
 
 

 
 

 
 
Audit Committee 
Agenda 
 
 
 
 

 
Shire of Pingelly 

 
Audit Committee Meeting 

 
11 February 2021 

 
 
 
 
 
 
 
 
 
 
 

DISCLAIMER 
No responsibility whatsoever is implied or accepted by the Shire of Pingelly for any act, omission or statement or intimation 
occurring during Council or Committee meetings or during formal/informal conversations with staff. The Shire of Pingelly disclaims 
any liability for any loss whatsoever and howsoever caused arising out of reliance by any person or legal entity on any such act, 
omission or statement or intimation occurring during Council or Committee meetings or discussions. Any person or legal entity 
that act or fails to act in reliance upon any statement does so at the person’s or legal entity’s own risk. 
 
In particular and without derogating in any way from the broad disclaimer above, in any discussion regarding any planning 
application or application for a licence, any statement or limitation of approval made by a member or officer of the Shire of Pingelly 
during the course of any meeting is not intended to be and is not taken as notice of approval from the Shire of Pingelly. The Shire 
of Pingelly warns that anyone who has an application lodged with the Shire of Pingelly must obtain and only should rely on 
WRITTEN CONFIRMATION of the outcome of the application, and any conditions attaching to the decision made by the Shire of 
Pingelly in respect of the application. 

 
 
 

MISSION STATEMENT 
To enhance the quality of life for the people of Pingelly through the provision of leadership, services and infrastructure.  

17 Queen Street, Pingelly 
Western Australia 6308 
Telephone: 9887 1066 

admin@pingelly.wa.gov.au 

mailto:admin@pingelly.wa.gov.au


 
 
 

Shire of Pingelly 
 
 
 
 
Notice of Meeting 
 
Notice is given that a meeting of the Audit Committee will be held in the Council Chambers, 17 
Queen Street, Pingelly on 11 February 2021, commencing at 1pm. 
 
Your attendance is respectfully requested.  
 
 
 
Disclaimer 

 
The recommendations contained in this agenda are officers’ recommendations only and 
should not be acted upon until Council has resolved to adopt those recommendations. The 
resolutions of Council should be confirmed by perusing the minutes of the Council meeting at 
which these recommendations were considered. Members of the public should also note that 
they act at their own risk if they enact any resolution prior to receiving official written notification 
of Councils decision. 
 
 

 
 
Julie Burton 
Chief Executive Officer 
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PUBLIC QUESTION TIME INFORMATION 

 
 

The Shire of Pingelly welcomes community participation during public question time. This 
document is to be read in conjunction with the Shire of Pingelly Standing Orders Local Law 
2017 and the Local Government Act 1995 and the Local Government (Administration) 
Regulations 1996. 
 
1. A member of the public who raises a question during question time must: 

a. be in attendance at the meeting;  
b. first state their name and address;  
c. direct the question to the Presiding Member;  
d. ask the question briefly and concisely;  
e. limit any preamble to matters directly relevant to the question; and  
f. ensure that the question is not accompanied by any expression of opinion, statement 

of fact or other comment, except where necessary to explain the question. 
 

2. Each member of the public with a question is entitled to ask up to 3 questions before 
other members of the public will be invited to ask their questions. 
  

3. Where a member of the public seeks a written response to their questions to be tabled at 
a meeting, the member of the public must submit their questions to Council by no later 
than 12 noon on the day prior to the meeting date of which the response is to be tabled. 

  
4. Where a member of the public submits their questions after 12 noon on the day prior to 

the meeting date of which the response is to be tabled, a written response may be 
provided at the discretion of the presiding member. 

  
5. Where a member of the public submits a written question after 12 noon the day prior to 

the meeting at which they are to be tabled, a verbal response may be provided at the 
meeting. 

  
6. A member of the public may ask questions without notice at a meeting, provided they 

present a written copy of their questions to Council prior to the commencement of the 
meeting.  

 
 
Questions may be submitted by e-mail to admin@pingelly.wa.gov.au. 
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1. DECLARATION OF OPENING / ANNOUNCEMENT OF VISITORS 
The Chairman to declare the meeting open. 
 
1.1. ACKNOWLEDGEMENT OF COUNTRY 
We acknowledge the Noongar people of this area and recognise their continuing connection to 
land, waters and community. We pay respect to both the Aboriginal and non-Aboriginal people 
past, present and emerging. 
 
2. RECORD OF ATTENDANCE / APOLOGIES / APPROVED LEAVE OF ABSENCE 
 
3. RESPONSE TO PREVIOUS PUBLIC QUESTIONS TAKEN ON NOTICE 
Nil 
 
4. PUBLIC QUESTION TIME 
 
5. APPLICATIONS FOR LEAVE OF ABSENCE 
 
6. DISCLOSURES OF INTEREST 
The Local Government Act (Section 5.60 – 5.62) provides that it is the Councillor’s obligation to 
declare an interest if they believe that they have a financial interest, proximity interest, closely 
associated persons interest or an interest affecting impartiality in a matter being discussed by 
Council. 
 
The Act provides that the interest may be declared in writing to the Chief Executive Officer prior 
to the meeting or declared prior to discussion of the agenda item at the meeting. Forms for this 
purpose are available to Councillors. 
 
The Act further provides that the extent of the interest needs to be declared if the Councillor seeks 
to remain in the Chamber during the discussion, debate or voting on the item. 
 
A Councillor declaring a financial or proximity interest must leave the meeting prior to the matter 
being discussed or voted on (including the question as to whether they are permitted to remain in 
the Chamber). Councillors remaining in the Chamber may resolve to allow the member to return 
to the meeting to participate in the proceedings. 
 
7. CONFIRMATION OF MINUTES AND REPORTS 
Nil 
 
8. ANNOUNCEMENTS BY THE PRESIDING PERSON WITHOUT DISCUSSION 
 
 
9. PETITIONS / DEPUTATIONS / PRESENTATIONS / SUBMISSIONS 
Nil 
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10. BUSINESS 
 
10.1 Report on Audit Regulation 17 
 
File Reference:  ADM0074 
Location:   Not Applicable 
Applicant:   Not Applicable 
Author:   Chief Executive Officer 
Disclosure of Interest: Nil 
Attachments: Internal Audit Report 
 Scoring Assessment 
Summary 
The Shire of Pingelly Audit Committee is requested to accept the Report outlining the review 
pursuant to Regulation 17 of the Local Government (Audit) Regulations.  
 
Background 
Regulation 17 of the Local Government (Audit) Regulations requires the Chief Executive Officer 
to review the appropriateness and effectiveness of a local government’s systems and procedures 
in relation to risk management, internal control and legislative compliance. The results of the 
review are to be reported to the Audit Committee for review and deliberation, prior to endorsement 
by Council. 
 
In June 2018, Regulation 17 was amended with the period of review changed to be at least once 
every 3 financial years. This report is provided in accordance with that amended requirement and 
covers all aspects of the review (risk management, internal control and legislative compliance). 
 
The last report in relation to this matter was presented to Council in April 2018. 
 
Comment 
The review was conducted during November 2020, with the resulting report attached. The findings 
noted systems and processes supporting internal control and legislative compliance to be largely 
in place, with the gaps in Risk Management being slightly higher. The report outlines a number of 
improvement opportunities, including:  

1. Increase communication and training about the Risk Framework. 
2. Establish a risk register for the Shire, to ensure continual monitoring of risks. 
3. Formalise a risk management induction for new staff and councillors. 
4. Establish a strategic risk register to ensure these are considered, evaluated, and reviewed 

in the annual planning process.  
5. Review the Shire’s Business Continuity Plan. 
6. Review the Shire’s Disaster Recovery Plan. 
7. Establish a Misconduct Framework. 
8. Review the need for additional resources to meet Workplace Health and Safety changing 

legislation. 
9. Consider electronic purchase orders linked to budget allocations. 
10. Review the training requirements and associated budget to ensure all staff have sufficient 

training to allow for the multiskilling requirements of a small local government. 
11. Consider the need for additional resources to be allocated to internal audits. 
12. Consider regular meetings of the Audit and Risk Committee to review risks, internal audits 

and compliance matters. 
 
The above findings are expected due to the size and limited resources of a small local 
government. In order to implement the improvements, an initial injection of resources is required 
to establish several registers and Plans, which can then be maintained at a lower resource level. 
Items 1 – 8 above require a workforce allocation, and Items 9-10 require additional financial 
resources.  
 
Resources will continually be assessed in order to progress the recommendations in the Report.   
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Consultation 
Audit and Risk Committee 
 
Statutory Environment  
Regulation 17 Local Government (Audit) Regulations 1996  
 
Policy Implications 
There are no policy implications arising from this report. 
 
Financial Implications 
No financial implications arise from the recommendation.  
 
Strategic Implications 
Goal 5 Innovation, Leadership and Governance 
Outcome 5.5 Financial resources are appropriately managed 
Strategy 5.5.1 Financial management and reporting systems are able to deliver on all 

administrative and management functions (including reporting) and 
long term financial planning requirements.  

Action 5.5.1.2 Undertake a review of Risk Management Systems 
 
Risk Implications 
Risk Failure to undertake required audits would result in 

non compliance, and also an inability to assess the 
various controls and process in place.  

Risk Rating (Prior to Treatment or Control) Reputational 
Principal Risk Theme Moderate (9) 
Risk Action Plan (Controls or Treatment 
Proposed) 

Resources will be continually assessed in order to 
achieve progression in the areas identified for 
improvement.  

 
Consequence  Insignificant Minor Moderate Major Catastrophic 

Likelihood  1 2 3 4 5 
Almost Certain 5 Medium (5) High (10) High (15) Extreme (20) Extreme (25) 
Likely 4 Low (4) Medium (8) High (12) High (16) Extreme (20) 
Possible 3 Low (3) Medium (6) Medium (9) High (12) High (15) 
Unlikely 2 Low (2) Low (4) Medium (6) Medium (8) High (10) 
Rare 1 Low (1) Low (2) Low (3) Low (4) Medium (5) 

 
Voting Requirements  
Simple Majority 
 
Recommendation 
That the Audit Committee accept and endorse the review of the appropriateness and 
effectiveness of the systems and procedures in relation to risk management, internal 
control and legislative compliance, pursuant to Regulation 17 of the Local Government 
(Audit) Regulations.  
 
 
 
 
Moved:  _____________________________  Seconded:  ___________________________ 
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Internal Audit Report November 2020 
 
 

Auditor: Margaret Hemsley 
 

 
Principal Consultant LG People and Culture  

 
 

 www.lgpeople.com.au 
 

  
 
 
 
 
 Risk Based Organisational and Professional Development Services   
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INTERNAL AUDIT 2020 

1. Background  
The Local Government Act 1995 (the Act) requires that all local governments establish an audit committee. An 
audit committee plays a key role in assisting a local government to fulfil its governance and oversight 
responsibilities in relation to financial reporting, internal control structure, risk management systems, legislative 
compliance, ethical accountability and the internal and external audit functions.    
 
The CEO is required to provide biennial reviews of the appropriateness and effectiveness of the Shire's systems 
and procedures relating to risk management, internal control and legislative compliance to the audit committee, 
who will review this along with the results of the annual CEOs report and Compliance Audit return. The biennial 
review will require an internal audit carried out by a person who is not involved in the operational management 
of the Shire or the functions being audited.    
 
Internal auditing is an independent, objective assurance and consulting activity designed to add value and 
improve an organisation’s operations. It helps an organisation accomplish its objectives by bringing a systematic, 
disciplined approach to evaluate and improve the effectiveness of risk management, control, and governance 
processes.  
 
The audit tool has been developed in good faith by LG People and Culture, addressing Appendix 3 of the Local 
Government Operational Guidelines - Number 9 - Audit in Local Government. This will assist the Shire to assess 
and report on their internal environment, functions and procedures for inclusion in the CEO biennial review, 
and to support organisational development and continuous improvement. The audit is to be viewed in 
conjunction with Section 7 (Internal Control Framework) of the Western Australian Local Government 
Accounting Manual which provides guidelines on specific sections of controls to review.   
 
The four sections of the Internal Audit are as follows:   

− Risk Management Systems and Processes 
− Determining and Managing Material Operating Risks 
− Internal Control 
− Legislative Compliance 

 
Ref: Local Government Operational Guidelines No. 9 Audit in Local Government Appendix 3.  

 

2. Internal Audit Process 2020 
On 18th November 2020 Margaret Hemsley, Principal Consultant of LG People and Culture met with the Council 
and Executive Managers to carry out an internal audit in relation to the sections outlined in the background 
section above.  Additional and relevant information was obtained from the CEO subsequently.  
 
Participants of the internal audit process were CEO Julie Burton, Executive Manager Corporate Services Deanne 
Sweeney, President Cr William Mulroney, Councillors: David Freebairn; Kacey Hastings; Bryan Hotham; Anthony 
Oliveri; Peter Wood; Peter Narducci. The Council also are the Audit and Risk Committee, and it was in that 
context that they were part of this audit based forum to explain the requirements of the audit and subsequently 
determine where the Shire currently at in addressing requirements as per  No. 9 Audit in Local Government – 
The outcomes of the audit demonstrate the current situation and discuss opportunities for continuous 
improvement and due diligence in monitoring and reporting on the relevant sections of the Audit.    
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The attached completed audit tool has been colour coded to demonstrate the level of implementation of those 
strategies outlined in the Audit Guidelines. It also includes some suggestions for improvements 
This report should be read in conjunction with the Internal Audit 2020 Results Spreadsheet.  

3. Internal Audit Outcomes 
The current CEO and Executive are relatively new to the Shire and there is not a discoverable history of previous 
internal audits. Despite having been involved in a varying degree in risk management workshops the Council in 
general were unsure of how it is implemented effectively.   
  
3.1 Risk Management Systems and Processes  
 
Background: Internal control and risk management systems and programs are a key expression of a local 
government’s attitude to effective controls. A good audit committee practices in monitoring internal control and 
risk management programs 
 
 
General findings 
The Shire can demonstrate a commitment to risk management 
and monitoring, but they acknowledge there is still some work 
to do in integrating and embedding it through the organisation. 
There are indicators described as sections.  
 
 
 
Council and Executive well demonstrated they are committed to implementing and communicating risk 
management across the organisation and will build on work done in the past to create a well-managed and risk 
aware organisation.  The Business Community and disaster recovery plans are in place and both due for review 
and update.  
 
Identified Items for ongoing improvement in risk management systems and processes: 
 
Section 1.1.2: Does the Shire have an organisational wide risk management framework in place? 
 
Findings  
There is a risk management framework in place and has been communicated to Council and there is a Risk 
Management Framework brochure in the organisation. Improvement is recommended in the communication 
of the framework and its relevance to general and senior staff in relation to their own working environment. 
This can be achieved through the development and implementation of a Risk Management Employee Induction 
Manual that is given to current and future staff and Elected Members.  
 
Section 1.1.3: Does the Shire have a risk register that is regularly reviewed to ensure that risks are addressed 
and closed out? 
 
Findings  
Risk management responsibility has been assigned but there is not yet a formal risk register in place to ensure 
risks are addressed and closed out, or to be communicated to the Executive and Council to monitor the risk 
status of the Shire.  
 

Risk management systems and 
process – 15 sections  

Progress 
2020 

Unsure or not in place  3 – 20%  
Developing 2 –13% 
Implemented  7 –47 %  
Monitored and Reviewed  3 –20% 
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Section 1.1.4: Is the risk management policy communicated to all current staff, and included in induction 
processes? 
 
Findings  
While it has been communicated to the Council and Senior Management, it has not been fully communicated 
across the organisation as is required in a risk management policy. The Shire must ensure all new and existing 
staff are trained in risk management to the level of their involvement.  In transcribing and delivering this 
information to staff, it would need to be in a simplified form that is relevant to the sections of risk identification 
in strategy and operations.  This can be achieved by the strategy outlined for Section 1.1.3  
 
Section 1.1.6: Are strategic risks considered, evaluated, and reviewed in annual planning processes? 
This is a developing area of risk management for the Shire. There is a strategic risk management table in place 
that is included in the strategic plan. The risk controls outlined in it rely heavily on the robustness of 
underpinning components of the integrated planning and reporting framework, council policy and components 
of this internal audit to be in place.   
 
Strategic risks may well be addressed somewhat through the agenda process of Council that includes a risk 
assessment , but there needs to be a formal strategic risk register to ensure appropriate recording of 
assessment, appropriate controls and appropriate reviews and reporting to Council in a timely manner.  
 
Section 1.1.7 Are material operating risks appropriately considered in the Shire. 
There is development in progress, but risk management, excluding occupational safety and health risk 
management, is not yet fully implemented across the organisation through induction of new staff and more 
formal introduction to general staff and line managers across the organisation.  
 
Section 1.1.9 Is risk management an agenda item at staff or stakeholder meetings?   
 
Not in place at the moment but can be addressed by mandating it as an agenda item at all meetings – discussions 
perhaps phrased as  -  Are there any things in our workplace, environment, tasks or duties that concern us, or 
are going to prevent us achieving our goals or objectives?  This is however a different discussion to the legislated 
OHS requirements as each are addressed in a different manner.   
 
Section 1.1.10: Is risk management a key performance indicator on all senior management position 
descriptions?  
 
Findings 
Risk Policies/Procedures/Guidelines are communicated to senior staff however is not a measurable key 
performance indicator (KPI). An improvement would be to add a risk statement to all senior staff position 
descriptions.  
 
1.1.11: Does the Shire have a regular risk identification, review and reporting process overseen by senior 
management? 
 
This is not formally in place, but risk awareness is demonstrated by Council and senior staff. The introduction of 
a formal risk register to be regularly reviewed and discussed will underpin this process development. 
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1.1.12 Does the Shire have a business continuity plan?  1.1.13 Is the Business Continuity Plan tested from time 
to time? 
 A business continuity plan is in place but considered not to be of high quality, nor has it been robustly tested. 
It is planned that it will be reviewed and retested soon. 
 
1.1.14 Does the Shire have a Disaster Recovery Plan?  1.1.15 Is the Disaster Recovery Plan tested from time to 
time? 
There is a Disaster Recovery plan in place that is due for review. It has been monitored with desktop reviews 
since inception. It is due to be reviewed by LEMAC to identify any gaps.  
   
3.2 Determining and Managing Material Operating Risks 
 
Findings  
In this section of risk management relating to issues such 
as policy, procedure, financial management, legislative 
compliance and management controls, the Shire is 
demonstrating exceptional results in managing these risks.  
Of the 13 indicators in this section the result has improved 
since the last audit as outlined in the table below.  
 
The Shire has appropriate systems and processes in place in the main. There is only one section that is still in 
development relating to misconduct and two sections addressing management controls for unusual or high- risk 
transactions and purchase order systems and processes that may need a higher degree of oversight to address 
possible misconduct or budget overspends.  
 
There is one section that will be an emerging area of update due to legislative changes in occupational health 
and safety that will need additional resources most likely in 2021_22 to address compliance and changes to 
organisational policy.   
 
NB. The Work Health and Safety Bill 2019 was passed as the Work Health and Safety Act 2020 (WHS Act) and 
assented to by the Governor on 10 November 2020. The WHS Act will not commence until proclamation.  The 
WHS regulations have to be finalised before proclamation occurs.  Work on the WHS regulations will progress 
through 2021. 
 
Ref:https://www.commerce.wa.gov.au/worksafe/november-2020-work-health-and-safety-act-2020-receives-assent 
 
Identified Items for ongoing improvement arising from this section: 
 
Section1.2.4: Is there a process in place to identify misconduct, fraud or theft risks that includes monitoring, 
review and a treatment plan should they eventuate? 
There is a policy in place but no established misconduct framework in place yet. 
 
Section 1.2.6 Does the Shire have systems in place to address Occupational Safety and Health risks? 
Currently yes but conscious that there may be more to do with the WHS legislation emerging that will be more 
onerous to manage and to comply with. This area should be monitored for when the Act comes into effect 
ensuring that the inevitable changes are resourced in transition.   
 

Determining and Managing 
Material Risks – 13 sections  

Progress 
2020 

Developing 1 -    7%  
Implemented  8 – 62% 
Monitored and Reviewed  4 – 31% 
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1.2.11 Does management have controls in place for unusual types of transactions or transactions that may 
carry more than acceptable degrees of risk? 
Operational checks and balances, including purchasing authorities are in place. Could be improved by having  
electronic purchase order linked to budget allocations 
Also a process in place for reporting of unusual transaction identified by finance officers; and purchase orders 
linked to significant or high risk budget allocations, that are overseen by the Audit and Risk Committee.   
 
1.2.13 Does the Shire have a process / checklist approach to ensure the tenders and procurements policies 
and processes are always being applied?     
 
Policies and regular reporting are in place. For continuous improvement, review whether this includes a 
stringent process for procurement including a corporate management procedure in place that prescribes and 
mandates the tender / quote  / purchasing process and that checks and balances are in place to ensure it is 
always followed; electronic  purchase orders are linked to budget limits for users and line items; CEO having 
final sign off; and accounts payable officer matching invoices to purchase orders and reconciling statements. 
          
3.3 Internal Control  
Background  
Internal control is a key component of a sound governance framework, in addition to leadership, long-term 
planning, compliance, resource allocation, accountability and transparency. Strategies to maintain sound 
internal controls are based on risk analysis of the internal operations of a local government. An effective and 
transparent internal control environment is built on the following key sections: 

− integrity and ethics. 
− policies and delegated authority. 
− 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, ensure accurate and reliable 
financial reporting, promote compliance with legislation and achieve effective and efficient operations and may 
vary depending on the size and nature of the local government. 
 
Findings 
In this area the Shire have in general addressed internal 
control sections of the Audit, but there are 
opportunities for improvement in improved policy and 
procedure review guidelines, training and development 
to ensure appropriate skills in place, Risk identification 
and assessment documentation; and ensuring regular 
internal audits henceforth.   

 
 
 
 
 
 

Internal Control – 21 sections Progress 2020   

Unsure or not in place  1 - 5%  
Developing 2 – 10% 
Implemented  15 –71% 
Monitored and Reviewed  3 – 14% 
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Identified Items for ongoing improvement arising from this section: 
 
Section 2.3: Is there an effective process in place for policy and procedure reviews? 
Current Policy Manual contains a policy that requires all policies (except town planning to be reviewed at a 
minimum of two years. Guidelines for policies and procedures could be improved with the CEO and Executives 
involved in reviewing policies and procedures relevant to the areas of their control ensuring all policies are 
reviewed annually for changes to legislation, regulations, or circumstances.  
 
Section 2.4 Are all staff qualified and trained in the area of their principal responsibility?  
Currently this is the case if the training budget is adequate to address gaps. An improvement opportunity is to 
ensure there is a training matrix in place and reviewed at budget time to ensure there is adequate budget in 
place to address skill gaps and multiskilling requirements. The recruitment process should include a review of 
the position in general and the position description should outline the skills required for replacement when a 
vacancy occurs.  
 
Section 2.6: Are regular internal audits carried out?  
The Financial Management Systems review is carried out regularly (every 3 years as per recently amended 
regulations). This is the predominant internal audit for smaller local governments with no resources for an 
internal auditor as a member of staff. Continuous improvement would be to ensure the Audit and Risk 
committee instruct the CEO to arrange the next one in 2022 and biennial thereafter, resourcing this independent 
activity as a budget allocation linked to the internal audit timeline.    
 
Section 2.7: Are risk identification and assessments activities documented?  
Risk identification and assessment activities are in place but not yet fully following the processes as outlined in 
the Shire's risk management policy section 4.4 :  a) Communicating the Risk Management Policy throughout the 
Shire; b) Establishing risk management processes across the Shire’s operations;  
 
The CEO is committed to developing strategies to communicate the policy to all staff and to develop the 
underpinning procedures and documentation processes.  
 

3.4 Legislative Compliance  
Background 
The compliance programs of a local government are a strong indication of attitude towards meeting legislative 
requirements. The audit committee practices with a regard to monitoring compliance programs.  
 
 
Findings  
The Shire is demonstrating good governance intent, 
processes, and oversight in this area in the main. There 
are a few areas that can demonstrate continuous 
improvement 
 
 
 
 
 

Legislative Compliance - 10 Sections  Progress 
2020   

Unsure or not in place  1 – 10%  
Developing 1 – 10%  
Implemented  5 – 50% 
Monitored and Reviewed  3 – 30% 

Shire of Pingelly Audit and Risk Committee Meeting Agenda 11 February 2021

14



Identified Items for ongoing improvement arising from this section: 
 
Section 3.5: Is there a process that gives the Audit Committee assurance that adverse trends are identified 
and reviews management’s plans to deal with these? 
 
Consider Bi-annual item to the Finance, Audit and Risk Committee with ad hoc periodical reviews as necessary 
through the year, and direct discussion between the Auditors and Council/Committee at least annually. 
 
3.6 Is there a process to for the Audit committee to review management disclosures in financial reports of the 
effect of significant compliance issues? 
 
Conflict of interest declarations in place.  Improvement opportunities - Regular meetings of the ARC with 
appropriate terms of reference; review of external audits and monthly management reports 
 
3.7 Is there a process to review whether the internal and / or external auditors have regard to compliance and 
ethics risks in the development of their audit plan and in the conduct of audit projects, and report compliance 
and ethics issues to the audit committee? 
 
This was previously part of the tender specifications which the contract is developed & finalised with the 
auditors.  Amendment to the Local Government Act that enables the Office of Auditor General to audit Councils 
require rigorous process in this area 
 
3.8 Is there a process to determine the internal auditor’s role in assessing compliance and ethics risks in their 
plan? 
 
This should form part of the specifications upon which the contract is developed and finalised with the Internal 
Auditor 
 
3.9 Is there a process to monitor the Shire's compliance frameworks dealing with relevant external legislation 
and regulatory requirements? 
 
Local Government Department reports and updates, monitor of State and Commonwealth Laws and 
Regulations.  - additional checks include CAR monitored by Council and Executive and is reported in the Annual 
Report. All Staff Reports presented to Council & Committees should refer to the "Statutory Implications"   
 
3.10 Is there a process in place to ensure Audit Committee members are complying with legislative and 
regulatory requirements imposed on them, including not misusing their position to gain an advantage for 
themselves or another or to cause detriment to the Shire and disclosing conflicts of interest? 
 
The process is focused on terms of reference, review and compliance with conflict of interest requirements can 
be improved by ensuring Elected Members are informed of responsibilities, have a copy of the Code of Conduct, 
and have training offered with a reasonable level of uptake. 
 
4. Summary  
In carrying out this audit I find there is a seamless level of transparency between the Council and the Executive 
Officers in governance and operations with a commitment to support and further develop emerging  risk 
management systems and processes that will support and inform decision making into the future.  There are 
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improvements to be made in communication and tailoring of risk management processes to departmental levels 
and to individual employees, and the development and implementation of risk management tools and systems. 
 
Council and Senior staff and Council show commitment to legislative compliance and continuous improvement. 
The Shire continues to improve in a manner that is remarkable given its workforce size that is a testament to 
the good leadership group and the diligent staff.  Commitment and teamwork are evident between the Council, 
executive and general staff.  
 
I find the systems and processes supporting internal control and legislative compliance to be in place in the main 
and seem well communicated. The audit committee should review progress of improvement at a minimum of 
twice a year, and the Council and Executive will deal with relevant issues as they arise.  
 
 
Margaret Hemsley CAHRI.  
Principal Consultant:       LG People and Culture:     ABN: 25614586627  
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1 Risk Management 
1.1 Risk Management Systems and Processes 

Unsure or not 
in place (U)

Planned (P) Developing (D) Implemented (I) Monitored / 
Reviewed (MR) 

1.1.1 Does the Shire have a Risk Management Policy, with formal risk appetite and tolerance levels included?  MR 

1.1.2 Does the Shire have an organisational wide risk management framework  in place? I

1.1.3 Does the Shire have a risk register that is regularly reviewed to ensure that risks are addressed and closed out? I

1.1.4 Is ther risk management policy communicated to all current staff, and included in induction processes? I

1.1.5 Has responsibility for risk management been included in the organisational structure with responsibility assigned? I

1.1.6 Are strategic risks considered, evaluated and reviewed in annual planning processes? D

1.1.7 Are material operating risks appropriately considered in the Shire? D

1.1.8 Does risk management form part of the Council agenda item requirements? MR

1.1.9 Is risk management an agenda item at  staff or stakeholder meetings?  U

1.1.10 Is risk management a key performance indicator on all senior management position descriptions? U

1.1.11 Does the Shire have a regular risk identification, review and reporting process overseen by senior management? U

1.1.12 Does the Shire have a business continuity plan? I

1.1.13 Is the Business Continuity Plan tested from time to time? I

1.1.14 Does the Shire have a Disaster Recovery Plan? I

1.1.15 Is the Disaster Recovery Plan tested from time to time? MR

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

Audit Date: 18/11/2020Auditor - Margaret Hemsley Internal Audit Tool- Addressing  WA Local Government (Audit) Regulations 1996 

The Local Government Act 1995 (the Act) requires that all local governments establish an audit committee. An audit committee plays a key role in assisting a local government to fulfil its governance and oversight 
responsibilities in relation to financial reporting, internal control structure, risk management systems, legislative compliance, ethical accountability and the internal and external audit functions.   The audit tool has 
been developed in good faith by LG People and Culture, addressing Appendix 3 of the Local Government Operational Guidelines - Number 9 - Audit in Local Government. This will assist the Shire to assess and report 
on their internal environment, functions and procedures for inclusion in the CEO   review, and to support organisational development and continuous improvement. The audit is to be viewed in conjunction with 
Section 7 (Internal Control Framework) of the Western Australian Local Government Accounting Manual which provides guidelines on specific sections of controls to review   
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Determining and Managing Material Operating Risks 6

1.2.1 Does the Shire have a system or processes to ensure compliance with Legislation, Regulations. Standards and Shire Policies? MR

1.2.2 Does the Shire have a process to address accounting judgements or estimates that prove to be wrong? I

1.2.3 Does the Shire have a formal process to deal with claims and litigations? I

1.2.4 Is there a process in place to identify misconduct, fraud or theft risks that includes monitoring, review and a treatment plan 
should they eventuate?

D

1.2.5 Does the Shire have systems and processes to prevent or uncover misconduct, fraud and theft? I

1.2.6 Does the Shire have systems in place to address Occupational Safety and Health risks? MR

1.2.7 Does the Shire have systems in place to address environmental risks? I

1.2.8 Does the Shire have systems and processes in place to address business risks?  I

1.2.9 Does the Shire have a process to manage insurable risks and ensure the adequacy of insurance? MR

1.2.10 Does the Shire have formal processes to review the effectiveness of the internal control systems with management, internal and 
external auditors? 

MR

1.2.11 Does management have controls in place for unusual types of transactions or transactions that may carry more than acceptable 
degrees of risk? 

I

1.2.12 Does the Shire have a formal tenders and procurement system and process in place with a focus on probity and transparency of 
policies and procedures? 

I

1.2.13 Does the Shire have a process / checklist approach to ensure the tenders and procurements policies and processes are being 
applied at all times?                                               

I
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2 Internal Control 8
Unsure or 
not in place 
(U)

Planned 
(U)

Developing 
(D)

Implemented (I) Monitored / 
Reviewed (MR) 

2.1 Does the Shire have a formal delegation of authority system and process? MR

2.2 Does the Shire have documented policies and procedures? MR

2.3 Is there an effective process in place for policy and procedure reviews? I

2.4 Are all Shire staff qualified and trained in the areas of their principal responsibility? I

2.5 Are there controls on all formal systems and processes? I

2.6 Are regular internal audits carried out? D

2.7 Are risk identification and assessments activities documented? D

2.8 Does the Shire have regular liaison with the Shire Auditors? U

2.9 Does the Shire have regular liaison with legal advisors? I

2.10 Is there a process to review the effectiveness of internal controls? I

2.11 Is there a process for ensuring separation of roles and functions in processing and authorisation? I

2.12 Is there a process in place for control of approval of documents, letters and financial records? I

2.13 Is there a process for comparison of internal data with other external sources of information? I

2.14 Is direct physical access to assets and records limited? I

2.15 Are controls in place relating to computer applications and information system standards? I

2.16 Is access limited to make changes in data files and systems? I

2.17 Is there regular maintenance and review of financial control accounts and trial balances? I

2.18 Is there a process to regularly comparison and analysis of financial results with budgeted amounts? MR

Internal control is a key component of a sound governance framework, in addition to leadership, long-term planning, compliance, 
resource allocation, accountability and transparency. Strategies to maintain sound internal controls are based on risk analysis of the 
internal operations of a local government.  An effective and transparent internal control environment is built on the following key areas:
■   integrity and ethics.
■   policies and delegated authority.
■   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, ensure accurate and reliable financial reporting, promote 
compliance with legislation and achieve effective and efficient operations and may vary depending on the size and nature of the local 
government.
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2.19 Is there a process to review  the arithmetical accuracy and content of records? I

2.20 Is there a process to review and report on approval of financial payments and reconciliations? I

2.21 Is there a process to compare the result of physical cash and inventory counts with accounting records? I
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3 Legislative Compliance 15
Unsure or 
not in place 
(U)

Planned 
(U)

Developing 
(D)

Implemented (I) Monitored / 
Reviewed (MR) 

3.1 Is there a process in place for monitoring compliance with legislation and regulations? MR

3.2 Is there a process in place to review the annual Compliance Audit Return and report to Council the results of that review? MR

3.3 Is there a process for the audit committee to stay informed on how management is monitoring the effectiveness of its 
compliance and making recommendations for change as necessary?

MR

3.4 Does the Shire have procedures for it to receive, retain and treat complaints, including confidential and anonymous employee 
complaints?

I

3.5 Is there a process that gives the Audit Committee assurance that adverse trends are identified and reviews management’s plans 
to deal with these?

D

3.6 Is there a process  to for the Audit committee to review management disclosures in financial reports of the effect of significant 
compliance issues?

I

3.7 Is there a process to review whether the internal and / or external auditors have regard to compliance and ethics risks in the 
development of their audit plan and in the conduct of audit projects, and report compliance and ethics issues to the audit 
committee?

I

3.8 Is there a process to determine the internal auditor’s role in assessing compliance and ethics risks in their plan? U

3.9 Is there a process to monitor the Shire's compliance frameworks dealing with relevant external legislation and regulatory 
requirements?

I

3.10 Is there a process in place to ensure Audit Committee members are complying with legislative and regulatory requirements 
imposed on them, including not misusing their position to gain an advantage for themselves or another or to cause detriment to 
the Shire,  and disclosing conflicts of interest?

I

The compliance programs of a local government are a strong indication of attitude towards meeting legislative 
requirements. Audit committee practices in regard to monitoring compliance programs typically include the following 
that should be audited.  
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10.2 Compliance Audit Return 2020 

File Reference: ADM0074 
Location: Not Applicable 
Applicant: Not Applicable 
Author: Executive Manager Corporate Services 
Disclosure of Interest: Nil 
Attachments: Compliance Audit Return 31 December 2020 
Previous Reference: Nil 

Summary 
The Compliance Audit Return 2020 (CAR) is submitted to the Audit Committee consideration and 
endorsement. 

Background 
The Local Government (Audit) Regulations 1996 requires every local government to carry out a 
Compliance Audit for the period 1 January to 31 December each year, and to complete a 
Compliance Audit Return (CAR) as produced by the Department of Local Government, Sport and 
Cultural Industries. 

The CAR is to be: 
• Reviewed by the Audit and Risk Committee;
• Presented to Council at a meeting of the Council;
• Adopted by the Council; and
• Recorded in the minutes of the council meeting at which it is adopted.

After the CAR has been presented to and adopted by Council, a certified copy is to be signed by 
the Shire President and Chief Executive Officer (CEO) for lodgement with the Department by 31 
March, together with the relevant section of the council minutes and any additional information 
explaining or qualifying the compliance audit. 

Comment 
The CAR is one of the tools available to Council in its governance monitoring role. The CAR also 
forms part of the Department of Local Government’s monitoring program.  The 2020 CAR once 
again places emphasis on the need for Council to be aware and acknowledge instances of non-
compliance, or where full compliance was not achieved. In addition, the CAR also requires (if 
applicable) Council to endorse details of remedial action either taken or proposed, to prevent 
future like occurrences. 

The 2020 CAR has been completed by Management and is presented as an attachment to this 
Report for consideration/review by the Audit and Risk Committee, prior to it being submitted to 
Council. The 2020 CAR has identified no instances of non-compliance. 

The 2020 CAR, once adopted by Council, will be signed by the Shire President and CEO and 
then forwarded to the Director General of the Department of Local Government by 31 March 2021. 

Consultation:  
Chief Executive Officer 

Statutory Environment: 
Local Government (Audit) Regulations 1996 
Regulation 13 – Prescribed statutory requirements for which compliance audit is needed (Act s. 
7.13910(i)) 
Regulation 14 – Compliance audits by local Governments 
Regulation 15 – Compliance audit return, certified copy of etc. to be given to Executive Director 
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Policy Implications: 
There are no policy implications arising from this report. 

Financial Implications: 
There are no known financial implications upon either the Council’s current budget or long-term 
financial plan. 

Strategic Implications: 
Goal 5 Innovation, Leadership and Governance 
Outcome Nil applicable 
Strategy Nil applicable 

Risk Implications 
Risk Completion of the return assists local 

governments to enhance or develop their 
internal control processes to assist in minimising 
corporate and statutory risk. There is also a risk 
of non-compliance should the certified 
compliance audit return not be submitted to the 
Department of Local Government, Sport and 
Cultural Industries by 31 March 2021 

Risk Rating (Prior to Treatment or Control) Medium (6) 
Principal Risk Theme Reputational and Legislative Compliance 
Risk Action Plan (Controls or Treatment 
Proposed) 

No further actions proposed. 

Risk Matrix 
Consequence Insignificant Minor Moderate Major Catastrophic 

Likelihood 1 2 3 4 5 
Almost Certain 5 Medium (5) High (10) High (15) Extreme (20) Extreme (25) 
Likely 4 Low (4) Medium (8) High (12) High (16) Extreme (20) 
Possible 3 Low (3) Medium (6) Medium (9) High (12) High (15) 
Unlikely 2 Low (2) Low (4) Medium (6) Medium (8) High (10) 
Rare 1 Low (1) Low (2) Low (3) Low (4) Medium (5) 

Voting Requirements: 
Simple Majority 

Recommendation: 

That the Audit Committee endorse the Compliance Audit Return (CAR) for the 2020 
calendar year as attached.  

Moved:_______________________________  Seconded:  _______________________ 
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Pingelly - Compliance Audit Return 2020

No  Reference Question Response Comments Respondent

1 s3.59(2)(a) F&G 
Regs 7,9,10

Has the local government prepared a 
business plan for each major trading 
undertaking that was not exempt in 
2020?

N/A Deanne Sweeney

2 s3.59(2)(b) F&G 
Regs 7,8,10

Has the local government prepared a 
business plan for each major land 
transaction that was not exempt in 
2020?

N/A Deanne Sweeney

3 s3.59(2)(c) F&G 
Regs 7,8,10

Has the local government prepared a 
business plan before entering into each 
land transaction that was preparatory 
to entry into a major land transaction 
in 2020?

N/A Deanne Sweeney

4 s3.59(4) Has the local government complied 
with public notice and publishing 
requirements for each proposal to 
commence a major trading 
undertaking or enter into a major land 
transaction or a land transaction that is 
preparatory to a major land 
transaction for 2020?

N/A Deanne Sweeney

5 s3.59(5) During 2020, did the council resolve to 
proceed with each major land 
transaction or trading undertaking by 
absolute majority?

N/A Deanne Sweeney

Commercial Enterprises by Local Governments

Certified Copy of Return
Please submit a signed copy to the Director General of the Department of Local Government, Sport and Cultural Industries 
together with a copy of the relevant minutes.
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No  Reference Question Response Comments Respondent

1 s5.16 Were all delegations to committees 
resolved by absolute majority?

Yes Deanne Sweeney

2 s5.16 Were all delegations to committees in 
writing?

Yes Deanne Sweeney

3 s5.17 Were all delegations to committees 
within the limits specified in section 
5.17?

Yes Deanne Sweeney

4 s5.18 Were all delegations to committees 
recorded in a register of delegations?

Yes Deanne Sweeney

5 s5.18 Has council reviewed delegations to its 
committees in the 2019/2020 financial 
year?

Yes Ordinary Council Meeting 
June 2020

Deanne Sweeney

6 s5.42(1) & s5.43 
Admin Reg 18G

Did the powers and duties delegated to 
the CEO exclude those listed in section 
5.43 of the Act?

Yes Deanne Sweeney

7 s5.42(1) Were all delegations to the CEO 
resolved by an absolute majority?

Yes Deanne Sweeney

8 s5.42(2) Were all delegations to the CEO in 
writing?

Yes Deanne Sweeney

9 s5.44(2) Were all delegations by the CEO to any 
employee in writing?

Yes Deanne Sweeney

10 s5.16(3)(b) & 
s5.45(1)(b)

Were all decisions by the council to 
amend or revoke a delegation made by 
absolute majority?

Yes Deanne Sweeney

11 s5.46(1) Has the CEO kept a register of all 
delegations made under Division 4 of 
the Act to the CEO and to employees?

Yes Deanne Sweeney

12 s5.46(2) Were all delegations made under 
Division 4 of the Act reviewed by the 
delegator at least once during the 
2019/2020 financial year?

Yes Deanne Sweeney

13 s5.46(3) Admin 
Reg 19

Did all persons exercising a delegated 
power or duty under the Act keep, on 
all occasions, a written record in 
accordance with Admin Reg 19?

Yes Deanne Sweeney

Delegation of Power/Duty

No  Reference Question Response Comments Respondent

1 s5.67 Where a council member disclosed an 
interest in a matter and did not have 
participation approval under sections 
5.68 or 5.69, did the council member 
ensure that they did not remain 
present to participate in discussion or 
decision making relating to the matter?

Yes Deanne Sweeney

Disclosure of Interest
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No  Reference Question Response Comments Respondent

2 s5.68(2) & s5.69
(5) Admin Reg 21A

Were all decisions regarding 
participation approval, including the 
extent of participation allowed and, 
where relevant, the information 
required by Admin Reg 21A, recorded 
in the minutes of the relevant council 
or committee meeting?

Yes Deanne Sweeney

3 s5.73 Were disclosures under section 
sections 5.65, 5.70 or 5.71A(3) 
recorded in the minutes of the meeting 
at which the disclosures were made?

Yes Deanne Sweeney

4 s5.75 Admin Reg 
22, Form 2

Was a primary return in the prescribed 
form lodged by all relevant persons 
within three months of their start day? 

Yes Deanne Sweeney

5 s5.76 Admin Reg 
23, Form 3

Was an annual return in the prescribed 
form lodged by all relevant persons by 
31 August 2020? 

Yes Deanne Sweeney

6 s5.77 On receipt of a primary or annual 
return, did the CEO, or the 
mayor/president, give written 
acknowledgment of having received 
the return?

Yes Deanne Sweeney

7 s5.88(1) & (2)(a)  Did the CEO keep a register of financial 
interests which contained the returns 
lodged under sections 5.75 and 5.76?

Yes Deanne Sweeney

8 s5.88(1) & (2)(b) 
Admin Reg 28

Did the CEO keep a register of financial 
interests which contained a record of 
disclosures made under sections 5.65, 
5.70, 5.71 and 5.71A, in the form 
prescribed in Admin Reg 28?

Yes Deanne Sweeney

9 s5.88(3) When a person ceased to be a person 
required to lodge a return under 
sections 5.75 and 5.76, did the CEO 
remove from the register all returns 
relating to that person?

Yes Deanne Sweeney

10 s5.88(4) Have all returns removed from the 
register in accordance with section 
5.88(3) been kept for a period of at 
least five years after the person who 
lodged the return(s) ceased to be a 
person required to lodge a return?

Yes Deanne Sweeney

11 s5.89A(1), (2) & 
(3) Admin Reg 28A

Did the CEO keep a register of gifts 
which contained a record of disclosures 
made under sections 5.87A and 5.87B, 
in the form prescribed in Admin Reg 
28A?

Yes Deanne Sweeney

12 s5.89A(5) & (5A) Did the CEO publish an up-to-date 
version of the gift register on the local 
government’s website?

Yes Deanne Sweeney

13 s5.89A(6) When a person ceases to be a person 
who is required to make a disclosure 
under section 5.87A or 5.87B, did the 
CEO remove from the register all 
records relating to that person?

Yes Deanne Sweeney

Shire of Pingelly Audit and Risk Committee Meeting Agenda 11 February 2021

26



No  Reference Question Response Comments Respondent

14 s5.89A(7) Have copies of all records removed 
from the register under section 5.89A
(6) been kept for a period of at least
five years after the person ceases to
be a person required to make a
disclosure?

Yes Deanne Sweeney

15 Rules of Conduct 
Reg 11(1), (2) & 
(4)

Where a council member had an 
interest that could, or could reasonably 
be perceived to, adversely affect the 
impartiality of the person, did they 
disclose the interest in accordance with 
Rules of Conduct Reg 11(2)?

Yes Deanne Sweeney

16 Rules of Conduct 
Reg 11(6)

Where a council member disclosed an 
interest under Rules of Conduct Reg 11
(2) was the nature of the interest
recorded in the minutes?

Yes Deanne Sweeney

17 s5.70(2) & (3) Where an employee had an interest in 
any matter in respect of which the 
employee provided advice or a report 
directly to council or a committee, did 
that person disclose the nature and 
extent of that interest when giving the 
advice or report? 

Yes Deanne Sweeney

18 s5.71A & s5.71B
(5)

Where council applied to the Minister 
to allow the CEO to provide advice or a 
report to which a disclosure under 
s5.71A(1) relates, did the application 
include details of the nature of the 
interest disclosed and any other 
information required by the Minister for 
the purposes of the application?

N/A Deanne Sweeney

19 s5.71B(6) & 
s5.71B(7)

Was any decision made by the Minister 
under subsection 5.71B(6) recorded in 
the minutes of the council meeting at 
which the decision was considered?

N/A Deanne Sweeney

20 s5.103 Admin Regs 
34B & 34C

Has the local government adopted a 
code of conduct in accordance with 
Admin Regs 34B and 34C to be 
observed by council members, 
committee members and employees?

Yes Deanne Sweeney

21 Admin Reg 34B(5) Has the CEO kept a register of 
notifiable gifts in accordance with 
Admin Reg 34B(5)?

Yes Deanne Sweeney

No  Reference Question Response Comments Respondent

1 s3.58(3) Where the local government disposed 
of property other than by public 
auction or tender, did it dispose of the 
property in accordance with section 
3.58(3) (unless section 3.58(5) 
applies)? 

Yes Deanne Sweeney

2 s3.58(4) Where the local government disposed 
of property under section 3.58(3), did 
it provide details, as prescribed by 
section 3.58(4), in the required local 
public notice for each disposal of 
property?

Yes Deanne Sweeney

Disposal of Property
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No  Reference Question Response Comments Respondent

1 Elect Regs 30G(1) 
& (2)

Did the CEO establish and maintain an 
electoral gift register and ensure that 
all disclosure of gifts forms completed 
by candidates and donors and received 
by the CEO were placed on the 
electoral gift register at the time of 
receipt by the CEO and in a manner 
that clearly identifies and distinguishes 
the forms relating to each candidate?

Yes Deanne Sweeney

2 Elect Regs 30G(3) 
& (4)

Did the CEO remove any disclosure of 
gifts forms relating to an unsuccessful 
candidate, or a successful candidate 
that completed their term of office, 
from the electoral gift register, and 
retain those forms separately for a 
period of at least two years?

Yes Deanne Sweeney

3 Elect Regs 30G(5) 
& (6)

Did the CEO publish an up-to-date 
version of the electoral gift register on 
the local government’s official website 
in accordance with Elect Reg 30G(6)?

Yes Deanne Sweeney

Elections

No  Reference Question Response Comments Respondent

1 s7.1A Has the local government established 
an audit committee and appointed 
members by absolute majority in 
accordance with section 7.1A of the 
Act?

Yes Deanne Sweeney

2 s7.1B Where the council delegated to its 
audit committee any powers or duties 
under Part 7 of the Act, did it do so by 
absolute majority?

Yes Deanne Sweeney

3 s7.3(1) & s7.6(3) Was the person or persons appointed 
by the local government to be its 
auditor appointed by an absolute 
majority decision of council?

N/A Office of the Auditor 
General

Deanne Sweeney

4 s7.3(3) Was the person(s) appointed by the 
local government under s7.3(1) to be 
its auditor a registered company 
auditor or an approved auditor?

N/A Office of the Auditor 
General

Deanne Sweeney

5 s7.9(1) Was the auditor’s report for the 
financial year ended 30 June 2020 
received by the local government by 
31 December 2020?

Yes Deanne Sweeney

6 s7.12A(3) Where the local government 
determined that matters raised in the 
auditor’s report prepared under s7.9
(1) of the Act required action to be
taken, did the local government ensure 
that appropriate action was
undertaken in respect of those
matters?

Yes Deanne Sweeney

Finance
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No  Reference Question Response Comments Respondent

7 s7.12A(4)(a) Where matters identified as significant 
were reported in the auditor’s report, 
did the local government prepare a 
report that stated what action the local 
government had taken or intended to 
take with respect to each of those 
matters?  

Yes Auditor report received 
16/12/20. Report 
presented to Audit 
Committee held 
11/02/21

Deanne Sweeney

8 s7.12A(4)(b) Where the local government was 
required to prepare a report under 
s.7.12A(4)(a), was a copy of the report
given to the Minister within three
months of the audit report being
received by the local government?

Yes To be submitted to 
Minister after 11/02/21 
Audit Committee 
Meeting

Deanne Sweeney

9 s7.12A(5) Within 14 days after the local 
government gave a report to the 
Minister under s7.12A(4)(b), did the 
CEO publish a copy of the report on 
the local government’s official website?

Yes Requirement will be 
meet after Audit 
Committee Meeting 
being held 11/02/21

Deanne Sweeney

10 Audit Reg 7 Did the agreement between the local 
government and its auditor include the 
objectives and scope of the audit, a 
plan for the audit, details of the 
remuneration and expenses paid to the 
auditor, and the method to be used by 
the local government to communicate 
with the auditor?

N/A Office of the Auditor 
General

Deanne Sweeney

11 Audit Reg 10(1) Was the auditor’s report for the 
financial year ending 30 June received 
by the local government within 30 
days of completion of the audit?

Yes Deanne Sweeney

No  Reference Question Response Comments Respondent

1 Admin Reg 19C Has the local government adopted by 
absolute majority a strategic 
community plan? 
If Yes, please provide the adoption 
date or the date of the most recent 
review in the Comments section? 

Yes Ordinary Council Meeting 
September 2019

Deanne Sweeney

2 Admin Reg 19DA
(1) & (4)

Has the local government adopted by 
absolute majority a corporate business 
plan? 
If Yes, please provide the adoption 
date or the date of the most recent 
review in the Comments section?

Yes Ordinary Council Meeting 
September 2019

Deanne Sweeney

3 Admin Reg 19DA
(2) & (3)

Does the corporate business plan 
comply with the requirements of Admin 
Reg 19DA(2) & (3)?

Yes Deanne Sweeney

Integrated Planning and Reporting
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No  Reference Question Response Comments Respondent

1 Admin Reg 18C Did the local government approve a 
process to be used for the selection 
and appointment of the CEO before the 
position of CEO was advertised?

Yes Deanne Sweeney

2 s5.36(4) & s5.37
(3) Admin Reg
18A

Were all CEO and/or senior employee 
vacancies advertised in accordance 
with Admin Reg 18A?

Yes Deanne Sweeney

3 Admin Reg 18E Was all information provided in 
applications for the position of CEO 
true and accurate?

Yes Deanne Sweeney

4 Admin Reg 18F Was the remuneration and other 
benefits paid to a CEO on appointment 
the same remuneration and benefits 
advertised for the position under 
section 5.36(4)?

Yes Deanne Sweeney

5 s5.37(2) Did the CEO inform council of each 
proposal to employ or dismiss senior 
employee?

Yes Deanne Sweeney

6 s5.37(2) Where council rejected a CEO’s 
recommendation to employ or dismiss 
a senior employee, did it inform the 
CEO of the reasons for doing so?

N/A Deanne Sweeney

Local Government Employees

No  Reference Question Response Comments Respondent

1 s5.120 Has the local government designated a 
senior employee as defined by section 
5.37 to be its complaints officer? 

Yes Deanne Sweeney

2 s5.121(1) Has the complaints officer for the local 
government maintained a register of 
complaints which records all 
complaints that resulted in a finding 
under section 5.110(2)(a)?

Yes Deanne Sweeney

3 s5.121(2) Does the complaints register include all 
information required by section 5.121
(2)?

Yes Deanne Sweeney

4 s5.121(3) Has the CEO published an up-to-date 
version of the register of the 
complaints on the local government’s 
official website? 

Yes Deanne Sweeney

Official Conduct

Optional Questions

Shire of Pingelly Audit and Risk Committee Meeting Agenda 11 February 2021

30



No  Reference Question Response Comments Respondent

1 Financial 
Management Reg 5
(2)(c)

Did the CEO review the 
appropriateness and effectiveness of 
the local government’s financial 
management systems and procedures 
in accordance with Financial 
Management Reg 5(2)(c) within the 
three years prior to 31 December 
2020?  
If yes, please provide the date of 
council’s resolution to accept the 
report.

Yes Being presented at 
February 2021 Ordinary 
Council Meeting

Deanne Sweeney

2 Audit Reg 17 Did the CEO review the 
appropriateness and effectiveness of 
the local government’s systems and 
procedures in relation to risk 
management, internal control and 
legislative compliance in accordance 
with Audit Reg 17 within the three 
years prior to 31 December 2020?  
If yes, please provide date of council’s 
resolution to accept the report.

Yes Being presented at 
February 2021 Ordinary 
Council Meeting

Deanne Sweeney

3 s5.87C(2) Where a disclosure was made under 
sections 5.87A or 5.87B, was the 
disclosure made within 10 days after 
receipt of the gift?

Yes Deanne Sweeney

4 s5.87C Where a disclosure was made under 
sections 5.87A or 5.87B, did the 
disclosure include the information 
required by section 5.87C?

Yes Deanne Sweeney

5 s5.90A(2) Did the local government prepare and 
adopt by absolute majority a policy 
dealing with the attendance of council 
members and the CEO at events?

Yes Deanne Sweeney

6 s.5.90A(5) Did the CEO publish an up-to-date 
version of the attendance at events 
policy on the local government’s 
official website?

Yes Deanne Sweeney

7 s5.96A(1), (2), (3) 
& (4)

Did the CEO publish information on the 
local government’s website in 
accordance with sections 5.96A(1), 
(2), (3), and (4)?

Yes Deanne Sweeney

8 s5.128(1) Did the local government prepare and 
adopt (by absolute majority) a policy 
in relation to the continuing 
professional development of council 
members?

Yes Deanne Sweeney

9 s5.127 Did the local government prepare a 
report on the training completed by 
council members in the 2019/2020 
financial year and publish it on the 
local government’s official website by 
31 July 2020? 

Yes Deanne Sweeney

10 s6.4(3) By 30 September 2020, did the local 
government submit to its auditor the 
balanced accounts and annual financial 
report for the year ending 30 June 
2020?

Yes Deanne Sweeney
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No  Reference Question Response Comments Respondent

1 F&G Reg 11A(1) & 
(3)

Does the local government have a 
current purchasing policy that complies 
with F&G Reg 11A(3) in relation to 
contracts for other persons to supply 
goods or services where the 
consideration under the contract is, or 
is expected to be, $250,000 or less or 
worth $250,000 or less?

Yes Deanne Sweeney

2 F&G Reg 11A(1) Did the local government comply with 
its current purchasing policy in relation 
to the supply of goods or services 
where the consideration under the 
contract was, or was expected to be, 
$250,000 or less or worth $250,000 or 
less?

Yes Deanne Sweeney

3 s3.57  F&G Reg 11 Subject to F&G Reg 11(2), did the local 
government invite tenders for all 
contracts for the supply of goods or 
services where the consideration under 
the contract was, or was expected to 
be, worth more than the consideration 
stated in F&G Reg 11(1)?

Yes Deanne Sweeney

4 F&G Regs 11(1), 
12(2), 13, & 14(1), 
(3), and (4)

When regulations 11(1), 12(2) or 13 
required tenders to be publicly invited, 
did the local government invite tenders 
via Statewide public notice in 
accordance with F&G Reg 14(3) and 
(4)?

Yes Deanne Sweeney

5 F&G Reg 12 Did the local government comply with 
F&G Reg 12 when deciding to enter 
into multiple contracts rather than a 
single contract?

Yes Deanne Sweeney

6 F&G Reg 14(5) If the local government sought to vary 
the information supplied to tenderers, 
was every reasonable step taken to 
give each person who sought copies of 
the tender documents or each 
acceptable tenderer notice of the 
variation?

Yes Deanne Sweeney

7 F&G Regs 15 & 16 Did the local government's procedure 
for receiving and opening tenders 
comply with the requirements of F&G 
Regs 15 and 16?

Yes Deanne Sweeney

8 F&G Reg 17 Did the information recorded in the 
local government's tender register 
comply with the requirements of F&G 
Reg 17 and did the CEO make the 
tenders register available for public 
inspection and publish it on the local 
government’s official website?

Yes Deanne Sweeney

9 F&G Reg 18(1) Did the local government reject any 
tenders that were not submitted at the 
place, and within the time, specified in 
the invitation to tender?

Yes Deanne Sweeney

Tenders for Providing Goods and Services
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No  Reference Question Response Comments Respondent

10 F&G Reg 18(4) Were all tenders that were not rejected 
assessed by the local government via a 
written evaluation of the extent to 
which each tender satisfies the criteria 
for deciding which tender to accept?

Yes Deanne Sweeney

11 F&G Reg 19 Did the CEO give each tenderer written 
notice containing particulars of the 
successful tender or advising that no 
tender was accepted?

Yes Deanne Sweeney

12 F&G Regs 21 & 22 Did the local government’s advertising 
and expression of interest processes 
comply with the requirements of F&G 
Regs 21 and 22?

Yes Deanne Sweeney

13 F&G Reg 23(1) & 
(2)

Did the local government reject any 
expressions of interest that were not 
submitted at the place, and within the 
time, specified in the notice or that 
failed to comply with any other 
requirement specified in the notice?

Yes Deanne Sweeney

14 F&G Reg 23(3) Were all expressions of interest that 
were not rejected assessed by the local 
government?

Yes Deanne Sweeney

15 F&G Reg 23(4) After the local government considered 
expressions of interest, did the CEO list 
each person considered capable of 
satisfactorily supplying goods or 
services as an acceptable tenderer?

Yes Deanne Sweeney

16 F&G Reg 24 Did the CEO give each person who 
submitted an expression of interest a 
notice in writing of the outcome in 
accordance with F&G Reg 24?

Yes Deanne Sweeney

17 F&G Regs 24AD(2) 
& (4) and 24AE

Did the local government invite 
applicants for a panel of pre-qualified 
suppliers via Statewide public notice in 
accordance with F&G Reg 24AD(4) and 
24AE?

N/A Deanne Sweeney

18 F&G Reg 24AD(6) If the local government sought to vary 
the information supplied to the panel, 
was every reasonable step taken to 
give each person who sought detailed 
information about the proposed panel 
or each person who submitted an 
application notice of the variation? 

N/A Deanne Sweeney

19 F&G Reg 24AF Did the local government's procedure 
for receiving and opening applications 
to join a panel of pre-qualified 
suppliers comply with the requirements 
of F&G Reg 16, as if the reference in 
that regulation to a tender were a 
reference to a pre-qualified supplier 
panel application? 

N/A Deanne Sweeney

20 F&G Reg 24AG Did the information recorded in the 
local government's tender register 
about panels of pre-qualified suppliers 
comply with the requirements of F&G 
Reg 24AG? 

N/A Deanne Sweeney
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No  Reference Question Response Comments Respondent

21 F&G Reg 24AH(1) Did the local government reject any 
applications to join a panel of pre-
qualified suppliers that were not 
submitted at the place, and within the 
time, specified in the invitation for 
applications?

N/A Deanne Sweeney

22 F&G Reg 24AH(3) Were all applications that were not 
rejected assessed by the local 
government via a written evaluation of 
the extent to which each application 
satisfies the criteria for deciding which 
application to accept?

N/A Deanne Sweeney

23 F&G Reg 24AI Did the CEO send each applicant 
written notice advising them of the 
outcome of their application?

N/A Deanne Sweeney

24 F&G Regs 24E & 
24F

Where the local government gave 
regional price preference, did the local 
government comply with the 
requirements of F&G Regs 24E and 
24F?

Yes Deanne Sweeney

I certify this Compliance Audit Return has been adopted by council at its meeting on

Signed Mayor/President, Pingelly Signed CEO, Pingelly
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10.3 Annual Financial Report and Audit Report 2019/20 

File Reference: ADM0074 
Location: Not Applicable  
Applicant: Not Applicable  
Author: Executive Manager Corporate Services 
Disclosure of Interest: Nil 
Attachments: Annual Financial Report 2019/20 

Audit Report for Year Ending 30 June 2020 
Previous Reference: Nil 

Summary 
The Audit and Risk Committee is requested to consider and adopt the Annual Financial Report 
and associated Audit Report from the Office of the Auditor General.  

Background 
AMD Accountants on behalf of the Office of the Auditor General visited the Shire of Pingelly on 
the 12-14 October 2020 to conduct the Final Audit for the year ending 30 June 2020. 

The Final Management Letter Report raised a single point. The instance relates to the Shire not 
reporting the Asset renewal funding ratio for 2019 and 2018 as required by section 50(1) of the 
Local Government (Financial Management) Regulations 1996, as planned capital renewals and 
required capital expenditure for the 2017/18 and 2018/19 were not estimated in the long-term 
financial plan and asset management plan.  

The Shire currently reviews and updates the long-term financial plan and asset management plan 
annually to ensure 10-year projections are available to calculate the Asset Renewal Funding 
Ratio. 

The Shire Management Comment below address the above recommendation: 
• Shire of Pingelly Long Term Financial Plan (LTFP) was reviewed and adopted by Council

in July 2020. The LTFP provides a robust and reliable 10 year + plan and will continue to
be updated on an annual basis.

• The Shire has also reviewed and adopted the Asset Management Plan - Roads in May
2020 to coincide with the LTFP.

Comment 
As mentioned above the Shire has completed the Long-Term Financial Plan and Asset 
Management Plan - Roads. While these plans have been completed, it does not solve the 
compliance issue regarding the ratios meeting the standard to allow the calculation of a three year 
trend (2017/18 and 2018/19).  

The Asset Management Plans still require a significant investment of time and resources to 
update and complete. The Asset Management Plan - Roads was completed in May 2020 with the 
goal being to complete the building component of the Asset Management Plan by June 2021, 
subject to adequate time, expertise and resources being available. 

Once these plans have been adopted by Council, the Annual Report will contain the Asset 
Renewal Funding Ratio figures, ensuring compliance with the Local Government Act and its 
associated regulations. 

It should be noted that while there has been full compliance in the 2019/20 year, and full 
compliance is also assumed in the 2020/21 year, the matter of non compliance will again be 
raised in the next audit. This is due to the 2018/19 renewal of assets not being calculated, and 
therefore a three year trend will still be unable to be achieved.  
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Consultation  
Office of the Auditor General 
AMD Chartered Accountants 

Statutory Environment 
Local Government Act 1995 and associated regulations 

Policy Implications  
There are no policy implications arising from this report. 

Financial Implications  
There are no known financial implications upon either the Council’s current budget or long term 
financial plan. 

Strategic Implications 
Goal 5 Innovation, Leadership and Governance 
Outcome Nil applicable 
Strategy Nil applicable 

Risk Implications 
Risk Key risk of noncompliance with Local 

Government Act reporting ratios and 
Integrated Planning and Reporting 
framework requirements 

Risk Rating (Prior to Treatment or Control) Medium (6) 
Principal Risk Theme Reputational and Legislative Compliance 
Risk Action Plan (Controls or Treatment Proposed) Completion of Asset Management Plan - 

Buildings 
Risk Matrix 

Consequence Insignificant Minor Moderate Major Catastrophic 
Likelihood 1 2 3 4 5 

Almost Certain 5 Medium (5) High (10) High (15) Extreme (20) Extreme (25) 
Likely 4 Low (4) Medium (8) High (12) High (16) Extreme (20) 
Possible 3 Low (3) Medium (6) Medium (9) High (12) High (15) 
Unlikely 2 Low (2) Low (4) Medium (6) Medium (8) High (10) 
Rare 1 Low (1) Low (2) Low (3) Low (4) Medium (5) 

Voting Requirements 
Simple Majority 

Recommendation 
That the Audit Committee accepts the 2019/20 Annual Financial Report and associated 
Audit Report, and notes the actions required by the Chief Executive Officer to address 
matters raised. 

Moved:_______________________________  Seconded:  _______________________ 

Shire of Pingelly Audit and Risk Committee Meeting Agenda 11 February 2021

36



2019/2020
ANNUAL FINANCIAL REPORT

37



SHIRE OF PING ELLY 

FINANCIAL REPORT 

FOR THE YEAR ENDED 30 JUNE 2020 

TABLE OF CONTENTS 

Statement by Chief Executive Officer 

Statement of Comprehensive Income by Nature or Type 

Statement of Comprehensive Income by Program 

Statement of Financial Position 

Statement of Changes in Equity 

Statement of Cash Flows 

Rate Setting Statement 

Index of Notes to the Financial Report 

Independent Auditor's Report 

COMMUNITY VISION 

2 

3 

4 

5 

6 

7 

8 

9 

55 

Pingelly, a sustainable community, where natural beauty and economic diversity provide 

opportunities for all. 

Principal place of business: 

17 Queen Street 

PINGELL Y WA 6308 

◄ AMO 1
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Auditor General 

Page 1 of 3 

7th Floor Albert Facey House 469 Wellington Street Perth  MAIL TO: Perth BC PO Box 8489 Perth WA 6849  TEL: 08 6557 7500  FAX: 08 6557 7600 

INDEPENDENT AUDITOR’S REPORT 

To the Councillors of the Shire of Pingelly 

Report on the Audit of the Financial Report 

Opinion 
I have audited the annual financial report of the Shire of Pingelly which comprises the Statement of 
Financial Position as at 30 June 2020, the Statement of Comprehensive Income by Nature or Type, 
Statement of Comprehensive Income by Program, Statement of Changes in Equity, Statement of 
Cash Flows and Rate Setting Statement for the year then ended, and notes comprising a summary 
of significant accounting policies and other explanatory information, and the Statement by the  
Chief Executive Officer. 

In my opinion the annual financial report of the Shire of Pingelly: 
(i) is based on proper accounts and records; and
(ii) fairly represents, in all material respects, the results of the operations of the Shire for the

year ended 30 June 2020 and its financial position at the end of that period in accordance
with the Local Government Act 1995 (the Act) and, to the extent that they are not
inconsistent with the Act, Australian Accounting Standards.

Basis for Opinion 
I conducted my audit in accordance with Australian Auditing Standards. My responsibilities under 
those standards are further described in the Auditor’s Responsibilities for the Audit of the Financial 
Report section of my report. I am independent of the Shire in accordance with the Auditor General 
Act 2006 and the relevant ethical requirements of the Accounting Professional and Ethical 
Standards Board’s APES 110 Code of Ethics for Professional Accountants (the Code) that are 
relevant to my audit of the annual financial report. I have also fulfilled my other ethical 
responsibilities in accordance with the Code. I believe that the audit evidence I have obtained is 
sufficient and appropriate to provide a basis for my opinion. 

Emphasis of Matter – Basis of Accounting 
I draw attention to Notes 1 and 11 to the annual financial report, which describe the basis of 
accounting. The annual financial report has been prepared for the purpose of fulfilling the Shire’s 
financial reporting responsibilities under the Act, including the Local Government (Financial 
Management) Regulations 1996 (Regulations). My opinion is not modified in respect of these 
matters: 

(i) Regulation 17A requires a local government to measure vested improvements at fair value
and the associated vested land at zero cost. This is a departure from AASB 16 Leases
which would have required the entity to measure the vested improvements also at zero
cost.

(ii) In respect of the comparatives for the previous year ended 30 June 2019, Regulation 16 did
not allow a local government to recognise some categories of land, including land under
roads, as assets in the annual financial report.

Responsibilities of the Chief Executive Officer and Council for the Financial Report 
The Chief Executive Officer (CEO) of the Shire is responsible for the preparation and fair 
presentation of the annual financial report in accordance with the requirements of the Act, the 
Regulations and, to the extent that they are not inconsistent with the Act, Australian Accounting 
Standards. The CEO is also responsible for such internal control as the CEO determines is 
necessary to enable the preparation of the annual financial report that is free from material 
misstatement, whether due to fraud or error.
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In preparing the annual financial report, the CEO is responsible for assessing the Shire’s ability to 
continue as a going concern, disclosing, as applicable, matters related to going concern and using 
the going concern basis of accounting unless the State Government has made decisions affecting 
the continued existence of the Shire. 

The Council is responsible for overseeing the Shire’s financial reporting process. 

Auditor’s Responsibility for the Audit of the Financial Report 
The objectives of my audit are to obtain reasonable assurance about whether the annual financial 
report as a whole is free from material misstatement, whether due to fraud or error, and to issue an 
auditor’s report that includes my opinion. Reasonable assurance is a high level of assurance, but is 
not a guarantee that an audit conducted in accordance with Australian Auditing Standards will 
always detect a material misstatement when it exists. Misstatements can arise from fraud or error 
and are considered material if, individually or in the aggregate, they could reasonably be expected 
to influence the economic decisions of users taken on the basis of the annual financial report. 

A further description of my responsibilities for the audit of the annual financial report is located on 
the Auditing and Assurance Standards Board website at 
https://www.auasb.gov.au/auditors_responsibilities/ar4.pdf. This includes the identification and 
assessment of the risk of material misstatement due to fraud arising from management override of 
controls. This description forms part of my auditor’s report. 

Report on Other Legal and Regulatory Requirements 

In accordance with the Local Government (Audit) Regulations 1996 I report that: 
(i) In my opinion, the following material matters indicate significant adverse trends in the

financial position of the Shire:
a. The Current Ratio as reported in Note 32 of the annual financial report is below the

Department of Local Government, Sport and Cultural Industries’ standard for the
last three financial years.

b. The Operating Surplus Ratio as reported in Note 32 of the annual financial report is
below the Department of Local Government, Sport and Cultural Industries’ standard
for the last three financial years.

(ii) The following material matter indicating non-compliance with Part 6 of the Local
Government Act 1995, the Local Government (Financial Management) Regulations 1996 or
applicable financial controls of any other written law was identified during the course of my
audit:

a. The Shire has not reported the Asset Renewal Funding Ratio for 2019 and 2018 in
the annual financial report as required by section 50(1) of the Local Government
(Financial Management) Regulations 1996, as management could not confirm the
reliability of the available information on planned capital renewals and required
capital expenditure in the long-term financial plan and asset management plan
respectively.

(iii) All required information and explanations were obtained by me.
(iv) All audit procedures were satisfactorily completed.
(v) In my opinion, the Asset Consumption Ratio and the Asset Renewal Funding Ratio included

in the annual financial report were supported by verifiable information and reasonable
assumptions.

Other Matter 
The financial ratios for 2018 in Note 32 of the annual financial report were audited by another 
auditor when performing their audit of the Shire for the year ending 30 June 2018. The auditor 
expressed an unmodified opinion on the annual financial report for that year.  
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Matters Relating to the Electronic Publication of the Audited Financial Report 
This auditor’s report relates to the annual financial report of the Shire of Pingelly for the year ended 
30 June 2020 included on the Shire’s website. The Shire’s management is responsible for the 
integrity of the Shire’s website. This audit does not provide assurance on the integrity of the Shire’s 
website. The auditor’s report refers only to the annual financial report described above. It does not 
provide an opinion on any other information which may have been hyperlinked to/from this annual 
financial report. If users of the annual financial report are concerned with the inherent risks arising 
from publication on a website, they are advised to refer to the hard copy of the audited annual 
financial report to confirm the information contained in this website version of the annual financial 
report. 

CARLY MEAGHER 
ACTING SENIOR DIRECTOR FINANCIAL AUDIT 
Delegate of the Auditor General for Western Australia 
Perth, Western Australia 
16 December 2020 
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10.4 Significant Matter Raised in Audit Report 2020 

File Reference: ADM0074 
Location: Not Applicable 
Applicant: Not Applicable  
Author: Executive Manager Corporate Services 
Disclosure of Interest: Nil 
Attachments: Audit Report for Year Ending 30 June 2020 (Attachment after Item 

10.3) 
 Previous Reference: Nil 

Summary 
The Audit and Risk Committee is requested to consider the matters identified as “Significant” in 
the 2019/20 Audit Report, pursuant to Section 7.12A of the Local Government Act 1995:  

Background 
Section 7.2 of the Local Government Act 1995 requires that the accounts and annual financial 
report of a local government for each financial year are to be audited by an auditor appointed by 
the local government. 

An amendment to Section 7.12A(4) of the Local Government Act 1995 in August 2017 now 
requires that a local government must: 

“(a) prepare a report addressing any matters identified as significant by the auditor in 
the audit report, and stating what action the local government has taken or intends to 
take with respect to each of those matters; and 
(b) give a copy of that report to the Minister within 3 months after the audit report is
received by the local government.”

Section 7.12A(5) further requires that: 
“Within 14 days after a local government gives a report to the Minister under 
subsection (4)(b), the CEO must publish a copy of the report on the local 
government’s official website.” 

The Office of the Auditor General in the Independent Auditor’s Report for the year ending 30 June 
2020 was received on the 16 December 2020 (see attachment), under heading ‘Report on Other 
Legal and Regulatory Requirements’ states the following: 

Report on Other Legal and Regulatory Requirements  
In accordance with the Local Government (Audit) Regulations 1996 I report that: 

(i) In my opinion, the following matters indicate significant adverse trends in the financial
position of the Shire:

a. The Current ratio as reported in Note 32 of the financial report is below the
Department of Local Government, Sport and Cultural Industries’ standard for the
last three years.

b. The Operating surplus ratio as reported in Note 32 of the financial report is below
the Department of Local Government, Sport and Cultural Industries’ standard for
the last three years.

Comment 
Current Ratio 
The current ratio as at 30 June 2020 has improved substantially since 2019.  This is due to the 
$1.2M WA Treasury Corporation transferred from a short-term loan to a long-term debenture. 

Management and Council place a high priority on ensuring the financial sustainability of the Shire, 
as evidenced by efforts applied to strict budgetary frameworks. 
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Operating Surplus Ratio 
Research has revealed that the majority of rural local governments do not have an Operating 
Surplus Ratio that meets the standards set by the Department. The ratio is the measurement of 
a local government’s ability to cover its operating expenses from its own source revenue and have 
revenue available for capital funding or other purposes. Own source operating revenue is made 
up of rates, fees and charges, reimbursements and recoveries, interest income and profit on 
disposal of assets.  

Although depreciation is a non-cash expense it is a significant factor in the operating surplus ratio. 
The Shire is to investigate strategies to improve this ratio. It is quite possible, however, that the 
Operating Surplus Ratio may remain at levels below the “standard”, due to cost pressures, limited 
rate base and revenue raising capacity, and therefore more reliant on government funding.  

The Operating Surplus Ratio requires Council to ensure that its own revenue sources grow at the 
same or a greater rate than its operating expenses, including depreciation. It is well known that 
most country local governments struggle to fully fund asset depreciation via its own revenue 
sources and there is a heavy reliance on external grant funding such as Regional Road Group 
and Roads to Recovery to assist with asset renewal expenditure. It is important to note this ratio 
is affected by the amount of depreciation in the financials each year.  The Shires level of 
deprecation continues to rise each year faster than own source revenues increase. 

• 30 June 2020 $2,564,785
• 30 June 2019 $2,360,310

The depreciation increases of $204,475 above, result from Buildings - Specialised, Infrastructure 
- Roads and Right of Use Asset - Furniture and Equipment brought to account following the
introduction of AASB 16 – Leases.

The matter of this adverse trend of the operating surplus ratio and the reliance by rural Local 
Governments on external non-operating grants appears to be the norm rather than the exception 
in Country and Regional Western Australia. 

Consultation  
Department of Local Government, Sport and Cultural Industries 
Office of the Auditor General 
AMD Chartered Accountants 

Statutory Environment 
Section 6.4 of the Local Government Act 1995 requires a local government to prepare financial 
reports including an annual financial report. Regulation 50 of the Local Government (Financial 
Management) Regulations 1996 specifically requires the inclusion of seven financial ratios as 
developed by the Department to be included in the annual financial report. These statutory ratios 
are also included in Council’s long-term financial plan and are key sustainability measures. The 
Department’s Integrated Planning and Reporting Advisory Standard includes benchmarks in 
relation to the ratios that sets minimum regulatory requirements that ensure an acceptable 
minimum standard of practice. 

Policy Implications 
Nil 

Financial Implications 
Nil 
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Strategic Implications 
Goal 5 Innovation, Leadership and Governance 
Outcome Nil applicable 
Strategy Nil applicable 

Risk Implications 
Risk Failure to meet Department’s financial ratio 

benchmarks may put the Council at risk of being 
classified unsustainable 

Risk Rating (Prior to Treatment or Control) Medium (9) 
Principal Risk Theme Legislative Compliance 
Risk Action Plan (Controls or Treatment 
Proposed) 

Long-Term Financial Plan developed 2020 

Consequence Insignificant Minor Moderate Major Catastrophic 
Likelihood 1 2 3 4 5 

Almost Certain 5 Medium (5) High (10) High (15) Extreme (20) Extreme (25) 
Likely 4 Low (4) Medium (8) High (12) High (16) Extreme (20) 
Possible 3 Low (3) Medium (6) Medium (9) High (12) High (15) 
Unlikely 2 Low (2) Low (4) Medium (6) Medium (8) High (10) 
Rare 1 Low (1) Low (2) Low (3) Low (4) Medium (5) 

Voting Requirements 
Simple Majority 

Recommendation 
That the Audit Committee receives the report on the significant matters indicating an 
adverse trend in the Current Ratio and Operating Surplus Ratio raised in the 2019/20 Audit 
Report. 

Moved:_______________________________  Seconded:  _______________________ 
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10.5 Financial Management Systems and Procedures Review December 2020 

File Reference: ADM0074 
Location: Not Applicable 
Applicant: Not Applicable 
Author: Executive Manager Corporate Services 
Disclosure of Interest: Nil 
Attachments: Financial Management Systems and Procedures Review 

December 2020 
Previous Reference: Nil 

Summary 
Submission of the Shire of Pingelly Financial Management Systems and Procedures Review 
December 2020 to Audit Committee for recommendation to Council. 

Background 
The objective of the Financial Management Review is to examine the appropriateness and 
effectiveness of the financial management systems and procedures of the Shire on behalf of the 
Chief Executive Officer (CEO) as required by Local Government (Financial Management) 
Regulation 5(2)(c). 

Comment 
The last review of the Financial Management Systems and Processes was undertaken in 2018. 

The report attached, summarises the financial management systems review, findings of the 
review, management’s responses and recommendations on the following financial systems and 
procedures of the Shire. 

Overall the following results were obtained. 

High Risk Medium Risk Low Risk 
This is where an existing 
endorsed policy is not 
followed due to 
circumstances that may 
include a policy being out of 
date or the current 
procedures within the 
administration do not align  

This is where generally 
policy and procedures align 
but there may be occasional 
discrepancies  

This is where policies and 
procedures align 

6 3 20 

The six high risk matters relate to: 

Fixed Assets Valuation, Capitalisation and Depreciation - The asset group description and 
lifecycle ages are not consistent between the Road Asset Management Plan, the relevant Policy 
and the Shire Budget.   

The Shire is scheduled to complete the Asset Management Plan Buildings in the near future which 
will address part of this matter along with a review of the Policy at the earliest opportunity. 

Risk Management  
The risk management framework is not yet embedded across the organisation. Ongoing training 
is underway to ensure all staff are applying the framework on a consistent basis.  
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Asset Management 
The Policy commits the Shire to funding and resourcing assets requirements. This is not possible 
in the current or medium term financial position. The Policy will be reviewed to reflect the Shire’s 
current approach and financial position. 

Buildings Owned by the Shire of Pingelly 
The Policy is around the conditions that apply when hiring out a Shire building to a community 
group (such as a lease or similar). The Policy is out of date, does not apply to the current 
operations and will be recommended for removal at the next Policy review. 

Pingelly Museum Collection Management 
The Policy relates to the collection management of the Pingelly Museum. As Council Policies are 
not binding on external parties, the Policy will be recommended for amendment and expansion 
via a head of power such as a Deed of Agreement, to clarify the protection and ownership of the 
Collection. 

Staff Housing 
The Policy relates to ensuring that all staff housing processes are correctly administered. Under 
the Policy employees are to have a tenancy agreement, however, historically this has been 
included in the employees contract. The Policy will be updated at the next review to align with the 
current process. 

Consultation 
Shire of Pingelly Audit Committee 
Chief Executive Officer 
Core Business Australia 

Statutory Environment 
Local Government (Financial Management) Regulations 1996 

Division 5 CEO’s duties as to financial management 

Section (2) The CEO is to 
(c) undertake reviews of the appropriateness and effectiveness of the financial
management systems and procedures of the local government regularly (and not less than
once in every 3 financial years) and report to the local government the results of those
reviews.

Policy Implications 
Policy 2.7 Risk Management. 

Financial Implications 
There are no financial implications associated with the officer recommendation. 

Strategic Implications 
Goal 5 Innovation Leadership and Governance 
Outcome 5.6 Financial systems are effectively managed 
Strategy 5.6.1 Financial management and reporting systems are able to deliver on all 

administrative and management functions (including reporting) and 
long-term financial planning requirements  
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Risk Implications 
Risk Failure to monitor the Shire’s ongoing internal 

controls and risks would impact the organisations 
obligations to achieve legislative compliance. 

Risk Rating (Prior to Treatment or Control) Low (2) 
Principal Risk Theme Reputational / Legislative 
Risk Action Plan (Controls or Treatment 
Proposed) 

Nil 

Consequence Insignificant Minor Moderate Major Catastrophic 
Likelihood 1 2 3 4 5 

Almost Certain 5 Medium (5) High (10) High (15) Extreme (20) Extreme (25) 
Likely 4 Low (4) Medium (8) High (12) High (16) Extreme (20) 
Possible 3 Low (3) Medium (6) Medium (9) High (12) High (15) 
Unlikely 2 Low (2) Low (4) Medium (6) Medium (8) High (10) 
Rare 1 Low (1) Low (2) Low (3) Low (4) Medium (5) 

Voting Requirements 
Simple Majority 

Recommendation 
That the Audit Committee receives the Financial Management Systems and Procedures 
Review December 2020, finding and recommendations as presented. 

Moved:_______________________________  Seconded:  _______________________ 
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1.0 Executive Summary 

The objective of the Financial Management Review (FMR) is to examine the appropriateness and 
effectiveness of the Financial Management Systems (Procedures) and the Policies of the Shire of Pingelly 
on behalf of the Chief Executive Officer (CEO) as Required by Regulation 5(2) (c) Local Government 
(Financial Management) Regulations 1996 . 

Regulation 5(2)(c) of the Local Government (Financial Management) Regulations 1996 requires the Chief 
Executive Officer (CEO) to undertake a review of the appropriateness and effectiveness of the financial 
management systems and procedures of the local government regularly (and not less than once in 
every four year financial years) and report to the local government the results of those reviews. 

This review identified that the Shire of Pingelly has changed all the Executive team within the last year 
with the Executive Manager Corporate Services being in place for approximately five months at the time 
of this review. It should be noted that this executive is positively updating and changing several 
procedures, and this should be supported and encouraged. 

It is this authors opinion that the Shire of Pingelly is currently in a positive state of change as the CEO 
has embarked on an agenda to modernise process and procedures and (where possible) shift to 
electronic records rather than manual paper copies. This overall change agenda is being embraced by 
the staff and this review found all staff positive, helpful and actively suggesting improvements which 
demonstrates a good culture and is reflective of good leadership. 

It is important to note that the Shire of Pingelly has (in previous years) created a major community 
cultural and sporting facility (PRACC) in recent years, with State funding, and this facility has the potential 
to be the centre of economic development for the Shire. It is this authors opinion that a major 
development and growth business strategy and plan is needed to build on this facility and attract 
significant revenue to the Shire.  

It should be noted that the building of the PRACC has (in previous years) drawn all financial resources 
from the Shire and has left the organisation in a challenging financial position that will limit activities for 
some years to come. This means that the Long-Term Financial Plan (LTFP) is potentially the key tool that 
needs maintained and that Councillors need to be aware of. This LTFP should be used as a planning tool 
to show the impact of any future financial decisions so that Council can understand the impact of 
decisions going forward. 

This review has identified improvement areas to the Shire’s policies and procedures that are listed within 
the document along with the following key themes: 

• Policies are key to Council delivery and need to supply a clear overall direction for the CEO but
avoid becoming procedures.

o Evidence would suggest there are several policies that are too detailed and should be
separated into policies with the detail removed and placed in operational procedures.

• The positive change agenda means that changes to procedures can outstrip policy quite quickly.
As a result, there needs to be a planned approach that follows the steps below in the right order.

o Identify the required changes to procedures and review these against the existing policy.
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o If the policy requires changes, then make sure the policy is updated and agreed by
Council before procedures change.

 This would prevent the procedures not following policy and is the correct
approach to improvement.

• The Shire Council needs to have a clear approach to all policies that ensure policies do not
stretch into describing procedures.

o There are several policies that are better suited to being procedures and the Shire
should either remove these, convert them to procedures or create a policy that is
relevant.

Overall, this review has identified a range of high-risk areas within the Shire, however these should be 
studied carefully as the above themes are the real reasons these are high risk, rather than any 
underperformance by teams. 
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2.0 Scope 
The objective of the Financial Management Review (FMR) is to examine the appropriateness and 
effectiveness of the Financial Management Systems (Procedures) and the Policies of the Shire of Pingelly 
on behalf of the Chief Executive Officer (CEO) as Required by Regulation 5(2) (c) Local Government 
(Financial Management) Regulations 1996 . 

Regulation 5(2)(c) of the Local Government (Financial Management) Regulations 1996 requires the Chief 
Executive Officer (CEO) to undertake a review of the appropriateness and effectiveness of the financial 
management systems and procedures of the local government regularly (and not less than once in 
every four year financial years) and report to the local government the results of those reviews. 

The Financial Management Review covers the period 2020/2021 and results are to be reported to the 
Department of Local Government every three years as contained on this scope. 

The report summarises the financial management policies review, findings of the review, managements 
response and recommendations on the following financial policies and procedures of the Shire of 
Pingelly. 
During the report each policy was assessed to ensure they were compliance with the Strategic 
Community Plan (SCP)2020-2030 and the Corporate Business Plan (CBP)2020-2024. 

The examination covered all policies relating to a financial matter for the Shire. 
The following policies were reviewed. 

1.1  Fixed Assets Valuation, Capitalisation and Depreciation 
1.5  Related Party Disclosures 
2.7  Risk Management 
3.3  Deposits for Cleaning and or Repairs 
4.5  Conference and Meeting Expenses 
4.10   Councillor Training 
5.1  Bank Account Signatories and Payments 
5.2  Investment of Surplus Funds 
5.5  Donations 
5.6  Sundry Debtors Recovery 
5.7  Rates Recovery 
5.8  Self Supporting Loans 
5.9  Advances to Community Organisations 
5.10   Pensioner and /Senior Concession on Non-Residential Properties 
5.11   Purchasing  
5.12   Minimum Rate Assessments on Shire Boundary 
5.13   Asset Management 
5.14   Corporate Credit Cards 
5.15   Community Grant Scheme 
5.16   Sponsorship 
5.17   Correct Usage of Shire Fuel Cards  
7.6     Buildings Owned by the Shire of Pingelly 
7.11   Pingelly Museum Collection Management  
9.1     Management of Council Records 
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10.7   Shire Housing – Water Usage 
10.8   Gratuity Payments to Employees 
10.16 Chief Executive Officer Annual Performance Review 
10.18 Staff Housing 
7.14   Communications and Social Media 

The examination also covered other matters including 
• Minutes of Council meeting to ensure compliances with relevant Legislation and Regulations
• The Shire of Pingelly Organisational Structure
• The Shire of Pingelly Strategic Community Plan
• The Shire of Pingelly Corporate Business Plan
• The Shire of Pingelly Standing Orders Local Laws 2017
• The Shire of Pingelly Delegation Register 2020
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3.0 Health Chart 
This risk analysis is based on the following 3 categories 

High Risk: 

This is where an existing endorsed policy is not followed due to circumstances that may include a policy 
being out of date or the current procedures within the administration do not align 

Medium Risk 

This is where generally policy and procedures align but there may be occasional discrepancies 

Low Risk 

This is where policies and procedures align  

Key 

Policy Ref Nature Risk 

Fixed Assets Valuation, Capitalisation and Depreciation 1.1 S H 

Related Party Disclosures 1.5 S L 

Risk Management 2.7 S H 

Deposits for Cleaning and/or Repairs 3.3 S L 

Conference and Meeting Expenses 4.5 S L 

Councillor Training Policy 4.10 S L 

Bank Account Signatories and Payments 5.1 S L 

Investment of Surplus Funds 5.2 S L 

Donations 5.5 S L 

S System and Procedures 

C Compliance Matter 

H 

M 

L 

High Risk 

Medium Risk 

Low Risk 
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Policy Ref Nature Risk 

Sundry Debtors Recovery 5.6 S M 

Rates Recovery 5.7 S M 

Self-Supporting Loans 5.8 S L 

Advances to Community Organisations 5.9 S L 

Pensioner and Seniors Concession on Non-Residential 
Properties 

5.10 S L 

Purchasing Policy 5.11 S M 

Maximum Rate Assessments on Shire Boundary 5.12 S L 

Asset Management 5.13 S H 

Corporate Credit Cards 5.14 S L 

Community Grant Scheme 5.15 S L 

Sponsorship Policy 5.16 S L 

Correct Usage of Shire Fuel Cards Policy 5.17 S L 

Buildings Owned by the Shire of Pingelly 7.6 S H 

Pingelly Museum Collection Management 7.11 S H 

Management of Council Records 9.1 S L 

Shire Housing-Water Usage 10.7 S L 

Gratuity Payments to Employees 10.8 S L 

Chief Executive Officer Annual Performance Review 10.16 S L 

Staff Housing 10.18 S H 
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Policy Ref Nature Risk 

Communications and Social Media 7.14 S L 
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4.0 Policies examined with detailed observation and 
comments 

Policy 1.1 Fixed Assets Valuation, Capitalisation and Depreciation 

Review & Adoption 

This is reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

The staff were interviewed on the fixed asset approach including controls over asset valuation/ 
revaluation, capitalisation and depreciation including disposal of assets, updating the fixed asset 
register, depreciation ratios and reconciliation of the fixed asset register to the general ledger. 

Findings 

Asset group descriptions and lifecycle ages are not standardised between the Asset Management 
Plan (AMP)and this policy. 

• This policy (page 2) lists several asset groups from sealed roads, streets through to
drainage

• The asset names are different between the AMP (page 24) and those used in the policy.
• Asset lifecycle estimated number of years need to match in both the policy and the AMP

The policy refers to ‘asset management’ and includes all assets including buildings, roads, 
computers etc.  However, the organisation currently separates key asset areas and handles them 
differently. An example of this is a defined AMP for Transport Infrastructure but there is not the 
same for buildings 

The procedure within the Shire applies a system of the Asset Register recording assets of above 
$5,000.00 

They are captured under Minor Equipment. This is different from the approach laid out in the 
policy due to new procedures and new approach within this area. As such the policy and 
procedures not currently align. 

The Shire team is progressing with a range of improvements to procedures and the improvement 
are known and on track. However, the policy needs to be updated prior to any changes to 
procedures. 

Overall Finding-High Risk 

The Shire has been on a journey of improvement around procedures since new key staff have 
joined over the last year; however, the appropriate approach that should be adopted is to revise 
and update the policy before procedures or registers are changed.  
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As a result, this review can only rate this policy as high risk and recommends the policy is changed 
at the first available opportunity.  

This should involve an alignment of the naming of the asset group types, a standard agreed life 
span of individual asset types (e.g.: pavements- 80 years) that will be listed in the policy and 
reflected in the Asset Management Plans. This alignment of asset descriptions and lifecycles (in 
years) will ensure the correct depreciation is applied across financials. 

Required Improvements 

1. This policy is adapted and adopted by Council at the earliest opportunity.
2. Asset group descriptions and lifecycle ages need to be standardised between the policy

and the Asset Management Plan (AMP).
3. The policy to refer to asset types potentially being in a range of relevant AMP’s.
4. Under the related documents section of the policy, the following documents need to be

listed;
• Policy 5.13 Asset Management; and,
• The Asset Management Plan (AMP).
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Policy 1.5 Related Party Disclosures 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

The relevant staff supplied the example information on this policy and a selection of ‘related 
Party Disclosures’ were examined. 

Findings 
The policy has a few minor errors to be changed on wording. 

• 3.1 – to add clarity of understanding please change second bullet point – add KMP
abbreviation after the word personnel.

• 4.1 – The title should read ‘For Related Party Disclosures’ – e.g. remove the word
Procedure as this is not a procedure.

• 4.4 – First Bullet point – adjust spacing on word ‘Paying’.

Councillor, CEO and staff Related Party Disclosures have been sampled and are aligned to the 
policy. 

Storage of Related Party Disclosures are within the strongroom. 

Overall Finding–Low Risk 

On review of related party disclosures and the procedures this was found to be compliant with 
policy. 

Recommended Improvements 

The policy has a few minor errors to be changed on wording. 
1. 3.1 – to add clarity of understanding please change second bullet point add KMP

abbreviation after the word personnel.
2. 4.1 – The title should read ‘For Related Party Disclosures’ – e.g. remove the word

Procedure as this is not a procedure.
3. 4.4 – First Bullet point – adjust spacing on word ‘Paying.’
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Policy 2.7 Risk Management 

Review & Adoption 

This should be reviewed three yearly and was last adopted by Council on 15th July 2020. 

Background 

Risk Management was part of most interviews across the organisation to gain an understanding 
and evidence of how risk management is understood and being applied. 

Findings 

This has been raised and defined with Council as per part 4.4.2 of the policy. 

There is a well-defined and document framework.  

The risk management framework is not yet embedded across all staff (This has resulted in certain 
areas adopting their own approach to this as the staff all believe it is important). This is common 
as a risk management approach is rolled out across the Shire and the Executive team are aware 
of this. 

An Audit and Risk Committee exists and consists of all Councillors and these meetings have been 
minuted and have been reviewed.  

Overall Finding–High Risk 

This review has found that there has been good work to define the Risk Management Framework 
by the Executive and the team have a general understanding. There still needs to be further work 
on communicating the framework and ensure all staff are applying this on a consistent basis. 
It was found that this is understood by the executive, but this is still classed as high risk until this 
has been completed. 
Note: Complete would be when staff are able to articulate or show the agreed risk framework 

and demonstrate where this has been used. 

Required Improvements 
1. There needs to be a ‘common sense ‘program of education and crosschecking that the

risk management framework is being used along with reporting to supply evidence of
this policy being implemented.

Note: It is understood training of staff is underway but as this is not yet embedded in all staff it 
can only be defined as high risk. 
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Policy 3.3 Deposit for Cleaning and/ or Repairs 

Review & Adoption 

This should be reviewed three yearly and was last adopted by Council on 15th July 2020. 

Background 

During discussions regarding this policy it was found that front counter staff are the responsible 
officers for this policy. 

Findings 

The current hiring forms for any facilities are currently being reviewed to remove any not 
applicable buildings. 

The process for ensuring that all bonds are handled and maintained appear to be in line with 4.3 
of the policy and checks are carried out before return of bonds. 

Bonds are logged into a trust account. 

Overall Finding–Low Risk 

This review found the procedures were aligned to the policy. 
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Policy 4.5 Conference and Meeting Expenses 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

Conference and meeting expenses is generally managed by the CEO’s EA. 

Findings 

The EA handles all enquiries, conference and meeting expenses are either covered by the 
individual Councillor’s quarterly allowances or when requested they are checked against available 
budget and agreed or not. If purchasing training this is organised through a purchase order.  
There are no typical other expenses claimed. 

On review of this policy the content makes it clear that this is for Councillor conference and 
meeting expenses. 

Overall Finding–Low Risk 

This review that the policy and the procedures align and are compliant. 
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Policy 4.10 Councillor Training 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

Councillor training is managed by the CEO’s EA. 

Findings 

There appears to be no training register on hand for quick referencing to who has completed 
their required training. Each time a Councillor has completed a training module it is emailed to 
the EA of the CEO for recording and storage. 

There is currently no induction manual for new or existing Councillors to reference although there 
is one being prepared before the next election. 

A complete induction manual is being implemented for all new Councillors to give them a better 
understanding of their obligation. 

Overall Finding-Low Risk 

This review find the Shire is low risk however, it should be noted that the key improvements listed 
below should be implemented as a matter of urgency.  

Suggested Improvements 

1. There could be single location of a Councillor training register that shows all training
undertaken.
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Policy 5.1 Bank Account Signatories and Payments 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

Reviewed via discussions and identification of the ‘any two from four signatories.’ 

Findings 

This policy is to ensure that all payments made by the Shire has 2 authorised officers that need 
to sign off on any payments the Shire makes from its bank account. 

The policy appears to be maintained to and that at least 2 of the 4 authorised officers are signing 
off on Payments. The 4 officers are the CEO, the Executive Manager of Technical Service, the 
Executive Manager of Corporate Services and the Senior Finance Officer. 

There appears to be no challenges with bank reconciliations. 

Overall Finding-Low Risk 

This review that the policy and the procedures align and are compliant. 
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Policy 5.2 Investment of Surplus Funds 

Review & Adoption  

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

This was examined via discussions with officers including the Executive Manager Corporate 
Services and staff. 

Findings 

This policy is currently being complied with however, prior to the Executive Manager Corporate 
Services commencing, it appears that there is no common register of investments other than 
Council minutes. It should be noted that prior to the Executive Manager of Corporate Service 
starting 5 months ago the only records were in Council minutes. 

There is now a register to be used for any such transaction. 

Overall Finding–Low risk 

This review has found that this is currently being complied with. 
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Policy 5.5 Donations 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

This was reviewed through discussion and recent records. 

Findings 

Although there are no such activities recently the staff are aware of the policy requirements. 

Overall Finding–Low Risk 

This Review found the procedure was well understood and aligned with policy but is rarely used. 

Suggested Improvements 

1. The Shire should consider changing this to a procedure rather than a policy.
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Policy 5.6 Sundry Debtors 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

After discussions with staff involved there appears to be some areas that need to be changed. 

Findings 

The register for this is referred to as ‘end of month debtors’ statement 

The procedure being followed align to the policy however the key staff interviewed identified a 
few potential improvements that the Shire may wish to improve. (these are listed below) 
The policy states this is signed off by the CEO however the procedures are the Exec Manager of 
Corporate Services signs off. 

Overall Finding-Medium Risk 

This review has found that the procedures are generally compliant, however the policy will need 
updated via Council to change 4.5 to reflect the fact that the Executive Manager of Corporate 
Service does this rather than the CEO. 

Required Improvements 

1. The policy will need updated via Council to change 4.5 to reflect the fact that the
appropriate designated officer does this rather than the CEO.

Suggested Improvements 

2. The policy has extensive timescales and would benefit from changing 4.2 from 60 days
to 30 days, 90 days is too long to wait for debt recovery.

Note: This is already under review by the Executive Manager of Corporate Services 

Shire of Pingelly Audit and Risk Committee Meeting Agenda 11 February 2021

122



Policy 5.7 Rates Recovery 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

After discussion with key staff it appears that this policy is being followed though although it was 
agreed that some changes could be made to have a better understanding of the policy. 

Findings 

This policy could be split into a policy and a procedure this being sections 4.1-4.4 as the policy 
then 4.5-4.10 being the procedure. 

Overall Finding-Medium risk 

This review has found that the procedures are generally compliant, however the policy will need 
updated via Council to change 4.5 to reflect the fact that the Executive Manager of Corporate 
Services does this rather than the CEO. 

This review also found the policy is a mix of policy and procedures and certain key reference 
documents are not mentioned. 

Required Improvements 

1. The policy will need to be updated via Council to change 4.5 to reflect the fact that the
appropriate designated officer does this rather than the CEO.

2. Separate the policy from the procedure elements.
3. Correct related documents need to be referenced in Related Documents they are Error! 

Use the Home tab to apply Name of Act/Reg to the text that you want to appear 
here. Rates and Charges Part 5. 
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Policy 5.8 Self Supporting Loans 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

Limited volume of these due to financial position. 

Findings 

It appears that there is only 1 self-supporting loan, and this is with the Pingelly Cottages. 

This loan is managed by West Australian Treasury and a statement is forward to the Shire each 
month for monitoring and recording. 

Overall Finding-Low Risk 

This review has found that this is currently being complied with. 
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Policy 5.9 Advances to Community Organisations 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

This policy deals with short term advances to community groups, however not used due to lack 
of financial resources.  

Findings 

It exists and is known but there have been no requirements to use this policy. 

Overall Finding-Low Risk 

As these are considered on application to council this policy, should be removed. 
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Policy 5.10 Pensioners and Seniors Concessions on Non-Residential Properties 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

After discussions with staff this policy may need to be updated to reflect who is responsible for 
approval of the concessions. 

Findings 

It appears there is no reporting process required for this policy, the Shire is notified by Water 
Corp as who has been approved for any concessions, once a form has been received to the Shire 
from Water Corp the officer in charge of rates updates the properties rating assessment  No 
approvals required from Council as this is directed from WaterCorp. 

Pensioners receive 50% and Seniors receive 25% discount. 

Related documents need to reflect Rates and Charges (Rebates and Deferment) Act 1992. 

Overall Finding-Low Risk 

This review has found that this is currently being complied with. 

Required Improvements 

1. It is recommended that the Related Documents needs to be updated to have Rates and 
Charges (Rebates and Deferment) Act 1992 as a related document.
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Policy 5.11 Purchasing 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

This policy and procedures were examined by reviewing a selection of procurement. 

Findings 
The policy was examined by interviewing relevant staff and their understanding of the purchasing 
policy. 

The knowledge across with all staff was aligned to the policy and the online system for all 
purchase orders. There is also a good understanding of when to use preferred supplier panels. 

Of the purchase orders reviewed a small percentage were found to not have the details recorded 
of who verbal quotes (or written) were obtained from. 

Overall Finding-Medium risk 

The procedures are well understood and align to the policy however 10%of the purchase orders 
reviewed have the quote type box ticked but have not been completed with the names of 
suppliers of who’s quotes have been received. It should be noted that this is known and being 
addressed by Executives. 

Required Improvements 

1. On the policy related documents section, it needs to include Local Government (financial 
management) regulations 1996. 

2. There should be a regular check on all procurement to ensure that staff always complete
the details of relevant quote information.
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Policy 5.12 Minimum Rate Assessments on Shire Boundaries 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

This policy is relevant to properties whose land is within two or more Shires. 

Findings 

Application for this needs to be in writing to the CEO. 

Overall Finding-Low Risk 

This review has found that this is currently being complied with. 
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Policy 5.13 Asset Management 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

This was examining the way the Shire approaches Asset Management by interviewing staff. 

Findings 

Asset management is currently split between transport infrastructure and buildings which are 
handled in different ways. 
The policy commits the Shire to funding and resourcing all requirements which it cannot currently 
do due to funding constraints. 
This policy is a mixture of policy and procedures and needs to reflect the framework that Council 
wishes to be deployed (e.g. An asset Strategy, Asset Management Plans) and the asset naming 
conventions. 

Overall Finding-High Risk 

As the current policy commits the Council to fully fund and resource all asset requirements this 
binds the Council to fully funding required staff and all renewal and maintenance gaps. This is 
not possible in the current and medium-term financial position and therefore cannot be 
complied with. The current asset policy should be redefined to lay out the requirements for the 
Shire to have an Asset Strategy and Asset Management Plans. 

The Policy should also require that the Long-Term Financial Plan must always reflect the full 
medium- and long-term renewal and maintenance gaps to ensure Council understands the task 
ahead, 

Required Improvements 

1. This policy is re-written to clearly layout the requirements for a Shire Asset Strategy that
is endorsed by Council and then a single Asset Management Plan that includes all Assets,

2. The new policy should include general existing points such as the scope of asset
management and the fact the Shire will aim to resource and fund required asset
management (where financial revenues allow).

3. The Policy should also require that the Long-Term Financial Plan must always reflect the
full medium- and long-term renewal and maintenance gaps to ensure Council
understands the task ahead.

4. It should also retain the need for Whole of Life costs description and add that all asset
decisions taken to Council must include Whole of life costs.
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Policy 5.14 Corporate Credit Cards 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

After a discussion with the Executive Manager of Corporate Services it was found there is only 3 
Credit Cards being used. 

Findings 

Use of the credit cards is tracked by the approved officers. These being the CEO, Executive 
Manager of Technical Services and the Executive Manager of Corporate Services. 

Each officer must complete a credit card use form and provide tax invoices or receipts when 
using a credit card. 

The credit card payments are included in the agenda report with details in the attachments. 

Overall Finding-Low Risk 

This review has found that this is currently being complied with. 
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Policy 5.15 Community Grant Scheme 

Review & Adoption 

This should be reviewed three yearly and was last adopted by Council on 15th July 2020. 

Background 

This was discussed with the Community Development Officer. 

Findings 

There is a strict procedure for this that is followed up by the Community Development Officer. 

The applicant must apply form to the Shire. The officer then reviews this for alignment to Council 
priorities to ensure it meets community outcomes and required benefits. The officer then 
prepares an agenda item to go to Council with a recommendation to approve or not. 

Overall Finding-Low Risk 

This review has found that this is currently being complied with. 
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Policy 5.16 Sponsorship 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

After a discussion with the appropriate officers it appears there is limited time the Shire have 
asked for sponsorships. This generally occurs around the time of large events. 

Findings 

There appears to be limited times the Council have needed sponsorship for events. 

One of the most recent sponsorships is the ‘Wheelchair Basketball Tournament’.  

This policy is generally handled by the Community Development Officer who follows the correct 
procedure for this policy. 

This policy appears to be quite lengthy and could possibly be broken down to different 
documents.  

Overall Finding-Low Risk 

This review has found that this is currently being complied with. 

Suggested Improvements 

1. Remove procedure description from policy
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Policy 5.17 Correct Usage of Shire Fuel Cards 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

After a discussion with the appropriate officer it appears there were some areas in this policy that 
needed attention. 

Findings 

This policy is currently being reviewed to be presented to Council. 
This review has compared procedure to the newly drafted policy and has been used for 
comparison. 

This policy includes procedures that could be in a separate document. 

Overall Finding–Low Risk 

This review has found this area to be low risk if the revised policy is presented and adopted by 
Council.  
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Policy 7.6 Buildings owned by the Shire of Pingelly 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

This policy is about the conditions that apply when hiring out a Shire building to a community 
group (such as a lease or similar).  

Findings 

This policy is not adhered to within the Shire, this policy is out of date and the Shire has very few 
buildings with the majority having separate agreements with community groups. 
The other key building this may apply to is the town hall that has been closed for the past 14 
months and is currently going through community consultation. 

As a result, there is no ability to measure the effectiveness of this policy and procedures as it 
does not apply to the operations or requirements within the Shire. 

Overall Finding-High Risk 

This review has found this policy is completely out of date and bares no relation to existing 
procedures as a result this policy should be replaced with a true lease policy that Council can see 
when they are ready to lease any buildings. 

Required Improvements 

1. Remove this policy.
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Policy 7.11 Pingelly Museum Collection Management 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

It appears that the Shire has little or no control over the Museum. 

Findings 

Some of the Councillors are members of the Acquisition Committee. 

Other than being responsible for the insurance of the items in the museum the Shire has no other 
financial ties to this museum. 

This policy has no procedures that are required within the Shire. This is due to Council entering 
into a different arrangement with a community committee. This new arrangement is established 
under a lease agreement. 

The Shire’s only responsibility is to pay the insurance on this facility. 

Overall Finding–High Risk 

This review has found this policy has the potential to bind the CEO to non-relevant activities and 
Council should remove this policy.  

Required Improvements 

1. Remove this policy

Shire of Pingelly Audit and Risk Committee Meeting Agenda 11 February 2021

135



Policy 9.1 Management of Council Records 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

Reviewed through interviews with staff. 

Findings 

This is to ensure that all Shire records are managed correctly as per the policy. 
• There is no one person responsible for managing the Shires records, all officers are

responsible for managing their own record keeping.
• Each of the Executive team are responsible for ensuring all records are completed

correctly.
• Related Documents needs to be updated to add Freedom of Information ACT 1992 

general Disposal Authority for Local Records and Local Government Act 1995. 

Elected Members 

All elected members do not create, collect and retain their own records relating to their role. 
They do not periodically deliver, to the CEO, originals or copies. 
As a result, there is no approach to recording or storing them at the Shire other than copies of 
emails being received by the EA. 

The Shire Executive’s understand document management and storage is not currently effective, 
and they are developing a record keeping and retention procedure for approval by state. 

Currently most documents and records are stored within Synergy by Executives and Managers 
however this is not adhering to a set procedure. 

Security of Records 

The review identified that the records storage area and the strong room is in a separate area, 
however the strong room is accessible by all staff. 

Overall Finding-High Risk 

The Executive team are aware of the issues around the historical records management approach 
and are actively developing a revised procedure. This is a positive approach, however at the time 
of this review the measurement is against the existing procedure. As a result, the current 
approach does not align to the policy and the draft improvements should be agreed and 
implemented as soon as possible. 
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In addition, this review found that access to document storage and the strong room was not 
clearly controlled. (it should be noted that this is a small Shire team) and a security procedure 
should be developed that is relevant to daily activities and document security. 

Required Improvements 

1. Create a new records storage and management procedure and train all staff
2. Identify the volume of work required to bring stored records and information up to date

to comply and gain Council approval to resource and action this.
3. Create a new document storage and strongroom security procedure and implement it.
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Policy 10.7 Shire Housing – Water Usage 

Review & Adoption 

A review is scheduled for March 2021 but the current one was last adopted 15 July 2020. 

Background 

Reviewed through interviews with staff. 

Findings 
This is being reviewed but the current process is compliant with existing policy. 

Overall Finding–Low Risk 

This review has found that this is currently being complied with. 
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Policy 10.8 Gratuity Payments to Employees 

Review & Adoption 

Reviewed and adopted 15 July 2020. 

Background 

This is to outline the Shire’s policy on gratuity payments to employees. 

Findings 

This policy is in place, but no gratuity payments have occurred this year. 

Overall Finding–Low Risk 

This review has found that this is currently being complied with. 
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Policy 10.16 CEO Annual Performance Review 

Review and Adoption 

Reviewed and adopted 15 July 2020 & Adoption. 

Background 

This is to ensure that all processes are followed throughout this policy. 

Findings 

Interviewing the CEO and a fully compliant process is followed that reflects the policy. 

Overall Finding-Low Risk 

This review has found that this is currently being complied with. 

Required Improvements 

Needs to reference Local Government Act 1995 s5.38(1) in policy and in related documents. 
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Policy 10.18 Staff Housing 

Review & Adoption 

This should be reviewed bi-annually and was last adopted by Council on 15th July 2020. 

Background 

. This is to ensure that all staff housing processes are correctly administered. 

Findings 

It has been found that there are only 2 houses currently being leased by Shire officers. 

There appears to be no tenancy agreement in place, the agreement forms part of the officer’s 
contract. 

There are no bonds required for these tenancies 

The gardens of these properties are maintained in full by the Shire, the tenant is only required to 
ensure the gardens are watered. 

The properties are inspected as soon as possible after a tenant has vacated the property. If there 
is any damage or carpets did not get clean the tenant will receive a bill for this. 

Overall Finding-High Risk 

This review has found that although the policy requires a formal tenancy agreement to exist 
between the Shire and the Staff (as per the Residential Tenancy Act), the agreement is embedding 
within the staff’s contract of employment. The Policy is out of date compared to procedures now 
in place and the policy needs reviewed and updated. 

Required Improvements 

1. Policy needs reviewed and updated to align to how staff housing is dealt with as part of
employee contracts

2. Needs to reference Residential Tenancy Act 1987 in Related Documents.
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Policy 7.14 Communications and Social Media 

Review & Adoption 

This policy was shown as adopted in the March 2020 Council meeting minutes but is not on the 
Policy Register. 

Background 

None 

Findings 

This was reviewed as a connection to financial management. 

Overall Finding-Low Risk 

This review has found that this is currently being complied with. 
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4.1 Potential Policies to be Created/Updated 

This review has identified that the Shire has two key policies Reviewed/Updated that should be 
developed. 

1. Occupational Health and Safety (since recent 2020 changes to legislation).
2. An IT Policy on IT security and care.

4.2 Other areas examined 

This review gathered evidence from staff interviews, procedures and evidence of activities. The review 
was also supported by the following sources: 

• Minutes of Meetings
• Budget
• Local Government (Audit) Regulation 17 Review 2019
• Delegation Register
• Standing Orders – Local Laws 2017
• Published Policy Manual on the Shire website as at 23rd November 2020

5.0 Conclusion 
The Financial Management Review did not identify any significant issues relating to the Shire’s Financial 
Management Systems and Procedures. The review has identified some process improvement 
opportunities that will be implemented to further enhance the Shire’s control environment and improve 
operational efficiency. 
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11. CLOSURE OF MEETING
The Chairman to declare the meeting closed.

Shire of Pingelly Audit and Risk Committee Meeting Agenda 11 February 2021

145


	Audit Committee Meeting Agenda
	1. DECLARATION OF OPENING / ANNOUNCEMENT OF VISITORS
	1.1. ACKNOWLEDGEMENT OF COUNTRY
	2. RECORD OF ATTENDANCE / APOLOGIES / APPROVED LEAVE OF ABSENCE
	3. RESPONSE TO PREVIOUS PUBLIC QUESTIONS TAKEN ON NOTICE
	4. PUBLIC QUESTION TIME
	5. APPLICATIONS FOR LEAVE OF ABSENCE
	6. DISCLOSURES OF INTEREST
	7. CONFIRMATION OF MINUTES AND REPORTS
	8. ANNOUNCEMENTS BY THE PRESIDING PERSON WITHOUT DISCUSSION
	9. PETITIONS / DEPUTATIONS / PRESENTATIONS / SUBMISSIONS
	10. BUSINESS
	10.1 Report on Audit Regulation 17
	Attachment 10.1 Internal Audit Report Final 2020
	Attachment 10.1 Scoring Assessment

	10.2 Compliance Audit Return 2020
	Attachment 10.2 CAR 2020
	10.3 Annual Financial Report and Audit Report 2019/20
	Attachment 10.3 Annual Financial Report 201920
	Auditor's Report

	10.4 Significant Matter Raised in Audit Report 2020
	10.5 Financial Management Systems and Procedures Review December 2020
	Financial Management Review




