15/11/2018 

 

      

     77 of 202 

Note 9A – Property Plant and Equipment 

 For the sub-section Plant and Machinery, the OAG required gross 
figures not net figures. This then entailed inserting a line for Disposal 
after Valuation. The total for the sub-section remains the same. 

Note 17 – Investment in Joint Venture – SMRC 

 The SMRC supplied amended audited figures for 2017/18 and 
2016/17. The Note had to be amended to reflect these new figures. 

 The City’s share of the joint venture’s asset did not change and 
because of the City withdrawing from the SMRC, the amount written 
down remains the same. 

 A note has been added to the last paragraph to reflect that the 
population at withdraw date (30/6/17) is the figure used to calculate 
future loan repayments as provided for the City of Canning’s 
withdraw. 

Note 21 – Financial Ratios 

 A number of the financial ratios have received minor changes: 

 Asset Sustainability Ratio was 0.705 now improved to 0.737 

 The other ratios remain unchanged 

Note 29 Financial Risk Management 

 The OAG required the City to break out asset for sale (financial) 
$123k out of $148m worth of financial assets. 

 More detail has also been provided. 

Note 32 Events after the reporting date 

 Whilst there are no events after the reporting which have affected 
the Annual financial statements, we have included a comment about 
the City’s full withdraw from the SMRC, which is yet to be finalised. 

  

     

 

 
 

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 
contain the financial report for that financial year.  

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: 
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o accounting policies and practices; 

o changes to accounting policies and practices; 

o the process used in making significant accounting estimates; 

o any significant adjustments to the financial report arising from the 

audit process; 

o compliance with accounting standards and other reporting 

requirements; and 

o significant variances from prior years.   

Amendments to the Local Government Act 1995 in August 2017 paved 
the way for the transition of responsibility for oversight of local 
government audits to the Office of the Auditor General (OAG). Given 
the absence of an existing audit contract for the year, the City became 
one of the first few local governments transitioned to oversight by the 
OAG. However, the OAG chose to contract out the conduct of the audit 
to the City’s previous auditor, Macri Partners.   

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: 

o is prepared in accordance with financial records; and 

o 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 terms of reference also require the AFSC to discuss any issues 
arising from the audit of the annual financial report with the auditor and 
Section 7.12A (2) the Local Government Act 1995 requires local 
governments to meet with the auditor at least once in every year. The 
auditor will attend this meeting to present their audit report and discuss 
any issues raised.  

The attached External Audit Plan for 2018 outlines the purpose and 
scope of the external audit and explains the audit methodology and 
approach taken in completing the 2017-18 audit. This was prepared by 
Macri Partners and approved by the OAG.  

Submission 

N/A 
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Report 

2018 Annual Financial Report 

The annual financial report being presented to the AFSC contains a 
detailed set of financial statements including all accounting and 
supporting notes. Unlike last year, there isn’t a separate set of summary 
financial statements being presented. This is due to the OAG not 
wishing to issue an additional audit report for a summary set of 
financials. The summary set of financials has previously been prepared 
specifically for inclusion in the City’s Annual Report, given the City’s 
belief that the full set is too lengthy and mostly irrelevant to the report’s 
wider audience. For 2017-18, the City’s Annual Report will need to 
contain a detailed full set of financial statements. 

Statement of Comprehensive Income 

1. Operating Result (before Non-Operating Activities) 

The City’s operating result for 2018 came in at $6.5m, up $2.1m 
on the previous year.  Operating expenditure increased by 4.8% 
versus an increase of 6.1% in operating revenue. This is a strong 
financial result, as it demonstrates the City generates more than 
enough revenue to cover its costs, inclusive of depreciation on 
assets.    

Overall, operating revenues of $148.1m were up $8.6m from last 
year.  The main contributors were revenue from rates up $3.2m 
(3.4%) and fees and charges up $6.3m (28.4%). Fee income 
was up mainly due to the impact of the Cockburn ARC, which 
added an extra $7.7m to recreation income. Revenue from 
planning and building approvals was down a combined $0.5m 
year on year due to lower development and building activity.  
Operating grants were down year on year by $0.9m. However, 
this was due to the accounting treatment effect of the decision of 
the federal government to pay half of the 2017-18 allocation of 
Financial Assistance Grants in 2016-17 but only a quarter of the 
2018-19 allocation in the 2017-18 year.    

Operating expenses for the year were up by $6.5m (4.8%) to 
$141.6m. Employee costs, the City’s biggest operational 
expense item, were up $2.4m (4.7%) to $54.5m with the first full 
year of operating the Cockburn ARC impacting the increase by 
$2.0m. There were also some reductions in the Roads and Civic 
Support teams salary costs due to restructures.  

Spending on materials and contracts was up 2.8% to $38.7m 
(+$1.0m) with the biggest impact coming from the Cockburn 
ARC (+$1.6m) and to a lesser extent, Information 
Technology.(+$0.4m). Reductions in waste collection ($0.8m) 

Version: 4, Version Date: 20/04/2022
Document Set ID: 7971427



ASFC 15/11/2018   Item 13.2 

 

      

80 of 202      

and the absence of the triennial GRV revaluation from last year 
($0.5m) limited the overall increase in spending.  

Insurance expenses came in at $1.1m (45.9%) under last year’s 
at $1.3m. This included prior year performance related rebates of 
$0.6m (including $0.03m from the Insurance Commission) and a 
restructure of the workers compensation risk premium model 
reducing premiums by a further $0.5m.  

Interest expenses reduced from $0.96m to $0.73m as principal 
continues to be repaid against borrowings for the Cockburn ARC 
facility.   

Depreciation expense (non-cash) increased by 10.1% to $30.2m 
(+$2.8m). This reflected increased depreciation on IT related 
assets of $0.7m from new website and growing CCTV network, 
extra building depreciation of $0.6m from additional building 
assets commissioned,  an extra $0.3m in plant depreciation due 
to a growing plant pool and $0.6m higher roads infrastructure 
depreciation.     

2. Net Result 

Including non-operating activities, the City’s net result (before 
asset revaluations) was down $39.2m (54.5%) on the previous 
year to $32.7m, despite the operating result contributing an extra 
$2.1m. The major reason for this fall in result was a reduction in 
gifted assets of $50.5m due to the once-off take up of marina 
assets totalling $54.3m in 2016-17. This was slightly offset by a 
$3.5m increase to $11.9m in developer gifted subdivision 
infrastructure assets for 2017-18.  There was also a reduction in 
the City’s book equity in the SMRC of $5.7m, primarily due to the 
City’s withdrawal from the RRRC.  

Profit from the sale of assets was down $5.1m, primarily due to 
lower realised land sales in 2017-18, whilst capital grants and 
contributions of $11.4M were little changed on last year. 

On the plus side, developer contribution scheme revenue of 
$8.7m was up $3.1m. Also, the absence of the previous year’s 
impairment of the SLLC contributed $3.2m to this year’s result, 
as did the absence of last year’s gifted asset to the Fremantle 
Football Club of $13.3m.  

Statement of Financial Position 

The City’s net assets and total equity increased year on year by $52.5m 
from $1,162.8m to $1,215m. This reflected an increase in total assets of 
$51.9m, comprising current assets (+$20.2m) and non-current assets 
(+$31.7m). There was also a small decrease in total liabilities of $0.6m, 
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comprising current liabilities (+$1.3m) and non-current liabilities 
(-$1.9m).   

1. Assets 

The year on year increase in current assets of $20.2m to 
$147.2m included $24.8m more in cash and cash equivalents, 
reflecting the greater amount held in financial reserves. The 
current financial asset amount of $3.8m was extinguished, as the 
CBA Zero Coupon bond for $4.0m was fully repaid during the 
year.   

The increase in non-current assets of $31.7m to $1,124m 
comprised a net increase of $7.8m in the value of property, plant 
& equipment (PPE) and an increase of $29.8m in infrastructure 
assets. These were partially offset by the $5.7m fall in joint 
venture interests due to the RRRC withdrawal.  

Infrastructure assets included gifted subdivision assets of 
$11.9m, annual revaluation increments totalling $19.8m and a 
capitalised spend of $18.8m. This was reduced by depreciation 
of $20.7m booked for the year.  

PPE assets included $19.5m of capitalised spend ($13.1m for 
buildings), less $1.3m in disposals (mainly plant items) and 
$10.5m of booked depreciation for the year. 

2. Liabilities  

Current liabilities increased year on year by $1.3m to $19.7m, 
with trade & other payables increasing by $1.1m. Current leave 
provisions had a modest increase of $0.1m to $6.7m, 
demonstrating sufficient control over outstanding leave.  

Non-current liabilities reduced by $1.9m from last year, with loan 
borrowings paid down by $2.5m to $17.5m and non-current 
provisions increasing by $0.6m to $19.5m, due to the landfill site 
rehabilitation provision increasing by $0.5m to $17.5m. 

Changes in Equity 

Cash backed reserves held by the City increased by a net $13.5 to 
$119.0m during the reporting year. A total of $37.8m was transferred 
into reserves during the year with $2.2m of this coming from investment 
earnings. Drawdowns from reserves were $24.3m, with another $12.1m 
carried forward into 2018-19 for unfinished works.    

The Asset Revaluation Surplus increased by $19.8m to $523.3m as a 
result of the annual management valuation of roads, drainage and 
footpath assets, with roads increasing by $14.9m, drainage by $4.3m 
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and footpaths by $0.6m. Parks infrastructure was not revalued in 2017-
18. 

The City’s accumulated surplus increased by $19.2m to $572.9m. This 
represented the $32.7m net surplus result, less the $13.5m net transfer 
of funds into financial reserves. 

Statement of Cash Flows 

The City’s net incoming cash flows from operating activities increased 
by $13.7m to $40.7m for the reporting year. This indicates strong 
operating cash flows allowing the City to continue funding new assets 
and asset renewals and upgrades as planned. 

Cash outlaid on capital spending was down $30.5m on last year, due to 
the completion of the Cockburn ARC project and several significant 
projects being carried forward into 2017-18. 

Cash flows from grants and contributions received for the development 
of assets increased from $16.7m to $24.1m, with an extra $3.1m cash 
received from developer contribution schemes and $4.2m from capital 
grants. Cash received from the sale of assets was well down from 
$12.5m to $1.6m, as no land sales were transacted during 2017-18.  

The City repaid $2.5m of outstanding borrowings for the Cockburn 
ARC. This was down on the $3.2m paid the previous year that included 
the early repayment of the emergency services building self-funding 
loan at the request of DFES.  

Cash and cash equivalents increased during the reporting year by 
$24.8m to $138.7m, representing the extra funds being held for 
financial reserves and for unfinished works carried forward. 

Rate Setting Statement 

This statement shows the most complete view of the City’s financial 
performance for 2018 and determines the municipal budget surplus.  

The City’s closing funds at 30 June 2018 were $11.9m, up $5.3m 
against the previous year. $9.5m of the closing funds is unspent monies 
required to complete carried forward works and projects. The remaining 
balance of $2.4m represents uncommitted funds carried forward into 
the next year. In setting the 2018-19 budget, an estimated $2.0m in 
uncommitted funds was allowed for.  

The total amount raised from general rates was up $3.3m (3.4%) from 
last year to $99.6m and includes development growth in the City’s 
rating base as well as the adopted increase of 1.75%. This result came 
in $0.38m under the adopted budget target. 
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The rate setting statement also includes the spending on capital works 
and projects, with a total spend of $38.3m versus the adopted budget 
target of $48.7m (excludes carried forwards). This was also lower 
against the $68.8m spend in 2016-17, which included the final spending 
on the Cockburn ARC construction project.   

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 2018 2017 Benchmark High 

Current Ratio 1.479 1.432 1.00 1.50 

Asset Sustainability Ratio 0.705 1.442 0.90 1.20 

Debt Service Ratio 10.370 9.533 2.00 5.00 

Operating Surplus Ratio 0.008 0.078 0.01 0.15 

Own Source Revenue Ratio 0.957 0.971 0.40 0.90 

Asset Consumption Ratio 0.691 0.689 0.50 0.75 

Asset Renewal Funding Ratio 0.707 0.729 0.75 1.10 

Financial Health Indicator 78 93   

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

The results from these seven ratios combine to produce an FHI score 
for the City of 78 (compared to 93 last year). This result has dipped on 
last year because of two main issues. The withdrawal from the RRRC 
waste management project required a net equity write-off, adversely 
impacting the Operating Surplus Ratio. Excluding this item, an FHI 
score of 83 would be achieved. Also, the Asset Sustainability Ratio has 
fallen below the benchmark this year, as it lost the positive impact 
previously delivered by the Cockburn ARC ‘renewal’ capital spending. 
This ratio will fluctuate in line with the mix of new versus renewal capital 
projects delivered each year. 
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Despite these impacts, the City’s result is still above the benchmark 
result of 70 that indicates sound financial health (as defined by the 
Department of Local Government, Sport & Cultural Industries).  

Audit Report 

The 2018 annual financial report was audited by Macri Partners under 
contract from the Office of Auditor General (OAG). The Local 
Government Act requires the City to meet with the auditor at least once 
in every year and representatives from the OAG and Macri Partners will 
be present at the meeting to discuss the audit report and any audit 
findings. The audit report will be signed off and issued following the 
meeting and is expected to be without qualification. 

Fraud and Error Assessment 

The primary responsibility to prevent and detect fraud rests with both 
the Audit & Strategic Finance Committee and management. Under the 
Australian Auditing Standards, auditors have specific responsibilities to 
communicate with the audit committee and it is mandatory for auditors 
to make enquiries of management and those charged with governance 
(audit committees) regarding fraud matters.  

As part of the auditor’s annual risk assessment procedures, they are 
required to obtain an understanding of management processes and the 
Audit Committee's oversight in addressing fraud risk. To that end, the 
fraud risk assessment questionnaire (as attached to the agenda) has 
been completed and signed off on behalf of management by the 
Director Finance & Corporate Services. The Presiding Member has also 
provided responses to a series of fraud related questions and signed 
this off on behalf of the audit committee. 

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 5.53, 5.54, 6.4, and Part 7 - Audit  
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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 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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13.3 (2018/MINUTE NO 0017) 2018 INTERIM AUDIT MANAGEMENT 

REPORT 

 Author(s) N Mauricio  

 Attachments 1. Schedule of Matters Identified During Interim 
Audit (Draft) ⇩   

2. Interim Audit Coverage ⇩    
   

 RECOMMENDATION 
That the Committee receives the draft Matters Identified During Interim 
Audit Report for the year ended 30 June 2018, as shown in the 
attachment to the Agenda.  

  

 COMMITTEE RECOMMENDATION 
MOVED Cr C Reeve-Fowkes SECONDED Mayor L Howlett 
 
That the recommendation be adopted. 

CARRIED 4/0 

     
 

 
 

Background 

Council is required to examine the report prepared by the External 
Auditor and is to determine if any matter raised in the report requires 
further action to be taken. The audit examination is designed primarily 
for the purpose of the auditor expressing an opinion on the 2017-18 
financial statements of the City.  

Council is required to meet with the Auditor of the Local Government at 
least once every year.  

Submission 

N/A 

Report 

The City’s interim audit was conducted in May 2018 by the audit firm 
Macri Partners, under contract from the Office of the Auditor General 
(OAG). The 2017-18 financial year is the first year that the City’s audit 
requirements fall under the responsibility of the OAG. Macri Partners 
have provided their findings and recommendations in the draft Matters 
Identified During Interim Audit Report (attached), which has been 
reviewed and approved by the OAG.  It is expected that a signed final 
copy will be provided to the City, following its presentation and 
discussion at this meeting.  
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The City received an Interim Audit Coverage document (attached) that 
outlined the objective of the interim audit to review the accounting and 
internal control procedures in operation, as well as testing of 
transactions in the following key areas: 

 Bank Reconciliations; 

 Investments; 

 Rates / ESL Levy; 

 Receipting; 

 Sundry Debtors; 

 Purchase of Goods and Services and Payments; 

 Creditors; 

 Payroll; 

 General Accounting (Journal Entries, etc.); 

 IT Controls; 

 Registers (Tender, etc.); 

 Property, Plant & Equipment and Infrastructure; 

 Development Contribution Plans and Gifted Assets; and 

 Minutes Review. 

The auditors also discussed progress on audit findings and 
recommendations reported by audit in the previous year’s interim audit 
management letter and final Audit Completion Report. These were 
found to be adequately addressed. 

The interim audit has resulted in 14 issues being raised in the auditor’s 
management letter, with most recommendations made relating to 
improving internal controls, security and management oversight.   
 
Below is a summary of the audit findings and the associated risk ratings 
as determined by the auditor: 
 

INDEX OF FINDINGS RATING 

 Significant Moderate Minor 

1. Approval of Investments 
  

 

2. Variation of Contracts 
 

  

3. Gross Rental Value (GRV) 
and Unimproved Value 
Revaluation Reconciliations  

 
  

4. Monthly Debtor 
Reconciliations. 

 
  

5. Daily Revenue Reports  
 

 

6. Passwords  
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7. Active Directory Audit  
 

 

8. Excessive Leave  
 

 

9. Payroll Master File   
 

 

10. Overtime Payments  
 

 

11. Fortnightly Payroll Reports  
 

 

12. Disaster Recovery Plan 
Testing 

 
 

 

13. Monthly Trust Bank 
Reconciliations  

 
  

14. Statement of Financial 
Activity 

 

 

 
 

 

 

These ratings are based on the audit team’s assessment of risks and 
concerns with respect to the probability and/or consequence of adverse 
outcomes if mitigating action is not taken. It should be noted that 
management did not necessarily agree with the “Significant” rating 
given to the approval of investments, as argued in the management 
comments, but nonetheless has committed to strengthening controls 
that specifically address the audit finding and recommendation for this 
area. 

Management comments have been provided for all of the 14 audit 
findings and where relevant, the actions the City will take to address 
any recommendations made (as attached).   

All management responses where actions are committed to, will be 
recorded as risk control actions against the appropriate risk on the Risk 
Register in the Risk Management and Safety System. This will allow the 
City to track, monitor and review these actions in accordance with the 
City’s Risk Framework and be able to respond to future audit on actions 
completed. 

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 
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Budget/Financial Implications 

The cost of external audit services 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 

The external audit function is a mandatory legislative requirement and 
an important component of the City’s risk management framework. The 
interim audit seeks to identify issues that could lead to increased levels 
of financial and fraud risk for the City and makes appropriate 
recommendations to reduce the perceived level of risk. Council needs 
to be satisfied that management responses adequately address the 
identified or potential risks. 

Advice to Proponent(s)/Submissioners 

N/A 

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

Nil 
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14. ENGINEERING & WORKS DIVISION ISSUES 

Nil  

15. COMMUNITY SERVICES DIVISION ISSUES 

Nil  

16. EXECUTIVE DIVISION ISSUES 

Nil  

17. MOTIONS OF WHICH PREVIOUS NOTICE HAS BEEN GIVEN 

Nil  

18. NOTICES OF MOTION GIVEN AT THE MEETING FOR 
CONSIDERATION AT NEXT MEETING 

Nil  

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

Nil  

20. MATTERS TO BE NOTED FOR INVESTIGATION, WITHOUT 
DEBATE  

Nil  

21. CONFIDENTIAL BUSINESS 

Nil  

22. CLOSURE OF MEETING 

The meeting closed at 6.41pm. 
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