
Special Audit, Risk and 
Governance Committee Meeting 

Unconfirmed Minutes 
Monday, 14 February 2022 

5pm 
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Minutes – Special Audit, Risk and Governance Committee 
Meeting – 14 February 2022 

Minutes of the Special Audit, Risk and Governance Committee Meeting held in the Council 
Chambers, Civic Centre, 6 Paterson Street, Mundijong on Monday, 14 February 2022. 
The Presiding Member, Councillor Strange declared the meeting open at 5pm and 
welcomed Councillors, Committee Members and Staff, and acknowledged that the meeting 
was being held on the traditional land of the Noongar People and paid her respects to the 
Traditional Owners, Elders Past, Present and Emerging. 
 

Minutes 
1. Attendances and apologies (including leave of absence) 

Councillors: L Strange……………………………………………Presiding Member 
R Coales (From 5:03pm) 
T Duggin (From 5:05pm) 
M Rich  
D Strautins (Deputy Member) 

External Members:  Kelly Berry 
Jacob Curulli 
Eileen Newby (From 5:06pm) 
Reinder Ruiter 

Officers:  Mr P Martin…………………………………….Chief Executive Officer 
Mr F Sullivan .........................................Director Corporate Services 
Mr A Trosic.......................................Director Development Services 
Mr R Najafzadeh………………….....Director Infrastructure Services 
Dr K Parker ...............................Manager Governance and Strategy 
Mr N Grant ............................................................Manager Finance 
Ms M Gibson ...........Governance Officer – Council and Committees 

(Minute Taker) 
Apologies: Councillor G Singh 

Ms H Sarcich………………...Deputy CEO / Director Community and 
Organisational Development 

Mr R Kahango...……………………………………….Internal Auditor 
Observers: Councillor M Byas (From 5:22pm) 

2. Petitions and deputations: 
Nil. 

3. Declaration of Member’s and Officer’s interest: 
Ms Kelly Berry declared an Impartiality Interest in item 5.1.1 - Annual Financial 
Statements and Audit Report 2020 - 2021, as her spouse is a Shire staff member. 

4. Receipt of minutes or reports and consideration of adoption of 
recommendations from Committee meetings held since the previous 
Council meetings: 
Nil.  
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Minutes – Special Audit, Risk and Governance Committee 
Meeting – 14 February 2022 

5. Reports for consideration: 
5.1 Reports:  

5.1.1 – Annual Financial Statements and Audit Report 2020 - 2021 (SJ800) 

Responsible Officer: Manager Finance  
Senior Officer: Director Corporate Services 

Disclosure of Officers 
Interest: 

No Officer involved in the preparation of this report has an interest 
to declare in accordance with the provisions of the  
Local Government Act 1995. 

Authority / Discretion 

Legislative Includes adopting local laws, local planning schemes and policies. 

Report Purpose 
This report presents the audited Annual Financial Statements and Audit Management 
Report for the period ended 30 June 2021. The Shire’s Auditor, The Office of the Auditor 
General, has provided the Audit Report and Management Report for the financial year ended 
30 June 2021. 
Relevant Previous Decisions of Council 
There is no previous Council decision relating to this matter. 
Background 
Pursuant to Sections 6.4, 7.2, 7.3 and 7.9 of the Local Government Act 1995, Local 
Governments are required each year to have the accounts and annual financial report of the 
Shire audited by an auditor appointed by the local government. 
Community / Stakeholder Consultation 
Not Applicable. 
Statutory Environment 
Section 6.4 of the Local Government Act 1995 states that: 

“the local government is to prepare an annual financial report for the preceding 
financial year, and submit to its auditor by 30 September following each financial 
year, including the accounts of the local government balanced up to the last day 
of the preceding financial year. 

Section 7.2 of the Local Government Act 1995 states that: 
“the accounts and financial statements of a local government for each financial 
year are to be audited by an auditor appointed by the local government.” 

Section 7.3 of the Local Government Act 1995 states: 
“A local government is to, from time to time whenever such an appointment is 
necessary or expedient, appoint a person, on the recommendation of the Audit 
Committee, to be its auditor”. 
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Meeting – 14 February 2022 

Section 7.9 (1) of the Local Government Act 1995 states: 
“An auditor is required to examine the accounts and annual financial report 
submitted for audit and, by 31 December next following the financial year to 
which the accounts and report relate or such later date as may be prescribed, 
to prepare a report thereon and forward a copy of the report to: 
a) The Mayor or President; 
b) The Chief Executive Officer of the local government; and 
c) The Minister.” 

Comment 
Interim Management Report 
In their Interim Management Report for the financial year ended 30 June 2020, the Office of 
the Auditor General identified the following matters: 

INDEX OF FINDINGS RATING 
 Significant Moderate Minor 
1. Daily banking reconciliations, cash count and 

banking.     

2. Key balance sheet reconciliations.    

KEY TO RATINGS 

Auditor Comment 
In relation to the specific matters raised, below is a summary of these matters and how they 
were addressed by management: 
1. Daily banking reconciliations, cash count and banking 

We identified that all 21 sample daily banking reconciliations tested were not signed by 
the reviewer as evidence of an independent review. 
In addition, our daily banking testing identified the following: 

• The front counter till is not counted at the end of the day if no cash is received or cash 
was received in the exact amount and change was not given to the customer; and 

• Cash is held on the premises for an extended period of time (sometimes greater than 
7 days, one instance identified 13 days) as the Shire does not complete banking on 
a frequent basis. 

Significant - Those findings where there is potentially a significant risk to the entity should 
the finding not be addressed by the entity promptly. 

Moderate - Those findings which are of sufficient concern to warrant action being taken 
by the entity as soon as practicable. 

Minor - Those findings that are not of primary concern but still warrant action being 
taken. 
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Minutes – Special Audit, Risk and Governance Committee 
Meeting – 14 February 2022 

Management Comment and Action 
Whilst daily reconciliations were being completed by Customer Service and reviewed by 
the Supervisor, these reconciliations were not signed by the reviewer. Daily banking 
reconciliations to be signed by the reviewer moving forward. 
With regard to cash deposits, the delay was in large part due to impacts of COVID and 
requirement for work from home for a majority of staff, as well as staff illness, however 
we now have multiple staff able to make regular deposits regardless of such instances 
to reduce this risk. 
The two corrective actions listed above address to this matter has been implemented 
and are complete.  No further action is proposed. 

2. Key balance sheet reconciliations  
Auditor Comment 
Our review of the month end reconciliation procedures identified key balance sheet 
reconciliations are being completed and independently reviewed. However, the key 
balance sheet reconciliations are not being signed off by both the preparer and 
independent reviewer. 
Management Comment and Action 
All month end reconciliations are to be signed off individually, in addition to the current 
process whereby officers complete and initial the end of month checklist and senior staff 
and management review and initial to indicate their satisfaction that the reconciliations 
have been done and done appropriately. 
Audit Management Report – Final 
In their Final Management Report for the financial year ended 30 June 2020, the Office 
of the Auditor General identified the following matters: 

INDEX OF FINDINGS RATING 
 Significant Moderate Minor 
1. Treatment of gifted assets    
2. Review of post period supplier invoices    
3. Excessive annual leave     

Officer Comment 
In relation to the specific matters raised, below is a summary of these matters and how they 
were addressed by management: 
1. TREATMENT OF GIFTED ASSETS 

Auditor Comment 
At the time of completing the audit, the Shire was unable to provide copies of the 
Certificate of Practical Completion for a number of the sub-divisions gifted by the 
developers that were selected for testing. This resulted in us not being able to verify the 
exact date of ownership of these gifted assets including when the Shire should have 
started recording the associated depreciation expense.  

8.2 - Attachment 1

Ordinary Council Meeting - 21 February 2022



 

 

Page 7 of 16 

Reference: E22/1784         © Shire of Serpentine Jarrahdale 2022 

 
Minutes – Special Audit, Risk and Governance Committee 
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In addition, for the subdivisions where the Certificate of Practical Completion was 
provided, we identified that the assets were not recorded at the time of practical 
completion, resulting in an understatement of the depreciation expense for FY2020/21. 
The Shire explained that this occurred due to the difficulty in obtaining the relevant 
information from the developer in order to complete the validation process.  
Management Comment and Action 
The Shire has recently completed a restructure of the Infrastructure Directorate which 
has resulted in responsibility for asset data capture and maintenance, to now sit within 
the finance department. This has resulted in the finance department having more control 
over the data validation process and subsequent recognition. 
As part of the process for subdivision approvals and subsequent asset recognition, the 
finance department has added a step to the existing process, requesting practical 
completion letters be provided in addition to the As Constructed asset data, prior to 
commissioning of the asset. This is to ensure that appropriate cut-off can be applied.  
This attribute will also be made a mandatory field within the Shire’s ERP, meaning that 
the system will not allow you to add the asset without the requisite information.  

2. REVIEW OF POST PERIOD SUPPLIER INVOICES 
Auditor Comment 
During our review of supplier invoices received subsequent to year-end, we identified 
supplier invoices received in the month of July 2021 that had not been recognised as an 
accrued expense. This resulted in an adjustment of $56,635.15 recognised in the annual 
financial report. Furthermore, an additional $102,430.16 was recognised as capital 
commitments in the annual financial report.  
Management Comment and Action 
The Shire applies a cut-off annually to enable finalisation of actuals and ensure the Shire 
can progress with its financial reporting requirements. In addition, the cut-off is applied 
to ensure staff and suppliers are aware of the need to progress invoices and goods 
receipts in a timely matter.  
The cut-off period is currently two weeks post year end, with review of payment runs 
post cut-off, including an assessment of any invoices dated in the previous financial year 
to ensure any material invoices are recognised in the correct period, subject to 
confirmation the good or service has actually been provided. 
Moving forward, the Shire will extend the cut-off period to the end of July. We will 
continue to review payment runs post cut-off to ensure any material invoices are 
recognised in the correct period. 

3. EXCESSIVE ANNUAL LEAVE 
Auditor Comment 
We noted 17 employees have accrued in excess of eight weeks annual leave at year 
end. 
Management Comment and Action 
The Shire provides monthly manager reports detailing leave balances. As part of 
managing leave entitlements the Shire is looking to actively encourage staff to take 
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leave, with development of leave plans and other measures to facilitate taking of leave 
and reduction of balances.  
In addition, and in accordance with the Award, employees with excess of eight weeks 
leave can be directed to take leave, however the Shire will always seek to engage with 
employees in a collaborative manner in this regard. 
It should be noted that the impacts of COVID and closing of borders has had a significant 
impact on the taking of leave, due to the limits regarding travel. 
Audit Opinion 
The Audit Report for the year ended 30 June 2021 included an unmodified opinion. 
The opinion noted the following matters: 
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 matter indicates a significant adverse 

trend in the financial position of the Shire:  
The Operating Surplus Standard Ratio as reported in Note 34 of the annual 
financial report is below the Department of Local Government, Sport and 
Cultural Industries basic standard for the past 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) Daily banking reconciliations were not evidenced as reviewed by an 

independent person. In addition, the daily cash count for the front counter 
till was not performed consistently. This increased the risk of errors and 
omissions remaining undetected; however our audit testing did not 
identify any such instances. 

Officer Comment 
In relation to the matter regarding the daily cash count at front counter, this was addressed 
above in response to when the issue was raised during the interim audit. It was accepted 
that this matter had been satisfactorily resolved during the completion of the final audit.  
Under section 7.12A of the Act, the Shire is required to report to the Minister on the actions 
proposed to be undertaken in response to issues identified by the Auditor.  As noted above 
the two actions which have been implemented are as follows: 

Issue Action Status 
We identified that all 21 sample 
daily banking reconciliations 
tested were not signed by the 
reviewer as evidence of an 
independent review. 
In addition, our daily banking 
testing identified the following: 

Whilst daily reconciliations 
were being completed by 
Customer Service and 
reviewed by the Supervisor, 
these reconciliations were not 
signed by the reviewer. Daily 
banking reconciliations to be 

Complete. 
The two corrective 
actions related to this 
matter has been 
implemented. 
No further action is 
proposed. 
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• The front counter till is not 
counted at the end of the day if 
no cash is received or cash was 
received in the exact amount 
and change was not given to the 
customer; and 

• Cash is held on the premises for 
an extended period of time 
(sometimes greater than 7 days, 
one instance identified 13 days) 
as the Shire does not complete 
banking on a frequent basis. 

signed by the reviewer moving 
forward. 
With regard to cash deposits, 
the delay was in large part due 
to impacts of COVID and 
requirement for work from 
home for a majority of staff, as 
well as staff illness, however we 
now have multiple staff able to 
make regular deposits 
regardless of such instances to 
reduce this risk. 

 

The Operating Surplus Ratio has remained under the Department’s standard for the past 
5 years as indicated in the extract below: 

Financial Year Ended 30 June 2021 2020 2019 2018 2017 
Operating Surplus Ratio (0.11) (0.05) (0.05) (0.10) 0.00 

Officers have been working at improving the Shire’s operating position through management 
of operating cash costs and budget initiatives however in accordance with above the issue 
of financial sustainability is a significant one the Shire continues to face.  
The Shire’s growth rate and creation and ownership of new asset (both built and gifted) is 
significant. The below table illustrates this growth over the past 4 financial years: 

Item FY20-21  
($) 

FY19-20  
($) 

FY18-19  
($) 

FY17-18  
($) 

% 
Change 

Fixed Assets 
(Depreciable Assets 
at Replacement Cost) 

573,740,979 557,504,887 527,830,837 514,217,275 11.6% 

This combined with asset revaluations has resulted in a 56.1% increase in depreciation over 
the same period, and simultaneously there is a corresponding significant increase in 
maintenance costs.  
In contrast, the Shire’s cash operating costs (excluding depreciation) have increased by only 
3.8% over the same period, despite servicing an additional 1,271 rateable properties, an 
increase of 11.4% over the period. 
Please refer to the table below, which demonstrates the impact of these items from a 
financial reporting point of view over the past 4 financial years: 
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Item FY20-21  
($) 

FY19-20  
($) 

FY18-19  
($) 

FY17-18  
($) 

% 
Change 

Operating Expenditure 
excluding Depreciation - 
Budget 

30,607,120 30,688,369 31,276,035 31,677,540 -3.4% 

Deprecation Expenditure 
- Budget 8,814,385 8,327,798 6,339,545 5,305,661 66.1% 

Total Operating 
Expenditure - Budget 39,421,505 39,016,167 37,615,580 36,983,201 6.6% 

Operating Expenditure 
excluding Depreciation - 
Actuals 

30,264,431 28,606,201 28,399,322 29,157,838 3.8% 

Deprecation Expenditure 
– Actuals 9,844,544 8,683,236 7,877,094 6,306,178 56.1% 

Total Operating 
Expenditure - Actuals 40,108,975 37,289,437 36,276,416 35,464,016 13.1% 

Rates Revenue - Actuals 24,457,638 24,052,373 23,169,149 21,048,793 16.2% 
Rateable Properties 12,394 11,769 11,574 11,123 11.4% 

Officers will continue to put forward initiatives to address these issues through the upcoming 
annual budget process. 
Summary of Overall Financial Performance 
The year ended 30 June 2021 has seen the Shire continue to deal with the impacts of being 
a fast-growing peri-urban local government. This is reflected in the Financial Health Indicator 
(FHI) and ratio information presented below. 
The FHI Score of 69 is greater than the OAG’s FHI benchmark. 

Description OAG 
Benchmark 2021 2020 2019 2018 2017 

Current Ratio 1.00 2.72 1.45 1.46 1.28 1.73 
Asset Consumption Ratio 0.45 0.75 0.73 0.74 0.77 0.96 
Asset Renewal Funding Ratio 0.60 1.02 0.93 0.70 0.46 0.67 
Asset Sustainability Ratio 0.80 0.55 0.85 0.94 0.66 0.64 
Debt Service Cover Ratio 1.90 5.92 10.61 9.94 7.18 12.25 
Operating Surplus Ratio 0.00 (0.11) (0.05) (0.05) (0.10) 0.00 
Own Source Revenue 
Coverage Ratio 0.35 0.82 0.85 0.86 0.82 0.86 

Financial Health Indicator 
Score 40 69 72 73 60 66 
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The above ratios are calculated as follows: 

       
Current ratio current assets minus restricted assets 

  current liabilities minus liabilities associated 
  with restricted assets 
       

Asset consumption ratio 
depreciated replacement costs of depreciable 

assets 
  current replacement cost of depreciable assets 
       

Asset renewal funding ratio NPV of planned capital renewal over 10 years 
  NPV of required capital expenditure over 10 years 
       

Asset sustainability ratio capital renewal and replacement expenditure 
  depreciation 
       

Debt service cover ratio 
annual operating surplus before interest and 

depreciation 
  principal and interest 
       

Operating surplus ratio operating revenue minus operating expenses 
  own source operating revenue 
       

Own source revenue coverage ratio own source operating revenue 
  operating expense 

The above demonstrates stability in these indicators over the past 3 years. The 2020-2021 
financial year saw an increase in service requirement in the planning, building and 
compliance areas as government stimulus prompted a significant surge in building and 
development activity. 
The Shire’s FHI has dropped slightly, primarily as a result of capital delivery timelines, with 
a number of budgeted projects carried forward. This is reflected by the increase in the 
Current Ratio due to non-operating grants being received but unspent leading to an increase 
in cash held, and a drop in the Asset Sustainability Ratio, which reflects asset renewal 
expenditure as a percentage of depreciation. 
To improve the Shire’s capacity to deliver capital projects, a restructure of the Infrastructure 
Directorate has been undertaken to refine the organisational structure of the team and 
enable better outcomes in this regard.  
Officers anticipate continued significant demand and growth in the short and medium term 
as federal and state government stimulus and creation of new asset continues to drive 
population growth and demand for services. 
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Options and Implications 
Option1  
That the Audit, Risk and Governance Committee: 
1. RECEIVES the 2020/2021 Annual Financial Report including the Independent Audit 

Report from the Office of the Auditor General as per attachment 1, in accordance with 
Section 7.2 of the Local Government Act 1995. 

2. RECEIVES the Office of the Auditor General Audit Management Report as per 
attachment 2. 

3. RECOMMENDS that Council AUTHORISES the Shire President to write to the Minister 
for Local Government addressing the action the local government has taken in respect 
to the matters identified as significant by the Auditor as described in this report in 
accordance with section 7.12A of the Local Government Act 1995. 

Option 2  
That the Audit, Risk and Governance Committee DOES NOT RECEIVE the 2020/2021 
Annual Financial Report including Independent Audit Report from the Office of the Auditor 
General as per attachment 1, in accordance with Section 7.2 of the Local Government Act 
1995, and the Office of the Auditor General Audit Management Report as per  
attachment 2. 
 
Option 1 is recommended. 
Conclusion 
The 2021-22 Audit Report demonstrates the overall sound finance and governance controls 
that exist within the Shire.  Officers believe that the Audit findings provide a strong basis for 
continual improvement and quality assurance. 
Attachments (available under separate cover) 
• 5.1.1 - attachment 1 – Annual Financial Report – 30 June 2021 (E22/468) 

• 5.1.1 - attachment 2 – Audit Management Report – 30 June 2021 (IN22/873) 
• 5.1.1 - attachment 3 – Interim Management Report – 30 June 2021 (E22/476) 
Alignment with our Strategic Community Plan 

Outcome 4.1 A resilient, efficient and effective organisation 

Strategy 4.1.1 
Provide efficient, effective, innovative, professional management of Shire 
operations to deliver the best outcome for the community within allocated 
resources. 

Financial Implications 
Budget provision has been included in the 2021/2022 budget to accommodate the expenses 
associated with carrying out the external audit. 
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Risk Implications 
Risk has been assessed on the basis of the Officer’s Recommendation. 

O
ffi

ce
r O

pt
io

n 

Risk Description Controls 
Principal 
Consequence 
Category 

Risk 
Assessment 

Risk Mitigation 
Strategies (to 
further lower 
the risk rating if 
required) 

Li
ke

lih
oo

d 

C
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se
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ce

 

R
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k 
R

at
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1 There is no significant risk with the Audit, Risk and Governance Committee receiving the 
2020/2021 Annual Financial Report. 

2 That the Audit, 
Risk and 
Governance 
Committee does 
not receive the 
2020/2021 Annual 
Financial Report 
leading the Shire 
to not comply with 
Section 7.2 of the 
Local Government 
Act 1995. 

Provision of 
sufficient 
information and 
records to 
support the 
recommendation 

Financial 

U
nl

ik
el

y 

In
si

gn
ifi

ca
nt

 

LO
W

 Accept Officer 
recommendation 

Voting Requirements: Absolute Majority 

Officer Recommendation 
That the Audit, Risk and Governance Committee: 
1. RECEIVES the 2020/2021 Annual Financial Report including the Independent Audit 

Report from the Office of the Auditor General as per attachment 1, in accordance with 
Section 7.2 of the Local Government Act 1995. 

2. RECEIVES the Office of the Auditor General Audit Management Report as per 
attachment 2. 

3. RECOMMENDS that Council AUTHORISES the Shire President to write to the Minister 
for Local Government addressing the action the local government has taken in respect 
to the matters identified as significant by the Auditor as described in this report in 
accordance with section 7.12A of the Local Government Act 1995. 

Councillor Coales arrived at the Meeting at 5:03pm. 
Councillor Coales left the Chambers at 5:04pm. 
Councillor Coales returned to the Chambers at 5:04pm. 
Councillor Duggin arrived at the Meeting at 5:05pm. 
Eileen Newby arrived at the Meeting at 5:06pm. 
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ARG001/02/22 
AUDIT, RISK AND GOVERNANCE COMMITTEE RESOLUTION 
Moved Cr Rich, seconded Ms Newby 
In accordance with clause 11.1(c) of the Standing Orders Local Law 2002 (as 
Amended) that the committee now adjourn for a period of 5 mins at 5:42pm. 

CARRIED UNANIMOUSLY 9/0 
Presiding Member, Councillor Strange reopened the meeting at 5:47pm with the 
following in attendance: 
Councillors: L Strange……………………………………………..Presiding Member 

R Coales  
T Duggin  
M Rich  
D Strautins (Deputy Member) 

External Members:  Kelly Berry 
Jacob Curulli 
Eileen Newby  
Reinder Ruiter 

Officers:  Mr P Martin………………………………………Chief Executive Officer 
Mr F Sullivan ..........................................Director Corporate Services 
Mr A Trosic.........................................Director Development Services 
Mr R Najafzadeh………………….......Director Infrastructure Services 
Dr K Parker .................................Manager Governance and Strategy 
Mr N Grant ..............................................................Manager Finance 
Ms M Gibson .............Governance Officer – Council and Committees 

(Minute Taker) 
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ARG002/02/22 
AUDIT, RISK AND GOVERNANCE COMMITTEE RESOLUTION 
Moved Ms Newby, seconded Cr Rich 
That the Audit, Risk and Governance Committee: 
1. RECEIVES the 2020/2021 Annual Financial Report including the Independent 

Audit Report from the Office of the Auditor General as per attachment 1, in 
accordance with Section 7.2 of the Local Government Act 1995. 

2. RECEIVES the Office of the Auditor General Audit Management Report as per 
attachment 2. 

3. RECOMMENDS that Council AUTHORISES the Shire President to write to the 
Minister for Local Government addressing the action the local government has 
taken in respect to the matters identified as significant by the Auditor as 
described in this report in accordance with section 7.12A of the  
Local Government Act 1995. 

4. REQUESTS that the Chief Executive Officer seek clarification on the assumptions 
settlement basis of leave liability, as detailed in note 20.  

CARRIED UNANIMOUSLY 9/0 
Reason for difference to Officer Recommendation 
Difference in amount which is allocated in the current liability and long-term liability between 
the balance sheet and the second part of the note. 

 

Please note that the Audit, Risk and Governance Committee does not have delegated 
authority to make decisions. All recommendations of the Audit, Risk and Governance 
Committee are presented to Council for ratification. 
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Minutes – Special Audit, Risk and Governance Committee 
Meeting – 14 February 2022 

6. Motions of which notice has been given: 
Nil. 

7. Urgent business: 
Nil. 

8. Closure: 
There being no further business, the Presiding Member declared the meeting closed at 
5:52pm.  

I certify that these minutes were confirmed at the Audit, Risk and Governance 
Committee Meeting held on 28 February 2022 

 
…................................................. Presiding Member – Councillor Strange 

 
…................................................................... Date 
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