
 

 

CITY OF ARMADALE 
 

AGENDA 
 
 
OF CITY AUDIT COMMITTEE TO BE HELD IN THE COMMITTEE ROOM, 
ADMINISTRATION CENTRE, 7 ORCHARD AVENUE, ARMADALE ON MONDAY, 18 
MARCH 2013 AT 5:45 PM. 
 
  
A meal will be served at 6:15 p.m. 

 
 
PRESENT: 
 
 
 
 
APOLOGIES:  Cr L Sargeson (Leave of Absence)  
 
 
 
 
OBSERVERS: 
 
 
 
 
IN ATTENDANCE: 
 
 
 
 
DECLARATION OF MEMBERS’ INTERESTS 
 
 
 
PUBLIC QUESTION TIME 
 
Note: 
Meetings of the City Audit Committee are closed to the public on the basis that matters to be 
dealt with by Committee will generally be of a sensitive and confidential nature which, if 
disclosed could reasonably be expected to impair the effectiveness of the audit process – 
Council resolution CS18/2001 refers. 
 
DEPUTATION 
  
 
 
 
 



 

 

CONFIRMATION OF MINUTES 
 

RECOMMEND 
 
Minutes of the City Audit Committee Meeting held on 5 November 2012 be 
confirmed.  

 
  
 
 
 
“For details of Councillor Membership on this Committee, please refer to the City’s website 
– www.armadale.wa.gov.au/your council/councillors.” 



 

 

 

CONTENTS 

 
 

CITY AUDIT COMMITTEE 
 

18 MARCH 2013 
 

 
            
1. FINANCIAL MANAGEMENT & PLANNING 

1.1 COMPLIANCE AUDIT RETURN - 2012 CALENDAR YEAR  ..................................................... 2 

1.2 AMENDMENTS TO THE LOCAL GOVERNMENT (AUDIT) REGULATIONS 1996 
 .............................................................................................................................................................. 5                          

2. COUNCILLORS’ ITEMS 

NIL ................................................................................................................................................................ 11 
 
 
SUMMARY OF “A” ATTACHMENTS ...................................................................................................... 12             



CITY AUDIT 2 18 MARCH 2013 
COMMITTEE - Financial Management & Planning 
 

 

 

1.1 - COMPLIANCE AUDIT RETURN - 2012 CALENDAR YEAR  
    
 

WARD 
 

: ALL In Brief: 

Council is requested to consider and 
adopt the 2012 Compliance Audit 
Return covering the period 1st 
January 2012 to 31st December 2012 
as presented, noting that there was 
one minor instance of non-
compliance. 

FILE No. 
 

: M/162/13 
 

DATE 
 

: 14 March 2013 

REF 
 

: TM  

RESPONSIBLE 
MANAGER 
 

: Executive Director 
Corporate Services  

 

 

Officer Interest Declaration 

Nil  
 
Strategic Implications 

Good governance and leadership 
- Support an Audit Committee to assist accountability and good governance 

 
Legislation Implications 

Local Government (Audit) Regulations 1996, ie. 
 

 Clause 13 – prescribed statutory requirements for which compliance audit needed; 
 Clause 14 – compliance audits by local governments; 
 Clause 15 – compliance audit return, certified copy of etc. to be given to Executive 

Director; 

 
 
Council Policy/Local Law Implications 

Nil  
 
Budget/Financial Implications 

Nil  
 
Consultation 

Management Executive Group 
 
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. 
 
The CAR is to be:- 
 Presented to Council at a meeting of the Council; 
 Adopted by the Council; and 
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 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 signed by 
the Mayor and CEO, along with the relevant section of the council minutes and any 
additional information explaining or qualifying the compliance audit, and is then submitted to 
the Director General of the Department of Local Government by 31st March. 
 
Last year’s CAR reported just the instance of non-compliance with regards to tenders for 
goods and services.  This year’s CAR reports just the one instance of non-compliance the 
details of which are explained in the following section of this report. 
 
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 2012 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 Council to endorse details of remedial action either taken or 
proposed, to prevent future like occurrences. 
 
The 2012 CAR has been completed by Management and is presented as an attachment to this 
report for consideration/review by Committee, prior to it being submitted to Council. 
 
The 2012 CAR identifies one minor instance of non-compliance relating to primary returns 
not being completed by designated (those with delegated authority) employees.  More 
specifically, on three occasions, officers when acting (during periods of annual leave) in 
positions with delegated authority did not complete a primary return within the required 3 
month timeframe.  No specific remedial action has been taken or is proposed, given the 
returns were completed shortly after the 3 month timeframe and procedures do exist to 
prompt completion of the return when acting in positions with delegated authority.  
 
Councilors have the opportunity to comment on the contents of the CAR either via the March 
18th 2013 City Audit Committee Meeting or the March 25th 2013 Council Meeting at which 
the 2012 CAR will be presented for adoption. 
 
The 2012 CAR, once adopted by Council, will be certified/signed by the Mayor and CEO and 
then forwarded to the Director General of the Department of Local Government by 31st 
March 2013. 
 
 

RECOMMEND 

That Council: 

  Adopts the Compliance Audit Return for the calendar year 2012 
as presented in the attachment; and 

 Acknowledges the joint certification which is to be signed by the 
Mayor and Chief Executive Officer. 
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ATTACHMENTS 
1.  2012 Compliance Audit Return  
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1.2 - AMENDMENTS TO THE LOCAL GOVERNMENT (AUDIT) REGULATIONS 1996  
    
 

WARD 
 

: ALL In Brief: 

This report presents details of recent 
amendments made to the Local 
Government (Audit) Regulations 
1996 that extend the functions of 
Audit Committees to include risk 
management, internal control and 
legislative compliance; 

The Report recommendation is to 
initiate, as a preliminary step, 
discussions with the City’s Auditor 
and Local Government Insurance 
Services to ascertain what level of 
assistance they are able to provide to 
the City in addressing these extended 
Audit Committee functions. 

FILE No. 
 

: M/164/13 
 

DATE 
 

: 14 March 2013 

REF 
 

: TM  

RESPONSIBLE 
MANAGER 
 

: Executive Director 
Corporate Services  

 

Officer Interest Declaration 

Nil  
 
Strategic Implications 

Good governance and leadership 
 Support an Audit Committee to assist accountability and good governance 

Legislation Implications 

Local Government (Audit) Regulations 1996 -  
Local Government Act 1995 – Part 7 - Audit 
 
Council Policy/Local Law Implications 

Nil  
 
Budget/Financial Implications 

For reasons as explained in this report, the estimated cost to resource the City Audit 
Committee’s extended functions of risk management, internal control and legislative 
compliance is subject to the release of the Department of Local Government’s Guideline and 
preliminary discussions with Local Government Insurance Services and the City’s Auditor, 
for reasons as explained in this report. 
 
Consultation 

Department of Local Government 
 
BACKGROUND 

This report is presented in response to recent Circular No: 5/2013 from the Director General 
of the Department of Local Government as presented as an attachment to this report.  The 
essence of the Circular is as follows: 
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The specific amendments to the Audit Regulations read as follows: 

16. Audit committee, functions of 

  An audit committee — 

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

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

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

17. CEO to review certain systems and procedures 

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

 (a) risk management; and 

 (b) internal control; and 

 (c) legislative compliance. 

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

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

The proposed approach in responding to the extended functions of the City Audit Committee 
covering the areas of risk management, internal control and legislative compliance, is to 
firstly initiate discussions with Local Government Insurance Services and the City’s Auditor 
to determine what level of assistance they can provide to the City in addressing these 
extended functions and the indicative cost of that assistance.  This approach is proposed for 
the reasons :- 

 There is little if any spare in-house resource capacity to address these extended 
functions, particularly the risk management function which also requires specialist 
skills; and 
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 The likelihood of local government reform/amalgamations occurring in the near 
future which may provide other resource opportunities in these areas. 

As well, the City Audit Committee and Council are requested to consider whether these 
extended functions as now regulated adequately respond to Council’s prior resolution no. 
CA2/3/12 which read :- 

That Council, through the City Audit Committee, be provided with a report by the end 
of September 2012, which examines expanding the role and responsibilities of the 
City Audit Committee to include, for example, risk management. 

 
COMMENT 

ANALYSIS 

Analysis 
One of the “keys” to determining the associated resource and skills/experience implications 
of the extended functions, is the pending Guideline on the matter from the Department of 
Local Government – the Director General’s Circular refers :- 

 

Of the (3) extended functions, it is the risk management function that is likely to have the 
greatest added resource/skill implications.   
 
Whilst there are numerous risk management and mitigation practices occurring daily across 
the organisation as part of everyday activities, and whilst the record shows that the City has 
managed risk responsibly, it is the case that the City has grown to a size of activity and 
diversity of tasks that warrants risk management moving to a higher level of sophistication. 
 
The City has with the assistance of consultants partly prepared a draft Risk Management 
Plan.  Risks have been identified, documented and ranked in terms of likelihood and 
consequences.  However, work on measures and actions to mitigate identified risks and the 
subsequent development and implementation of an on-going Risk Management Program that 
forms part of daily business, has stalled due to resource limitations and other organisational 
priorities.  The City has also acquired computer software specific to risk management that 
complements other management reporting requirements.  Risk management is a core business 
function of the City and needs to be appropriately resourced. 
 
With regards to the extended function of Internal Control, it will be interesting to see what 
the Guideline envisages this function to include for a considerable amount of work already 
occurs in this area.  For instance :- 
1.  There is the interim audit by the City’s auditor which specifically focuses on internal 
control procedures.  The interim audit report from the City’s auditor generally reads as 
follows :- 

Our interim audit covered a review of the accounting and internal control procedures 
in operation, as well as testing of transactions, in the following areas : bank 
reconciliations, investments, purchases, payments and creditors, rate receipts and 
rate debtors, payroll, stores, general accounting and IT controls, registers (Tenders 
Register), review of council minutes. 
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2.  There is also the existing requirements under the Local Government (Financial 
Management) Regulations 1996, namely regulation 5, and in particular clause 2(c) of this 
regulation, which reads as follows :- 

5. Financial management duties of the CEO 

 (1) Efficient systems and procedures are to be established by the CEO of a local 
government — 

 (a) for the proper collection of all money owing to the local government; 

 (b) for the safe custody and security of all money collected or held by the local 
government; 

 (c) for the proper maintenance and security of the financial records of the local 
government (whether maintained in written form or by electronic or 
other means or process); 

 (d) to ensure proper accounting for municipal or trust — 

 (i) revenue received or receivable; 

 (ii) expenses paid or payable; and 

 (iii) assets and liabilities; 

 (e) to ensure proper authorisation for the incurring of liabilities and the making 
of payments; 

 (f) for the maintenance of payroll, stock control and costing records; and 

 (g) to assist in the preparation of budgets, budget reviews, accounts and reports 
required by the Act or these regulations. 

 (2) The CEO is to — 

 (a) ensure that the resources of the local government are effectively and 
efficiently managed; 

 (b) assist the council to undertake reviews of fees and charges regularly (and 
not less than once in every financial year); and 

 (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 4 financial years) and 
report to the local government the results of those reviews. 

 
It may be that the extended function of internal control will encompass functions like for 
example building and development applications and if this be the case, then there is every 
likelihood of additional resource/financial implications. 
 
With regards to the extended function of Legislative Compliance, again it will be interesting 
to see what the Guideline envisages this function to include, for whilst a considerable body of 
work already occurs in this area, like the following examples which focus on the Local 
Government Act 1995, Council administers a long list of other legislation as shown 
hereunder. 
1.  There is the annual Compliance Audit Return as required under the Audit Regulations 
which covers a range of legislative requirements like for example, delegations, interest 
disclosures, property disposals, elections, finance, employees, tenders for goods and services, 
official conduct and commercial enterprises. 
2.  There is also the annual Independent Auditor’s Report wherein the Auditor in his report to 
Council makes specific reference to statutory compliance.  For example, in the most recent 
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Independent Auditor’s Report, under the heading statutory compliance, the report reads :- 
“we did not during the course of our audit become aware of any instances where the council 
did not comply with the requirements of the Local Government Act 1995, and the Local 
Government (Financial Management) Regulations 1996”. 
 
The Acts of Parliament that Council administers, include :- 
 

 

 
OPTIONS 

Whilst the options for addressing the resource implications are relatively straightforward, 
either contract in the required resources and/or increase the staff establishment, the extent and 
type of the resource requirements is less clear in the absence of the Department’s Guideline 
which is intended to explain “as to what falls within the terms “risk management’, ‘internal 
control’ and ‘legislative compliance’.  The other consideration in this regard, is the pending 
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local government reform/amalgamation process which as mentioned earlier in this report may 
provide other resourcing opportunities. 
 
CONCLUSION 

Pending the release of the Department’s Guideline explaining what aspects of risk 
management, internal control and legislative compliance will Audit Committee’s in the future 
be expected to review and report to Council, it is recommended that contact be made with 
Local Government Insurance Services and the City’s Auditor to ascertain what assistance 
they may be able to provide to Council together with indicative costs. 
 
 

RECOMMEND 

That Council: 

  A.     In response to recent amendments to the Local Government (Audit) 
   Regulations which extend the functions of Audit Committees to include 
   reviewing the effectiveness of systems in regards to risk management, 
   internal control and legislative compliance :- 
 

1. initiate discussions with Local Government Insurances Services to 
  ascertain what level of assistance in the area of risk management they 
  can provide to the City together with indicative costs; 

2. initiate discussions with the City’s Auditor to ascertain what level of 
  assistance in the areas of internal control and legislative compliance 
  they can provide to the City together with indicative costs; 

3. Consider for inclusion in the forward financial plan estimates  
  commencing the 2014 financial year, additional funding to address the 
  City Audit Committee’s expanded functions including risk   
  management, internal control and legislative compliance having regard 
  for the outcomes to parts 1 and 2 of this recommendation which are to 
  be reported to the City Audit Committee at the earliest possible time. 

 
  B.   With regards to its prior resolution CA2/3/12 of 26th March 2012,  
   namely, “That Council through the City Audit Committee be provided 
   with a report which examines expanding the role and responsibilities of 
   the City Audit Committee to include, for example, risk management”, 
   acknowledge that the recent amendments to the Local Government 
   (Audit) Regulations 1996 together with the outcomes to part A of this 
   recommendation, adequately addresses prior Council resolution  
   CA2/3/12. 

 

 
 

ATTACHMENTS 
1.  Audit Regulations - Amendments February 2013  
                                    
 



 

 

COUNCILLORS’ ITEMS 
 
Nil 
 
 
 
 
 

MEETING DECLARED CLOSED AT ___________ 
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