
 
 

M I N U T E S 
 
 

OF CITY AUDIT COMMITTEE HELD IN THE COMMITTEE ROOM, 
ADMINISTRATION CENTRE, 7 ORCHARD AVENUE, ARMADALE ON MONDAY, 
28 JUNE 2004 AT 5.30PM 

 
 
PRESENT:   Cr L Reynolds JP (Chair)  
    Cr J Everts 
    Cr H A Zelones JP 
 
 
 
APOLOGIES:  Cr D L Hopper JP (Leave of Absence) 

Cr J H Munn JP CMC (Leave of Absence) 
 
 
OBSERVERS:  Nil 
 
 
 
 
IN ATTENDANCE:  Mr A Maxwell- Executive Director Corporate Services 

Mr N Cain  - Executive Manager Business Services 
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DECLARATION OF MEMBERS’ INTERESTS 
 
Nil 
 
DEPUTATION 
 
Nil 
 
PUBLIC QUESTION TIME 
 
Meetings of the City Audit Committee be 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. 
(CS18/2001). 
 
 
CONFIRMATION OF MINUTES 
 

 
RESOLVED 

 
Minutes of the City Audit Committee Meeting held on 9 March 2004, be 
confirmed. 

Moved Cr Zelones 
MOTION CARRIED (3/0) 
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INTERIM AUDIT VISIT ADVICE FOR THE YEAR ENDED 30 JUNE 2004 
 
WARD All 
FILE REF: FIN/6 
DATE 15 June 2004 
REF NOC 
RESPONSIBLE 
MANAGER 

Executive Manager 
Business Services 

In Brief: 
 
• Interim Audit Visit matters raised for consideration.
• Two issues of note, namely: 

1. Sundry Debtors 
2. Purchasing and Payments 

 

 
 
Tabled Items 
Nil 
 
Officer Interest Declaration 
Nil 
 
Strategic Implications 
Effective governance and administration of the City’s services. 
 
Legislation Implications
Local Government Act 1995 (as amended) and all associated Regulations 
Australian Accounting Standards 
 
Council Policy/Local Law Implications 
The City’s Audit Committee’s Terms of Reference includes the following: 

 Ensure that the external audit strategy addresses all significant business and other 
risks. 

 Ensure that the external audit reports are considered and that management 
implications of any recommendation are monitored. 

 
Budget/Financial Implications 
Nil 
 
Consultation
Council’s Auditors – Barrett and Partners - DFK 
 
BACKGROUND 
 
Each year, as part of Council’s audit process, an Interim Audit is undertaken to ascertain any 
areas of potential risk associated with Council’s financial systems.  The advice received 
through the interim audit is then assessed by City officers who note the comments and take 
action as required.  The Interim Audit was undertaken in April 2004 and notes from the visit 
are now presented for consideration. 
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DETAILS OF PROPOSAL 
 
As part of Council’s committee structure, an Audit Committee has been established to 
review any areas of an audit or compliance nature.  The Interim Audit is forwarded under 
separate cover and summarised in the following report.  The Interim Audit has been fully 
performed and only reports on an exception basis those items that require management’s 
attention. 
 
 
COMMENT 
 
Analysis
 
The Interim Audit for the year ended 30 June 2004 highlights two areas that continue to 
require attention.  These are: 
 

1. Sundry debtors 
2. Purchasing and payments 

 
Both matters have been raised in previous Interim Audits, however the extent to which they 
continue to warrant mention as part of the Interim Audit has significantly decreased. 
 
1. Sundry debtors 
  

The Auditors continue to highlight a number of large and long overdue accounts.  
These accounts have been the subject of an ongoing monthly report to Council as 
well as the establishment of a separate sub-committee to establish an agreed way 
forward for dealing with these debtors.  As part of the sub-committee’s 
recommendations, an officer was contracted (for a 6 month term) to address the 
long-term debts associated with sporting clubs.  The first of the reports of this officer 
were presented to the Community Services Committee in April and May 2004, 
recommending the write-off of approximately $200,000 worth of sports club debt.  
The majority of this debt relates to the provision of a loan by the Council to a 
particular club of which the club has not repaid.  Part of this debt ($50,000) relates to 
the opportunity cost of revenue that has not yet fallen due in the form of future loan 
repayments back to Council.  The provision of this write-off has been to treat it as a 
retrospective grant, as the loan was originally used to extend a Council facility.  One 
of the outcomes associated with the writing-off of such a large amount of debt has 
been the establishment of a management agreement over the facility resulting in 
tighter controls over the use of that facility. 
 
As part of the process associated with long-term debts, management has 
implemented new processes that identify earlier those debts that may become long-
term, and instigates a stronger recovery action earlier to prevent debts becoming 
unrecoverable. 
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2. Purchasing and Payments 
  

Strict measures have been instituted within the City to control the purchasing and 
payments process to ensure tighter control exists.  However, it is clear that further 
work is required to better educate the employees of the City so that all required 
aspects associated with the process are met.  With the implementation of the new 
corporate computer system in the coming financial year, it is expected that a number 
of the concerns of the Auditors will be addressed. 
 
It is pleasing to note that the majority of issues raised from previous Interim Audits 
have been addressed.  However, there are still instances where processes are not 
being followed correctly by authorised officers at the City.  These failures to 
correctly follow process are strictly best practice issues and not of a misconduct 
nature.  Management revamped the purchasing and payments process during the year 
to better address the Auditor’s concerns and this has resulted in a more controlled 
and accountable system. 

 
Options
  
This item is presented for discussion. 
 
Conclusion 
 
The number of issues of note has decreased from previous Interim Audit Reports indicating 
that the concerns raised by the Auditors are being addressed.  It should also be noted that the 
advice is based on an exception basis and that the many strong internal controls that are in 
place have not been mentioned. 
 
Committee Discussion 
 
Committee was pleased with the findings of the Interim Audit and the steps taken by 
management in addressing those findings.  The Executive Director explained that the 
interim audit was primarily concerned with a review of internal 
controls/practices/procedures and management’s compliance with those controls whereas 
the final audit would focus more on the annual financial report in terms of compliance with 
legislative and accounting standard requirements and presenting fairly the financial 
position of the City.  On the matter of the sundry debtors, Committee raised the possibility of 
introducing a penalty interest rate on overdue sundry debts as a further measure of 
managing sundry debts and hence the additional part 2 to the following recommendation. 

 
CA4/6/04 RECOMMEND 

 
1. That Council note and acknowledge the measures taken by 

management to address issues raised in advice from the City 
Auditor’s (Barrett & Partners – DFK) following their interim 
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audit for the year ended 30th June 2004, particularly those 
relating to: 
• sundry debtors – eg. recent reports to Council on sporting 

club debts; processes that serve to identify at an earlier 
stage potential problem debts; stronger and more 
proactive recovery actions; proposed new 
policy/management practice (RECN/3) relating to 
applications from sporting/community groups for Council 
support towards capital works projects.  

• purchasing & payments – the introduction of new 
accountable forms and tracking/follow-up procedures 
relating to the placement of orders and invoices received 
for payment.  

 
2. That Council, through its Community Services Committee, 

receive in August/September 2004 an officer report which 
examines the option of introducing a penalty interest rate on 
overdue sundry debts. 

 
Moved Cr Zelones 
MOTION CARRIED (3/0) 
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FINANCIAL MANAGEMENT REVIEW 2004 
 
WARD All 
FILE REF: FIN/6 
DATE 8 June 2004 
REF NOC 
RESPONSIBLE 
MANAGER 

Executive Manager 
Business Services 

In Brief: 
 
• Report presents the findings of an independent 

review of the City’s financial management systems 
and procedures. 

• The review findings, with one minor exception 
relating to debtors/receipts, are all favourable. 

 
 
 
Tabled Items 
Nil 
 
Officer Interest Declaration 
Nil 
 
Strategic Implications 
Effective governance and administration of the City’s services. 
 
Legislation Implications
Section 5(2)(c) of the Local Government (Financial Management) Regulations 1996 (as 
amended) (Financial Management Duties of the CEO) states, “The CEO is to 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 four financial 
years) and report to the local government the results of those reviews”. 
 
Council Policy/Local Law Implications 
Nil 
 
Budget/Financial Implications 
Nil 
 
Consultation
BDO Consultants Pty Ltd (Chartered Accountants and Advisers). 
 
BACKGROUND 
 
Not less than once every four years a review of the appropriateness and effectiveness of the 
financial management systems and procedures of the City must be undertaken (“Financial 
Management Review”).  This review was undertaken in May 2004 in accordance with 
Section 5(2)(c) of the Local Government (Financial Management) Regulations 1996 (as 
amended). 
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DETAILS OF PROPOSAL 
 
As part of Council’s committee structure, an Audit Committee has been established to 
review any areas of an audit or compliance nature.  As such, the Financial Management 
Review has been forwarded under separate cover and summarised in the following report.  
The Financial Management Review has been carried out on the key financial management 
areas of the City, namely: 

 Allocation of Administration Costs 
 Budgets 
 Cost Allocations 
 Creditors and Payments 
 Debtors and Receipts 
 Fees and Charges 
 Financial Reports 
 General Compliance Issues 
 Minutes and Meetings 
 Payroll 
 Plan of Principal Activities 
 Property Acquisition and Disposal 
 Rates 
 Registers 

 
COMMENT 
 
Analysis
 
The independent Financial Management Review covered a number of areas (as mentioned 
above) with only one area of mention (Debtors & Receipts) to be brought to the attention of 
management and the Council.  Each area is, however, listed in the following report 
recommendation for discussion and consideration. 
 
Options
 
The Report is presented for discussion. 
 
Conclusion 
 
Whilst the matter of the lack of segregation in the Debtor/Receipts area is certainly a point 
for notation, it is not perceived as a material concern.  The City does not raise sufficient 
numbers of debtors, nor handle sufficient quantities of cash to warrant this as being of a 
material concern.  However, having had this issue notated, management will monitor the 
matter and consider options to reduce the risk associated with this issue as and when, in the 
future, there are either changes in the staff establishment and/or positional responsibilities. 
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Committee Discussion 
 
Committee commented favorably on the Review Report and its findings – Committee found 
the Report to be both informative and reassuring in terms of the appropriateness and 
effectiveness of the financial management systems and procedures currently in place.  On 
the matter of separating the duties of cashiering and debtor invoicing, the Executive 
Director explained that the introduction of the new computer financial/accounting system is 
likely to result in changes to current procedures and practices and that such changes may in 
turn provide the opportunity to separate the cashiering/debtor invoicing functions.  
Committee agreed that following implementation of the new computer financial/accounting 
system (early 2005) that options for separating the cashiering/debtor invoicing function be 
further examined and hence the additional part 2 to the following recommendation. 
 
CA5/6/04 RECOMMEND 
 

1. That Council accept the following findings/outcomes from the 
independent review of the City’s financial management systems 
as undertaken by BDO Consultants pursuant to the requirements 
of Clause 5(2)(c) of the Local Government (Financial 
Management) Regulations, i.e. 
Review Findings/Outcomes 

 
a. Allocation of Administration Costs 

No matter came to the attention of the reviewers that would 
lead to believe that the financial management regulations of 
the Local Government Act 1995 (as amended) are not 
addressed by the procedures in place. 

 
b. Budgets 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
c. Cost Allocations 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
d. Creditors and Payments 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 
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e. Debtors and Receipts 
There is a deficiency in the segregation of duties as the cashier 
raises and post invoices and is able to process receipts from 
debtors.  The apparent deficiency of internal controls is 
mitigated by several factors and the benefit of segregating the 
duties must be considered in relation to the increased 
employment cost.  But for the segregation of duties issue 
raised, no matter came to the attention of the reviewers that 
lead them to believe that the financial management 
regulations of the Act are not addressed by the procedures in 
place. 
 

f. Fees and Charges 
No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
g. Financial Reports 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
h. General Compliance Issues 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
i. Minutes and Meetings 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
j. Payroll 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 
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k. Plan of Principal Activities 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
l. Property Acquisition and Disposal 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
m. Rates 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
n. Registers 

No matter came to the attention of the reviewers that would 
lead them to believe that the financial management 
regulations of the Local Government Act 1995 (as amended) 
are not addressed by the procedures in place. 

 
2. That Council, through its City Audit Committee and following 

the implementation of the new computer financial/accounting 
system, receive an officer report in January/February 2005 which 
examines the options for separating the current cashiering/debtor 
invoicing function. 

 
Moved Cr Everts 
MOTION CARRIED (3/0) 
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RATES – PENSIONER AND SENIORS REVIEW 
 
WARD All 
FILE REF: RAT/11 
DATE 8 June 2004 
REF JEAH 
RESPONSIBLE 
MANAGER 

Executive Manager 
Business Services 

In Brief: 
 
• Report presents an independent review (by Dept. 

Treasury & Finance) of the City’s procedures and 
practices for administering the requirements of the 
Rates & Charges (Rebates & Deferments) Act. 

• The independent review confirms the City’s 
procedures and practices as being adequate to meet 
the requirements of the Act. 

 
 
 
Tabled Items 
Nil 
 
Officer Interest Declaration 
Nil 
 
Strategic Implications 
Corporate Services – To achieve maximum community benefit from effective use of 
resources (staff, finances and information technology). 
 
Legislation Implications
Rates and Charges (Rebates and Deferments) Act 1992. 
 
Council Policy/Local Law Implications 
Nil 
 
Budget/Financial Implications 
The pension and senior rebate concession are reimbursed, in full, to Council by the 
Department of Treasury and Finance. 
 
Consultation
Department of Treasury and Finance 
 
BACKGROUND 
 
Each year a review is carried out on the procedures in place at the City for the processing of 
pensioners’ and seniors’ applications for concession under the Rates and Charges (Rebates 
and Deferments) Act 1992.  This review was undertaken in March 2004 in accordance with 
this Act. 
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DETAILS OF PROPOSAL 
 
As part of Council’s committee structure, an Audit Committee has been established to 
review any areas of an audit or compliance nature.  As such, the Pensioner and Senior Rates 
Concession Review has been forwarded under separate cover and summarised in the 
following report.  The Pensioner and Senior Rates Concession Review has been carried out 
and all procedures in place are considered adequate to meet the requirements of the Act. 
 
COMMENT 
 
Analysis
 
The Pensioner and Senior Rates Concession Review covered the procedures used by City 
employees when conducting matters relating to pensioners and seniors and their rates 
payments.  All procedures were considered adequate to meet the requirements of the Act. 
 
Relevant extracts from the Dept. of Treasury & Finance’s correspondence are as follows: 
 

“On 4 March 2004, I visited your office to review the administration and 
registration procedures with respect to the abovementioned Act. 
 
A questionnaire was completed with respect to the procedures in place at your office 
for the processing of pensioners’ and seniors’ applications for rates concessions 
under the Act. 
 
I am pleased to advise that the procedures adopted are considered adequate to meet 
the requirements of the Act.” 

 
Options 
 
Nil 
 
Conclusion 
 
No issues of concern were noted. 
 
CA6/6/04 RECOMMEND 
 

That Council note and acknowledge: 
 
a. that an independent review (conducted by the Dept. of Treasury 

& Finance in March 2004) has been undertaken of the City’s 
procedures and practices as relating to the administration of the 
Rates & Charges (Rebates & Deferments) Act; and  
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b. the findings of the independent review which is that the City’s 
procedures and practices “are considered adequate to meet the 
requirements of the Act”. 

 
Moved Cr Zelones 
MOTION CARRIED (3/0) 
 
 
MEETING CLOSED AT 6.10 PM 
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