
 

 

CITY OF ARMADALE 
 

AGENDA 
 

 

OF CITY AUDIT COMMITTEE TO BE HELD IN THE COMMITTEE ROOM, 

ADMINISTRATION CENTRE, 7 ORCHARD AVENUE, ARMADALE ON MONDAY, 

10 DECEMBER 2018 AT 5:30PM. 

 

  
A meal will be served at 6:15 p.m. 

 

 

PRESENT: 

 

 

 

 

APOLOGIES:   
 

 

 

 

 

OBSERVERS: 

 

 

 

 

 

IN ATTENDANCE: 

 

 

 

 

 

 

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.” 

  



 

 

 

DECLARATION OF MEMBERS’ INTERESTS 

 

 

 

 

DEPUTATION 

 

Nil 

 

 

 

CONFIRMATION OF MINUTES 

 

RECOMMEND 

 

Minutes of the City Audit Committee Meeting held on 5 November 2018 be 

confirmed.  
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1.1 - LOCAL GOVERNMENT AUDITING REFORMS AND AUDIT COMMITTEE 

TERMS OF REFERENCE 
    
 

WARD 

 

: ALL In Brief: 

A number of amendments to the Local 

Government Act 1995 and related 

regulations have been passed which 

change the way local government audits 

are conducted and the role of the Audit 

Committee. 

This report recommends that Council 

reflect the legislative intent in the Audit 

Committee Terms of Reference. 

FILE No. 

 

: M/534/18 
 

DATE 

 

: 20 August 2018 

REF 

 

: FW 

RESPONSIBLE 

MANAGER 

 

: Executive Director 

Corporate Services  

 

 

Tabled Items 

Nil 

 

Officer Interest Declaration 

Nil. 

 

Strategic Implications 

Outcome  4.1  Visionary civic leadership and sound governance 

Strategy 4.1.2  Make decisions that are sound, transparent and strategic 

Strategy 4.1.3     Support the role of the elected body 

 

Legislation Implications 

Local Government Act Division 3A – Financial audit 

 

Section 7.12AA Application 

This new section 7.12AA provides that the new Division 3A of the LG Act applies in relation 

to a local government that does not have an audit contract in force. This Division provides for 

financial audits to be conducted by the Auditor General. 

 

Section 7.12AB Conducting a financial audit 

The new section 7.12AB provides that the auditor must audit the accounts and annual 

financial report of a local government at least once in respect of each financial year. 

 

 

Section 7.12AD Reporting on a financial audit 

This new section 7.12AD provides that the auditor must prepare and sign a report on a 

financial audit. The auditor must give the report to the mayor, president or chairperson of the 

local government; the CEO of the local government, and the Minister. 

 

Section 7.12AE Fees for a financial audit 

This new section 7.12AE provides that the auditor must determine whether a fee is to be 

charged for a financial audit of a local government and if so, the amount of that fee. The local 

government must pay the fee for a financial audit. 
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The changes in the report affect the Local Government Act 1995, the Local Government 

(Financial Management) Regulations 1996 and the Local Government (Audit) Regulations 

1986 and the impacts are detailed in the report. 

 

Council Policy/Local Law Implications 

Nil 

 

Budget/Financial Implications 

Nil 

 

Consultation 

Other metropolitan Local Governments. 

 

BACKGROUND 

In 2017, amendments to the Local Government Act 1995 were passed by State Parliament 

enabling the Auditor General to audit local government finances and performance.   

 

The amendments to the Act have been supported by changes to the Local Government 

(Financial Management) Regulations 1996 and the Local Government (Audit) Regulations 

1996 which were gazette on 26 June 2018. 

  

The Department of Local Government Sports and Cultural Industries (DLGSCI) has 

produced a guide on the Local Government Audit Reforms, which is attached. 

 

 

DETAILS OF PROPOSAL 

The changes to the regulations are summarised as follows: 

 

Major Changes 

 

 The Auditor General will be responsible for financial and supplementary audits;  

 A new category of audits -  performance audits have been established, giving the 

Auditor General the power to conduct audits on economy, efficiency, and effectiveness;  

 Publication of annual reports are to be made within 14 days after acceptance by the 

Local Government; 

 Local government duties with respect to audit expanded to include examination of an 

audit report it receives and implement appropriate action in respect to the significant 

matters raised; and 

 Role of the Audit Committee (this is discussed further below) 

 

Amendments to the Local Government (Financial Management) Regulations 1996 

 

 Timeframe for review of financial management systems (Regulation 5), amended from 

four years to three years.   

 Exclusion of assets valued under $5,000 

 Timeframe for local governments to revalue assets required between three (3) and five 

(5) years. 
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Amendments to the Local Government (Audit) Regulations 1996 

 

 Role of the Audit Committee; 

 Role of the council assisting the auditor - Strategic, Corporate Business Plans and 

Informing Strategies to be provided to the Auditor General; 

 Timeframe for reviewing audit systems and procedures (Regulation 17), amended from 

two (2) years to three (3) years.  

 

The role of the Audit Committee 

 

The role of the Audit Committee will be amended so that the Audit Committee will have 

greater involvement in assisting the CEO to carry out the review under Regulation 17 of the 

Audit Regulations of systems and procedures concerning risk management, internal control, 

and legislative compliance. 

 

The Audit Committee is empowered to ‘monitor and advise’ the CEO in reviews of certain 

systems prescribed by the audit and financial management regulations. The Audit Committee 

will also support the auditor as required and have functions to oversee: 

 

 the implementation of audit recommendations made by the auditor, which have been 

accepted by council; and 

 accepted recommendations arising from reviews of local government systems and 

procedures. 

 

These roles reflect the importance of the Audit Committee as a section of council charged 

with specific responsibilities to scrutinise performance and financial management.  

 

 

Auditor General 

 

The Office of the Auditor General (OAG) is assuming responsibility for all Local 

Government Audits.  There is a staged transition approach which is occurring over three 

years as current Local Government Audit contracts expire. The term of the current audit 

contract for the City of Armadale includes the 2018/19 financial year.  The Auditor General 

will commence financial audits with the City in 2019/20. 

 

COMMENT 

Examples of Audit Committee Terms of Reference from a number of other metropolitan local 

governments were reviewed in addition to consideration of the explicit requirements of the 

Local Government Act and the Local Government (Audit) Regulations requirements for the 

operation of Audit committees.  A draft Audit Committee Terms of Reference has been 

developed taking this research into consideration. 

 

ANALYSIS 

The Local Government Department Audit Guidelines provide a number of options in 

determining the membership and meeting frequency for Audit Committees which are 

explained below. However this report recommends that the Audit Committee terms of 

reference generally reflect the City’s current approach, with the additional responsibility to 

‘monitor and advise’ the CEO in reviews of certain systems. 
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OPTIONS 

Membership:  

 

a) The Act requires that an audit committee is to consist of a minimum of 3 members 

and in that situation all must be council members.  

b) Local Governments may decide to appoint a committee involving only elected 

members or they may appoint one or more persons who are external to the Council. 

(Reimbursement of approved expenses may/or may not be paid to each external 

person who is a member of the committee). 

c) Where a committee consists of more than 3 members, then a majority of those 

members must be council members. 

d) If a Council considers it appropriate, the whole Council can be appointed to the audit 

committee. 

 

Meetings: 

 

a) Shall meet at least quarterly 

b) Shall be convened at the discretion of the presiding person 

c) Shall meet in accordance with the Audit Plan, endorsed by the Audit committee. 

 

CONCLUSION 

The City of Armadale Terms of Reference has been designed using the City’s current 

operational practices whilst ensuring compliance with the legislation.  From the above 

options this includes membership option (a) being that the audit committee consists of a 

minimum of 3 members which must all be council members, and meeting option (c) being 

that the committee shall meet in accordance with the Audit Plan, endorsed by the Audit 

committee. 
 

RECOMMEND 

That Council: 

1. Note the changes to the Local Government Finance and Local 

Government Audit Regulations. 

2. Adopts the City of Armadale Audit Committee Terms of Reference, as 

attached. 

 
 

ATTACHMENTS 

1.⇩   Guide to Local Government Auditing Reforms - June 2018  

2.⇩   Audit Committee Terms of Reference Draft  
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2.1 - BETTER BUSINESS REVIEW UPDATE 2018 
    
 

WARD 

 

: ALL In Brief: 

This report provides an overview of the 

progress of the Better Business Review and 

suggests future strategies for enhancement 

of the program. 

This reports recommends that Council 

endorse the following BBR actions: 

Develop a Governance Framework that 

incorporates both performance and 

conformance aspects. 

Develop and seek Audit 

Committee/Council endorsement of a 

Risk Policy and Risk Management 

Framework. 

Develop, for the Chief Executive 

Officer’s approval, a Compliance 

Management system. 

 Facilitate Business Area risk workshops 

with the OMT and Strategic Risks 

workshops with Executive Directors and 

Councillors. 

 Facilitate further risk management 

training and development activities for 

Managers and a professional 

development workshop for 

MANEX/Council. 

Develop the internal audit plan based on 

strategic and process based risks, for 

endorsement by the Audit 

Committee/Council. 

Develop and seek endorsement of a 

Business Continuity Planning program 

for inclusion in the Corporate Business 

Plan 

FILE No. 

 

: M/654/18 
 

DATE 

 

: 3 December 2018 

REF 

 

: FW 

RESPONSIBLE 

MANAGER 

 

: Executive Director 

Corporate Services  

 

 

Tabled Items 

Nil 

 

Officer Interest Declaration 

Nil 

 

Strategic Implications 

4.1 Visionary civic leadership and sound governance 

4.1.2 Make decisions that are sound, transparent and strategic 

4.1.2.2  Implement the Better Business Review 

4.2 An innovative and progressive organisation 

4.2.2 Implement business plans and practices that improve service delivery 

4.2.3 Foster a positive and responsive ‘can do’ approach 
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Legislation Implications 

Local Government (Audit) Regulations 1996  

 

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 sub regulation (1)(a), (b) 

and (c), but each of those matters is to be the subject of a review not less than once in every 3 

financial years. 

 

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

 

Council Policy/Local Law Implications 

The report recommends developing a new policy on risk, which establishes the City’s 

approach and commitment to risk management, including the City’s tolerance to risk. 

 

Budget/Financial Implications 

The risk management workshops and professional development proposed in this report can be 

accommodated in the current year budget for consultancy for the Better Business Review.   

 

A formal procurement process will be undertaken to determine the cost of implementing the 

internal audit plan, however it is envisaged that the costs will also be accommodated in the 

current year budget for consultancy for the Better Business Review.   

 

All other initiatives will be undertaken using internal resources or recurrent funding.  

 

Consultation 

MANEX 

Better Business Review Team 

 

BACKGROUND 

Referring Council recommendations: 

 CA6/11/15 – Better Business Methodology - Presented to Council 9 November 2015 

 CA7/11/17 – Better Business Review Update - Presented to Council 13 November 

2017 

 CA8/11/17 – Audit Regulation 17 - CEO’s Report - Presented to Council 

27 November 2017 

 

The City’s ‘Better Business Review’ program (BBR) was adopted by Council in November 

2015 as a continuous improvement initiative in both the organisation’s results and the way it 

achieves them. The approach involves taking a snapshot of where a business is on a regular 

basis and then measuring changes against this baseline, reporting progress and improvements 

along the way. 
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The program was also designed to meet the requirements of the Regulation 17 of the Local 

Government Audit Regulations. The Regulation requires the CEO to review the 

appropriateness and effectiveness of a local government’s systems and procedures in relation 

to —  

(a) risk management; 

(b) internal control; and  

(c) legislative compliance.  

 

not less than once in every 3 financial years. 

 

Council also endorsed recruiting “an internal staff resource whose role would be to manage, 

co-ordinate and implement, in conjunction with external providers, an ongoing program of 

improving business systems and processes that promote high standards of internal control, 

legislative compliance and risk management”. 

  

At the November 2017 Council meeting, a report on the progress of the BBR was considered, 

including the ‘Better Business Register’ and risk rating tables.  Council adopted the risk 

rating tables for the purpose of evaluating the City’s processes. 

 

The City also commissioned a report from Spark Growth Solutions to review the Better 

Business Review.  The report concluded that “the City of Armadale is on the right track to 

achieve its objectives of a holistic approach to managing risk, including compliance and 

internal controls”.  The report also made a number of suggestions to improve the City’s risk 

approach, including: 

 

 Consider the benefits of a single risk matrix to be used at each level of the 

organisation (leadership, management and operations). 

 The number and definition of the ranges of risk will need to reflect the level of 

granularity required to effectively manage risks within defined acceptance criteria or 

risk appetite. 

 Consider the benefits of simplicity when undertaking risk identification and analysis 

to ensure the regime is operable across the organisation and is sufficiently responsive 

to add value to the decision making process. 

 Consider a risk management framework that enables evaluation, treatment, 

monitoring and review. 

 

DETAILS OF PROPOSAL 

 

ANALYSIS 

In May 2018, the City engaged a Business Improvement Officer to coordinate the BBR.  Risk 

Champions were identified in each Directorate, and together with the Business Improvement 

Officer, formed the BBR team. 

 

The BBR team has: 

 

 Developed tools for process risk assessment 

 Developed risk assessor training, which was conducted with all City Managers. 

 Facilitated the collection of data across Directorates for the Better Business Register, 

including the core services and processes.   
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Each City Department has completed risk assessments for each process within their section 

and provided an inherent and residual risk
1
 rating and judgement of the effectiveness of the 

current controls in place to mitigate the nominated risks. The risk assessors also updated 

and/or nominated the legislation, policy, guidelines or plans relative to the process being used 

to identify operational risks. 

 

Managers were also asked to contemplate ‘opportunities for improvement’ in the form of 

additional controls which could be implemented to more effectively manage the risks 

identified.  

 

The risk assessment data has since been collated into departmental risk registers known as 

‘Better Business Action Plans’, sorted by risk priority, reviewed and endorsed by the 

Executive Directors in each directorate. 

 

The BBR program has resulted in the identification of 487 processes from 164 core services 

across 28 departments and functional areas. A compliance obligation register has been 

collated which lists 139 legislative instruments, which the City must comply with. These are 

known as ‘compliance requirements’.   In addition there are 318 policies, plans, strategies, 

guidelines, manuals and frameworks, which are considered ‘compliance commitments’, that 

is, requirements the organisation chooses to comply with.  

 

A summary of the compliance obligation register is listed below, with details of the core 

services and compliance obligation register contained in the attachments. (Attachments A 

and B). 

 

 

 
 

 

A key outcome of this stage of the BBR was the identification and assessment of ‘process’ 

risks, i.e. mostly lower level risks associated with the City’s processes underpinning service 

delivery and governance.  The following is a summary of the results: 

 

                                                 
1
 ISO 31000 defines Inherent Risks as unmitigated risk and Residual Risks as the risk remaining after risk 

treatment   

Acts 73

Regulations 44

CoA Local Laws/Town Planning & Other Schemes 21

Industry Standards, Codes and Awards 62

State Policies/CoA Publications 42

CoA Non-public Strategies, Frameworks, Guides and Manuals 87

External Guidelines/Guidance & Practice Notes/Manuals 42

Internal Policies & Management Practices (MP's) & 

Delegations 85

TOTAL 456

COMPLIANCE OBLIGATION REGISTER SUMMARY
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The majority of the residual risks have been assessed as low, and there are (thirty four) 34 

low risks where the controls could be improved or there are currently no controls. An 

improvement plan will be developed and MANEX will be monitoring the implementation of 

the improvement initiatives, to address these particular risks. 

 

In addition to the risk assessments, fifty one (51) opportunities for improvement were 

identified. These have been rationalised into the following areas: 

 

 Internal audit and compliance management system improvements 

 Opportunities for further centralisation of the Purchasing function (contracts) 

 Improvements to processes, fact sheets and checklists, which support the organisation 

 Further strategic planning in some areas to guide priorities and service delivery  

 Development of an Environmental Management Plan Guidelines and Framework 

 Community and stakeholder engagement strategy, guidelines and training 

 Review of current level of environmental approvals in the MRA area, and review to 

suit City requirements prior to acceptance for normalisation 

 Further development of manuals and City standards documents 

 Further enhancement of the Asset Management Whole of Project lifecycle workflow 

and responsibilities framework 

 Standardising the approach to property management on leased facilities (leasing, asset 

management etc.) 

 Periodic calculation and review of carbon inventory 

 Business Continuity planning 

 

OPTIONS 

To continue the City’s maturity in its governance, audit and risk approach, a number of 

further actions have been developed, consistent with the initial plan and objectives of the 

BBR. These actions have been informed by the International Standard for Risk Management - 

ISO31000:2018, the Australian Public Sector Commission guide ‘Building Better 

Governance’ and the recommendations of the Spark consulting report. 

 

1.  Governance Framework 

 

The Local Government Operational Guideline No 9 – Audit in Local Government DLGSC 

Guideline No 9 provide a list of issues that should be considered in the CEO’s review of risk 

management, internal control and legislative compliance.  The list is extensive with over 30 

suggested areas to be considered.   

 

The Better Business Review currently goes someway to addressing the outlined issues but 

does not cover all of the recommended areas.  Many of the areas are related to corporate 

governance systems and the aspects of an effective control framework, the majority of which 

are currently in operation at the City. However a formalised framework could enhance the 

No. % No. % Effective Adequate Inadequate None Exist

High 137 12% High 0 0% High 0 0 0 0

Medium 470 42% Medium 65 6% Medium 21 41 3 0

Low 512 46% Low 1054 94% Low 554 469 27 4

Total 1119 100% Total 1119 100% Total 575 510 30 4

Inherent Risks Residual Risks CONTROL EFFECTIVENESS BY RESIDUAL RISK RATING

https://www.dlgsc.wa.gov.au/resources/publications/Pages/ViewPublication.aspx?DocID=414
https://www.dlgsc.wa.gov.au/resources/publications/Pages/ViewPublication.aspx?DocID=414
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approach and provide further clarity around matters such as responsibilities and 

accountability.   

 

BBR Action: Develop a Governance Framework that incorporates both performance and 

conformance aspects. 

 

2.  Risk Management Policy and Framework 

 

An organisation’s commitment to risk management is usually articulated through a policy 

that clearly conveys the organisation’s objectives and commitment to risk management. 

 

An agreed risk management framework formalises and creates consistency in the approach 

used to manage risk, through the use of appropriate tools and common language. 

 

The endorsement of a risk policy and risk management framework was recommended by 

Spark Consulting and it is intended to submit this to the Audit Committee/Council for 

endorsement, early in the new year. 

 

BBR Action: Develop and seek Audit Committee/Council endorsement of a Risk Policy and 

Risk Management Framework. 

 

3. Compliance Management System 

The BBR program has identified 271 compliance risks with 95% of these risks being rated as 

low.  Of these 271 compliance risks, 95% have effective or adequate controls, but there are 

11 risks for which the controls require improvement and 3 where no controls currently exist.  

Effective controls that are managed using a consistent approach across the organisation will 

ensure that the organisation’s compliance obligations are met and that non compliances are 

prevented or detected and corrected. 

 

BBR Action: Develop, for the Chief Executive Officer’s approval, a Compliance 

Management system. 

 

4. Strategic and Business Area Risk Management 

 

The risk identification process to date has identified 140 risks related to the strategic 

category, all with adequate to effective controls in place. However the risks are generally 

process based, with a possible impact on strategic outcomes. They are not necessarily the 

type of high level strategic risks that would be considered by Council.  

 

A separate process is recommended to identify high level strategic risks, and this will involve 

input from Councillors. 

 

In a similar vein, a higher level approach is planned with the Organisational Management 

Team (OMT) to consider City-wide corporate risks, which may cover one or more business 

areas. 

 

BBR Action: Facilitate Business Area risk workshops with the OMT and Strategic Risks 

workshops with Executive Directors and Councillors. 
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5. Training and Development 

 

The BBR training and development program initially focused on developing managerial 

skills for risk identification and assessment. There is opportunity for further professional 

development for Managers and their teams in the principles and practice of risk management, 

in accordance with the International Risk Standard ISO 31000.   

 

It also remains to facilitate further risk conversations with MANEX and Council regarding 

the City’s approach to risk. This development activity is important in order to reach a 

common understanding of the system of risk management, and to ensure a common language 

and agreed outcomes. 

 

BBR Action: Facilitate further risk management training and development activities for 

Managers and a professional development workshop for MANEX/Council. 

 

6. Internal Audit  

 

The City is now in a more informed position to review its internal audit function and consider 

the audit plan for the next three years, based on the process risks identified. Internal audit 

plans typically operate on a three year cycle, in accordance with Local Government Audit 

Regulation 17(2). 

 

The scope of the internal audit plan is a matter for the Audit committee, with input from the 

Chief Executive Officer.  For local government, the internal auditor should report 

functionally to the audit committee and administratively to the CEO. It should be 

remembered that pursuant to section 5.41 of the Act, the CEO is responsible for the day-to-

day management of council activities including the direction of staff and implicitly the 

internal audit function (DLGSC Audit Operational Guideline No.9). 

 

To this end, a report will be submitted in the new year to the Audit Committee proposing the 

internal audit plan for the next three years.  

 

BBR Action: Develop the internal audit plan based on strategic and process based risks, for 

endorsement by the Audit Committee/Council. 

 

7. Business Continuity Plans 

 

Business continuity management aims to minimise adverse effects of impacts arising from 

disruptions to business.  It involves adopting a whole of business approach to identifying and 

mitigating risks to critical business functions so that they can be quickly restored in the event 

of unexpected disruptions such as fire, flood and the failure of IT systems. 

 

Business continuity is a key concern of risk management, and has been identified as a focus 

area for BBR.  Business Continuity Planning is specifically listed as a program which would 

be included as part of good practice for risk management in the ‘Audit in Local Government 

Guidelines’. 

 

Whilst the City currently has a Disaster Recovery Plan for Information & Communications 

Technology as well as Records Management, there is currently no whole of organisation 

Business Continuity approach.   
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BBR Action: Develop and seek endorsement of a Business Continuity Planning program for 

inclusion in the Corporate Business Plan. 

 

CONCLUSION 

Investment in the Better Business Review initiative has resulted in an extensive amount of 

risk assessments, based on the City’s processes.   The results indicate a high percentage of 

risks with either effective or adequate controls currently in place and a small number of risks 

requiring management oversight.  It is encouraging that a number of opportunities for 

improvement were also identified through the process. 

 

Whilst the BBR program has initially focused on Audit and Risk, it was established to lead to 

improvements in overall organisational performance, in addition to meeting the requirements 

of Audit Regulation 17. The tailored approach has set the basis for wider discussions around 

specific service planning, performance and conformance. It is envisaged that the program will 

evolve as an integral component of the Integrated Planning Framework, provide insight to 

Council on strategic direction and at the same time support the implementation of 

frameworks to develop the City’s corporate governance foundations. 

 

To ensure that the BBR assists the City to meet the requirements of Audit regulation 17, it is 

important that future strategies encompass governance, risk and compliance aspects in a 

formalised business framework which provides accountability and assurity. 
 

RECOMMEND 

That Council: 

1. Notes the report. 

 

2. Endorses the next steps of the Better Business Review program, including: 

 

- Develop a Governance Framework that incorporates both performance 

and conformance aspects. 

- Develop and seek Audit Committee/Council endorsement of a Risk Policy 

and Risk Management Framework. 

- Develop, for the Chief Executive Officer’s approval, a Compliance 

Management system. 

- Facilitate Business Area risk workshops with the OMT and Strategic 

Risks workshops with Executive Directors and Councillors. 

- Facilitate further risk management training and development activities 

for Managers and a professional development workshop for 

MANEX/Council. 

- Develop the internal audit plan based on strategic and process based 

risks, for endorsement by the Audit Committee/Council. 

- Develop and seek endorsement of a Business Continuity Planning 

program for inclusion in the Corporate Business Plan. 

 
 

ATTACHMENTS 

1.⇩   Attachment A - Core Services Listing  

2.⇩   Attachment B - Compliance Obligation Register  
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