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A G E N D A 
 

 
OF CITY AUDIT COMMITTEE TO BE HELD IN THE COMMITTEE ROOM, 
ADMINISTRATION CENTRE, 7 ORCHARD AVENUE, ARMADALE ON 
MONDAY, 7 NOVEMBER 2011 AT 5:00 PM 
 
 
 
PRESENT:    
 
 
 
APOLOGIES:   
 
 
 
OBSERVERS:   
 
 
 
IN ATTENDANCE:   
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ELECTION OF CHAIR AND DEPUTY CHAIR 
 
As this is the first meeting of the City Audit Committee since the October 2011 
Elections, the first item of business is the Election of Committee Chair and Deputy 
Chair. 
 
The Executive Director Corporate Services will call for nominations for the position of 
Chair and, having elected the Chair, the Chair will then call for nominations for election 
of the Deputy Chair. 
 
Note:  
Pursuant to the requirements of the Local Government Act 1995, nominations are to be 
in writing either before the meeting or at the meeting before the close of nominations. If 
an election is required for either of the positions, then the provisions of Schedule 2.3 
and 4.1 of the Local Government Act 1995 will apply as appropriate, i.e. committee 
members are to vote on the matter by secret ballot as if they were electors voting at an 
election and the votes cast will be counted on a “first past the post” basis. 
 
 
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 
 
RESOLVED 
 

Minutes of the City Audit Committee Meeting held on 22 March, 2011, be confirmed. 

 
 
Moved CR ______________ 
 
Motion Carried/Lost (       ) 
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AUDITOR’S INTERIM AUDIT REPORT - 2010-2011 FINANCIAL YEAR 
 
WARD ALL 
DATE 31 October 2011 
REF AFM/NC/ARB 
RESPONSIBLE 
MANAGER 

EDCorpS 

In Brief: 
• This report presents the matters raised 

in the Auditor’s Interim Report 
together with Management’s response 
to those matters; and 

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

 

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 associated Regulations 
Australian Accounting Standards 
International Financial Reporting Standards 

Council Policy/Local Law Implications 
Nil 

Budget/Financial Implications 
Nil 

Consultation 
Council’s Auditor 
 

BACKGROUND 
Each year, as part of Council’s audit process, an Interim Audit is undertaken to 
ascertain areas of potential review associated with Council’s financial systems / 
processes.  The advice received through the interim audit is then assessed by 
Management who note the comments and take action as required.  The findings of the 
Interim Audit, together with responses from Management, are now presented for 
Committee’s consideration and recommendation to Council.  The time difference 
between the Interim Audit (late-May 2011) and presentation of this report is primarily 
due to the time of year when the Interim Audit was done (i.e. coincided with budget, 
end of financial year, etc) as well as the need to carry out some internal testing at the 
request of the Auditors. 
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DETAILS OF PROPOSAL 
As part of Council’s committee structure, the Audit Committee has been established to 
review areas of an audit or compliance nature.  The Interim Audit is summarised in the 
following 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 Interim Audit reports on an exception basis those items that 
require management’s attention and does not seek to point out all the strong internal 
controls in place. 
 

COMMENT 
Analysis 
 
Matters raised by the Auditor, and Management’s response to each, are as follows: 
 
 
PURCHASING AND PAYMENTS 
 
Auditor’s Comment 
As part of our audit, we carried out a review of the purchasing and payments system. 
Our audit procedures have been designed to determine appropriate means for selecting 
items for testing so as to gather sufficient appropriate audit evidence to meet the 
objectives of the audit procedures. Professional judgement is used to assess the risk of 
material misstatement and to design and perform further audit procedures where 
necessary to reduce the risk to an acceptable low level. Our audit procedures have been 
designed to determine whether purchases of goods / services were in accordance with 
council’s policies. 
 
Generally the controls surrounding purchases, creditors and payments are appropriate to 
meet the Council’s requirements.  
 
 However, the following matters were noted as requiring attention:  
 

1. During our testing, we noted 9 instances where purchase orders were not placed 
before the purchase of goods and services. 
 
As this increases the risk of unauthorised purchases being made, we request that 
purchase orders be raised when the goods and services are ordered and not after 
the goods and services have been received. This will ensure that goods and 
services have been obtained at the most competitive prices and ensure 
adherence to Council’s purchasing policy. 

 
2. We noted that the tender numbers or details of the quotations were not always 

noted on the purchase orders.   
 

We recommend that all purchase orders should either contain the tender 
numbers or details of quotations obtained. This will assist the authorising officer 
in ensuring appropriate ordering procedures have been followed.  
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3. Currently all quotes are kept by each department of the requisitioning officer. 
While this in itself is not an issue, it is recommended that the quotes be filed 
centrally or with the invoices so that quotation compliance can be checked in a 
more efficient manner. 

 
Management Comment 
The purchasing of goods is a task that is stepped out in detail within City internal 
management practices, particularly “ADM 19 – Procurement of Goods and Services”.  
Management will formally remind Officers of their obligation with regards to this 
management practice and the aforementioned audit comments.  All recommendations 
are noted and will be considered for inclusion within ADM 19.  

 
 
PAYROLL  
 
Auditor’s Comments 
As part of our audit, we selected a few salaries and wages payments and tested to 
support documents and approval. 
 
The following matters were noted and are brought to your attention: 
 

1. During our testing of payroll we noted that the payroll computations are 
performed and processed by the Payroll Officer, with no evidence of review 
from an independent senior officer. 
 
We recommend that the payroll calculations be checked by an independent 
senior officer to verify the accuracy of the computations performed and 
initialled as evidence that the check has been performed. 
 

2. We inspected a copy of the ‘Annual Leave balance Report’ as at 24th of May 
2011, it was found 51 employees had over 8 weeks annual leave. One employee 
had 28 weeks annual leave owing. Excess leave entitlements can have adverse 
effects on the City, including an ever increasing liability as salary rates increase 
over time. Having large leave balances also exposes the City to significant 
payouts when employees leave the organisation. 

 
Management Comment 
The payroll certification matter regarding usage of an independent review of the 
payroll has since been addressed.  The Manager Human Resources now performs an 
independent review of the payroll to verify accuracy. 

 
With regards to excessive annual leave balances, the same report run in September 
2011 shows that the 51 employees that have more than 8 weeks leave accrued (when 
the interim audit was carried out)  has reduced to 38.  Whilst this shows that deviations 
can and will occur within the City, the City will seek to reduce this number further 
within an acceptable timeframe.  It should also be noted that the City maintains a fully 
cash-backed reserve fund to minimise the impact of significant payouts. 
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RECEIPTING 
 
Auditor’s Comment 
Detailed testing of a number of receipts was performed. These included tracing to 
individual receipt details, bank deposits, bank statements and the general ledger to 
ensure allocations / postings were correctly performed and were reasonable. 
 
The following matter was noted during our review/testing of receipting function at the 
front counter of the main office: 
 

We noted that there were instances whereby collections from Armadale Arena 
were not promptly sent over to the main office for receipting and banking. 

 
We recommend that significant collection from site centres such as Armadale 
Arena and Landfill be receipted and banked at least twice a week. 

 
Management Comment 
The security of cash holdings at the City’s numerous out-centres is a matter that the 
City takes very seriously. Previous procedures for the secure collection and timely 
processing of monies have been reviewed and modified taking into account the Audit 
suggestions.  
 
 
SUNDRY DEBTORS 
 
Auditor’s Comment 
As part of our audit process, we also carried out a review of the sundry debtors. The 
sundry debtors aged trial balance report as at 24 May 2011 showed approximately 33% 
($770,842.60) of the outstanding debts of $2,347,371 were in the 120 days or over 
category.  
 
As auditors, we have a responsibility to bring the matter to the Council’s attention and 
will continue to review the progress and the processes undertaken by the management 
to recover these debts. 
 
We recommend that the management review all long overdue and other accounts and 
where the debts have been proven unrecoverable, consideration be given to writing off 
the debts with proper approval. 
 
Management Comment 
The Audit recommendation is fully supported and, indeed, the +120 days debtor 
amount has since been paid in full or has been referred to the Fines and Enforcement 
Registry Service (FERS) for collection. It should be noted that any debt referred to 
FERS can be outstanding for many years whilst FERS attempts to recover the debt via 
licence and registration renewal refusal etc. If unsuccessful, the debt is referred back to 
the City for write off. Once referred to FERS, no action to recover may be taken by the 
City. 
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CONCLUSION 
The Auditor’s Interim Audit Report is considered to reflect favourably on the City’s 
overall level of compliance, which in turn demonstrates that the City’s internal checks 
and controls are working well. 
 
The matters commented on by the Auditor as requiring Management’s review and 
attention: 
• have in some instances already been addressed / actioned, or 
• are in the process of being addressed / actioned as per Management’s response 

presented in this Report. 
 

RECOMMEND 
 

That Council notes the comments arising from the Auditor’s 2010-
2011 Interim Audit and supports the following Management 
Responses to those comments, i.e. 
 
Purchasing and Payments 
The purchasing of goods is a task that is stepped out in detail within 
City internal management practices, particularly “ADM 19 – 
Procurement of Goods and Services”.  Management will formally 
remind Officers of their obligation with regards to this management 
practice and the aforementioned audit comments.  All 
recommendations are noted and will be considered for inclusion 
within ADM 19. 

 
Payroll 
The payroll certification matter regarding usage of an independent 
review of the payroll has since been addressed.  The Manager Human 
Resources now performs an independent review of the payroll to verify 
accuracy. 

 
With regards to excessive annual leave balances, the same report run 
in September 2011 shows that the 51 employees that have more than 8 
weeks leave accrued (when the interim audit was carried out)  has 
reduced to 38.  Whilst this shows that deviations can and will occur 
within the City, the City will seek to reduce this number further within 
an acceptable timeframe.  It should also be noted that the City 
maintains a fully cash-backed reserve fund to minimise the impact of 
significant payouts. 

 
Receipting 
The security of cash holdings at the City’s numerous out-centres is a 
matter that the City takes very seriously. Previous procedures for the 
secure collection and timely processing of monies have been reviewed 
and modified taking into account the Audit suggestions.  
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Sundry Debtors 
The Audit recommendation is fully supported and, indeed, the +120 
days debtor amount has since been paid in full or has been referred to 
the Fines and Enforcement Registry Service (FERS) for collection. It 
should be noted that any debt referred to FERS can be outstanding for 
many years whilst FERS attempts to recover the debt via licence and 
registration renewal refusal etc. If unsuccessful, the debt is referred 
back to the City for write off. Once referred to FERS, no action to 
recover may be taken by the City. 
 

Moved Cr …………. 
Motion Carried/Lost (….) 
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2010-2011 FINANCIAL YEAR INDEPENDENT AUDIT REPORT 
 
 
WARD ALL 
DATE 31 October 2011 
REF AFM and NC 
RESPONSIBLE 
MANAGER 

EDCpS 

In Brief: 
This report presents the 2010-2011 
Independent Audit conducted by Council’s 
Auditor.  It should be noted that no issues of 
inaccuracy or non-compliance with the City’s 
Annual Financial Report for the year ended 30 
June 2011 have been identified. 

 
 
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 associated Regulations 
Australian Accounting Standards 
International Financial Reporting Standards 
 
Council Policy/Local Law Implications 
Nil 
 
Budget/Financial Implications 
Nil 
 
Consultation 
Council’s Auditor 
Chief Executive Officer 
 
 
BACKGROUND 
 
Each year, as part of Council’s audit process, an Independent Audit is undertaken to 
assess Council’s Annual Financial Report and the legitimacy and accuracy of Council’s 
accounts.   An Independent Audit Report is then produced by the Auditor and provided 
to the Chief Executive Officer, Mayor and the Minister / Department for Local 
Government.  The Report is included in Council’s Annual Report.  Any issues arising 
from the Independent Audit Report are to be investigated and action taken to resolve 
those issues.   
  
Council’s Auditor, Mr Tony Macri, will also be in attendance at the meeting to speak to 
the Audit and take questions from Committee members. 
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DETAILS OF PROPOSAL 
 
As part of Council’s committee structure, the City Audit Committee has been 
established to review areas of an audit or compliance nature.  The Independent Audit is 
presented at Attachment A-1 to this Report. 
 
COMMENT 
 
Analysis 
 
The Independent Audit was undertaken in October 2011 (Refer to Attachment “A-1” – 
Summary of Attachments.) and highlights no areas of non-compliance with the Local 
Government Act 1995 (as amended). 
  
Conclusion 
 
The Independent Audit Report reports that the current systems in place at the City are 
financially sound and that the Annual Financial Report has been found to be accurate 
and in accordance with the required legislation.  Accordingly, it is recommended that 
the Independent Audit Report as presented be accepted. 
 
 
 
  RECOMMEND 
 

That Council acknowledges the 2010-2011 Financial Year 
Independent Audit Report as presented at Attachment “A-1”, noting 
that: 

 
 there were no issues of non-compliance found during the 

2010-2011 Annual Audit, and 
 that no inaccuracy with the City’s Annual Financial Report 

for the year ended 30 June 2011 has been recorded. 
 
 
Moved Cr ____________________ 
Motion Carried/Lost (      ) 
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