
 

 

 

 

 

21 May 2020 
 
 
 

 

NOTICE OF MEETING 

 

Dear Committee Member, 

The next Audit and Risk Committee meeting will be held at 5.30 pm on Tuesday, 26 May 

2020 via Webex Video Conference. 
 
The attached agenda is presented for your consideration. 
 

 
Yours sincerely 
 
 

 
 
 
Jonathan Throssell 

CHIEF EXECUTIVE OFFICER 
 

 
 
Please Note 

 
If an Elected Member has a query regarding a report item or requires additional 
information in relation to a report item, please contact the senior employee (noted in the 

report) prior to the meeting. 
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AGENDA 

AUDIT AND RISK COMMITTEE MEETING 

26 MAY 2020 
 

ATTENTION/DISCLAIMER 
 

The purpose of this Committee Meeting is to discuss and make recommendations to 

Council about items appearing on the agenda and other matters for which the 
Committee is responsible. The Committee has no power to make any decisions which 
are binding on the Council or the Shire of Mundaring unless specific delegation of 
authority has been granted by Council. No person should rely on or act on the basis of 

any advice or information provided by a Member or Employee, or on the content of any 
discussion occurring, during the course of the Committee Meeting.  
 
The Shire of Mundaring expressly disclaims liability for any loss or damage suffered by 

any person as a result of relying on or acting on the basis of any advice or information 
provided by a Member or Employee, or the content of any discussion occurring during 
the course of the Committee Meeting. 
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AUDIT AND RISK COMMITTEE MEETING 
VIA WEBEX VIDEO CONFERENCE – 5.30 PM 

 
1.0 OPENING PROCEDURES 

Acknowledgement of Country 

Shire of Mundaring respectfully acknowledges the Whadjuk people of the Noongar Nation, 

who are the traditional custodians of this land. We wish to acknowledge Elders past, 
present and emerging and respect their continuing culture and the contribution they make 
to the region. 

1.1 Announcement of Visitors 

1.2 Attendance/Apologies 

Staff Andrea Douglas Minute Secretary 
   
Apologies Danielle Courtin Governance Co-ordinator 

    
Guests   
 

2.0 ANNOUNCEMENTS BY PRESIDING MEMBER WITHOUT DISCUSSION   

3.0 DECLARATION OF INTEREST 

3.1 Declaration of Financial Interest and Proximity Interests 

Elected Members must disclose the nature of their interest in matters to be discussed at 
the meeting (Part 5 Division 6 of the Local Government Act 1995). 

 
Employees must disclose the nature of their interest in reports or advice when giving the 
report or advice to the meeting (Sections 5.70 and 5.71 of the Local Government Act 
1995). 

 
3.2 Declaration of Interest Affecting Impartiality 

An Elected Member or an employee who has an interest in a matter to be discussed at the 
meeting must disclose that interest (Shire of Mundaring Code of Conduct, Local 

Government (Admin) Reg. 34C). 

4.0 RESPONSE TO PREVIOUS PUBLIC QUESTIONS TAKEN ON NOTICE 

Nil  

5.0 PUBLIC QUESTION T IME 

Procedures for asking and responding to questions are determined by the Presiding 
Person and in accordance with the Shire’s Meeting Procedures Local Law 2015. 
Questions must relate to a function of the Committee. 
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6.0 CONFIRMATION OF MINUTES OF PREVIOUS MEETINGS 

RECOMMENDATION 

 
That the Minutes of the Audit and Risk Committee Meeting held 18 February 2020 be 
confirmed. 

 
  

7.0 PRESENTATIONS 

7.1 Deputations 

(1) Members of the public may, during the deputations segment of the order of business 
and with the consent of the Presiding Member, make a public statement on any 
matter that appears on the agenda for that meeting provided that –  
a) the deputation is limited to a maximum of 3 minutes, unless otherwise 

determined by the Presiding member; 
b) the deputation is not offensive or defamatory in nature, providing that the 

Presiding Member has taken all reasonable steps to assist the member of the 
public to phrase the statement in a manner that is not offensive or defamatory; 

and 
c) no discussion or questions relating to the deputation are permitted, unless 

otherwise determined by the Presiding Member. 
(2) Fifteen minutes is to be allocated for deputations. 

(3) Once all statements have been made, nothing prevents the unused part of the 
deputation time period from being used for other matters. 

(4) If the 15 minute period set aside for deputations is reached, Council may resolve by 
resolution that statement time be extended for no more than two 15 minute 

extensions. 
 

7.2 Petitions 

(1) A petition is to – 

a) be addressed to the President; 
b) be made by electors of the district; 
c) state the request on each page of the petition; 
d) contain the legible names, addresses and signatures of the electors making the 

request; 
e) contain a summary of the reasons for the request; 
f) state the name of the person to whom, and an address at which, notice to the 

petitioners can be given; and 

g) not contain offensive or insulting language. 
 

(2) On the presentation of a petition –  
a) the member presenting it or the CEO is confined to reading the petition; and 

b) the only motion that is in order is that the petition be received and that it be 
referred to the CEO for action. 

 
(3) At any meeting, the Council is not to vote on any matter that is the subject of a 

petition presented to that meeting, unless – 
a) The matter is the subject of a report included in the agenda; and 
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b) The Council has considered the issues raised in the petition. 
 

7.3 Presentations 



  

26.05.2020 AUDIT AND RISK COMMITTEE AGENDA 

7 

8.0 REPORTS OF EMPLOYEES 

8.1 Draft Internal Audit Plan 2019/21 to 2023/24 

 
 

File Code GV.AUD 1 

Author Garry Bird, Director Corporate Services  

Senior Employee Jonathan Throssell, Chief Executive Officer  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Internal Audit Plan March 2020 ⇩   

 
  

 

SUMMARY 

Internal audits support good governance by providing a means of identifying areas of non-
compliance with, and potential organisational improvement in, the Shire’s procedures and 
policies. 

A Draft Internal Audit Plan for the period 2019/21 to 2023/24 (Attachment 1) has been 

prepared for the Committee’s consideration. The areas identified within the Plan have 
been identified on the basis they pose significant risk to the operations of the Shire. 

 

BACKGROUND 

The Shire budgets $60,000 per annum to undertake internal audits. 

Since the introduction of the internal audit program, two audits have been undertaken to 
date; being 

1. Procurement; and 
2. Light Fleet Management 

 
There are statutory obligations to undertake specified audits (or reviews) which are due to 
be undertaken in the 2021/22 year. 

An annual Compliance Audit Return is also required to be undertaken which is done in-

house by the Governance Coordinator, with an independent review every three years. 

STATUTORY / LEGAL IMPLICATIONS 

Local Government (Financial Management) Regulations 1996 - Regulation 5 
 
Local Government (Audit) Regulations 1996 – Regulations 14 and 17 

POLICY IMPLICATIONS 

Council Policy OR 19 “Internal Audit Charter”; relates. 

It is noted that Council Policy OR 19 – “Internal Audit Charter” - is overdue for review. The 
review process has commenced and will be presented to the August 2020 Audit and Risk 
Committee meeting. 
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FINANCIAL IMPLICATIONS 

The Shire currently budgets $60,000 per annum to engage independent contractors to 
undertake internal audits. The Plan has been prepared with this funding amount in mind. 

 

STRATEGIC IMPLICATIONS 

Mundaring Strategic Community Plan 2020 - 2030 

Priority 4 - Governance 

Objective 4.4 – High standard of governance and accountability 

Strategy 4.4.3 – Risks are well managed 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: That areas of high risk within the organisation are not subject to 

independent assessment.  

Likelihood Consequence Rating 

Likely Moderate High 

Action / Strategy 

Undertake independent, internal audits to support management and 
organisation procedures with the aim of identifying areas of non-compliance 
and potential organisational improvement. 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

The audits proposed in the Draft Plan have been recommended on the basis they all pose 
significant risk to the operations of the Shire. 

 

VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That the Committee notes: 

1. the Internal Audit Plan for the period 2019-20 to 2023-24; and 

2. a review of Council Policy OR 19 “Internal Audit Charter” will be undertaken and 
presented to the August 2020 Audit and Risk Committee meeting. 
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8.2 Audit and Risk Commiitee Action Items - Status Report 

 
 

File Code GV.MTG.6.1 

Author Garry Bird, Director Corporate Services  

Senior Employee Jonathan Throssell, Chief Executive Officer  

Disclosure of Any 
Interest 

Nil 

Attachments Nil 

 
  

 

SUMMARY 

An update on the status of Audit and Risk Committee action items is provided for the 
consideration of committee members. 

 

BACKGROUND 

The following matters have previously been considered by the Audit and Risk Committee, 

with follow up actions required. 

 

MEETING 
REFERENCE 

RESPONSIBLE 
OFFICER 

ACTION STATUS - 30 April 
2020 

19.2.2019 Item 8.4 

Internal Procurement 
Audit 

Director 

Corporate 
Services 

Create a Contracts and 

Tender Register 

Up to date 

Contracts and 
Tender Register 
now available. 

19.2.2019 Item 8.3 

Internal Light Fleet 
Audit 

Director 

Infrastructure 
Services and 
Director 
Corporate 

Services 

Respond to 7 

recommendations 
provided by KPMG 
regarding fleet 
management 

improvements. 

Logbook data has 

been obtained 
(completed 31 
January 2020) and 
currently being 

analysed by fleet 
management staff. 
Report to be 
presented to 

August 2020 Audit 
and Risk 
Committee 
Meeting. (Delay 

due to requirement 
to focus on COVID 
19 planning and 
response). 
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3.12.2019 Item 8.3 

Auditor General’s 
Report – Fraud 
Prevention in Local 
Government 

Director 
Corporate 
Services 

Draft Fraud Prevention 
Plan to be presented to 
the August 2020 Audit 

and Risk Committee 
meeting. 

Draft in progress 

 

STATUTORY / LEGAL IMPLICATIONS 

There are statutory or legal implications for some of the action items above. Please refer to 
the minutes of the meeting at which the matter was considered for further information. 

POLICY IMPLICATIONS 

There are policy implications for some of the action items above. Please refer to the 
minutes of the meeting at which the matter was considered for further information. 

FINANCIAL IMPLICATIONS 

There are financial implications for some of the action items above. Please refer to the 
minutes of the meeting at which the matter was considered for further information. 

 

STRATEGIC IMPLICATIONS 

Mundaring Strategic Community Plan 2020 - 2030 

Priority 4 - Governance 

Objective 4.4 – High standard of governance and accountability 

Strategy 4.4.3 – Risks are well managed 
 

SUSTAINABILITY IMPLICATIONS 

There are sustainability implications for some of the action items above. Please refer to the 
minutes of the meeting at which the matter was considered for further information. 

RISK IMPLICATIONS 

Risk: That action items from the Committee are not completed and expose 

Council to the risks being addressed by the item. 

Likelihood Consequence Rating 

Possible Moderate Moderate 

Action / Strategy 

That staff update the Committee regularly on progress towards completing the 
required actions. 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

Refer to above for status update. 
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VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That the Committee receives the Audit and Risk Committee Action Items Status Report as 

at 30 April 2020 and notes the actions undertaken. 
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8.3 WA Auditor General's Report - Audit Results Report - Annual 2018-19 Financial 
Audits of Local Government Entities 

 
 

File Code OR.IGR 2 

Author Garry Bird, Director Corporate Services  

Senior Employee Jonathan Throssell, Chief Executive Officer  

Disclosure of Any 
Interest 

Nil 

Attachments Nil 

 
  

 

SUMMARY 

The Western Australian Auditor General released the Audit Results Report – Annual 2018-

19 Financial Audits of State Government Entities (“the Report”) in 11 March 2020. 

The Report includes: 

1. Results of the audit of all local government entities who had their audit undertaken 
by the Office of the Auditor General and their compliance with applicable legislation 

for the financial year ending 30 June 2019; and 

2. Issues identified during these annual audits that were considered significant enough 

to bring to the attention of Parliament. 

The Report contained eleven recommendations which have been considered by staff and 

assessed against the relevant policies and procedures used by staff. This assessment is 
provided for the consideration of Committee Members. 

 

BACKGROUND 

The eleven recommendations contained within the Report were as follows: 

1. Local government entities should ensure they maintain the integrity of their financial 
control environment by: 

a. periodically reviewing and updating all financial, asset, human resources, 
governance, information systems and other management policies and procedures, and 
communicating these to staff 

b. conducting ongoing reviews and improvement of internal control systems in response 
to regular risk assessments 

c. regularly monitoring compliance with relevant legislation 

d. promptly addressing control weaknesses brought to their attention by our audits, and 
other audit and review mechanisms. 

2. Entities should ensure that reports from their valuers clearly explain key aspects  of 
the valuations, and that management has a comprehensive understanding of the reports. 

3. Management should annually review the estimated useful lives of assets used for 
calculating depreciation, if necessary in consultation with their valuers or other experts. In 
addition, for greater consistency across entities, the Department of Local Government, 
Sport and Cultural Industries (DLGSC) should review its guidance regarding potential 
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ranges for useful lives of assets, and entities should consider the guidance when doing 
their annual reviews.  

4. Entities who have not yet done so, should implement the recommendations of our 
local government position paper number 1 ‘Accounting for work bonds, building bonds and 

hire bonds’.   

5. DLGSC should consider extending existing declaration processes to include annual 

related party declarations for councillors and key management personnel that assist 
compliance with Australian Accounting Standard AASB 124 and that are fit-for-purpose to 
the local government environment. 

6. Local government entities should, where necessary, seek advice in advance of year 
end if uncertain about appropriate accounting treatments. 

7. To improve the quality of financial reports and achieve greater consistency across 
entities, DLGSC should consider providing an accounting advice helpdesk to the local 
government sector. 

8. DLGSC should re-assess the amount of detail required to be included in annual 
financial reports, in particular for small and medium sized entities’ 

9. DLGSC should re-assess the potential advantages and disadvantages if smaller local 
government entities reported some asset classes such as plant and equipment using the 

cost model, rather than periodically re-valuing those assets. 

10. Entities and DLGSC should monitor the progress of the Australian Accounting 

Standards Board (AASB) and the International Public Sector Accounting Standards Board 
(IPSASB) public sector fair value projects relating to the valuation of assets. 

11. DLGSC should consider facilitating a shared internal audit service for the local 
government sector, as a service available to small and medium entities who do not have 
their own internal audit function.  

12. To facilitate timely preparation of annual financial reports, and to minimise the 
additional audit costs associated with Australian Accounting Standards on revenue, 
income and leases (AASB 15, AASB 1058 and AASB 16), entities should complete 

preparations for those new standards by 30 June 2020. 

 

STATUTORY / LEGAL IMPLICATIONS 

Local Government Act 1995 

Local Government (Financial Management) Regulations 1996 

POLICY IMPLICATIONS 

Nil 

FINANCIAL IMPLICATIONS 

Nil 

 

STRATEGIC IMPLICATIONS 

Mundaring Strategic Community Plan 2020 - 2030 

Priority 4 - Governance 

Objective 4.4 – High standard of governance and accountability 

Strategy 4.4.3 – Risks are well managed 
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SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: The issues raised in the Auditor General’s report are relevant to the 

Shire of Mundaring but not addressed and result in non-compliance or audit 
qualification. 

Likelihood Consequence Rating 

Unlikely Moderate Moderate 

Action / Strategy 

Staff undertake a self-assessment of the issues raised in the Report from the 
Auditor General annually and report the findings to the Audit and Risk 

Committee. 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

The eleven recommendations contained in the Auditor General’s Report have been 

considered by staff and the following comments provided: 

Recommendation Shire practices and controls assessment 

1. Local government entities should 
ensure they maintain the integrity of 

their financial control environment by: 
 

 

a. periodically reviewing and updating 
all financial, asset, human resources, 
governance, information systems and 

other management policies and 
procedures, and communicating 
these to staff 

 

All policies and procedures are reviewed on a 
regular basis to ensure currency, compliance 
with legislation and reflect best practice. 

Upon being reviewed, policy and procedural 
changes are communicated to all staff via the 
staff intranet. All policies and procedures in 
their entirety are available to staff via the 

intranet.   

b. conducting ongoing reviews and 
improvement of internal control 
systems in response to regular risk 
assessments 

 

Regulation 17 of the Local Government 
(Audit) Regulations 1996 requires the CEO to 

review, at least once every three financial 
years, the local government’s systems and 
procedures relating to risk management, 
internal control and legislative compliance. 

The Shire undertakes this reviews as 
required, with the last review being 
undertaken in November 2018. The Shire, 
under the auspices of the Audit and Risk 

Committee, has an internal audit plan in 
place, 
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c. regularly monitoring compliance with 

relevant legislation 
 

The compliance programs of the Shire are a 
strong indication of the Shire’s commitment 
towards meeting legislative requirements. 

The Shire’s practices and controls regarding 
monitoring compliance include: 

 
 A dedicated Governance service to provide 

guidance on legislative requirements and 
monitor compliance with legislation and 

regulations; 
 A Council endorsed Governance 

Framework which examines the principles 

and practices of good governance at Shire of 
Mundaring and clearly defines the 
respective roles, responsibilities and 
relationships of Council, the Chief Executive 

Officer and employees; 
 The Shire continues to complete the annual 

Compliance Audit Return (CAR) and 
submits it to the Department of Local 

Government and Communities by the 
required deadline. The CAR focuses on key 
areas of legislation and the Shire has 
consistently demonstrated a high level of 

compliance. The CAR is considered by the 
Audit and Risk Committee prior to adoption 
by Council; 
 The Shire has policies and procedures in 

place that provide direction as to how to 
receive, retain and treat complaints, including 
employee complaints; 

 Access to legal advice for specific 

compliance and legal matters. This includes 
paid professional advice and membership to 
professional bodies that provide regular 

legal updates regarding legislative changes 
 Regular liaison between Shire staff and the 

Shire’s auditors; 

 Established processes for elected member 

and staff inductions and ongoing training; 
 Annual audit process that includes a review 

of compliance in terms of financial 
management and relevant legislation (Part 6 
of the Local Government Act 1995 and 
Local Government (Financial Management) 

Regulations 1996); 
 The recruitment and retention of 

appropriately experienced, trained and 
qualified staff; 

 Staff have easy on-line access to all 

relevant legislation, Government Gazettes 
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and relevant Standards; and 

 Established staff/industry network channels 

for the sharing of knowledge, eg. Governance 
Network and Finance Professionals Network. 

d. promptly addressing control 
weaknesses brought to their attention 

by our audits, and other audit and 
review mechanisms. 

 

Undertaken in a timely and transparent 
manner via reports to the Audit and Risk 

Committee. 

2. Entities should ensure that reports 
from their valuers clearly explain key 
aspects of the valuations, and that 

management has a comprehensive 
understanding of the reports 

Supported and this is the Shire’s current 
practice in terms of having a process in place 
whereby a draft report from the valuer is 
reviewed before the final report is issued by 

the valuer and accepted by the Shire. 

3. Management should annually review 
the estimated useful lives of assets 
used for calculating depreciation, if 
necessary in consultation with their 

valuers or other experts. In addition, 
for greater consistency across 
entities, the Department of Local 
Government, Sport and Cultural 

Industries (DLGSC) should review its 
guidance regarding potential ranges 
for useful lives of assets, and entities 
should consider the guidance when 

doing their annual reviews.  
 

The Shire reviews the estimated useful lives 
annually as part of its year end reporting 

processes. Staff supports the Auditor 
General’s position that the DLGSC should 
review its guidance regarding potential 
ranges for useful lives of assets, and entities 

should consider the guidance when doing 
their annual reviews.  

4. Entities who have not yet done so, 
should implement the 
recommendations of our local 

government position paper number 1 
‘Accounting for work bonds, building 
bonds and hire bonds’. 

The Shire has implemented the 
recommendations of the OAG position paper 
number 1.  This was reflected in the Shire’s 
Annual Financial Report for the year ended 
30 June 2019. 

5. DLGSC should consider extending 
existing declaration processes to 

include annual related party 
declarations for councillors and key 
management personnel that assist 
compliance with Australian 

Accounting Standard AASB 124 and 
that are fit-for-purpose to the local 
government environment. 

 

Supported. 

6. Local government entities should, 

where necessary, seek advice in 
advance of year end if uncertain 
about appropriate accounting 
treatments. 

Noted and supported. In the event staff are 
unsure they would seek professional advice, 
most likely from the Auditor in the first 

instance.  
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7. To improve the quality of financial 

reports and achieve greater 
consistency across entities, DLGSC 
should consider providing an 
accounting advice helpdesk to the 

local government sector. 
 

Supported. This would be a great resource for 
all local authorities but especially the smaller, 
rural councils who may lack such expertise. 

8. DLGSC should re-assess the amount 
of detail required to be included in 
annual financial reports, in particular 

for small and medium sized entities’ 
 

Supported. 

9. DLGSC should re-assess the 
potential advantages and 
disadvantages if smaller local 

government entities reported some 
asset classes such as plant and 
equipment using the cost model, 
rather than periodically re-valuing 

those assets. 
 

Supported. 

10. Entities and DLGSC should monitor 
the progress of the Australian 
Accounting Standards Board (AASB) 

and the International Public Sector 
Accounting Standards Board 
(IPSASB) public sector fair value 
projects relating to the valuation of 

assets. 
 

Noted and supported. Finance staff actively 
participate in professional development 

forums where such changes are brought to 
staff attention and discussed in terms of their 
implementation and audit standards. 

11. DLGSC should consider facilitating a 
shared internal audit service for the 
local government sector, as a service 

available to small and medium 
entities who do not have their own 
internal audit function.  

 

Supported. The Shire has its own Internal 
Audit Plan which uses independent, third part 
contractors (for the most part) and as such 

may not need such a service bot others 
without these resources would benefit. 

12. To facilitate timely preparation of 

annual financial reports, and to 
minimise the additional audit costs 
associated with Australian 
Accounting Standards on revenue, 

income and leases (AASB 15, AASB 
1058 and AASB 16), entities should 
complete preparations for those new 
standards by 30 June 2020. 

 

Noted and planning in place to comply for the 
reporting period ending 30 June 2020. 
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Where directly relevant to the Shires current practices, staff are satisfied that the existing 
processes etc. would satisfy the recommendations contained in the Report.  

 

VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That the Committee notes the Shire’s self-assessment of the eleven recommendations 

provided by the Western Australian Auditor General in its report entitled Audit Results 
Report – Annual 2018-19 Financial Audits of State Government Entities. 
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8.4 WA Auditor General's Report - Local Government Contract Extensions and 
Variations 

 
 

File Code GV.OPP 1 

Author Danielle Courtin, Governance Coordinator  

Senior Employee Garry Bird, Director Corporate Services  

Disclosure of Any 
Interest 

Nil 

Attachments 1. OAG Report - Local Government Contract Extensions and 
Variations ⇩   

 
  

 

SUMMARY 

On 4 May 2020 the Office of the Auditor General (OAG) submitted its focus area audit 
report to Parliament entitled “Local Government Contract Extensions and Variations” 
(Attachment 1).  The report assessed whether seven local governments and one regional 

local government have robust contract management processes and comprehensive 
policies around contract extensions and variations. Shire of Mundaring was not included in 
this OAG Audit. 

 

BACKGROUND 

On 28 October 2017, the Local Government Amendment (Auditing) Act 2017 was 
proclaimed, giving the OAG the mandate to audit Western Australia’s 139 local 

governments and 9 regional councils. The Act allows the OAG to conduct performance 
and focus area audits of local government entities from 28 October 2017. 

These OAG’s audits underpin their annual financial audit: through the more detailed 
testing during performance and focus area audits, the OAG flags areas for improvement 
and then puts a greater focus on those in the financial audit.  

The report of a focus area audit is written specifically for Parliament and in such a way that 
it is relevant for all local governments. Each audited local government receives a separate 
report about their individual performance, but the OAG expects all local governments to 

address the recommendations of the formal report to Parliament. 
 
STATUTORY / LEGAL IMPLICATIONS 

The Local Government (Functions and General) Regulations 1996 in Part 4 deal with the 
provision of goods and services and include specific requirements relating to contract 
extensions and variations. 

POLICY IMPLICATIONS 

To comply with the first recommendation from the OAG, a policy and/or procedure should 
be drafted to comprehensively guide staff on recording of contract information and 
management of contract extensions and variations. 

FINANCIAL IMPLICATIONS 

Should Council wish revisit its earlier decision not to support the business case which 
would have provided the CEO with the resources required to engage a Contract 
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Management Officer, estimated funding of $94,000 per annum would be required (salary, 
superannuation and other on-costs). 

 

STRATEGIC IMPLICATIONS 

Mundaring Strategic Community Plan 2020 - 2030 

Priority 4 - Governance 

Objective 4.4 – High standard of governance and accountability 

Strategy 4.4.3 – Risks are well managed 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: The Shire does not have effective policies and processes in place to 

ensure that contracting is effective, meets the standards expected by the 
community and provides value for money for the ratepayer. 

Likelihood Consequence Rating 

Likely Major High 

Action / Strategy 

Council ensures that sufficient resources are made available to improve 
contract management practices, allowing the CEO to appoint a dedicated 
Contract Management Officer, whose duties would include - 

 drafting a Contract Management Policy and associated procedures; 

 maintaining an up to date Contracts Register; 

 continuous monitoring and review of contract management practices, 

including the processes for contract extensions and variations.   

 

Risk: Poor contract management practices increase the risk of fraud and 

corruption. 

Likelihood Consequence Rating 

Possible Major High 

Action / Strategy 

Council ensures that sufficient resources are made available to improve 
contract management practices, allowing the CEO to appoint a dedicated 
Contract Management Officer, whose duties would include - 

 drafting a Contract Management Policy and associated procedures; 

 maintaining an up to date Contracts Register  

 continuous monitoring and review of contract management practices, 

including the processes for contract extensions and variations.   
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EXTERNAL CONSULTATION 

Nil 

 

COMMENT 

The specific lines of inquiry for this audit were: 

1. Do local governments have adequate policies and procedures for managing 
contract extensions and variations? 

2. Do local governments have complete and accurate summaries of their contracts? 

3. Are local governments adequately – 

 Controlling contract extensions, including the review of contractor performance, 

before extending contracts? 

 Controlling contract variations and determining if a variation significantly changes 

the original scope of the contract? 

 Complying with management approved delegations before a contract is extended 

or varies?  

The OAG concluded that: 

 5 local governments had insufficient documentation to demonstrate that extensions 

or variations were given due consideration; 

 3 local governments did not have eveidence of contractor performance reviews 

before extensions were granted; 

 At 3 local governments some variations were not approved by delegated officers; 

 Most local governments need to enhance their policies with comprehensive 

guidance; and 

 All local governments’ contract registers lacked key information essential to 

effective monitoring of contractual obligations. 

The table below outlines the recommendations of the OAG report and assesses the 
Shire’s documented practices and controls against those recommendations.  

It must be noted that procurement, including contract management, at Shire of 
Mundaring is decentralised: there is not one staff position that oversees these 

processes, rather various officers are tasked with procurement and contract tasks in 
their line of duty. As a consequence gaps and inconsistencies exist in terms of the 
oversight of controls and practices related to contract management.  

This lack of robust contract management systems and processes was also identified as 
an area for improvement in the Shire’s 2016 Internal Audit of Procurement systems and 
controls. 

 

Recommendation Shire practices and controls assessment 

1a.  Ensure policies and procedures 
include comprehensive guidance to 
staff on recording of contract 
information and management of 

The Shire’s Purchasing Policy AS-04 is silent 
on contract management, extensions and 
variations, but in clause 6 sets out clear 
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contract extensions and variations, 

so that better practices are 
consistently applied across the 
organisation. 

purchasing limits for  managers, directors and 

the CEO. 

The Shire’s Tender Guidelines briefly mention 
contract management but don’t provide any 
guidance. They state that “contract 
management guidelines will be drafted as a 
separate project”.  

Contract management guidelines have not 
been drafted as yet due to a lack of staff 

resources. 

The business case for a dedicated Contract 
Management Officer was not approved by 
Council during its 2019/20 budget 
deliberations. 

1b.  Establish specific delegated 
authorisation limits for the approval of 
contract extensions and variations. 

Purchasing Policy AS-04 clause 6 establishes 
the approved purchasing limits to execute 
contracts: 

Managers: up to $75,000 plus GST 

Directors: up to $150,000 plus GST 

CEO: up to $325,000 plus GST (subject to 
approval by Council – see separate report to 
this Committee meeting re changes to the 
Purchasing Policy). 

While this clause does not specify extensions 
and variations to contracts, generally and in 
practice all staff rely on these limits for 

approval of extensions and variations. See 
also response to 1g. 

1c.  Ensure contract summaries include 

all key information relating to 
contracts. The level of information 
should be based on assessment of 
the significance, number and 

complexity of contractual 
arrangements. 

The Shire’s contracts register does not 
contain contract summaries, but lists - 

 The InfoHub file number; 

 The purpose of the contract; 

 The name of the contractor(s); 

 Commencement and expiry dates; 

 Possible extensions; 

 Extensions exercised; 

 Expiry after extensions; 

 Variations accepted; 

 Estimated annual budget (ie contract 

value); and 

 Actual contract spend. 

1d.  Ensure that records of key decisions Recordkeeping for contract extensions and 
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are retained in accordance with 

recordkeeping plans and are readily 
available. 

variations is satisfactory and in accordance 

with the OAG’s requirements and 
recommendation. 

1e.  Improve review processes relating to 
contract extensions, including timely 
and documented reviews of 
contractor performance before 

exercising contract extension options. 

Contractor performance is not well 
documented and our records provide ad hoc, 
inconsistent evidence of documented 
contractor performance review before 
extending a contract.  

1f.  Ensure that contract variations are 

supported by adequate 
documentation describing the nature 
and reasons for the variations, 
including the associated cost, time 

and scope implications. The 
cumulative impact of variations on a 
contract should also be reviewed and 
an assessment made of whether a 

separate procurement process 
should be undertaken. 

Contract variations for major contracts 
(Mundaring Arena, Boya Library) are well 

documented and include reasons, costings, 
timing and scoping implications. 

 

1g.  Ensure that all contract extensions 
and variations are approved in 
accordance with approved 
delegations, to ensure that all 

contracting decisions are subject to 
appropriate levels of scrutiny. 

While variations are mostly approved within 
the authorised purchasing limits, there is 
evidence that the cumulative cost of 
variations for specific contracts is not taken 
into account and regularly exceeds the 

authorised purchasing limits.  

A sample review of one contract against the 
OAG criteria, shows that there were 20 
variations, all approved by a Manager, the 
sum of which exceeded the approved limit of 
authority for Managers ($75,000) by more 

than 60%. 

This may require clarification when a Contract 
Management policy and guidelines are 
drafted. 

2.    Review policies and procedures 
against the principles in Appendix A 
(Better Practice Principles). 

These principles will be taken into account 
when a policy is drafted. 

 

Proposed action plan addressing the matters with room for improvement: 

 

Issue Proposed action By when 

No Contract Management 
policy or guidelines 

Option 1:  
draft policy and guidelines 

with existing staff resources. 
 
 

Option 1:  
30 June 2021 
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Option 2:  

employ an experienced 
Contract Management 
Officer to draft policy and 
guidelines (subject to 

inclusion in Corporate 
Business Plan). 

Option 2:  

31 December 2021 

No documented contractor 
performance review before 

extensions are granted 

Undertake a documented 
and recorded contractor 
performance review before 

any contract extension is 
granted.  

30 June 2020 

 

While the OAG report provides some comfort that Shire of Mundaring is not the only local 
government struggling with contract management, it is important that high priority be given 
to bring this essential part of the procurement function within acceptable governance 
standards. 

The OAG report contains a very helpful table of “better practice principles”, which will be 
used as a guide when improving the Shire’s practices and controls. 
 

VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 

That the Committee notes the Shire’s self-assessment of its contract extensions and 
variations practices and controls against the recommendations of the Auditor General’s 
Report “Local Government Contract Extensions and Variations”. 
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8.5 Update to Policy AS-04 - Purchasing Policy 

 
 

File Code GV.OPP 1 

Author Danielle Courtin, Governance Coordinator  

Senior Employee Garry Bird, Director Corporate Services  

Disclosure of Any 
Interest 

Nil 

Attachments 1. AS-04 Purchasing Policy Update - changes tracked ⇩  

2. Delegation CE-151 - Minor Amendment - changes tracked 
⇩   

 
  

 

SUMMARY 

Policy AS-04 – Purchasing Policy has been updated (Attachment 1) to reflect recent 

amendments to the Local Government (Functions and General) Regulations 1996, which 
have increased the tender threshold to $250,000, aligning it with State Government 

tendering thresholds. 

The Committee is requested to recommend that Council adopts the updated policy and 

makes a consequential minor amendment to Delegation CE-151 Expressions of Interest 
and Tenders. 

 

BACKGROUND 

As part of a raft of legislative amendments in response to the COVID-19 outbreak, a 
permanent amendment to regulation 11 of the Local Government (Functions and General) 
Regulations 1996 was gazetted on 9 April 2020, coming into effect on 10 April 2020.  

On 8 May 2020 further regulations were gazetted to update the provisions for local 
government purchasing policies in the Local Government (Functions and General) 

Regulations 1996: local governments must prepare, adopt and implement a purchasing 
policy in relation to contracts for other persons to supply goods or services under 
$250,000. 

STATUTORY / LEGAL IMPLICATIONS 

Local Government (Functions and General) Regulations 1996 

POLICY IMPLICATIONS 

Purchasing Policy AS-04 is based on the Local Government (Functions and General) 
Regulations 1996. 

FINANCIAL IMPLICATIONS 

Nil 

 

STRATEGIC IMPLICATIONS 

Mundaring Strategic Community Plan 2020 - 2030 

Priority 4 - Governance 

Objective 4.4 – High standard of governance and accountability 

Strategy 4.4.8 – Compliance with the Local Government Act 1995 and all relevant 
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legislation and regulations 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: Compliance: 

Failure to update the policy following legislative amendments would make the policy non-
compliant. 

Likelihood Consequence Rating 

Almost Certain Moderate High 

Action / Strategy 

Update the policy.  

 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

Regulation 11(1) of the  Local Government (Functions and General) Regulations 1996 has 

been amended to increase the tender threshold from $150,000 to $250,000.  

As a result a new category of Purchasing Thresholds has been created in the Shire’s 

Purchasing Policy AS-04: $150,000 to $249,000 requiring CEO approval and sign off.  

The CEO’s upper limit for accepting tenders and executing the resulting contracts, which is 

currently $225,000 also requires review, as this limit is now less than the new tender 
threshold. It is proposed to increase this limit from $225,000 to $325,000. This will require 
Council to approve a minor amendment to delegation CE-151 Expressions of Interest and 
Tenders (Attachment 2). 

 

VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That Council: 

1. Adopts the updated Purchasing Policy AS-04 in Attachment 1; and  

2. By absolute majority approves a minor amendment to Delegation CE-151 
Expressions of Interest and Tenders (Attachment 2), increasing the CEO’s upper 

limit for accepting tenders and executing the resulting contracts to $325,000. 
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8.6 Review of Council Policy HR-01 Equal Employment Opportunity and Anti-Bullying 

 
 

File Code GV.OPP 1 

Author Maureen Gerlach, Manager HR  

Senior Employee Garry Bird, Director Corporate Services  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Policy HR-01 Equal Employment Opportunity & Anti-
bullying (track changes) ⇩  

2. Policy HR-01 Equal Employment Opportunity & Anti-

bullying (final) ⇩   

 
  

 

SUMMARY 

The Equal Employment Opportunity and Anti-Bullying Policy HR-01 requires review to 
ensure legal obligations are understood and met; and processes to address concerns are 

clearly identified. 

The Audit and Risk Committee is requested to recommend to Council that it adopts the 
reviewed policy. 

 

BACKGROUND 

Policy HR-01 Equal Employment Opportunity and Anti-Bullying was last reviewed by 
Council in March 2016 (amended by C3.03.16). 

Following recent training delivered by the Equal Opportunity Commission, Policy HR-01 
has been reviewed to ensure it remains complaint with legislative requirements and 

contemporary practice. 

Further, as a result of the recent development of a Performance Management Framework 
(a new Organisational Practice) and review of existing performance-related Organisational 
Practices, Procedures and Guidelines, references in Policy HR-01 need to be updated. 

STATUTORY / LEGAL IMPLICATIONS 

All employees must comply with the Equal Opportunity Act 1984 and other relevant 
legislation. 

Elected members are legally obliged to comply with the provisions of the Equal 

Opportunity Act 1984. Further, a victim of harassment, discrimination or bullying could 
bring action against and elected member or against Council as a body corporate. 

POLICY IMPLICATIONS 

Nil 

FINANCIAL IMPLICATIONS 

Nil 
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STRATEGIC IMPLICATIONS 

Mundaring Strategic Community Plan 2020 - 2030 

Priority 4 - Governance 

Objective 4.4 – High standard of governance and accountability 

Strategy 4.4.3 – Risks are well managed 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: People, Reputational, Financial 

Failure to provide and follow legally compliant policies, procedures and 
practices exposes the Shire to claims of harassment, discrimination and/or 

bullying which could have human, reputational and financial implications. 

Likelihood Consequence Rating 

Possible Moderate Moderate 

Action / Strategy 

Regularly reviewing and updating this Policy and associated procedures is a 
risk mitigation strategy. 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

Policy HR-01 has been reviewed.  The following amendments are proposed: 

 Procedure and Statute references have been updated. 

 Content has been amended in accordance with reference material provided by the 

Equal Opportunity Commission. 

VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That Councils adopts the reviewed Policy HR-01 Equal Employment Opportunity and Anti-
Bullying (Attachment 2). 
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8.7 Interim Audit Results for the year ending 30 June 2020 

 
 

File Code FI.AUD 1920 

Author Stan Kocian, Manager Finance and Governance  

Senior Employee Garry Bird, Director Corporate Services  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Interim Audit Management Letter ⇩   

 
  

 

SUMMARY 

This report present the results of the interim audit undertaken by the Office of the Auditor 

General (the OAG).  

The OAG highlighted four matters raised as a result of the interim audit. These matters 

were discussed with Shire management and comments provided by management have 
been included in the OAG’s letter. 

It is recommended the Committee note the results of the interim audit and the 
management comments regarding the four matters raised.  

 

BACKGROUND 

The OAG, through its appointed contractor Moore Stephens, has completed the interim 
audit for the year ending 30 June 2020 in accordance with its audit plan. The focus of the 
OAG’s interim audit was the Shire’s overall internal control environment to obtain an 

understanding of the Shire’s key business processes, risks and internal controls relevant 
to the audit of the Shire’s annual financial report.  

 

STATUTORY / LEGAL IMPLICATIONS 

Part 7 of the Local Government Act 1995 sets out the requirements for external audits of 
local governments. 

POLICY IMPLICATIONS 

Nil 

FINANCIAL IMPLICATIONS 

Nil 

 

STRATEGIC IMPLICATIONS 

Mundaring Strategic Community Plan 2020 - 2030 

Priority 4 - Governance 

Objective 4.4 – High standard of governance and accountability 

Strategy 4.4.6 – Sound financial and asset management 
 

SUSTAINABILITY IMPLICATIONS 

Nil 
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RISK IMPLICATIONS 

Risk: The Shire’s financial processes and controls are inadequate to the 

extent that there is a risk that the Shire’s annual financial report contains 
material mis-statements. 

Likelihood Consequence Rating 

Possible Moderate Moderate 

Action / Strategy 

An audit of the Shire’s financial processes and controls has been undertaken 
by the OAG. 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

The OAG has provided a letter which identifies and highlights four matters raised as a 
result of the interim audit. These matters were discussed with Shire management and the 

comments provided by management have been included in the OAG’s letter. The table 
below provides a summary of the matters raised by the OAG and management’s  
comments in relation to each finding. 

OAG Finding Management Comments 

1. Revenue has not been recognised 
in accordance with AASB 15 or 
AASB 1058 

Finding 

Our sample testing of revenue transactions 
(rates, grants and fees & charges) noted 
some revenue has not been recognised in 

accordance with AASB 15 or AASB 1058. 

Furthermore, the impact of the application of 

AASB 15 and AASB 1058 has not been 
recognised at 1 July 2019. 

Recommendation 

As recommended in our 2018-19 Audit 

Results Report, the Shire should complete a 
detailed revenue recognition assessment of 
all revenue streams. This is to conclude if a 
particular revenue stream or transaction 

arises from an enforceable contract with a 
customer and has sufficiently specific 
performance obligations. The assessment 
will trigger the revenue recognition 

requirements under AASB 15, or if it falls 
outside this scope, under AASB 1058, so 
that revenue is not misstated for the 2019-
20 financial year. 

The Shire should also measure the impact 
of the application of AASB 15 and AASB 

Accepted. However it should be noted that 
AASB 1058 has been applied to the 
treatment of rates from 1 July 2020: i.e. the 

prepaid rates recognised as revenue as at 
30 June 2019 were subsequently accounted 
for as a current liability as at 1 July 2019 
and then subsequently recognised as 

revenue when rates were raised for 2019/20 
(in mid-July 2019). 

As part of its year end processes the Shire 
will complete a detailed revenue recognition 
assessment of revenue streams relating to 
fees, charges and grants to ensure that its 

accounts and Financial Report for the year 
end 30 June 2020 comply with AASB 15 
and 1058.  

Responsible person: Manager Finance 

and Governance 
 

Completion date: 30 June 2020 
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1058 at 1 July 2019 and process 
appropriate adjustments in the general 
ledger. 

 

2. Operating leases not capitalised in 

accordance with AASB 16 

Finding 

The Shire’s operating leases have not been 
capitalised in accordance with AASB 16. 

Recommendation 

The Shire should capitalise its operating 
leases at 1 July 2019 by recognising right of 
use assets and lease liabilities in 

accordance with the recognition 
requirements under AASB 16. The right of 
use assets should be depreciated over the 
useful life of the lease and monthly lease 

repayments should be offset against the 
lease liabilities rather than being expensed. 
This will help ensure the financial position of 
the Shire is fairly stated for the 2019-20 

financial year. 

Accepted. As part of its year end processes 

the Shire will process the necessary 
journals in its accounts to capitalise its 
operating leases, account for depreciation 
of these right of use assets and recognise 

the current liability and non-current liability 
associated with the leases (and offset the 
lease repayments that are currently being 
expensed). This process will ensure that the 

accounts and Financial Report for the year 
end 30 June 2020 comply with ASSB 16. 

Responsible person: Manager Finance 

and Governance 
 
Completion date: 30 June 2020 

   

3. Creditors and payroll audit trail 
report  

Finding 

We noted the system audit trail report for 
changes made to creditors and payroll 
masterfile was not generated and 

independently reviewed prior to the 
processing of each payment run. 

Recommendation 

To help ensure all changes to creditors’ and 

employees’ details in the system are correct 
and authorised, the system’s audit trail 
report showing all changes made to the 
system should be generated and reviewed 

by a senior staff member independent of 
processing before each payment run. 

The independent review should seek to 
confirm the integrity of the changes/details 
in the system against appropriate 
authorisation and should be evidenced 

accordingly. 

Accepted. Finance staff will investigate the 
Authority accounting system’s capability to 

generate a system audit trail report for 
changes made to creditors and payroll 
Masterfile. If the reports are available a 
process will be implemented whereby the 

reports will be generated and independently 
reviewed prior to the processing of each 
payment run. 

Responsible Person: Manager Finance 

and Governance 

Completion Date: Dependent on the 

availability of reports within the Authority 
accounting system, 30 June 2020.  

 

4. Timesheet not reviewed by 
manager or supervisor 

Finding 

Noted. The Shire’s current practice is for all 
employee timesheets to be reviewed and 
approved (by way of signature) by their 

Manager or Supervisor. This instance 
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Our sample testing of payroll transactions 
noted 1 instance out of a total of 13 
transactions tested (8%) where the 

timesheet was not reviewed by the 
employee’s manager or supervisor.  

Recommendation 

Management should ensure that all 

timesheets are reviewed and approved.  

 

 

appears to be an anomaly, however Payroll 
staff will be extra vigilant to ensure 
timesheets are signed by the employee’s 

manager or supervisor before data entry 
occurs. 

Responsible Person: Manager Finance 

and Governance 

Completion Date: Immediate 

 

     

VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That the Committee notes the results of the Office of the Auditor General’s interim audit 
and the management comments regarding the matters raised.  
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9.0 URGENT BUSINESS (LATE REPORTS)  

10.0 CLOSING PROCEDURES 

10.1 Date, Time and Place of the Next Meeting 

 

10.2 Closure of the Meeting 
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