
 
 

M IN U T E S 
 
 
OF THE CITY AUDIT COMMITTEE HELD IN THE COMMITTEE ROOM, 
ADMINISTRATION CENTRE, 7 ORCHARD AVENUE, ARMADALE ON TUESDAY, 14 
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Mr N Cain -  Acting Executive Director Corporate Services 
Mr A Macri -  Auditor - Barrett & Partners DFK 
Mr T Tan -  Barrett & Partners DFK 
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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 
Nil 
 
 
CONFIRMATION OF MINUTES 
 

 
RESOLVED 

 
Minutes of the City Audit Committee Meeting held on 28 February 2006, 
be confirmed. 

Moved Cr Reynolds 
MOTION CARRIED (5/0) 
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2006 FINANCIAL YEAR INDEPENDENT AUDIT REPORT 
 
 
WARD ALL 
DATE 3 November 2006 
REF AFM and NC 
RESPONSIBLE 
MANAGER 

EDCpS 

In Brief: 
This report presents matters arising from the 
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 2006 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 and Regional Development.  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.  The Independent Audit was undertaken in 
September 2006 and does not highlight any matters requiring investigation.  (Refer to 
Attachment “A-1” – Summary of Attachments.) 
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Council’s Auditor, Mr Tony Macri, and his Audit Manager, Mr Sukumaran Menon, may 
also be in attendance at the meeting to speak to the Audit and take questions from 
Committee members. 
 
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 Independent Audit is forwarded 
under separate cover. 
 
 
COMMENT 
Analysis 
 
The following extract from the Independent Audit Report highlights the fact that there 
are no irregularities or inaccuracies in Council’s financial accounts and that the 
mechanisms used in arriving at the prepared Annual Financial Report are sound: 
 
Audit Opinion 
In our opinion, the financial report of the City of Armadale: 
 

a. present fairly the financial position of the City of Armadale as at 30 June 
2006 and the results of its operations for the year then ended in 
accordance with applicable Accounting Standards; and 

b. are prepared in accordance with the requirements of the Local 
Government Act 1995 and Regulations under that act and other 
mandatory professional reporting requirements. 

 
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 and 
Regulations under the Act. 

 
Conclusion 
 
The extract above highlights that the current systems in place at the City are sound, and 
that the Annual Financial Report has been found to be accurate and in accordance with 
the required legislation. 
 
It should be noted that, whilst it was the Officers’ every intention to bring the Audit 
Report to the City Audit Committee for deliberation, timing issues relating to the 
preparation and acceptance of the Annual Report meant that this was not practical.  
Every endeavour will be made in the future to ensure that this does not re-occur.  Had 
any issues been noted as part of the Independent Audit Report then an urgent meeting of 
the City Audit Committee would have been called.  
 



CITY AUDIT COMMITTEE  5 14 NOVEMBER 2006 
 
 

 

Committee Discussion 
 
Mr Tony Macri spoke to the 2006 Financial Year Independent Audit Report, advising 
that there were no issues of inaccuracy or non-compliance with the City’s Annual 
Financial Report for the year ended 30 June 2006.   
 
CA2/11/06 RECOMMEND 
 

That Council acknowledge the Independent Audit Report as 
presented at Attachment “A-1”, noting that there were no issues of 
inaccuracy or non-compliance with the City’s Annual Financial 
Report for the year ended 30 June 2006. 

 
Moved Cr Everts 
MOTION CARRIED (5/0) 
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2006 FINANCIAL YEAR INTERIM AUDIT ADVICE 
 

WARD ALL 
DATE 2 November 2006 
REF AFM and NC 
RESPONSIBLE 
MANAGER 

EDCpS 

In Brief: 
This report presents matters arising from the 
Interim Audit conducted by Council’s Auditor 
that have already been addressed by 
management or are in the process of being 
addressed. 

 
 
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 Interim Audit is undertaken to ascertain 
any areas of potential review associated with Council’s financial systems / processes.  
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 May-
June 2006 and notes from the visit are now presented for Committee’s consideration.  
(Refer to Attachment “A-2” – Summary of Attachments.) 
 
Council’s Auditor, Mr Tony Macri, and his Audit Manager, Mr Sukumaran Menon, may 
also be in attendance at the meeting to speak to the Interim Audit and take questions 
from Committee members. 
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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 forwarded under 
separate cover and 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 has been fully 
performed and only reports on an exception basis those items that require management’s 
attention. 
 
 
COMMENT 
Analysis 
 
Matters raised by the Auditor, and Management’s response to each, are as follows: 
 
 Sundry Debtors 
 Auditor’s Advice 

We carried out a review of the sundry debtors aged trial balance and other follow 
up reports as at 1 June 2006 and noted that generally, adequate procedures exist 
for proper follow-up of outstanding debts. However, we noted a number of 
outstanding amounts in the 120 days and over category. These are: 

 
         $  
  Acacia Brook – Water Corp.     24,029.65 
  Armadale Rugby League Club      3,814.86 
  Armadale Soccer Club        6,810.00 
  Brigade Road Syndicate     24,351.16 
  Gazebo Management Pty Ltd       6,759.34 
  Kelmscott Football Club     24,232.27 
  Merit Projects         6,820.00 
  Armadale Gosnells Landcare   153,432.24 
 

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. 

 
The provision for doubtful debts at 30 June 2005 was $122,378. Management 
should consider its adequacy for the financial year ended 30 June 2006. 
 
Management Response 
The City continues to concentrate on reducing long-term outstanding debts.  
Written agreements exist for a number of community and sporting groups which 
has had the desired effect of reducing, albeit slowly, their outstanding debt to 
Council.  Examples of this include, for the period under analysis, the Armadale 
Soccer Club’s debt having reduced from $19,030 to $6,810, ARKS Rugby Union 
from $1,535 to $0, AK Strikers T-Ball from $1,431 to $0 and Kelmscott Cricket 
Club from $2,112 to $0. 
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The Armadale Gosnells Landcare debt of $153,432 relates to both services 
previously carried out and services yet to fully occur.  As at 30 June 2006 this 
had been reduced to $0.  Also reduced to $0 outstanding by 30 June 2006 were 
the Armadale Soccer Club and Merit Projects. 
 
Thus, of the list presented above, the long-term outstanding debtors as at 30 June 
2006 were Acacia Brook – Water Corp, Brigade Road Syndicate, Gazebo 
Management Pty Ltd (these three debtors relate to planning works associated 
with the Forrestdale Business Park), Kelmscott Football Club and Armadale 
Rugby League Club (both of which have some form of payment arrangement 
with the City). 
 
Asset Register 
Auditor’s Advice 
We noted that the current asset register for Road Infrastructure assets do not 
contain sufficient details in the asset register to identify the names of the roads 
and its carrying value. 

 
We request that a detailed asset register for Road Infrastructure assets be 
compiled. 

 
 Management Response 

The City acknowledges the issue as raised by the Auditors and agrees that both 
systems should maintain identical data.  To this end, changes in data collection 
methods will be made to ensure that both systems report the same financial 
information as each other. 

 
 Tender Register 
 Auditor’s Advice 

Section 3.57 of the Local Government Act 1995 (as amended) deals with the 
provision of tendering for goods or services. Regulation 17(2) of the Local 
Government (Functions and General) Regulations 1996 requires, among other 
things, the tender register to include the name of the successful tenderer. 

 
The tender register does not always disclose the name of the successful tenderer 
and we request that this requirement of the regulation be implemented to conform 
with the legislation. 
 
Management Response 
The point is noted by the City and consequently changes to the practice of 
maintaining the tender register have been made to ensure that all successful 
tenderers are recorded.  It should be noted that at no time has the City failed to 
meet any other part of the tender requirements and that the final recording of the 
outcome of a tender does not, in any way, affect the tender decision making 
process. 
 
Investment of Surplus Funds 
Auditor’s Advice 
We recommended in our previous management letter dated 20 April 2005 that the 
Council establish a formal investment policy taking into account the need to 
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ensure that adequate control exists over the investment of surplus funds by 
providing guidance to be followed by employees.  

 
Regulation 19(1) of the Local Government (Financial Management) Regulations 
1996 stipulates that a local government is to establish and document internal 
control procedures to be followed by employees to ensure control over 
investments.  

 
We understand a formal investment policy is being formulated.  

 
Management Response 
Each month, the investments of Council are reported by way of the Monthly 
Financial Statements.  Sufficient checks and balances, although not formally 
documented, currently exist for the investment of funds as per the provisions of 
the Trustees Act 1962 (as amended).  A formal policy relating to the investment 
of surplus funds has been prepared and is to be presented to Council for adoption 
in the near future. 
 
Purchasing and Payments 
Auditor’s Advice 
Generally the controls surrounding purchases, creditors and payments are 
appropriate to meet the Council’s requirements. 

 
However, there were a number of instances where purchase orders were raised 
after receipt of the supplier’s invoices. We recommend that purchase orders be 
raised when goods and services are ordered, not after they have been received, as 
this practice incurs the risk of unauthorised purchases being made. 
 
Management Response 
The City continues to address this matter and notes that the instances where this 
occurs are continuing to diminish each reporting period.  However, it should be 
noted that, due to the nature of certain parts of the City’s works and services and 
the electronic means by which purchase orders are produced, in some instances, it 
is simply not possible to issue a purchase order prior to the receipt of products.  
Generally in these instances, a hand-written requisition order is provided to the 
supplier in lieu of a purchase order.  These requisition orders are then used as 
supporting documentation to the purchase order. 
 

Conclusion 
 
Notwithstanding the issues mentioned above, by-and-large the Interim Audit report 
reflects favourably on the City’s performance with regards to the financial management 
controls and systems in place.  Officers will continue to improve upon those areas 
outlined within the Interim Audit report. 
 
Committee Discussion 
 
Committee thoroughly considered each matter raised by the Auditor within the context of 
the 2006 Financial Year Interim Audit advice and advised it was satisfied with the 
response to the issues raised in the report.   
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CA3/11/06 RECOMMEND 
 

That Council acknowledge the Interim Audit Report (2005-2006) as 
presented, noting particularly the areas of: 

 Sundry Debtors 
 Asset Register 
 Tender Register 
 Investment of Surplus Funds 
 Purchasing and Payments 

as areas of potential improvement. 
 
Moved Cr Tizard 
MOTION CARRIED (5/0) 
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INVESTMENT POLICY 
 
 
WARD ALL 
DATE 7 November 2006 
REF AFM and NC 
RESPONSIBLE 
MANAGER 

EDCpS 

In Brief: 
This item proposes the adoption of a Council 
policy for the sound Investment of Council 
funds as recommended by the Council’s 
Auditors.  A summary of the associated 
Management Practice is also included. 

 
 
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) – Section 6.14 
Local Government (Financial Management) Regulations 1996 – Regulation 19 
Australian Accounting Standards 
International Financial Reporting Standards 
 
Council Policy/Local Law Implications 
This item recommends the adoption of a new policy relating to the sound investment of 
Council funds. 
 
Budget/Financial Implications 
Nil 
 
Consultation 
Council’s Auditors 
Other Councils 
Investment Companies 
 
BACKGROUND 
Council Officers have, for a number of years, invested Council funds into highly 
conservative, very accessible investments (primarily 11am-Short Term Investments and 
Short-Term Bank Bills).  Whilst having the luxury of being very safe and having a quick 
turnaround for funds withdrawal, the return on investment is significantly 
underperforming other investments.   
 
On at least two occasions the Council’s Auditors have recommended the implementation 
of a formal Council policy for the sound investment of Council funds.  Upon receiving 
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this recommendation, Council officers contacted a number of other Councils as well as 
several investment companies that have dealings with local government in Western 
Australia seeking preferred methods.  It is from these contacts that the proposed policy 
has been formulated.  (Refer to Attachment “A-3” – Summary of Attachments.) 
 
DETAILS OF PROPOSAL 
The purpose of this item is two-fold.  Firstly, in order to satisfy the Auditor’s requests, a 
policy has been prepared that permits surplus funds to be invested in accordance with 
current Management Practices.  Secondly, to highlight the contents of the associated 
Management Practice that permits Officers to invest in more lucrative, but still very safe 
and accessible investments. 
 
 
COMMENT 
Analysis 
 
Investment Policy 
The wording of the proposed Investment Policy is as follows: 
 Rationale 

Local governments are required to establish and document internal control 
procedures to ensure control over investments and that effective and accountable 
systems are in place to safeguard the City’s financial standing. 
 
Policy 
Municipal, Trust and Reserve Funds surplus to the immediate needs of the City 
may be invested with approved financial institutions in accordance with current 
Management Practices. 

 
Management Practice Summary 
As with all Council policies, the policy alone is used to generally direct officers to 
perform functions.  The guidelines by which officers may act on policies are contained 
within the associated Management Practice.  Within the associated Management Practice 
of the Investment policy, eight key areas of significance have been identified under 
which investments are to be conducted: 

1. Investment Objectives 
 To take a conservative approach to investments, but with a focus to add 

value through prudent investment of funds. 
 To have investment funds achieve a return consistent with the UBSA 90-

Day Bank Bill index. 
 To achieve a high level of security by using recognised ratings criteria. 
 To maintain an adequate level of diversification. 
 To have ready access to funds for day-to-day requirements, without 

penalty. 
 To streamline administrative procedures through the selective use of 

managed funds. 
2. Statutory Compliance 

All investments are to be made in accordance with relevant legislative 
requirements pertaining to Local Governments and Public Funds. 
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3. Approved Institutions 
Investments shall be made with institutions that meet diversification and 
credit risk ratings as defined by Standard and Poor’s long term ratings. 

 
4. Authorised Investments 

Limitations on the nature of investments exist – namely Bank accepted / 
endorsed bills issued by Approved Deposit Taking Institutions (ADIs), Bank 
interest bearing deposits issued by ADIs (including both fixed term deposits 
and floating rate notices), Managed Cash Funds, Managed Cash Plus / Cash 
Enhanced Funds, and any other specific securities that may be approved by 
Council from time-to-time. 

 
5. Investment Guidelines 

In general, funds may only be invested for a period not exceeding the end of 
the current financial year and shall not be placed so as to potentially expose 
Council to a cash flow issue. 

 
6. Performance Benchmarks 

For the purpose of measuring the worth of an investment, regard will be had 
for relevant benchmarks, these being the 11am Cash Rate for Cash and the 
UBSA Bank Bill Index for Cash Plus / or Equivalent / Direct Investments. 
 

7. Diversification / Credit Risk 
Investments shall only be made in a manner that does not expose Council to 
any unnecessary credit risk or any one institution.  The following table shows 
the associated allowable breakdown of investment funds: 
 

Long Term 
Rating 

(S and P) 

Short Term 
Rating 

(S and P) 

Direct 
Investments 
(Max % with 

any one 
Institution) 

Managed 
Funds 

(Max % with 
any one 

Institution) 

Max $ Total 
Portfolio 

AAA 
Category 

A1+ 25% 45% 100% 

AA 
Category 

A1+ 20% 45% 90% 

A Category A1 15% 30% 80% 

BBB 
Category 

A2 10% N/A 15% 

 
8. Reporting 

In accordance with legislative requirements, monthly reporting of each 
investment to Council shall occur.  Each year a review on the appropriateness 
of the investment policy shall occur. 
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Conclusion 
 
It should be noted that officers are currently investing funds in a safe, sound and 
conservative manner.  However, the overly conservative nature of the current investment 
practice is essentially costing Council the missed opportunity of extra interest earnings.  
Whilst not readily quantifiable, an initial estimate of missed interest earnings is in the 
vicinity of $50,000 - $100,000 for the last financial year.  With increased Reserve Funds, 
and increased Sundry Deposits and Bonds temporarily held by Council, it is expected 
that this lost opportunity will increase. 
 
In order to take advantage of extra interest earnings, and to comply with the Auditor’s 
recommendation, an Investment Policy has been constructed, along with an associated 
Management Practice.  The Management Practice steps out the acceptable investment 
methodology that is envisaged to return a “better than current” return on investment 
without placing the City in any significant risk. 
 
CA4/11/06 RECOMMEND 
 

That Council, pursuant to Section 6.14 of the Local Government Act 
1995 (as amended) adopt the following policy pertaining to 
Investments: 
 
Rationale 
Local governments are required to establish and document internal 
control procedures to ensure control over investments and that 
effective and accountable systems are in place to safeguard the City’s 
financial standing. 

 
Policy 
Municipal, Trust and Reserve Funds surplus to the immediate needs 
of the City may be invested with approved financial institutions in 
accordance with current Management Practices. 

 
Moved Cr Scidone 
MOTION CARRIED (5/0) 
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PUBLIC ACCOUNTS COMMITTEE INQUIRY 
 
WARD All 
FILE REF: FIN/6 
DATE 6th November 2006 
REF AFM 
RESPONSIBLE 
MANAGER 

EDCorpS 

In Brief: 
This report presents  
• the Findings and Recommendations of the Public 

Accounts Committee’s Inquiry into Local 
Government Accountability in WA; 

• officer comments in response to the Inquiry 
Recommendations. 

 
The report recommendation is to forward to WALGA, 
comments in response to the Inquiry 
Recommendations. 
 

 
Tabled Items 
Nil 
 
Officer Interest Declaration 
Nil 
 
Strategic Implications 
The effective governance and administration of the City’s services. 
 
Legislation Implications 
Local Governments are already subject to numerous Acts and Regulations which 
advocate an array of accountability and governance requirements. 
 
Council Policy/Local Law Implications 
Nil 
 
Budget/Financial Implications 
If as an outcome of the Inquiry the State Auditor General does in the future become 
involved in local government audit processes, then it is likely that the audit fund 
allocations currently provided in the Fifteen Year Financial Plan -$45,000 per annum - 
may not be sufficient by a factor of perhaps up to $20,000 pa. 
 
Consultation 
Western Australian Local Government Association (WALGA). 
 
BACKGROUND 
 
In August 2005 following discussions had with the State Auditor General on some of the 
problems that had occurred in the local government sector in recent years, the Public 
Accounts Committee commenced an Inquiry Local Government Accountability in 
Western Australia.  The Inquiry terms of Reference were: 

1. Current accountability mechanisms for local government in Western 
Australia, including finance, probity, and performance; 
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2. The capacity of the Department of Local Government and Regional 
Development to examine local government finance, probity and 
performance issues; 

3. Whether the State Auditor General should have a role in local government 
audit processes; and 

4. Other matters deemed relevant by the Committee. 
 

In October 2005, the matter of the Inquiry was the subject of report via the City Audit 
Committee with Council’s resolution (CA4/10/05) being as follows: 
 

“That Council not make a separate submission to the Public Accounts 
Committee Inquiry into local government accountability for the reasons 
that:  
 
(i) the Western Australian Local Government Association (WALGA) 

and the Local Government Managers’ Association (LGMA) will 
be making submission advocating the interests of the industry and 
that WALGA’s submission will be based upon member feedback 
via a member survey thereby presenting the opportunity for 
Council’s input; and  

 
(ii) as a general principle, Council is supportive of initiatives that 

improve the accountability of local government including perhaps 
an audit role by the State Auditor General however the possible 
involvement of the Auditor General should be predicted upon 
assurances from the state government in regard to associated 
costs being reasonable and a capacity by the Auditor General to 
deliver an effective and timely service.” 

 
Also in October 2005, WALGA canvassed members for their views, with the major 
concerns of local governments being as follows: 

• concern about what the Auditor General’s role would be if involved in the local 
government audit process, rather than whether or not the Auditor General should 
be involved; 

• asking the Auditor General to administer the existing system of audit would seem 
pointless; and 

• the potential cost increases to local governments. 
 
On the 28th September 2006, the Public Accounts Committee publicly released its 
findings and recommendations and these are the primary subject of this report.   Attached 
to this Agenda is a copy of the PAC Inquiry Report.  (Refer to Attachment “A-4” – 
Summary of Attachments.) 
 
COMMENT 
 
Analysis 
 
The findings and recommendations from the Public Accounts Committee’s Inquiry are as 
follows  
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Findings 
 

Finding 1 
In 2003/04 expenditure across the local government sector totalled approximately 
$1.6 billion, while revenue sat at around $1.7 billion. 
  
Finding 2 
Public money accounts for approximately 68 per cent of local government 
revenue. Council rates make up almost 43 per cent, while 25 per cent is derived 
from State and Commonwealth grants. 
 
Finding 3 
The current scope for assurance audits in the local government sector is 
effectively a ‘bare minimum’ framework, with a largely financial focus. 
Individual Councils can choose whether to extend this scope to include more 
rigorous or more comprehensive auditing and reporting. 
  
Finding 4 
Audits in the State public sector are managed by the Office of the Auditor 
General (OAG), which conducts a very broadly scoped attest audit that includes 
an opinion on key performance indicators as well as on controls and legislative 
compliance. The State public sector is also subject to the Oar’s examination of 
efficiency and effectiveness. 
  
Finding 5 
The 2005 amendments to the Local Government Act 1995 that require local 
governments to establish audit committees will facilitate greater elected 
representative participation in the financial affairs of councils. 
  
Finding 6 
The annual Compliance Audit Return is considered by many local governments 
to be overly complex and in many instances irrelevant to individual councils. 
  
Finding 7 
The Compliance Audit Return is conducted by council administration as a self-
assessment on an annual basis. It is not included in the scope of the annual audit 
or independently reviewed. 
  
Finding 8 
Local governments believe they do not receive adequate or timely feedback from 
the Department of Local Government and Regional Development relating to the 
Compliance Audit Return. 
  
Finding 9 
The 2003/04 audit reports for local governments indicate that almost 42 per cent 
of councils received a qualified audit certificate or a management letter, and 
approximately 30 per cent experienced significant compliance issues. 
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Finding 10 
Approximately 44 per cent of all local governments did not provide the 
Department of Local Government and Regional Development with copies of their 
2003/04 audit opinions by the statutory deadline. This affects the Department’s 
capacity to monitor the sector in a timely manner. 
  
Finding 11 
In 2005/06 there were 4 full time staff in the Department of Local Government 
and Regional Development with a total budget of $527,000 allocated to 
monitoring the finances of 144 individual local governments with combined 
annual revenue of $1.7 billion. 
  
Finding 12 
There is a perception amongst local governments that the Department of Local 
Government and Regional Development (LORD) does not have sufficient 
resources to effectively monitor and support the sector. There appears to be a 
belief that the LORD does not offer assistance or advice early enough and its key 
focus is on ensuring compliance rather than providing support. 
  
Finding 13 
At the sector wide level the Department of Local Government and Regional 
Development publishes very little data and, apart from individual local 
government annual reports, there is virtually no means by which the public can 
transparently assess or observe council performance. 
  
Finding 14 
Although the Office of the Auditor General performs the annual attest audit of the 
Department of Local Government and Regional Development, it has no power to 
examine the performance of local governments in delivering services in an 
equitable and effective manner and is unable to address issues specifically related 
to local government. 
  
Finding 15 
The model of Local Government audit used in Queensland appears to give the 
best outcomes for all stakeholders without major impact on local government 
autonomy. 
  
Finding 16 
Benchmarking the local government sector may facilitate knowledge sharing 
between individual councils that encounter similar issues. The sector is currently 
not adequately benchmarked to assist local governments and their constituents in 
identifying areas of concern. 

 
Recommendations 
 

Recommendation 1 
The Department of Local Government and Regional Development should, in 
conjunction with key stakeholder groups, conduct a review of the Compliance 
Audit Return to address concerns about its complexity and relevance. 
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Recommendation 2 
The Public Accounts Committee strongly recommends that the Auditor General 
conduct the audit of the local government sector in Western Australia. The State 
Government should examine the benefits of involving the Auditor General in the 
audit of local government in line with the Queensland model. 
  
Recommendation 3 
The Public Accounts Committee recommends that the Auditor General should 
audit no more than 15 per cent of councils on a rotating basis, with the remainder 
to be tendered out to the private sector. 
  
Recommendation 4 
The parameters of audit for the Western Australian local government sector 
should be set by the State Auditor General to ensure consistency of reporting 
across the State. 
  
Recommendation 5 
The Auditor General should ensure there is an annual, comprehensive 
comparative report of each Local Government in Western Australia to facilitate 
transparency and provide an accurate assessment of the performance of 
individual local governments. 
  
Recommendation 6 
In recognition of the problems of financial sustainability in local government, the 
State Government should ensure the overall compliance burden on individual 
local governments does not unduly increase. The overall cost impost should be 
recognised by the State. 

 
WALGA in an Info Page distributed to members on 28th September 2006 advised that 
‘the Association will develop a response to the PAC Inquiry Report and invites comments 
from member councils to inform this process’. 
 
General comment in response to the Report and Recommendations is as follows: 
 

• the “so-called problems” in local government that gave rise to the PAC Inquiry, 
namely the problems at Coconut, Underpin, Mondale, Cockburn and Melville 
Councils, were not all of a type that could have been prevented had the Auditor 
General been conducting local government audits, and for the Inquiry Report to 
infer this correlation, is misleading; 

 
• the Report also mistakenly infers that the issue of some local government’s being 

unsustainable is attributable to not having proper audit processes in place (which 
would seemingly not be the case if the Auditor general was involved) which is 
obviously a far too simplistic view of the whole local government sustainability 
issue; 

 
• the Inquiry Report appears to be predicated upon the presumption that having the 

Auditor General involved in the conduct of audits automatically equates to 
greater probity and accountability to the public, yet no where in the Report is 
there any hard evidence to support this presumption.  State government agencies 
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are neither immune to or have any less “so-called problems” on account of the 
Auditor General’s involvement, and as for the inferred suggestion that state 
government is seen by the public to be more accountable because of the Auditor 
General’s involvement, is debatable; 

 
• the Inquiry Report also suggests that the scope of most local government audits is 

limited to the “tick and flick” type which is certainly not the case at the City of 
Armadillo; 

 
• the Report when referring to the scope of the audit to be performed by the 

Auditor General, raises the aspect of performance audits and suggests that this 
would entail compiling and publicly publishing comparative data of all local 
governments thereby better informing the public as to the performance of their 
local government by comparison to others and that this form of reporting, would 
equate to greater accountability to the public.  This correlation is highly arguable 
given the diversity of local governments in WA which is acknowledged several 
times throughout the Report; 

 
• in summary, the Inquiry Report is believed to fall considerably short of 

presenting a convincing case demonstrating the benefits to be gained by having 
the Auditor General conduct future local government audits in WA – the Report 
appears predicated on the notion that having the Auditor General involved in the 
conduct of audits equates to greater accountability to the public, which is not 
necessarily so.  There is however merit in further considering the introduction of 
a minimum standardised scope of audit for use by all local governments and it is 
in this regard that the Auditor General may logically have a role to play.  

 
More specific comment on each of the above (6) PAC Recommendations, is as follows: 
 
Recommendation 1 – agreed. 
 
Recommendation 2 – not agreed for the reason that the Inquiry Report falls considerably 
short of presenting a convincing case demonstrating the benefits to be gained from such 
an initiative.  There is however merit in further considering the introduction of a 
minimum standardised scope of audit for use by all local governments and it is in this 
regard that the Auditor General may logically have a role to play. 
 
Recommendation 3 – not agreed for the same reason as presented in respect to 
recommendation 2 above. 
 
Recommendation 4 – as a principle agreed, and provided the local government sector is 
involved in the process of developing the audit parameters. 
 
Recommendation 5 – not agreed - not convinced as to the benefits of this 
recommendation without further details of what the comparative reporting might entail.  
Comparative statistical type reports do not in them self provide “an accurate assessment 
of performance of individual local governments”, rather they serve to point to areas of 
possible review.  
 
Recommendation 6 – agreed. 
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Options 
 
The available options in responding to the PAC Inquiry Report are: 
1. take no action, OR 
2. await WALGA’s draft response and make comment at that stage; OR 
3. make comment now and forward same to WALGA. 
 
Conclusion 
 
It is recommended that Council formulate and forward its comments on the PAC Inquiry 
Report to WALGA. 
 

Committee Discussion 
 
Committee expressed concern with regard to what they considered was a further impost 
by State Government passing responsibility to Local Government with little 
consideration to resource availability and involved consultation.  Accordingly, 
Committee suggested that Council comment be forwarded to all local Members of 
Parliament.   
 
Committee requested that Council, when responding to the WALGA Public Accounts 
Committee Inquiry Report, remind WALGA that in years past the Department of Local 
Government and Regional Development had collected and published “Performance 
Indicators” for Councils.  This is not currently occurring and it is believed that this 
publication could be reinstated as per PAC Recommendation 5 of the Public Accounts 
Committee Inquiry Report. 
 
CA5/11/06 RECOMMEND 
 

That Council, in response to the recommendations arising from the 
Public Accounts Committee’s (PAC) Inquiry into the Accountability 
of Local Government in WA, provides WALGA with the following 
advice: 

 
1. Council remains of its prior position on the matter, namely: 

“as a general principle, Council is supportive of initiatives that 
improve the accountability of local government including 
perhaps an audit role by the State Auditor General however the 
possible involvement of the Auditor General should be predicted 
upon assurances from the state government in regard to 
associated costs being reasonable and a capacity by the Auditor 
General to deliver an effective and timely service.” 

 
2. Council’s comments in response to each of the PACs 

recommendations are as follows: 
 

PAC Recommendation 1 – The Department of Local 
Government and Regional Development should, in conjunction 
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with key stakeholder groups, conduct a review of the Compliance 
Audit Return to address concerns about its complexity and 
relevance. 

Comment - agreed. 
 

PAC Recommendation 2 – The Public Accounts Committee 
strongly recommends that the Auditor General conduct the audit 
of the local government sector in Western Australia. The State 
Government should examine the benefits of involving the 
Auditor General in the audit of local government in line with the 
Queensland model. 

Comment - not agreed for the reason that the Inquiry 
Report falls considerably short of presenting a 
convincing case demonstrating the benefits to be gained 
from such an initiative.  There is however merit in 
further considering the introduction of a minimum 
standardised scope of audit for use by all local 
governments and it is in this regard that the Auditor 
General may logically have a role to play. 

 
PAC Recommendation 3 – The Public Accounts Committee 
recommends that the Auditor General should audit no more than 
15 per cent of councils on a rotating basis, with the remainder to 
be tendered out to the private sector. 

Comment - not agreed for the same reason as presented 
in respect to recommendation 2 above. 

 
PAC Recommendation 4 – The parameters of audit for the 
Western Australian local government sector should be set by the 
State Auditor General to ensure consistency of reporting across 
the State. 

Comment – as a principle agreed, and provided the 
local government sector is involved in the process of 
developing the audit parameters. 

 
PAC Recommendation 5 – The Auditor General should ensure 
there is an annual, comprehensive comparative report of each 
Local Government in Western Australia to facilitate 
transparency and provide an accurate assessment of the 
performance of individual local governments. 

Comment - not agreed - not convinced as to the benefits 
of this recommendation without further details of what 
the comparative reporting might entail.  Comparative 
statistical type reports do not in them self provide “an 
accurate assessment of performance of individual local 
governments”, rather they serve to point to areas of 
possible review.  

 
PAC Recommendation 6 – In recognition of the problems of 
financial sustainability in local government, the State 
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Government should ensure the overall compliance burden on 
individual local government s does not unduly increase. The 
overall cost impost should be recognised by the State. 

Comment - agreed. 
 
Moved Cr Reynolds 
MOTION CARRIED (5/0) 
 
 
MEETING CLOSED AT 6.20 PM 
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