
 

 

 

 

 

13 November 2018 
 
 
 
 

NOTICE OF MEETING 

 
Dear Committee Member, 

The next Audit and Risk Committee meeting will be held at 6.30 pm on Tuesday, 20 
November 2018 in the Committee Room, 7000 Great Eastern Highway, Mundaring. 
 
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 

20 NOVEMBER 2018 
 

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 
COMMITTEE ROOM, 7000 GREAT EASTERN HIGHWAY, MUNDARING – 6.30 PM 

 
1.0 OPENING PROCEDURES 

Acknowledgement of Country 

Shire of Mundaring respectfully acknowledges Noongar elders past and present and their 
people (specifically the Whadjuk people who are from this area) who are the traditional 
custodians of this land. 

1.1 Announcement of Visitors 

1.2 Attendance/Apologies 

Staff Andrea Douglas Minute Secretary 
   
Apologies Danielle Courtin  Governance Co-ordinator 
    
Guests Greg Godwin (Auditor) Moore Stephens (Item 8.4) 
 

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 TIME 

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 21 August 2018 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 

Nil 
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8.0 REPORTS OF EMPLOYEES 

8.1 Compliance Policy  

 
 

File Code GV.OPP 1 

Author Angus Money, Manager Planning and Environment Services  

Senior Employee Mark Luzi, Director Statutory Services  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Compliance Policy ⇩  

2. Compliance Information Sheet ⇩  

3. Enforcement and Prosecution - Organisational Practice 
(confidential) (under separate cover)    

 
  

 

SUMMARY 

It is recommended Council adopts a Compliance Policy PS-10 that sets out the principles 
that guide the Shire’s approach to compliance and enforcement of legislation. 

 

BACKGROUND 

The Shire has undertaken an independent review of its Community Safety Service 
procedures and practices.  
 
Within that review, it was observed that the Shire had no Council policy to guide the 
Shire’s broader compliance and enforcement activities, including prosecution 
considerations. The introduction of a policy across all Shire enforcement activities was 
therefore identified as an area for improvement.  
 

At its August meeting, the Audit and Risk Committee considered a draft policy.  The 
Committee resolved to defer consideration of the draft policy and request the CEO: 

1. Rework the draft policy to have a higher level strategic focus; 
2. Develop an information sheet for public use to be prepared for noting by this 

committee; and 
3. Present an Enforcement and Prosecution organisational practice for noting by 

this committee (ARC4.08.18). 
 

STATUTORY / LEGAL IMPLICATIONS 

Importantly, there is no statutory obligation on the Shire to adopt a compliance policy. 
Further, a policy, if adopted, would not have any legal status. However, the enforcement of 
various laws is an important function of the Shire and ‘good governance’ involves putting in 
place a set of principles and considerations to make decisions.  

Enforcement matters are often controversial and people dissatisfied with the process or 
outcome may look to allocate blame to the Shire. Legal advice confirms that the Shire 
should seek to avoid a policy which could work against (or be prejudicial to) the Shire’s 



  

20.11.2018 AUDIT AND RISK COMMITTEE AGENDA 

8 

enforcement role. For example, there could be unintended legal implications in relation to 
the adoption of a public compliance policy, which is then used by alleged offenders as a 
means to defend a charge or reduce a penalty. Similarly, unsatisfied complainants may 
also seek to lodge complaints directed at the Shire regarding the interpretation or 
application of the Shire’s Compliance Policy.  

It is therefore appropriate that the compliance policy be broad in nature but also inform the 
public in relation to the general approach to compliance taken by the Shire. The very 
existence of a policy (and associated information) may serve to deter offenders from 
formal prosecution actions and encourage more voluntary compliance.   

POLICY IMPLICATIONS 

A new Council policy is proposed in this report. 

FINANCIAL IMPLICATIONS 

Throughout the proposed policy, reference is made to ensuring the Shire’s finite 
compliance resources are prioritised to best effect and in a manner which is 
commensurate with the seriousness of an alleged breach or offence.  

The policy also makes it clear that in a prosecution situation the Shire will seek to recover 
fair and reasonable costs. The financial implications and risks can therefore be made very 
clear to alleged offenders, thereby assisting them in making decisions regarding how to 
respond to the allegation.  

 
 

STRATEGIC IMPLICATIONS 

Mundaring 2026 Strategic Community Plan 

Priority 1 - Governance 

Objective 1.1 – A fiscally responsible Shire that prioritises spending appropriately 

Strategy 1.1.4 – Practice effective governance and financial risk management 
 

SUSTAINABILITY IMPLICATIONS 

The policy is intended to guide decisions regarding enforcement and prosecution of the 
Shire’s various legislative instruments; many of which contribute to upholding various 
social, environmental and economic objectives.  

RISK IMPLICATIONS 

Risk: Reputation. An internal review highlighted the need for a 
compliance policy. Should Council not adopt a compliance policy it may 
have implications on the Shire’s reputation regarding its commitment to 
good governance and transparency.  

Likelihood Consequence Rating 

Likely Moderate 
High 

Action / Strategy 
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Adopt a Compliance Policy.  

Risk: Financial. Advice has been received that its important that the 
policy not be too detailed so as to compromise the Shire’s ability to 
effectively and efficiently fulfil its enforcement and prosecution role.    

Likelihood Consequence Rating 

Likely Moderate 
High 

Action / Strategy 

Adopt a more strategic and ‘principles driven’ Compliance Policy.  

 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

In developing a compliance framework, three layers are proposed, including a Policy (with 
principles only) an Organisational Practice and an Information Sheet.  

Attachment 1 contains the revised draft policy which proposes eight overarching 
principles to guide the Shire’s approach to compliance investigations and actions. 
Adoption of the Policy will demonstrate that the compliance activities being undertaken by 
Shire employees are supported by the Council.  

Attachment 2 (confidential under separate cover) Enforcement and Prosecution 
Organisational Practice, is intended to be adopted internally and will ensure consistency 
across service areas. It is not considered in the public interest for this to be publicly 
available, as it would compromise the Shire in fulfilling its enforcement role.  

Attachment 3 contains an Information Sheet specific to residents seeking to resolve 
compliance issues, but also provides relevant information for those accused of breaching 
regulations administered by the Shire.  

It is recommended Council adopts the Compliance Policy to inform the public in relation to 
the general approach taken by the Shire to compliance matters. 
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VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That Council: 

1. Adopts Compliance Policy PS-10 in Attachment 1; 

That the Audit and Risk Committee notes the accompanying documents; 

1. Enforcement and Prosecution-Organisational Practice in Attachment 2 
(confidential); and 

2. Compliance Information Sheet in Attachment 3. 
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8.2 Complaints Management Review 

 
 

File Code GV.OPP 1 

Author Danielle Courtin, Governance Coordinator  

Senior Employee Paul O'Connor, Director Corporate Services  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Attachment 1 - Old Policy AS-02 ⇩  

2. Attachment 2 - New Policy AS-02 ⇩  

3. Confidential Attachment 3 - Procedure Admin-41 
(confidential) (under separate cover)   

4. Attachment 4 - Customer Service Charter ⇩  

5. Attachment 5 - Customer Guide ⇩   

 
  

 

SUMMARY 

A new Complaint Management Policy (AS-02) has been drafted, as well as a new 
Customer Service Charter, Complaints Management Procedure (Admin-41) and Customer 
Guide. 

The Committee is requested to recommend that Council adopts the new Policy and notes 
the other documents which support the Policy.  

 

BACKGROUND 

The existing “Complaints Management System incorporating the Customer Service 
Charter” dates from September 2007 and was last reviewed in June 2013. 

An extensive review has now been undertaken, resulting in a new Complaint Management 
Policy, complemented by a Customer Service Charter, Complaints Management 
Procedure and Customer Guide. 

STATUTORY / LEGAL IMPLICATIONS 

Nil 

POLICY IMPLICATIONS 

The Complaints Management review complements the review of the Shire’s Code of 
Conduct Policy OR-12 and the new Compliance Policy PS-10. 

FINANCIAL IMPLICATIONS 

Nil 
 

STRATEGIC IMPLICATIONS 

Mundaring 2026 Strategic Community Plan 
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Priority 1 - Governance 

Objective 1.2 – Transparent, responsive and engaged processes for Shire decision 
making 

Strategy 1.2.1 – Increase transparency and responsiveness of Shire administration 
processes 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: Reputational: no clear guidance for employees on how to handle 
complaints from the public about the Shire could result in community 
dissatisfaction with the Shire and potential legal costs for disputes and/or 
unfounded complaints to be defended or actioned. 
 

Likelihood Consequence Rating 

Possible Moderate Moderate 

Action / Strategy 

Clear guidance through policy and procedure, together with a well publicised 
Customer Service Charter, will ensure that employees handle complaints fairly, 
efficiently, effectively and in accordance with the key principles of complaint 
handling as identified by the Ombudsman Western Australia. 
 

 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

The expert body on complaints and how to deal with them is the Ombudsman, as their 
core role is to deal with complaints from the public about the decision making of 
government agencies, local governments and universities. 

Ombudsmen in WA and in other states, particularly NSW, have a vast amount of guidance 
and information on their websites, which has been researched extensively to develop the 
draft documents for Shire of Mundaring. 

Following a review of the existing Policy AS-02 “Complaints Management System” staff 
concluded that the policy was not sufficiently detailed and not aligned with Ombudsman 
guidelines. The new draft Policy AS-02 “Complaint Management” is based on the 
Ombudsman WA “Complaint handling systems checklist”. 

Council is requested to adopt Policy AS-02 “Complaint Management” and to note the 
accompanying Procedure Admin-41 “Complaints Management”, the Customer Service 
Charter and the Customer Guide. Charter and Guide will be available on the Shire 
website, while the Procedure is for internal use by staff. 
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VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That Council: 

1. Rescinds Policy AS-02 “Complaints Management System” in Attachment 1; and 

2. Adopts new Policy AS-02 “Complaint Management” in Attachment 2.  
  

That the Audit and Risk Committee notes the accompanying documents: 

a. Procedure Admin-41 “Complaints Management” (Attachment 3); 

b. Customer Service Charter (Attachment 4); and 

c. Customer Guide (Attachment 5). 
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8.3 Review - Code of Conduct – Elected Members, External Committee Members and 
Employees OR-12 

 
 

File Code GV.MTG 6/1 

Author Paul O'Connor, Director Corporate Services  

Senior Employee Jonathan Throssell, Chief Executive Officer  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Draft OR-12 Code of Conduct - Elected Members, 
External Committee Members and Employees ⇩  

2. Code of Conduct - Table of Changes ⇩  

3. OR-12 Code of Conduct - Elected Members and 
Employees ⇩   

 
  

 

SUMMARY 

The reviewed policy OR-12 - Code of Conduct – Elected Members, External Committee 
Members and Employees is presented to the Committee for consideration and 
recommendation to Council to adopt the revised Code of Conduct (ATTACHMENT 1). 
 
 

BACKGROUND 

Section 5.103 of the Local Government Act 1995 requires every local government to 
prepare or adopt a code of conduct to be observed by elected members, committee 
members and employees. 
 
The Local Government (Rules of Conduct) Regulations 2007 also sets out the conduct 
rules that apply to elected members while performing their statutory role.  The Act 
provides a disciplinary framework for breach of the Local Government (Rules of 
Conduct) Regulations 2007 by elected members, which can range from training to 
suspension, whereas internal processes are established for breaches of the code of 
conduct by employees. 
 
Council last reviewed the Shire’s Code of Conduct in May 2013 (C28.05.13). 
 
On 1 July 2015 changes were made to then Corruption and Crime Commission Act 2003 
(now titled Corruption, Crime and Misconduct Act 2003) which implemented a revised 
investigatory framework for minor and serious misconduct breaches by public officers 
(including local government employees and elected members). 
 
More substantially, in March 2016 the City of Perth Act 2016 received Royal Assent 
which amended the gift and contributions to travel provisions within the Local 
Government Act 1995.  A range of other associated amendments were also made to the 
Local Government (Administration) Regulations 1996 and the Local Government (Rules 
of Conduct) Regulations 2007 around the transitional arrangements for the acceptance 
of gifts and contributions to travel from 1 July 2015. 
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In view of these changes, certain aspects of the Shire’s Code of Conduct require 
amendment as well as some other improvements identified since the Code’s adoption in 
2013. 
 
Changes that are required to be implemented to reflect the above legislative changes 
since 2013 include: 

a) reflecting the separation of the Public Sector Commission and the Corruption 
and Crime Commission as a result of changes to the Corruption, Crime and 
Misconduct Act 2003; and 

 
b) changes to gift disclosure provisions under the Local Government Act 1995 

and its subsidiary legislation. 
 
A Code of Conduct has a variety of functions in addition to guiding and promoting 
legislative compliance.  It can promote good governance, guide behaviour to avoid 
reputational damage to the Shire, and assist in promoting a safe work place. 
 
Proceeding with an updated Code of Conduct will reduce the risk of individuals being 
non-compliant with legislation due to inconsistencies between the Code and legislation. 
 
STATUTORY / LEGAL IMPLICATIONS 

Local Government Act 1995 s. 5.103 
Local Government (Administration) Regulations 1996 Part 9 
Local Government (Rules of Conduct) Regulations 2007 
Local Governments (Elections) Regulations 1997 
Corruption, Crime and Misconduct Act 2003 
Public Interest Disclosure Act 2003 
Occupational Safety and Health Act 1984 
 
POLICY IMPLICATIONS 

The Code needs to be read in conjunction with the Shire’s Governance Framework, which 
sets out how good governance is practised in the Shire. 

FINANCIAL IMPLICATIONS 

Nil 
 

STRATEGIC IMPLICATIONS 

Mundaring 2026 Strategic Community Plan 

Priority 1 - Governance 

Objective 1.1 – A fiscally responsible Shire that prioritises spending appropriately 

Strategy 1.1.4 – Practice effective governance and financial risk management 
 

 

SUSTAINABILITY IMPLICATIONS 

Nil 



  

20.11.2018 AUDIT AND RISK COMMITTEE AGENDA 

40 

RISK IMPLICATIONS 

Risk: Compliance 

All local governments are required to adopt a code of conduct to be observed 
by elected members, external committee members and employees, and failure 
to do so would put the shire in breach of its legislative obligations. 

Likelihood Consequence Rating 

Possible Minor Moderate 

Action / Strategy 

Establishing a conduct framework that guides behaviours and ethical and 
accountable decision making lessens the likelihood of misconduct, fraudulent 
and corrupt behaviour, as conduct expectations are clearly articulated and 
documented. 

 

 
EXTERNAL CONSULTATION 

Nil 

COMMENT 

An internal review has been undertaken o f  Council Policy OR-12  – Code of Conduct – 
Elected Members and Employees.  The review considered information and advice from a 
variety of sources and is based on the City of Perth’s full review of its Code of Conduct in 
June 2017 which included: 

a) advice from the City’s external solicitors (McLeods); 
 

b) the Public Sector Commission’s report ‘Developing a code of conduct: Guide for 
local government’; 

 
c) other reports and information from the Public Sector Commission; 

 
d) The New South Wales Model Code; and 

 
e) Codes of Conduct from other leading WA local governments. 

 
New Legislative Requirements: 
 
1. Corruption, Crime and Misconduct Act 2003 
 

On 1 July 2015, changes were made to the then Corruption and Crime Commission Act 
2003 (now titled the Corruption, Crime and Misconduct Act 2003), which implemented 
a revised investigatory framework for minor and serious misconduct breaches by Public 
Officers (including Local Government Employees and Elected Members).  Minor 
misconduct is now investigated by the Public Sector Commission, with the Corruption 
and Crime Commission maintaining the investigatory process for serious misconduct 
by Public Officers.  Both minor misconduct and serious misconduct are defined in the 
Corruption, Crime and Misconduct Act 2003. 
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2. City of Perth Act 2016 

 
In October 2015, the Corruption and Crime Commission submitted a report to 
Parliament on an investigation into the acceptance and disclosure of gifts and travel 
contributions by the Lord Mayor of the City of Perth, and subsequent investigations 
were conducted by the then Department of Local Government and Communities.  This 
resulted in the City of Perth Act 2016, which contains a range of amendments to the gift 
and contributions to travel provisions within the Local Government Act 1995. 
 

3. Local Government Act 1995 
 
As of 4 March 2016, the Local Government Act 1995 now requires relevant persons (ie 
Elected Members and Designated Employees) who accept a gift worth more than $200 
to disclose the gift, in writing, to the Chief Executive Officer within ten (10) days of 
receipt.  This replaces the disclosure requirements contained in an Elected Member or 
Designated Employee's Annual Return.  All contributions to travel over $200 must also 
be disclosed, as do multiple gifts or contributions from the same donor where the total 
aggregate value is over $200 within a year (12 month period). 

 
A new section within the Act requires the Chief Executive Officer to keep a register of 
gifts and contributions to travel over $200, and the register is to be made available for 
public inspection and published on the Shire's website (Section 5.89A of the Act). 

 
The changes proposed reflect legislative changes and other minor operational 
improvements.  A summary of the main changes to the Code of Conduct is shown in 
ATTACHMENT 2. 

Following the careful consideration of the advice and information received and 
consultation within the organisation, a proposed Code of Conduct has been developed 
for adoption by Council. 

ATTACHMENT 1 is the proposed final version, ATTACHMENT 2 is the summary of 
changes and ATTACHMENT 3 is the current policy.  As the policy is a complete rewrite, a 
tracked changes version is not provided. 

VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That Council adopts the revised policy OR-12 Code of Conduct – Elected Members, 
External Committee Members and Employees as reviewed in November 2018 
(ATTACHMENT 1). 
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8.4 Audited Annual Financial Report 2017/18 

 
 

File Code FI.AUD 1718 

Author Stan Kocian, Manager Finance and Governance  

Senior Employee Paul O'Connor, Director Corporate Services  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Audited Annual Financial Report ⇩  

2. Auditor's Management Report ⇩  

3. Annual Financial Report - Variance Report ⇩   

 
  

 

SUMMARY 

This report presents the audited Annual Financial Report for the year ended 30 June 2018.  
The Report includes the independent audit report issued by the Shire’s auditors, Moore 
Stephens. 

Moore Stephens as part of their annual audit process have also provided a management 
report. 

 

BACKGROUND 

Council is required to accept the audited Annual Financial Report which will be included as 
part of the Shire’s Annual Report. 

The Shire’s auditors, Moore Stephens, have completed the audit and have provided their 
independent Audit Report, which is included as part of the Annual Financial Report on 
pages 53 - 54 of the document.  

The Annual Financial Report for the year ended 30 June 2018 has been prepared in 
accordance with Australian Accounting Standards and complies with the requirements of 
the Local Government Act 1995 and the Local Government (Financial Management) 
Regulations 1996. 

The Audit and Risk Committee (ARC) is to review the audited Annual Financial Report 
prior to its presentation to Council. 

The ARC Terms of Reference provides: 

9.1.12 Review the Shire’s draft Annual Financial Report.  Focussing on: 

 Accounting policies and practices 

 Changes to accounting policies and practices 

 The process used in making significant accounting estimates 

 Significant adjustments to the financial report (if any) arising from the audit 
process 
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 Compliance with accounting standards and other reporting requirements 

 Significant variances from prior years. 

STATUTORY / LEGAL IMPLICATIONS 

The Local Government Act 1995 sets out the requirements for the preparation of the 
annual financial report as follows: 

 Section 6.4 (1) and (2) - requires the Shire to prepare an annual financial report for the 
preceding financial year which is to be presented in the manner and form prescribed. 

 Section 6.4(3) - requires the Shire to submit to its auditor the accounts balanced up to 
the last day of the preceding financial year and the annual financial report by 30 
September. 

 Section 5.53(2) - requires the Shire to prepare an annual report that includes the 
financial report for the financial year and the auditor’s report for the financial year. 

 Section 5.54 - requires Council to accept the annual report for a financial year by no 
later than 31 December after that financial year, unless the auditor’s report is not 
available in time, then it is to be accepted no later than 2 months after the auditor’s 
report becomes available. 

POLICY IMPLICATIONS 

Nil 

FINANCIAL IMPLICATIONS 

Nil 
 

STRATEGIC IMPLICATIONS 

Mundaring 2026 Strategic Community Plan 

Priority 1 - Governance 

Objective 1.1 – A fiscally responsible Shire that prioritises spending appropriately 

Strategy 1.1.4 – Practice effective governance and financial risk management 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: Financial and reputational. Risk of material misstatement of the Shire’s 
financial position and performance. 

Likelihood Consequence Rating 

Rare Major Low 

Action / Strategy 

The audit of the Shire’s financial report is undertaken by an external auditor to 
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mitigate the risk of material misstatement of the Shire’s financial position and 
performance. 

 

EXTERNAL CONSULTATION 

Nil 

COMMENT 

The independent audit report issued by Moore Stephens is an unqualified report. 

Moore Stephens have also issued a separate Management Report which raised two 
matters.   

1. Asset Sustainability Ratio: 

“The Asset Sustainability ratio expresses capital expenditure on renewal and replacement 
of existing assets as a percentage of depreciation costs. This ratio is used to identify any 
potential decline or improvement in asset conditions. A percentage of less than 100% on 
an ongoing basis indicates assets may be deteriorating at a greater rate than spending on 
renewal or replacement. 

The ratio has significantly deteriorated from 1.02 in 2017 to 0.62 in the current year. A 
reason for the decline is due to actual capital renewal and replacement expenditure being 
approximately $4.3 million lower than the previous year as well as an increase of $1.5 
million in new/upgrade expenditure predominantly associated with the completion of the 
Mundaring Arena. Furthermore, this ratio has been below the target level of 0.90 for 3 of 
the last 5 years. 

Although the ratio is below target levels, we do not consider this an indication of an 
adverse trend in the financial position of the Shire, given the relative strength of other 
ratios. However, this should still be given consideration during asset management 
planning and while reviewing the Shire’s long term capital investment program to help 
ensure asset renewal is maintained at an appropriate level with sufficient funding support 
in the future.” 

Management have noted and accept the auditor’s observation and comments.  The 
auditor’s comment that “we do not consider this an indication of an adverse trend in the 
financial position of the Shire, given the relative strength of other ratios” is a relevant one.  
The auditor’s statement is supported by the fact the Shire’s Financial Health Indicator 
(FHI) score has improved from 76 in 2016/17 to 85 in 2017/18. 

2. Credit Cards:  

As at 30 June 2018 the Shire had 43 credit cards in use with a total combined limit of 
$86,500 (unchanged from 2017). 

Whilst we appreciate credit cards are used as a business tool, they also require additional 
administrative effort and robust controls to be in place. 

During the audit our review found the credit card policy and procedures to be satisfactory, 
however given the size of the Shire, and the sensitivities surrounding credit cards, we 
consider the number of credit cards on issue to be excessive. 
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The number of credit cards held should be reviewed and guidelines established to 
streamline the number on issue. This will help ensure robust and stringent controls remain 
over Shire expenditure at all times. 

Management have noted the auditor’s comments.  A review of all credit cards is scheduled 
to occur late this year/early next year.  Whilst the review may not necessarily result in a 
significant reduction in the number of credit cards, it will focus on opportunities to 
potentially reduce the overall credit limit. 

In addressing the specifics of the Terms of Reference of ARC, the following is provided: 

1. Accounting policies and practices 

Significant accounting policies are set out in the Notes to and forming part of the 
annual financial report. 

2. Changes to accounting policies and practices 

Nil 

3. The process used in making significant accounting estimates 

Except for cash flow and rate setting information, the report has been prepared on 
the accrual basis and is based on historical costs, modified, where applicable, by the 
measurement at fair value of selected non-current assets, financial assets and 
liabilities. 

4. Significant adjustments to the financial report (if any) arising from the audit 
process 

There were no significant adjustments to the financial report arising from the audit 
process. 

5. Compliance with accounting standards and other reporting requirements 

The accounts have been prepared in compliance with applicable Australian 
Accounting Standards, the Local Government Act 1995 (as amended) and the Local 
Government (Financial Management) Regulations 1996. 

6. Significant variances from prior years 

When comparing income and expenditure for the Income Statement it is appropriate 
to compare actual results to budget.  Major variances between 2018 Budget and 
2018 Actual and major variances between 2018 Actual and 2017 Actual are set out in 
attachment 3. 
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VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
1. That Council accepts the audited Annual Financial Report for the year ended 30 

June 2018 and notes the independent Audit Report issued by Moore Stephens 
Attachments 1 & 2;  

2. That the Audit and Risk Committee notes the accompanying documents; 

a) Management Report from Moore Stephens in Attachment 2; and 

b) Significant variances and explanations in Attachment 3. 
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8.5 Risk Management - Review Organisational Risk Profile 

 
 

File Code GV.MTG 6/1 

Author Paul O'Connor, Director Corporate Services  

Senior Employee Jonathan Throssell, Chief Executive Officer  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Risk Dashboard Report 2018 ⇩  

2. Risk Dashboard Report 2016 ⇩  

3. Risk Dashboard Comparative Report ⇩   

 
  

 

SUMMARY 

The Organisational Risk Profile dashboard has been reviewed through a number of 
workshops facilitated by Local Government Insurance Services (LGIS) working with the 
Shire’s Leadership Team and Governance Service. 

The updated dashboard is presented to the Committee for review and noting 
(ATTACHMENT 1).  The review is included as part of the CEO’s review of the Shire’s 
systems and procedures relating to risk management, internal control and legislative 
compliance. 

 

BACKGROUND 

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 
previous review and risk profiles were presented to the Audit and Risk Committee (ARC) in 
November 2016 and subsequently to Council that year. 

The Risk Management Committee engaged LGIS to assist with the review of the Shire’s 
risks and controls. 

STATUTORY / LEGAL IMPLICATIONS 

Regulation 17 of the Local Government (Audit) Regulations 1996. 

POLICY IMPLICATIONS 

Nil 

FINANCIAL IMPLICATIONS 

The total cost of the engagement of the LGIS Facilitator was $3870 (excluding GST) and 
included travel. 
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The engagement was funded from the Shire’s LGIS Members Funding Pool for costs 
associated with risk management.  The cost was met from this funding and therefore has a 
cost neutral impact on the 2018/19 budget. 

 

STRATEGIC IMPLICATIONS 

Mundaring 2026 Strategic Community Plan 

Priority 1 - Governance 

Objective 1.1 – A fiscally responsible Shire that prioritises spending appropriately 

Strategy 1.1.4 – Practice effective governance and financial risk management 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: Financial + Reputational + Compliance 

Failure to understand risks relating to Shire operations 

Likelihood Consequence Rating 

Possible Moderate Moderate 

Action / Strategy 

 
Further training relating to risk management will enable the Shire to continue to mitigate 
identified risks through improved awareness and knowledge.  The Shire’s Risk 
Management Framework sets out the Shire’s approach to the identification, assessment, 
management, reporting and monitoring of risks. 

 
EXTERNAL CONSULTATION 
 
The reviewed Organisational Risk Profile dashboard was developed in 2016 as part of the 
Shire’s Risk Management Framework through collaboration with a risk consultant from 
LGIS, the Shire’s insurer. 

The LGIS review process and outcomes sought through this review are outlined 
hereunder: 

Scope and key deliverables 

 Review and update of the Shire's risk profiles including controls assurance and 
prioritised risk mitigation actions. 

 

 Organisational Risk Profile dashboard report including prioritised actions for 
endorsement.  

 
Process 
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 LGIS facilitated four organisational risk management workshops with the relevant 
employees of each of the four Directorates to refresh risk principles and update 
existing risk profiles in alignment with ISO 31000: 2018 Risk Management - Guidelines 

 

 LGIS then facilitated a risk management workshop with ELT for endorsement of 
updated profiles and prioritisation of risk mitigation actions. 

 
Key Tasks 

 Review and recommend enhancements to the Shire's existing Risk Management 
Framework in support of the Shire's compliance with Regulation 17 of the Local 
Government (Audit) Regulations 1996. 

 

 Workshop with key staff to update the Shire's risk profiles and prioritise actions. 
 

 Challenge and validate information. 
 

 Provide an updated Organisational Risk Profile dashboard report including prioritised 
actions for endorsement by RMC. 

 
COMMENT 

LGIS developed the Risk Profiles based on the Shire’s risk register and grouped these 
Profiles into Risk Themes in 2016.  A recent review of the Risk Themes has been 
undertaken by the Leadership Team together with relevant employees, resulting in the 
production of a revised Dashboard. 

As a result of the workshops with each directorate and a subsequent review of all Risk 
Themes by the Executive Leadership Team, an Organisational Risk Profile dashboard 
report is presented to the Committee for noting (ATTACHMENT 1).  Also attached is a 
copy of the 2016 profile report (ATTACHMENT 2) and a comparative analysis of current 
against the 2018 report, which includes reasons for any changes in ratings 
(ATTACHMENT 3). 

The inadequate controls have been addressed in a separate report in the agenda of this 
meeting.  The Risk Management Committeee will review these controls at each risk 
management committee meeting until complete. 
 
VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That the Committee notes the 2018 Organisational Risk Profile dashboard. 
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8.6 Review of Risk Management Policy IS-03 

 
 

File Code OR.OPP 1 

Author Paul O'Connor, Director Corporate Services  

Senior Employee Jonathan Throssell, Chief Executive Officer  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Draft IS-01 - Risk Management Nov 2018 (with tracked 
changes) ⇩  

2. Draft IS-01 - Risk Management Nov 2018 (without tracked 
changes) ⇩   

 
  

 

SUMMARY 

As part of the risk management controls review under Regulation 17 of the Local 
Government (Audit) Regulations 1996, which forms part of this agenda, the Committee is 
requested to review Policy IS-03 “Risk Management” and subsequently recommend that 
Council adopts the revised policy.    

 

BACKGROUND 

Regulation 17 of the Local Government (Audit) Regulations 1996 requires the Chief 
Executive Officer 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. 

Until June 2018, Regulation 17 stipulated that the review was to be undertaken at least 
once every two calendar years.  The last review was undertaken in November 2016 (the 
2016/17 financial year) and therefore the next review is actually not required until the 
2019/20 financial year.  However, as the change in the timing of the reviews was not 
legislated until June of this year, a commitment was already in place to undertake the 
review in 2018.  The next review will be undertaken in the 2021/22 financial year. 

A review of the current risk management policy is considered an important part of the 
above review process. 

STATUTORY / LEGAL IMPLICATIONS 

Regulation 17 – CEO to review certain systems and procedures  

(1) The CEO is to review the appropriateness and effectiveness of a local 
government’s systems and procedures in relation to –  

(a) risk management; 

(b) internal controls; 

(c) legislative compliance. 
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(2) The review may relate to any or all of the matters referred to in sub regulation 
(1)(a), (b) and (c), but each of those matters is to be the subject of a review at least 
once every 3 financial years. 

(3) The CEO is to report to the audit committee the results of that review.” 
 

POLICY IMPLICATIONS 

The purpose of Policy IS-03 is to provide guidance and clarity with regard to the 
commitment and objectives regarding managing risk uncertainty that may impact the 
Shire’s strategies, goals or objectives. 

FINANCIAL IMPLICATIONS 

Nil 
 

STRATEGIC IMPLICATIONS 

Mundaring 2026 Strategic Community Plan 

Priority 1 - Governance 

Objective 1.1 – A fiscally responsible Shire that prioritises spending appropriately 

Strategy 1.1.4 – Practice effective governance and financial risk management 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: Reputational & Compliance – Elected Members and community not 
aware of the Shire’s approach to risk management 

Likelihood Consequence Rating 

Likely Moderate High 

Action / Strategy 

Up to date policies encourage good governance, ensuring transparency, 
accountability, effectiveness and efficiency. 

 
EXTERNAL CONSULTATION 

Review and advice sought from Local Government Insurance Services (LGIS, who are the 
Shire’s Insurers). 

COMMENT 

Changes were suggested by LGIS for the policy in terms of updating references to correct 
committees and noting that the Auditor General will in future appoint external audits.  
Other changes include, within the risk tables, that the project measures be included within 
the main measures of consequence table rather than a separate table. 

This policy was last reviewed in December 2016. 
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ATTACHMENT 1 is the current policy with tracked changes, and ATTACHMENT 2 is the 
proposed final version without tracked changes. 

VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That Council adopts the revised policy IS-03 Risk Management as reviewed in November 
2018. 
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8.7 Review of Risk Management, Internal Controls and Legislative Compliance 

 
 

File Code GV.MTG 6/1 

Author Stan Kocian, Manager Finance and Governance  

Senior Employee Paul O'Connor, Director Corporate Services  

Disclosure of Any 
Interest 

Nil 

Attachments Nil 

 
  

 

SUMMARY 

This report recommends that Council notes the results of the Chief Executive Officer’s 
biennial review of the appropriateness and effectiveness of the Shire’s systems in regard 
to risk management, internal control and legislative compliance. 

 

BACKGROUND 

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.  Until 
June 2018 Regulation 17 stipulated that the review was to be undertaken at least once 
every two calendar years. The last review was undertaken in November 2016 (the 2016/17 
financial year) and therefore the next review is actually not required until the 2019/20 
financial year. However, as the change in the timing of the reviews was not legislated until 
June of this year, a commitment was already in place to undertake the review in 2018. The 
next review will be undertaken in the 2021/22 financial year. 

STATUTORY / LEGAL IMPLICATIONS 

Regulation 16 (c) – Functions of Audit Committee  

An Audit Committee –  

(c)  is to review a report given to it by the CEO under regulation 17(3) (the CEO’s report) 
and is to –  

(i) report to the council the results of that review; and  

(ii) give a copy of the CEO’s report to the council.”  

 
Regulation 17 – CEO to review certain systems and procedures  

(1) The CEO is to review the appropriateness and effectiveness of a local 
government’s systems and procedures in relation to –  

(a) risk management;  

(b) internal controls;  

(c) legislative compliance.  
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(2) The review may relate to any or all of the matters referred to in sub regulation 
(1)(a), (b) and (c), but each of those matters is to be the subject of a review at least 
once every 3 financial years.  

(3) The CEO is to report to the audit committee the results of that review.”  

POLICY IMPLICATIONS 

Nil 

FINANCIAL IMPLICATIONS 

Nil 
 

STRATEGIC IMPLICATIONS 

Mundaring 2026 Strategic Community Plan 

Priority 1 - Governance 

Objective 1.1 – A fiscally responsible Shire that prioritises spending appropriately 

Strategy 1.1.4 – Practice effective governance and financial risk management 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: Reputational – Elected Members are not aware of the Shire’s approach 
to risk management, internal controls and legislative compliance. 

Likelihood Consequence Rating 

Likely Moderate High 

Action / Strategy 

Regulation 17 of the Local Government (Audit) Regulations 1996 enhances 
the reporting of the Shire’s approach to risk management, internal controls and 
legislative compliance with increased transparency and involvement for the 
Elected Members. 

 

EXTERNAL CONSULTATION 

Local Government Insurance Services (LGIS) was engaged to facilitate the review of the 
Shire’s Risks and Controls.  

COMMENT 

The CEO has reviewed the Shire’s systems in relation to risk management, internal control 
and legislative compliance and considers that they are appropriate.  The specific details of 
the review are outlined below: 

 



  

20.11.2018 AUDIT AND RISK COMMITTEE AGENDA 

194 

Risk Management   

Internal control and risk management systems and programs are a key expression of a 
local government’s attitude to effective controls.  Good practices in monitoring internal 
control would typically include: 

1.  Reviewing whether the Shire has an effective risk management system and that 
material operating risks to the local government are considered. 

The Shire has an established risk management framework in place. The framework 
includes, but is not limited to, a Risk Management Policy and an Organisational Risk 
Profile Dashboard.  

The Risk Management Policy was previously reviewed in December 2016. This policy has 
been reviewed again and is presented to the Audit and Risk Committee as a separate 
report as part of this meeting’s agenda. 

The Shire’s Risk Dashboard has been in place since November 2016 and is a document 
that facilitates a proactive way for managing risks based on Risk Themes and Profiles. The 
Risk Dashboard, which again has been reviewed, is also presented to the Audit and Risk 
Committee as a separate report as part of this meeting’s agenda.  

The Risk Dashboard focuses on 15 risk themes and the controls in place to mitigate these 
risks. The risks ratings for each of the 15 themes vary from low to high and the overall 
controls for each risk theme are rated as adequate. However there are specific individual 
controls under some of the risk themes that are rated as inadequate, which are detailed 
hereunder. 

1. Risk Theme – Business and Community Disruption  

There are two inadequate controls identified: Internal Emergency Management Plan 
and Bush Fire Risk Management Plan (both plans are not current). Both plans will 
be updated and finalised by December 2018. 
 

2. Risk Theme – Employment Practices 

There are two inadequate controls identified: Organisational Skills Matrix and 
Succession Planning. An Organisational Skills Matrix will be implemented by June 
2019 and a Succession Planning Framework will be developed and implemented by 
December 2019. 
 

3. Risk Theme – Engagement Practices 

There is one inadequate control identified: Customer Service Charter. The revised 
Customer Service Charter is presented for noting to the Audit and Risk Committee 
in a separate report as part of this meeting’s agenda. 
 

4. Risk Theme – Errors, Omissions and Delays 

There is one inadequate control identified: Complaints Register (a consolidated 
complaints register doesn’t exist). The revised Complaints Management Framework 
is presented to the Audit and Risk Committee as a separate report as part of this 
meeting’s agenda. The revised Framework also addresses the issue of the lack of a 
consolidated complaints register.  
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5. Risk Theme – External Theft and Fraud 

There are two inadequate controls identified: incomplete Register of Minor Assets 
and the lack of an Electronic Key Register System. A complete record and register 
of minor and attractive items will be developed by June 2019. An investigation will 
be undertaken into the viability of an Electronic Key Register which is to be 
completed by June 2019. 
 

6. Risk Theme – Management of Facilities, Venues and Events  

There is one inadequate risk control identified: No one area/person is responsible 
for the management of leases. The centralisation of the management of leases will 
be considered as part of the development of the 2019/20 Corporate Business Plan.  
 

7. Risk Theme – Misconduct 

There is one inadequate risk control identified: Stocktakes of minor and attractive 
items are not undertaken. Stocktakes will commence once a complete record and 
register of minor and attractive items is developed by June 2019. 
 

8. Risk Theme – Project and Change Management 

There are three inadequate risk controls identified relating to project management. 
The following are actions to be undertaken by June 2019: 

 Implement a system of post-project debriefs; 

 Undertake a review of project management skills;  

 Undertake a review of, and reinforce, project management procedures. 

 
9. Risk Theme -  Safety and Security Management Practices 

There are three inadequate controls relating to Duress Alarms, Isolated Work 
Management and the reporting of incidents and near misses. The following are 
actions to be undertaken by June 2019; 

 Review the procedures around isolated worker management, including the 
investigation of duress alarms; 

 Review and implement the recommendations of the LGIS OSH audit report 
undertaken in 2018. 

 
10. Risk Theme – Supplier and Contract Management  

There are five inadequate controls relating to contract management systems, 
checking ongoing contractors insurance, contract register, documentation around 
reviews of contract arrangements and monitoring of contract that are due to expire. 
A business case for a Contract Management Officer will be considered as part of 
the development of the 2019/20 Corporate Business Plan. The role of this position 
will be to develop, implement and oversee a contract management framework.   
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The Shire has an internal Risk Management Committee (made up of the Shire’s Executive 
team and Manager Finance and Governance, and supported by the Governance 
Coordinator) that meets every two months to consider all operational risks and determine if 
the appropriate controls are in place. 

All reports to Council and Council Committees specifically require any risk implications to 
be identified and highlighted to enable Council to fully consider the risk implications as part 
of an informed decision making process.  

2. Reviewing whether the Shire has a current and effective business continuity plan 
(including disaster recovery) which is tested from time to time. 

The Shire has a Business Continuity Plan which was reviewed and tested in conjunction 
with the Local Emergency Management Plan during 2018 to ensure the Shire can prepare 
for, and continue to operate after an incident or crisis.  This plan is a significant component 
of the Shire’s overall management of risk and increases the Shire’s recovery capabilities, 
ensuring decisions are made quickly, minimising financial, environmental and reputational 
impacts. 

3. Assessing the internal processes for determining and managing internal 
operating risks. 

The recent review of the Risk Management Framework included, but was not limited to, 
analysing the risks and confirming that appropriate internal controls are in place for the 
following areas: 

 Potential non-compliance with legislation, regulations and standards and local Shire 
policies; 

 Litigation and claims; 

 Misconduct, fraud and theft; 

 Significant business risks such as Occupational Safety and Health and how they are 
managed by the Shire. 

 
4. Assessing the adequacy of local government processes to manage insurable 

risks and ensure the adequacy of insurance cover. 

The Shire undertakes an annual insurance policy renewal process with its insurers LGIS 
from February to April each year.  LGIS provides advice in terms of recommended 
coverage.  The process includes reviewing each policy to ensure that the Shire has 
adequate coverage for all relevant insurable risks.  

5. Reviewing the effectiveness of the local government’s internal control system 
with management and the internal and external auditors.  

In accordance with the Local Government (Financial Management) Regulations 1996, a 
review of the appropriateness and effectiveness of the Shire’s financial management 
systems and procedures was completed in 2018.   

The results of the financial management review indicated that the overall effectiveness of 
the financial management systems and procedures of the Shire are reasonable and 
appropriate for the Shire’s current level of operation and structure.  The review was 
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presented to Council in June 2018 as a recommendation from the Audit and Risk 
Committee. 

As part of the Shire’s annual audit process the Shire’s external auditors provide a 
Management Report that provides comment on the Shire’s financial systems and 
procedures.  The external auditor’s management report is presented to the Audit and Risk 
Committee. 

The Audit and Risk Committee has adopted an internal audit charter. The purpose of the 
internal audit charter is to assist with the CEO’s review of the appropriateness and 
effectiveness of the Shire’s systems and procedures in relation to risk management 
internal control and legislative compliance.  The Shire’s current four year Corporate 
Business Plan includes an annual allocation of funds for the purpose of internal audit 
activities.  The Shire has undertaken two major internal audits; Procurement in 2016 and 
Light Fleet Vehicles in 2018. 

6. Assessing the Shire’s procurement framework with a focus on the probity and 
transparency of policies and procedures and whether these are being applied.  

The Shire has the following policies, organisational practices and procedures in place 
relating to procurement and incurring expenses on behalf of the Shire: 

 AS-04 – Purchasing Policy 

 OP-32 – Petty Cash (Organisational Practice) 

 OP-58 – Corporate Purchasing Card (Organisational Practice) 

 Admin-29 – Issue and use of Corporate Purchasing Cards (Procedure) 

 Admin-30 – Ordering of Goods and Services (Procedure) 

 Admin-31 – Quotations for Purchases of Goods and Services (Procedure) 

 Admin-32 – Signing of Cheques/Approval of Electronic Funds Transfer (Procedure) 

 Tender Guidelines 

 
All of the above documents are communicated to staff as part of the induction process and 
are also easily accessible on the staff intranet.  Finance and Governance staff also 
regularly reinforce and communicate the requirements of these documents to relevant 
staff. 

Internal Control 

Internal control is a key component of a sound governance framework, in addition to 
leadership, long-term planning, compliance, resource allocation, accountability and 
transparency.  The Shire’s current Governance Framework has been in place since June 
2016. This document will be reviewed and presented to the Audit and Risk Committee in 
2019.  

An effective and transparent internal control environment is built on the following key 
areas: 

 Integrity and ethics; 

 Policies and delegated authority; 
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 Levels of responsibilities and authorities; 

 Audit practices; 

 Information system access and security; 

 Management operating style; 

 Human resource management and practices.   

 
Internal control systems involve policies and procedures that safeguard assets, and 
ensure accurate and reliable financial reporting, promote compliance legislation and 
achieve effective and efficient operations.  Control systems will vary depending on the size 
and nature of a local government. 

Aspects of the Shire’s control framework include: 

 A register of delegated authority, which is reviewed and approved by Council on 
an annual basis; 

 Documented policies, organisational practices and procedures. These documents 
are reviewed and updated on a regular basis.  All new policies and policy reviews 
are adopted by Council on the recommendation of the Audit and Risk Committee; 

 The recruitment and retention of trained and qualified staff.  All Shire position 
descriptions stipulate the required experience and qualifications for each position 
as part of the selection criteria; 

 IT systems governance and controls; 

 The Audit and Risk Committee has an adopted internal audit charter in place. The 
Shire’s current four year Corporate Business Plan includes an annual allocation of 
funds for the purpose of internal audit activities; 

 A risk management framework that includes documentation of identified risks, 
assessment of those risks and assessment of the appropriate risk controls. 

 
The Shire has the following specific internal controls in place: 

 Separation of roles and duties relating to the processing and authorisation of 
financial transactions; 

 Processes in place for the approval of documents, letters and financial records; 

 Restrictions are in place as to the direct physical access to Shire assets and 
records; 

 Restrictions are in place to limit the access to Shire computer applications and 
information systems; 

 Limits on staff access to make changes in data files and systems; 

 Monthly maintenance and review of financial accounts and trial balances; 

 Monthly comparison, analysis and review of actual financial results with budgeted 
amounts; 

 Reporting, review and approval of financial payments and reconciliations; 

 Comparison of the results of physical cash and stock inventory accounts with the 
accounting records. 
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As mentioned earlier in the report the Shire does not have a complete minor 
assets/attractive items register. A complete register is to be developed and updated by 
June 2019. 

Legislative Compliance 

The compliance programs of the Shire are a strong indication of the Shire’s attitude 
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 and 
relevant Standards; and 

 Established staff/industry network channels for the sharing of knowledge, eg. 
Governance Network and Finance Professionals Network.  

 
Conclusion 

The overall conclusion from this review is that whilst there are areas for improvement 
which have been identified, overall the Shire has established appropriate systems and 
procedures for risk management, internal control and legislative compliance. 
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VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That Council notes the Chief Executive Officer’s review of the appropriateness and 
effectiveness of the Shire’s systems in regard to risk management, internal control and 
legislative compliance. 
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8.8 Review - Audit and Risk Committee - Terms of Reference  

 
 

File Code GV.MTG 6/1 

Author Paul O'Connor, Director Corporate Services  

Senior Employee Jonathan Throssell, Chief Executive Officer  

Disclosure of Any 
Interest 

Nil 

Attachments 1. Audit and Risk Committee - Terms of Reference (with 
tracked changes) ⇩  

2. Audit and Risk Committee - Terms of reference (without 
tracked changes) ⇩   

 
  

 

SUMMARY 

The Audit and Risk Committee (ARC) is required to conduct a review of its Terms of 
Reference (ToR) once every two years and provide Council with recommendations relating 
to any changes as a result of the review. 

A review was completed last year prior to the local government elections.  However further 
changes are required due to the Auditor General becoming responsible for the Shire’s 
audit in 2018/19 and some minor administrative matters. 
 
 

BACKGROUND 

The ToR of the Audit and Risk Committee were adopted by Council in September 2017 
(C3.09.17). 

The objective of the Committee is to assist Council in providing a transparent and 
independent process in its audit, risk and governance management to ensure 
accountability to the community in the governance and compliance framework and its’ 
financial and risk management responsibilities. 

Reports from the Committee will assist Council in discharging its legislative responsibilities 
of controlling the Shire’s affairs, determining the Shire’s policies for financial, audit, risk 
and governance matters and overseeing the allocation of the Shire’s finances and 
resources. 

The Committee will ensure openness in the Shire’s financial reporting and will liaise with 
the CEO to ensure the effective and efficient management of the Shire’s financial 
accounting systems, risk management framework, and compliance with legislation. 

STATUTORY / LEGAL IMPLICATIONS 

1. Local Government Act 1995 Part 5 

2. Local Government (Audit) Regulations 1996 r. 17 
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POLICY IMPLICATIONS 

Nil 

FINANCIAL IMPLICATIONS 

Nil 
 

STRATEGIC IMPLICATIONS 

Mundaring 2026 Strategic Community Plan 

Priority 1 - Governance 

Objective 1.1 – A fiscally responsible Shire that prioritises spending appropriately 

Strategy 1.1.4 – Practice effective governance and financial risk management 
 

SUSTAINABILITY IMPLICATIONS 

Nil 

RISK IMPLICATIONS 

Risk: Compliance – Terms of Reference out of date by not reflecting the Regulations. 
 

Likelihood Consequence Rating 

Possible Moderate Moderate 

Action / Strategy 

The amendments will enhance the ARC objectives and role in assisting Council provide a 
transparent and independent process in its audit, risk and governance management.  
Failure to update the ToR would be in breach of the Regulations. 
 

 
EXTERNAL CONSULTATION 
 
Nil 

COMMENT 

The proposed changes to the ToR are detailed hereunder: 

cl. Current Proposed 

4.3 A quorum will be four members Removed – not required - Local 
Government Act 1995 s 5.19 - Quorum 
for meetings – “The quorum for a 
meeting of a council or committee is at 
least 50% of the number of offices 
(whether vacant or not) of member of 
the council or the committee” 

9(a)(ii) As to the development of a process to 
be used to select and appoint a person 

Removed due to the Auditor General 
becoming responsible for local 
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to be an auditor 
 

government audits 

9(e) Consider the CEO’s biennial reviews 
of the appropriateness and 
effectiveness of the Shire of 
Mundaring’s systems and procedures 
in regard to risk management, internal 
control and legislative compliance and 
report to the Council the results of 
those reviews 

Replace biennial to three yearly  

9.1.3 Develop and recommend to Council 
an appropriate process for the 
selection and appointment of a person 
as the Shire of Mundaring’s auditor 

Removed due to the Auditor General 
becoming responsible for local 
government audits 

9.1.4 Recommend to Council the person or 
persons to be appointed as auditor 
 

Removed due to the Auditor General 
becoming responsible for local 
government audits 
 

9.3.2 Consider the CEO’s biennial reviews 
of the appropriateness and 
effectiveness of the Shire of 
Mundaring’s systems and procedures 
in regard to risk management, internal 
control and legislative compliance, 
required to be provided to the 
Committee, and report to the Council 
the results of those reviews 

Already considered in 9(e) 

 
ATTACHMENT 1 is the current Terms of Reference with tracked changes, and 
ATTACHMENT 2 is the proposed final version without tracked changes. 

 
 
VOTING REQUIREMENT 

Simple Majority  
 

RECOMMENDATION 

 
That Council adopts the revised Terms of Reference for the Audit and Risk Committee as 
reviewed in November 2018 (ATTACHMENT 2). 
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9.0 URGENT BUSINESS (LATE REPORTS)  

10.0 CLOSING PROCEDURES 

10.1 Date, Time and Place of the Next Meeting 

Tuesday, 19 February 2019 at 5.30pm in the Committee Room. 

10.2 Closure of the Meeting 
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