
 

 

CITY OF ARMADALE 
 

MINUTES 
 
 
OF CITY AUDIT COMMITTEE HELD IN THE COMMITTEE ROOM, 
ADMINISTRATION CENTRE, 7 ORCHARD AVENUE, ARMADALE ON TUESDAY, 
10 DECEMBER 2013 AT 5.35 PM. 
 
  
 
 
 
PRESENT: Cr J H Munn JP CMC (Chair) 
 Cr K Busby 
 Cr R Butterfield 
 Cr D M Shaw 
  
 
 
APOLOGIES:   Cr H A Zelones JP 
 
 
 
OBSERVERS: Cr C A Campbell JP  
  Cr C Frost  
 
 
 
IN ATTENDANCE: Mr R S Tame  Chief Executive Officer  

Mr A F Maxwell Executive Director Corporate Services  
 
 

 
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. 
 
 
 
“For details of Councillor Membership on this Committee, please refer to the City’s website 
– www.armadale.wa.gov.au/your council/councillors.” 
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DECLARATION OF MEMBERS’ INTERESTS 
 
Nil 
 
 
DEPUTATION 
 
Nil 
 
 
CONFIRMATION OF MINUTES 
 
 
 RECOMMEND 

 
Minutes of the City Audit Committee Meeting held on 19 November 
2013 be confirmed. 

Moved Cr K Busby 
MOTION CARRIED (4/0) 
  
  
 
. 
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1.1 - AUDITOR'S INTERIM AUDIT REPORT - 2012-2013 YEAR  
    
 

WARD 
 

: ALL In Brief: 

This Report presents matters raised 
in the Auditor’s Interim Audit 
Report for Council’s attention 
together with responses from 
Management to those matters; 

The Report Recommendation is to 
note the Auditor’s comments and 
support the responses to those 
comments by Management. 

FILE No. 
 

: M/1188/13 
 

DATE 
 

: 4 December 2013 

REF 
 

: TM  

RESPONSIBLE 
MANAGER 
 

: Executive Director 
Corporate Services  

 

 

Tabled Items 

Nil 
 
Officer Interest Declaration 

Nil 
 
Strategic Implications 

Good Governance and Leadership –  
 

 Support an Audit Committee to assist accountability and good governance, 
 Ensure governance policies, procedures and activities align with legislative 

requirements and best practice. 

Legislation Implications 

Local Government Act 1995 
 

 Section 7.1A – Audit Committee 
 Section 7.1C – Decisions of audit committees 
 Section 7.9 – Audit to be conducted 
 Section 7.12A – Duties of local government with respect to audits 

 
Local Government (Audit) Regulations 1996 
 

 Clause 7 – Agreements with Auditors, contents of. 

Council Policy/Local Law Implications 

Nil 
 
Budget/Financial Implications 

Nil 
 
Consultation 

Council’s Auditor 
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BACKGROUND 

Each year as part of the City’s audit program, an Interim Audit is undertaken by the City’s 
Auditor to identify areas of potential review associated with the City’s internal controls, 
systems and procedures.  The comments received from the Auditor are then assessed by 
Management and action is taken as required.  The findings of the Interim Audit together with 
responses from Management are presented in this Report for Committee’s consideration and 
recommendation to Council. 
 
DETAILS OF PROPOSAL 

As part of Council’s committee structure, the City Audit Committee has been established to 
review and address audit matters arising.  The Interim Audit Report is summarised in this 
Report.  It is to be noted that the Interim Audit is primarily concerned with a review of 
internal controls/practices/procedures and Management’s compliance with those controls.  
The findings of the Interim Audit help inform the Auditor in his Independent Audit Report to 
Ratepayers which as Committee will recall was presented without qualification to the 
November 2013 meeting of the City Audit Committee meeting.  The Interim Audit reports on 
an exception basis those matters that the Auditor believes Council should be aware of and/or 
requiring action by Management. 
 
The Auditor’s Interim Audit Report is prefaced with the following comments :- 
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COMMENT 

Matters raised by the Auditor together with Management’s responses to those matters are as 
follows: 
 

 
 
Management Response 
 
The Auditor’s comments about the risk aspect are acknowledged and management will 
continue to monitor and reinforce to staff the need for purchase orders to be raised at the time 
of the commitment rather than after receipt of the invoice. 
 
It is worth noting that the (4) instances identified in the sampling all involved suppliers with 
current contracts as a result of public tenders, so the comment by the Auditor about obtaining 
the most competitive price, whilst ordinarily a valid comment, has less relevance in these 
instances. 
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It is also worth noting that the number of times purchase orders are not raised prior to receipt 
of invoice is considerably fewer in number today than was the case several years ago due in 
the main, to the ongoing monitoring and reporting back to managers when occasional 
instances do occur as will always be the case. 
 

 
 
Management Response 
 
As recommended by the Auditor, written procedures covering the steps followed in placing 
investments, redeeming investments and the receipt of investment income are now in place 
and have been agreed by the Auditors.  The issue here was not about whether the actual 
procedures practiced were deficient in any way, but simply rather that there was no written 
procedure. 
 
The written procedures complement the City’s Investments Policy and Management Practice 
FIN 4. 
 
With regards to a procedure to regularly value the investment portfolio, such a procedure is 
unnecessary as the City’s investments are restricted to term deposits where the value of the 
principal does not change. 
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(i) We noted that there was no evidence of review of the interim rates reconciliations by a senior 

officer 
 
We recommend that the rates reconciliations be initialled by the senior officer as evidence that the reviews 
have been performed.  
 
Management Response 
 

(i) Interim Rates review/reconciliation 
 

The recommended verification process by a senior rates officer is now in place. 
 
The issue here is not so much that there is no verification/review of the interim rates for 
indeed there is, but rather, there was no evidence of that verification process. 
 
Interim rates stem from interim valuation schedules supplied by the Valuer Generals’ Office.  
These schedules, containing both amended and new valuations, once entered in the system 
are as a matter of practice balanced/reconciled to the valuation register by the senior rates 
officer. 
 
NB: The other matter raised by the Auditor under the heading of Rates together with 
Management’s response, is presented in the attached Confidential Attachment, the reason for 
confidentiality being that the matter refers to debts owed to the City by persons, which 
pursuant to section 5.95(2)(b) of the Local Government Act 1995, is not to be made available 
to the public. 
 

 
 
Like with the Rates matter mentioned above which is presented in the attached Confidential 
Attachment, this matter is also a confidential matter for the same reasons. 
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Management Response 
 
(i) Annual Leave Accruals 

 
As recommended by the Auditor, a HR Procedure has now been prepared and is in use.  A 
copy of the Procedure is attached to this report. 
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The total number of accrued annual leave hours in excess of (8) weeks between 30th June 
2012 and 30th June 2013 has remained approximately the same. 
 
The Human Resources Manager advises that the Enterprise Agreement clause relating to the 
Taking of Leave, allows in special circumstances, and with the approval for the CEO, an 
employee to defer the taking of any accrued leave for a period not exceeding three years from 
when the leave became due.  On this basis and remembering that the City maintains a cash-
backed Reserve account equal to the current dollar value of the accrued annual leave at the 
30th June each year, the current situation is considered manageable and unlikely to adversely 
affect continuity of service delivery standards. 
 
(ii) Deduction Authorities 

 
Subsequent to the interim audit being conducted, supporting documents for the (3) instances 
referred to by the Auditor were found and have now been placed on each employee’s 
personnel file.  One of the deduction forms was on the rate record in relation to payment of 
council rates and the other (2) supporting documents were in the general files. 
 
The practice of requiring signed deduction authorities before a deduction is made from an 
employee’s pay, is a rudimentary payroll process and is in place.  
 
(iii) Payroll Module Access 

 
Subsequent to the interim audit, a review of staff having system access to the payroll module 
did identify several staff whose access was determined as being unnecessary in terms of their 
job position and accordingly that access has now been withdrawn.  In some instances, access 
had actually already been ‘de-activated”, and in other instances the level of access was such 
that the risk aspect was minimal.   
 
The situation now is that only those persons in the Payroll Team requiring/needing access to 
the Payroll Module for actual pay related purposes now have system access.   
It should also be noted that via the various audit and data variation reports available in the 
payroll system, there’s nothing to suggest that anyone has inappropriately used their prior 
access. 
 
(iv) Payroll Alterations Report 

 
Similar to the interim rates commentary above, the issue here is not that there is no 
verification/review of any payroll changes, but rather that there was no evidence of that 
verification process.  The recommended verification and placing on records by the Human 
Resources Manager, is now in place. 
 
CONCLUSION 

The Auditor’s Interim Audit Report is considered to reflect favourably on the City’s internal 
controls/practices/procedures and Management’s compliance with those controls. 
 
 

ATTACHMENTS 
1.  Annual and Long Service Leave Procedure  
2.  City Audit Attachment - Confidential – Rates and Sundry Debtors - This matter is considered 

to be confidential under Section 5.23(2) (b) (e iii) of the Local Government Act, as the matter 
relates to the personal affairs of a person; AND the matter, if disclosed, would reveal 
information about the business, professional, commercial or financial affairs of a person 
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Committee Discussion 
Matters raised and discussed by Committee are summarised as follows:- 
 
 With regards to the purchasing and payments commentary, it was noted by Committee 

that the aspect of purchase orders not being raised until after receipt of invoice had been 
raised several times in past audit reports.  In acknowledging that such instances will for 
good reason occur from time to time, Committee sought advice as to what further 
measures could be taken to reduce such instances in the future.  In response, it was 
suggested and agreed by Committee, that CEO and Executive Director early in the new 
year, meet with officers having purchasing responsibilities, to explain and emphasize the 
need to follow ‘due process’ when procuring goods and services.  Committee also noted 
this matter for discussion with the Auditor when he meets with Committee to scope the 
next interim audit. 
 

 With regards to the investments commentary, Committee sought clarification on the 
comments made by Management as to it being unnecessary to regularly value the 
investment portfolio.  The Executive Director explained that :- 

 
i. the Auditor’s comment on valuing investments relates more to investments in 

managed funds, shares, collateralised debt obligations, etc. placed typically with 
non-bank institutions.  The City’s investment policy/practice restricts investments 
to ‘authorised investments’ in banks in Australia where there is a guarantee of 
the funds invested.  As such, the face value of the investment does not change and 
hence a procedure to revalue the City’s investment portfolio is unnecessary, and 

ii.   the Auditor agrees with position taken by Management. 
 
  With regards to the annual leave accruals commentary, Committee again noted this 

matter for discussion with the Auditor when he meets with Committee to scope the next 
interim audit, and requested Management to consider the possible ‘human cost’ 
implications. 

 
CA4/12/13 RECOMMEND 

That Council: 

1. Notes the matters raised by the Auditor in his Interim Audit 
Report for the financial year 2012-2013, and supports the 
Management responses to those matters, as presented in this 
Report; and 

2. Prior to the next Interim Audit, invite the Auditor to meet 
with the City Audit Committee to discuss the proposed scope 
of that next interim audit. 

Moved Cr R Butterfield 
MOTION CARRIED (4/0) 
                                   
 
MEETING DECLARED CLOSED AT 6.25 PM 
 
 



CITY AUDIT 10 10 DECEMBER 2013 
COMMITTEE 
 

 

CITY AUDIT COMMITTEE 

SUMMARY OF “A” ATTACHMENTS 
10 DECEMBER 2013 

ATT 
NO. SUBJECT PAGE

1.1 AUDITOR'S INTERIM AUDIT REPORT - 2012-2013 YEAR  

1.1.1 Annual and Long Service Leave Procedure 11 

 



City Audit 11 ATTACHMENT 1.1.1
COMMITTEE - 10 December 2013   
 

 

 



City Audit 12 ATTACHMENT 1.1.1
COMMITTEE - 10 December 2013   
 

 

 



City Audit 13 ATTACHMENT 1.1.1
COMMITTEE - 10 December 2013   
 

 

 



City Audit 14 ATTACHMENT 1.1.1
COMMITTEE - 10 December 2013   
 

 

 
  

  


