Wednesday, 6 April 2022

NOTICE OF MEETING
Dear Councillor,
The next Audit Committee Meeting will be held at 8am on Thursday, 7 April 2022 in the
Council’s Chambers at 33-37 Macpherson Street Carnamah.
The attached Agenda is presented for your consideration.

Paul Sheedy
Acting Chief Executive Officer

Please Note
If an Elected Member has a query regarding a report item or requires additional
information in relation to a report item, please contact the senior employee prior to the
meeting.

AGENDA
AUDIT COMMITTEE MEETING
7 April 2022
ATTENTION/DISCLAIMER
No responsibility is implied or accepted by the Shire of Carnamah for any act, omission
or statement or intimation occurring during Council or committee meetings.
The Shire of Carnamah disclaims any liability for any loss whatsoever and howsoever
caused arising out of reliance by any person or legal entity on any such act, omission or
statement or intimation occurring during Council or committee meetings. Any person or
legal entity who acts or fails to act in reliance upon any statement, act or omission made
in a Council or committee meeting does so at that person’s or legal entity’s own risk.
In particular and without detracting in any way from the broad disclaimer above, in any
discussion regarding any planning application or application for a licence, any statement
or intimation of approval made by any member or officer of the Shire of Carnamah
during the course of any meeting is not intended to be and is not taken as notice of
approval from the Shire of Carnamah.
The Shire of Carnamah advises that anyone who has any application lodged with the
Shire of Carnamah shall obtain and should only rely on WRITTEN CONFIRMATION of
the outcome of the application, and any conditions attaching to the decision made by the
Shire of Carnamah in respect of the application.
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AUDIT COMMITTEE MEETING
7 APRIL 2022

1.0

DECLARATION OF OPENING
Acknowledgement of Country
The Shire of Carnamah would like to acknowledge the traditional custodians of this land,
and pay its respect to local Aboriginal Elders, both past and present.
We also reflect on the spirit of the pioneers who settled this country and developed the land,
and the service personnel whose sacrifices have enabled us to enjoy the lifestyle we have
become accustomed to.

2.0

RECORD OF ATTENDANCE

2.1

Present

2.2

Apologies/ Members on Approved Leave of Absence

3.0

PUBLIC QUESTION TIME

4.0

DISCLOSURE OF INTEREST

4.1

Declaration of Financial and Proximity Interest

4.2

Declaration of Interest Affecting Impartiality

5.0

PETITIONS, PRESENTATIONS AND DEPUTATIONS

5.1

Presentation from Nexia Perth - 2021 Audit Exit Meeting

6.0

CONFIRMATION OF MINUTES

6.1

Audit Committee Meeting
RECOMMENDATION
That the Minutes of the Audit Committee Meeting held on Wednesday 16 March 2022 be
accepted as a true and correct record.
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7.0

OFFICER REPORTS

7.1

Financial Management Systems Review
File Code

ADM0661

Author

Ian Walsh, Deputy Chief Executive Officer

Disclosure of Interest

Nil

Attachments

1. Financial Management Systems Review Report

SUMMARY
The Audit Committee is requested to consider recommending that Council accepts the
Financial Management Systems Review (FMSR) Report, which was undertaken by LG Best
Practices late last year, and endorses the comments from management in response to the
recommendations in the report.
BACKGROUND
Regulation 5(2)(c) of the Local Government (Financial Management) Regulations 1996
requires the CEO 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 3 financial years) and report to the local government the results of
those reviews.
COMMENT
LG Best Practices was engaged by the Shire to conduct a financial management systems
review in accordance with our internal policies and the requirements set out in the Local
Government (Financial Management) Regulations 1996. The purpose of this review was to
independently evaluate the appropriateness and effectiveness of the local government’s
financial management systems and procedures, and communicate the findings to the CEO.
The consultants recommendations contained in the attached report are listed below along
with administrative staff comments:
Accounting – Assets & Liabilities
Assets Use of the most recent, industry standard, budget template and monthly financial
report will ensure the required disclosures are incorporated. The Shire should consider using
an asset register reconciliation including a movement and depreciation summary as part of
the end of month procedures.
From July 2022 the presentation of monthly financial statements will be reported utilising
Moore Australia’s standard templates.
It is important that an assessment of the remaining useful lives for all assets is carried out
each year to ensure the accuracy of depreciation charged. This assessment should take
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into consideration the condition of the asset. The minor tools module in Synergysoft should
be considered for recording of minor assets to maintain all asset under one system.
Usefull life of assets will be reveiwed as pat of the budget process each year and minor
assets will be recorded in SynergySoft in future.
Liabilities The policy should be updated to include the name of the Shire rather than the
template text. For ease of budget and AFR preparation, excel versions of the schedules
should be obtained (available from WATC). All lending agreements should be readily
available upon request for the term of loan (and in accordance with the record keeping plan).
During the next policy review Council policy 8.3 – Borrowings Management – it will be
recommended that the words “Shire of Somewhere” be changed to the “Shire of Carnamah”.
Council currently only has one loan agreement, which is kept on the strong room and is
available on request.
Proper Collection of Money Owing
A debtor requisition should be submitted for approval before raising invoices and debtor
batch listings should be signed. All private works requests must be signed by an appropriate
Shire officer and the amount to be charged clearly stated on the documentation. It is
recommended that the recurring invoices function of Synergysoft be used to manage rent
charges to be raised and any other charges that occur regularly. Debtor requisitions should
be raised by an authorised officer before an invoice is processed and approved, then the
invoices should be checked by management for accuracy prior to distribution. Update
standard fees and charges schedule to include reference to late payment interest charges
for outstanding debts other than rates - even if it is zero so charges remain transparent.
Using the receipting parameters function in Synergysoft will increase accuracy and reliance
on paper based systems. The amount of interest to be charged on late payment of debts
should be noted in the adopted budget resolution even if it is to be zero. The policy does not
clearly outline what is required in relation to the collection of funds other than rates, although
this is a minor area, a clear and concise procedure should be developed to assist staff with
all debt recovery. A formal policy/procedure to manage the debt collection of general
revenue will assist staff in the timely collection of all funds outstanding.
Late penalty interest on debts other than rates will be included in the 2022/23 budet fees
and charges and noted in the budget adoption resolution.
Councils debt collection policy to be ammended to provide clarityfor the collection of non
rate debtors prior to the adoption of the 2022/23 budget.
The amounts collected from these outstations is minor therefore a low risk however a
reconciliation of confirmed bookings versus monies should be conducted to ensure all funds
are received. The charge types descriptions are quite generic which can lead to errors, it is
recommended the descriptions are more prescriptive so they are easily identified through
the search function in the invoice process program.
Receipts are issued at the time monies are collected from patrons at the caravan park and
camping ground. Copies of these receipts are presented to the Shire along with the
cash/cheques/eftpos slips to ensure all funds collected are accounted for.

Safe Custody & Security Of Money Collected
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A cash handling policy guides staff on procedures for receipting large sums of cash, access
to cash registers, how to transport and store cash as well as who is authorised to access
the safe. Such a policy should be adopted which details all types of monies received and
the manner in which staff should handle and store it. Reference to how much cash may be
held in one location at any time also helps to reduce the risk of large sums of money being
stolen etc. It is noted that only small amounts are usually received.
Noted with a cash handling policy to be drafted and presented for Council adoption.
Whilst recordkeeping for petty cash was adequate, introducing a petty cash voucher system
would make the process more transparent.
Currently all payments from petty cash are supported by receipts or a statutory declaration.
A voucher system will be introduced which will record the date an individual was given funds,
the total amount of cash given, the reason the cash was given, the account number the
expense is to be charged too and the initials of the individual disbursing the cash.
A copy of the bank audit certificate for the year ending 30 June 2021 should be obtained
from the Auditor for recordkeeping purposes and verification that balances are the same
before preparing the annual financial report.
In future copies of bank audit certificates will be obtained from the auditors prior to preparing
the annual financial report.
Access to funds should be restricted. It is recommended that the strong room door remain
locked at all times to minimise risks associated with unauthorised entry. Similarly, cash floats
should be segregated such that each officer receipts into their own batch. This holds staff
accountable for their own balancing, errors, omissions etc. It was noted, however, that
Carnamah is a small council and this may not be practical. Monies held for specific purposes
Policies should be updated to incorporate guidance to staff with respect to the
establishment, nature and categorisation of each account. Grants administration (grants
received) A well written policy/procedure is an invaluable guide to ensure staff understand
who is responsible for application, assessment, monitoring, acquittal and review phases of
grant administration. We recommend establishing a policy/procedure to ensure best
practice.
The strong room and server/file room doors are locked at all times. The comments regarding
floats and receipt batches is noted however due to the limited number of transactions and
amounts inolved for the majority of the year it’s not considered warranted.
It was noted that the council did not keep a grants schedule. We recommend the use of such
schedules to ensure timelines for completion, reporting and acquittal are reached. The OAG
Better Practice Guide recommends establishment of a grant schedule, which considers
future funding opportunities for capital works etc contained with the corporate business plan,
that could be funded utilising grants. This schedule would be an invaluable management
tool for staff, this practice could assist in reducing the rate burden on ratepayers. Lastly,
although unspent grants are contained within the monthly financial statements, a more
robust reconciliation process could be considered.
A spreadsheet is maintained showing expenditure on all grant projects, along with all grant
income received. The spreadhseet is updated monthly to ensure that grant funds received
for any project expenditure made during the month is transferred from the contract liabilities
account to the respective grant income account.
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Maintenance & Security of Financial Records
Information that provides evidence of business activity or decision is a public record. Shire
employees are required to appropriately classify and store all information which constitutes
a record. A policy which clearly outlines this is mandatory and should be easily accessible
in the policy manual. Staff credentials, qualifications and licences etc are verified at the time
of employment however they should be checked on an annual basis to ensure currency.
A policy will be presented to Council for adoption prior to 30 June 2022.
Staff qualifications and licences verifications will be included in all future annual performance
reviews.
Authorisation of Purchases & Payments
For the sake of unambiguity, the policy should state all purchases should have a purchase
order (within the limits specified). All staff involved in purchasing goods should receive
formal training which includes policy 13 interpretation, procedures for raising a purchase
order and supportive documentation required. Quotations should always be attached to the
relevant purchase order.
The comments regarding the purchasing policy are noted and the policy will be reviewed
and referred back to Council for adoption.
A tender register that contains all legislative requirements should be prepared with reference
to supportive evidence. This should be published on the website.
The Executive Co-ordinator to prepare a compliant tender register and place it on Council’s
website.
A policy which outlines how to manage, review, make variations and record contracts is an
invaluable tool for staff involved in contract management. It should detail examples of what
constitutes a contract, the need to examine supplier spend over a three year period and
include a clause regarding anti-avoidance.
Comments regarding contracts is noted with the Records Officer to prepare a policy.
A formal policy which documents the current practice clearly stating the required steps for
verifying supplier details prior to set up is essential to prevent fraudulent activity. Each year
a review of the supplier master files should be conducted and cancellation/suspension of
any suppliers that have not been used for two years should occur.
This task to be added to the Attain software program to ensure the review is conducted prior
to the 30 June each year.
The use of a credit card requisition form will ensure approvals for purchases by other officers
are approved prior to finalisation. The DCEO should review the CEO credit card to ensure
segregation of duties and transparency.
The CEO’s credit card is review and signed off by the Shire President.
Maintenance of Payroll
Altus is a highly compliant payroll system with adequate controls for recording hours worked
and management of leave requests and approvals. Altus is available for all staff however it
was noted that outside staff do not currently utilise the system effectively. Although the
Works Manager is authorised to enter time sheets, it is recommended that all employees
enter their own timesheets and leave requests directly into Altus as this would minimise
opportunities for fraudulent activity and would also prevent the need to have employees sign
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off on any modifications made by the Works Manager. Use of Altus would also help prevent
any disagreements with respect to overtime worked.
Due to literacy and computer skills of some staff this is considered impracticable. Paper
based time sheets and leave request forms are completed and kept for all non office staff.
Pay rates were compliant at the time of audit, however it was noted that all rates were
recently corrected and employees back paid. We recommend incorporating reminders into
end of year payroll processes to ensure that pay rates are in accordance with the award and
employment contracts.
The task of checking that the pay rates are in accordance with the appropriate
award/employment contract is to be added to the Attain program thus ensuring they are the
end of year payroll process.
It was also noted at the time of audit that reconciliations were not performed, and plant hours
were incorrectly costed. However, we are aware that there were teething issues with Altus
software during this time which have since been resolved.
Currently, there is reliance on the industry standard template for determination of
percentages for probability/likelihood etc in calculating long service leave. This should be
reviewed to determine relevance to Carnamah.
Noted
It was noted that employees with accrued annual leave in excess of six weeks were not
advised formally and those with long service leave after 10.5 years of continuous service
had not entered into official agreements to delay. We recommend that management review
annual leave accruals each month and formally request employees to take leave within six
months if they have accruals exceeding six weeks. Employees who have fully accrued long
service leave should enter an agreement to officially delay their leave and secure the rate
of pay, if over 10.5 years.
Noted with a reminder task every 6 months to be added to the Attain program. A policy is
currently being prepared dealing with unused leave for Council adoption.
We found all paperwork within physical personnel files however disorganised filing led to
difficulties locating specific documents. Disordered record-keeping presents opportunities
for error, particularly in relation to pay rates. To minimise this risk, we recommend all
personnel files are kept tidy with paperwork organised chronologically by subject. In some
files, incomplete, unclear or inadequate documentation was observed. For example,
employee change of details forms were not signed, written authorisation for a rates
deduction was not held on file, a letter in one file stated "revised working hours and rate of
pay as discussed" but did not indicate the actual rate to be paid, and a written termination
letter was not found on one employee file. It is recommended that any changes to rate of
pay are accompanied by formal documentation which clearly states the rate of pay and a
written letter of acceptance is provided for all terminations. To prevent fraudulent activity, it
is essential that changes to employee details are signed off by the relevant employee. Better
use of Altus would also help resolve issues in relation to unsigned personnel documentation.
Employee records are now saved electronically on the server in a secure folder which only
the DCEO & SFO have access to.
It was noted that outside staff performance reviews were not signed by CEO and no
comments were made by Works Manager. Performance reviews are a management tool to
guide staff through career advancement, training requirements and provide feedback on
performance. It can be a valuable tool if conducted well. Training for management staff on
how to get the most out of a review could be beneficial.
All future staff reviews will have Managers’ comments included and be signed by the CEO.
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Stock Control
It is imperative the purchasing of fuel has a robust system and is easily reconciled as it can
prove to be a high risk area. It is suggested that staff take a photo of the receipt and email
it directly to the creditor officer immediately following the purchase. They could also take a
photo of the registration vehicle plate to confirm the vehicle used. This would eliminate the
need for staff to remember at the end of the day.
Any fuel purchased by staff, other than executive staff, is recorded in numbered docket
books at the time the fuel is purchased including the vehicle registration number the fuel
was purchased for. These docket books are then crossed checked against the fuel account
at the end of the month.
Statutory Reporting
The Shire of Carnamah uses an older version of the Moore Australia standard template for
preparation of the monthly financial reports. The template was examined and found to
comply with regulations in most instances however it is recommended that they upgrade to
the latest template to ensure full compliance with the new accounting standards and OAG
better practice guides.
The format of the monthly financial reports will be changed to Moore Australia template from
July 2022.
Financial Management Systems & Procedures
A tender register that contains all legislative requirements should be prepared with reference
to supportive evidence. This should be published on the Shire’s website.
The Executive Co-ordinator to prepare a compliant tender register and place it on Council’s
website.
Management considers the investment register to be part of the monthly financial
statements, however it is recommended that a more comprehensive register in line with the
OAG’s better practice guide is maintained.
Noted and will implemented in the future.
The employee code of conduct is required to be published on the website in accordance
with legislation.
The code of conduct is included in the policy manual which is on the website.
CONSULTATION
Chief Executive Officer (until January 2022)
Acting Chief Executive Officer (thereafter)
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STATUTORY ENVIRONMENT
Local Government (Financial Management) Regulations 1996
Reg. 5(2)(c) CEO’s duties as to financial management
Local Government (Audit) Regulations 1996
Reg. 16 Functions of an audit committee
STRATEGIC IMPLICATIONS
Nil
POLICY IMPLICATIONS
Nil
FINANCIAL IMPLICATIONS
Nil. LG Best Practices was appointed to undertake the Audit Reg 17 Review for the Shire.
Due to a misunderstanding, the consultant completed the Financial Management Systems
Review instead. They then completed the Audit Reg 17 Review as requested but the Shire
did not pay any additional costs for the Financial Management Systems Review.
VOTING REQUIREMENT
Simple Majority

COMMITTEE RECOMMENDATION
That Council, in accordance with regulation 5(2)(c) of the Local Government (Financial
Management) Regulation 1996 and regulation 16 of the Local Government (Audit)
Regulations 1996:
• accepts the Committee Recommendation to note the results of the Financial
Management Systems review;
• endorses the comments contained in the report provided by administrative staff;
and
• recommends the adoption of the same by Council.
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7.2

Audit Reg 17 Review
File Code

ADM0661

Author

Ian Walsh, Deputy Chief Executive Officer

Disclosure of Interest Nil
Attachments

1. Audit Reg 17 Review Report

SUMMARY
The Audit Committee is requested to consider recommending that Council accepts the Audit
Reg 17 Review Report, which was undertaken by LG Best Practices late last year, and
endorses the comments from management in response to the recommendations in the
report.
BACKGROUND
Regulation 17 of the Local Government (Audit) Regulations 1996 requires the CEO to review
the appropriateness and effectiveness of a local government’s systems and procedures in
relation to:
•
•
•

risk management;
internal control; and
legislative compliance.

It is standard practice for this review to be conducted by an independent party, in order to
obtain a comprehensive review and maintain transparency of audit activities.
The findings contained herein report on risk management, internal control, and legislative
compliance systems and procedures, enabling the CEO to make better informed decisions
with respect to the execution of his/her duties.
COMMENT
LG Best Practices was engaged by the Shire to conduct an Audit Reg 17 review in
accordance with our internal policies and the requirements set out in the Local Government
(Audit) Regulations 1996.
In accordance with Regulation 17 of the Local Government (Audit) Regulations 1996, the
Shire of Carnamah is required to review and report on the appropriateness and
effectiveness of certain systems and procedures at least once every three financial years.
The consultant’s recommendations contained in the attached report are listed below along
with administrative staff comments.

Agenda

Audit Committee Meeting - 7 April 2022

12

Risk Management
Credit Cards:
Whilst internal procedures for credit card use are adequate, non-compliance by staff
presents opportunities for unauthorised credit card purchases. Whilst all purchases are
approved by the CEO, there is no approval process prior to finalising a transaction if the
card is being used by another officer on behalf of the nominated card holder.
All future purchases involving the use of a credit card by an employee on behalf of the
nominated card holder will require an official purchase order before the transaction is
finalised.
Fraud and Misconduct:
Employee code of conduct was not held on file for the sampled employees, therefore it is
recommended that the Shire ensure all staff have read and accept the terms of the employee
code of conduct.
This matter has now been rectified and all employees must sign the code of conduct before
commencing employment.
Employee identity, credentials, qualifications, and licenses should be verified initially at the
time of employment and should be checked on an annual basis to ensure currency,
especially those operating Shire vehicles/property. Professional memberships should be
kept up to date and checked periodically.
All records will be kept in cloud based work health and safety software system packaged
called Skytrust and the checking of licences etc. to be undertaken annually as part of each
employee’s performance review.
Internal Controls:
There are adequate controls and segregation of duties for the processing and authorisation
of payments. However, security of bank ABA files is compromised due to accessibility by all
staff. This practice presents a significant risk and should be rectified immediately.
Access to ABA files (Australian Banking Association) is now restricted to just two staff
members, being the Customer Service and Finance Officer.
Whilst internal policies for the physical safeguarding of assets and records is adequate, it
was noted that staff do not fully comply, thus permitting unrestricted access to such assets
and records. It is recommended that the strong room always remains locked to reduce the
risk of fraudulent behaviour and all keys are relocated to the strong room.
The strong room door will be locked at all times with only the DCEO and CSO having keys.
Due to the numbers of keys involved, relocating all keys to the strong room is considered
not to be practical. The majority of keys are kept in the computer server/file room, which is
now locked at all times.
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Debtor requisitions should be raised by an authorised officer before debtor invoices are
processed and approved.
Requisitions are not raised for standard recurring debtors such as housing rents, commercial
rents, venue hire, request for private works, etc. as there are either tenancy agreements, or
request/hire forms. All other request for raising debts will be submitted via email.
Legislative Compliance:
It was noted that items were recorded on the complaints register which should be recorded
as works requests instead as they do not constitute official complaints that are required to
be formally documented on the complaints register.
Noted. Executive Co-ordinator to create and maintain a compliant complaints register.
Outstanding non-compliance items from previous audits should be addressed in a timely
manner. These include; 1) lack of restricted access to records and server room; 2) lack of
documented communication of pay increases with employees; 3) Operating surplus ratio not
within Local Government Benchmark.
1) The computer server/file room is now locked at all times;
2) Since July 2021 all staff have been advised by a memo of any pay increases; and
3) A report was presented to Council and a letter sent to the Department advising of the
outcome of the report and Councils decision within the required time frame.
CONSULTATION
Chief Executive Officer (until January 2022)
Acting Chief Executive Officer (thereafter)
STATUTORY ENVIRONMENT
Local Government (Audit) Regulations 1996
Reg. 16 Functions of an audit committee
Reg. 17 CEO to review certain systems and procedures
STRATEGIC IMPLICATIONS
Nil
POLICY IMPLICATIONS
Nil
FINANCIAL IMPLICATIONS
Nil. Funds were allocated to this project in the Shire’s 2021/2022 annual budget.
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VOTING REQUIREMENT
Simple Majority

COMMITTEE RECOMMENDATION
That Council, in accordance with regulation 5(2)(c) of the Local Government (Financial
Management) Regulation 1996 and regulation 16 of the Local Government (Audit)
Regulations 1996:
• accepts the Committee Recommendation to note the results of the Audit Reg 17
review endorses the comments contained in the report provided by administrative
staff; and
• recommends the adoption of the same by Council.

8.0

CONFIDENTI AL REPORTS
Nil

9.0

NEW BUSINESS OF AN URGENT NATURE

10.0 CLOSURE OF MEETING
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