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DISCLAIMER

These minutes are yet to be dealt with by the Council. The Recommendations shown
at the foot of each item have yet to be considered by the Council and are not to be
interpreted as being the position of the Council. The minutes of the meeting held to
discuss this agenda should be read to ascertain the decision of the Council.

In certain circumstances members of the public are not entitled to inspect material,
which in the opinion of the Chief Executive Officer is confidential, and relates to a
meeting or a part of a meeting that is likely to be closed to members of the public.

No responsibility whatsoever is implied or accepted by the Shire of Northam for any
act, omission, statement or intimation occurring during Council or. Committee
meetings.

The Shire of Northam 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 of infimation occurring during Council or Committee meetings.

Any person or legal entity who acts or fails to actin 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 derogating 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
Northam during the course of adny meeting. is not intended to be and is not taken as
notice of approval from the Shire of Northam.

The Shire of Northam advises that anyone who has any application lodged with the
Shire of Northam must.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 Northam in respect of the application.

The Shire of Northam advises that any plans or documents contained within this
agenda“ may..be subject to copyright law provisions (Copyright Act 1968, as
amended) and that the express permission of the copyright owner(s) should be sought
prior to their reproduction. It should be noted that copyright owners are entitled to
take legal action against any persons who infringe their copyright. A reproduction of
material that is protected by copyright may represent a copyright infringement.
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1. DECLARATION OF OPENING

The Shire President, Cr C R Antonio declared the meeting open at 2:58pm.

2. ATTENDANCE

Committee:
Shire President Cr C R Antonio
Councillors Cr A J Mencshelyi

Cr J Proud

Cr Ryan entered the meeting at 4:09pm in error and immediately departed
the meeting.

Staff:

Chief Executive Officer J B:-Whiteaker
Executive Manager Corporate Services C Young
Executive Assistant — CEO A McCall
Accountant Z Macdonald
Coordinator Governance / Administration C Greenough
Guest:

Office of the Auditor General Anne Lei
Moore Stephens Greg Goodwin

2.1 APOLOGIES
Councillor Cr C L Davidson

2.2 APPROVED LEAVE OF ABSENCE
Nil.

3. DISCLOSURE OF INTERESTS

Nil.
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4. CONFIRMATION OF MINUTES

4.1 COMMITTEE MEETING HELD 13 NOVEMBER 2018

RECOMMENDATION / COMMITTEE DECISION
Minute No: AU.115

Moved: Cr Proud
Seconded: Cr Mencshelyi

That the minutes of the Audit Committee meeting held on Tuesday, 13

November 2018 be confimed as a true and correct record of that
meeting.

CARRIED 3/0
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5.  COMMITTEE REPORTS

5.1 INTRODUCTION MEETING WITH THE OFFICE OF AUDITOR GENERAL

Address: N/A

Owner: N/A

Applicant: N/A

File Reference: 8.2.7.5

Reporting Officer: Executive Manager Corporate Services
Colin Young

Responsible Officer: Executive Manager corporate Services
Colin Young

Officer Declaration of | Nil

Interest:

Voting Requirement: N/A

Press release to be | No

issued:

BRIEF

For Council to meet with a representative from the Office of Auditor General
ATTACHMENTS

Attachment 1: Audit Strategy Memorandum

BACKGROUND / DETAILS

As per changes to the Local Government Act 1995 and the Local Government
(Audit) Regulations 1996, as of the first of July 2018 Council is to be audited by
the Office of Auditor General.

CONSIDERATIONS

Strategic Community / Corporate Business Plan
Theme Area 6: Governance & Leadership
Outcome 6.3: The Shire of Northam council is a sustainable, responsive,
innovative and fransparent organisation.
e Improve community access to information to ensure they
are able to be informed of our activities;
e Encourage active community participation in our local
government;
e Maintain a high standard of corporate governance; and
e Undertake our regulatory roles in a safe, open, accountable
and respectful manner.
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Outcome 6.4: The Elected Members of the Shire of Northam provide
accountable, strong and effective community leadership.
e Open, accountable and effective decision making.

Financial / Resource Implications
Nil.

Legislative Compliance
Local Government Act 1995 Division 1A Audit Committee.
Local Government (Audit) Regulations 1996.

Policy Implications
Nil.

Stakeholder Engagement / Consultation
N/A

Risk Implications
e Reputational — Nil.
e Financial — Nil.
e Compliance - Nil
e Legal —Nil.

OFFICER'S COMMENT

Anne Lei from the Office of Auditor General will attend along with Greg
Goodwin from Moore Stephens whom will be carrying out the audit on behalf
of the Office of Auditor General.

Anne will brief the Committee on changes that are likely to occur under the
move to the Auditor.General, Committee members & staff will then be giving
the opportunity to ask questions of the Auditor General.

RECOMMENDATION

For Information Only

Ms Anne Lei advised that it is the second year that the Office of the Auditor
General (OAG) has looked after local government audits. It was advised that
areport has been prepared summarising the findings of the audits across local
governments and was tabled in parlioment on 7 March 2019. The Chief
Executive Officer confirmed that this will be provided to the Committee.
Discussion was held around this report and what was contained. It was clarified
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that it contains a summary detailing any adverse trends, insights to any
potential issues and also any good practices which have been identified
through the audit process. The Chief Executive Officer advised the Committee
that the report is worthwhile reading in detail.

Ms Lei clarified the process for this transition and confirmed that Moore
Stephens will be continuing as the Shire’s auditors for the coming year. Moving
forward the OAG will conduct some audits in house as well as going to tender
for those that are not conducted in house. This tender will not specifically be
for one local government (i.e. Moore Stephens to audit Northam) and will be
based on the services for a range of local governments.

Ms Lei explained that the audits will extend to the perfermance of the local
governments. The Chief Executive Officer advised that these are generally
provided to staff however can also be provided to the Council. This provides a
good insight info any issues and practices thatrcan be improved or require
attention.

Clarification was sought in relation to whether there is a comparison between
actual budget and YTD. Mr Goodwin.confirmed that this is reviewed along with
that of previous financial years.

Clarification was sought in relation _to the cost, Ms Lei advised that this is
currently being finalised and. this should be known within the next few weeks.

Discussion was held around internal audits and whether any guidance will be
provided in this area. Ms Lei.advised that some local governments align this
with the annual auditing.and others separate to provide a bigger coverage. It
was advisedithat the OAG can review the internal audit structure.

Mr Goodwin ran.through the contents of the Audit Strategy Memorandum and
discussed the process for the audit. Discussion was held around the services
provided in addition to the audit (i.e. conducting the financial management
review) and these services must not exceed 10% of the audit fee unless
approved by the OAG on a case by case basis e.g. if hardship was
demonstrated. This is to manage any conflict or perceived conflict.

Ms Lei and Mr Goodwin left the meeting at 3:40pm

The Accountant left the meeting at 3:40pm and returned at 3:43pm.
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Attachment 1

MOORE STEPHENS

Serious about Success®
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1. Introduction

Moore Stephens has been engaged by the Office of the Auditor General (DAG) Western Australia to perform an
audit of the Shire of Nartham’s [the Shire) annual financial report for the year ending 20 June 2015.

This memorandum sets out the proposed strategy for the audit of the Shire’s annual financial report for the year
ending 30 June 2019.

The key purposes of this memorandum are to:
¢ setoutthe audit scope and approach in summary;

¢ dentify and communicate the key audit risk areas which we expect to be the focus of the audit
procedures; and

¢ promote effective communication between the auditor and those charged with governance.

This document is strictly confidential and although it has been made available to.management and those charged
with governance to facilitate discussions, it may not be taken as altering our responsibilities to the Shire arising
under our audit contract with the DAG.

The contents of this Audit Strategy Memorandum should not be disclosed to third parties without our prior written
consent.

Shire of Northam
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2. Audit Scope, Approach and Key Deliverables

Scope
Finangial Audit

The primary scope and objective is to express an opinion to Council on whether the Shire’s general purpose financial
report as awhole is free from material misstatements (whether due tofraud or error) and is prepared (in allmaterial
respects) in accordance with applicable Australian Accounting Standards, the Local Government Act 1895 (as
amended) and the Local Government [Financial Management) Regulations 1996 (as amended).

Statutory Reporting

The audit will also report on the following matters in accordance with Reg 10(3) of the Local Government (Audit)
Regulations 1996:

al trends in the financial position or the financial management practices of the Shire;

b) compliance with Part 6 of the Local Government Act 1995 (as amended), the Local Government (Financial
Management) Regulations 1996 [as amended) or applicable financial controls of énv' other written law;

) details of whether information and explanations were obtained by the auditor; and

d) conduct of audit.

Audit Methodology and Approach

The audit will be conducted using our National methodology and audit autornation systems (Caseware) which are
underpinned by policies, procedures and templates to ensure theappropriate level of consistency and guality is
achieved. Please refer to Appendic 1 for a summary of our audit methodology and approach.

Key Deliverables

The following timetable is a broad outline of the keydeliverables and timing aspects of the audit:

Engagement Activity Timing

Audit Planning 16 February 2019
Entrance Meeting (Interim) 7 March 2019
Interim Audit Visit 29 April-1 May 2019

Interim management letter — reported to CED and Shire President | 30 May 2019

Receipt of completé and balanced draft financial report 31 August 2019

Final Audit Visits 15-18 September 2019
Issuanceof Audit Concluding Memorandum 18 October 2019

Concluding (Exit) Meeting 25 October 2019(to be confirmed)

Date CED sign off on financial statements and management | 25 October 2019(to be confirmed)
representation letter (cannot be in excess of 5 working days from
the Auditor General’s audit report to the CED and Shire President)

Final sign-off of Auditor's report & management report 29 October 2019(to be confirmed)

Shire of Northam

Audit Strategy Memorandum 30 June 2019 M| ¥

Page | 12 “



Audit Committee Meeting Minutes e —
7 March 2019 Burnge camparch and tiasime

3. Key Audit Risks and Focus Areas

Set out below is an overview of what we consider to be the key overall risks and focus areas for the 30 June 2019
audit. This preliminary risk assessment has been compiled based on our extensive knowledge of the Shire, the
industry and issues faced by regional local governments. The audit will include a focus on recent regulatory and
technical developments during the financial year [Please refer Appendix 2 for details). This risk assessment process
is designed to ensure that we focus our audit work on the areas of highest risk.

The table below also includes our audit procedures to be performed to address these risks. This risk assessment
and our responses will be updated throughout the engagement to ensure that all areas of material risk are
addressed by our audit.

RISK AREAS AUDIT PROCEDLRES TO ADDRESS RISK

PROPERTY, PLANT AND EQUIPMENT
INFRASTRUCTURE
This is a significant industry risk given A broad outline for our approach is as follows:
the judgement applied in
determining fair values as well as
depreciation expense. ¢ Document and test keyaudit controls around Property, Plant and
Equipment and Infrastructure balances.
o Assess accounting policy assogiated with fair value assessments and
2015 Estimated: $220.8m ensurein accordancewith accounting standards.
2018 Actual: $195.6m o Review any revaluations, including evaluation of independent
valuer/consultant (if used) or management’s expertise/experience.
¢  Particular attention to whether or not valuation methodology and
assumptions used were reasonable.
¢ Sample testing of asset additions and disposals.
¢  Review impairment assessments.
¢ Review fair value disclosures to ensure in accordance with AASB13
requirements.

Property, Plant and Equipmentand Infrastructore

Depteiationland amortisation

¢  Understand and document the depreciation policy and how it relates to
the various asset classes.

s Document and test key audit controls around the calculation of
depreciationfamortisation.

¢  Perform depreciation recalculations based on oursampling approach.

¢  Perform substantive analytical procedures.

¢ In addition, given our industry experience, particular attention will be
paid to the determination of applicable depreciation rates and
reasonableness in light of any revaluations.

EMIRLOYEERENEFIT PROWVISIONS

Provisions for annual leaveand long  We will document and test key audit controls and perform walkthroughs of the
service leave involves a degree of systems with a view to rely on the internal controls. We would perform
management estimation and substantive test of details utilising our sampling methodology as well as year and
uncertainty in their calculation. analytical review to add to the level of audit assurance obtained.

Employee benefit provisions will also be reviewed to ensure they are consistent
2015 Estimated: $1.4m with the payroll records and calculated in accordance with A4SB115.
2018 Actual: $1.3m

Shire of Northam

Audit Strategy Memorandum 30 June 2019 Maore Stephens | 5

Page | 13 By, -



Audit Committee Meeting Minutes e —
7 March 2019 Burnge camparch and tiasime

3. Key Audit Risks and Focus Areas {Continued]

RISK AREAS AUDIT PROCEDURES TO ADDRESS RISK

MANAGEMENT QVERRIDE OF

LONTROLS

Management isinvolved in day to day  To address the risk of management override, the following procedures will be
cperations and monitoring of the performed:

business, which gives them theability # Review of journal entries and other adjustments for evidence ‘of possible

tomanipulate accounting records and material misstatements due to fraud:
menipulate financial disclosures by » Review accounting estimates and application of accounting policies for
overriding controls in place. Due to evidence of bias or aggressive accounting practices: and
the unpredictable way in which such = Forsignificant or unusual transactions, evaluate the business mtionale [orthe
override could occur, this leads to lack thereof) for evidence of fraudulent financial reporting or
potential fraud risk. misappropriation of assets.
REVENUE
The Shire’s main sources of revenue  Given the nature of local government grants, substantive testing of details
are: including verification to third party documentation and vo uching receipt of funds
¢ government grants; will be completed in accordance with our established sampling methodology. We
¢ rates; and will also perform analytical review procedures:
¢ OCther fee for service revenue

With respect to Rates, we will document and test key audit controls and will
perform walkthroughs of the systems with a view to rely on intemal controls. We
would perform substantive test of details wtilising our sampling methodology as
well as year-endanalytical review to add to the level of assurance obtained.

streams.

2015 Estimated: $26.5m

2018 Actual: $24.4m
wWe will also review the design and implementation of controls of all other main

sources of revenue.

Cut‘off testing will form part of these procedures to help ensure revenue is
correctly recognised and recorded.

We also understand the impact A445B 15 will have on the local government
indusfrv' ‘and will ensure adeguate disclosures regarding the impact are made in
the financial report.

In theprocess of identifying the risk of fraud In revenue, we will consider the
following factors:

®  Nature of the revenue transactions
s The complexity of the transactions
¢ Materiality of the transactions

Having regard to the above factors, we will conclude as to whether the
presumption of fraud risk related to revenue recognition is applicable.

Shire of Northam

Audit Strategy Memorandum 30 June 2019 ki ol
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3. Key Audit Risks and Focus Areas {Continued]

RISK AREAS AUDIT PROCEDURES TO ADDRESS RISK

EXPENDITURE

In keeping with the industry as a
whole, expenditure forms alarge part
cf a local government’s operations.
This takes the form of both operating
and capital.

2015 Estimated: $20.5m
2018 Actual: $15.2m

For the testing of expenditure, we will document and test key audit controls and
will perform walkthroughs of the systems with a view to rely oninternal controls.

We would perform substantive test of details based on our sampling
methodology as well as year-end analytical review to add to the level of
assurance obtained.

We would pay particular attention to the cost allocation methndologv associated
with Administration Allocations, Public Works Cwverheads and Plart Cperating
Costs to ensurethese are properly allocated as they canimpact thesplit between
operational and capital expenditure.

Specific attention will also be paid to credit cards, particulady inlight of history
and our experience of the industry.

RELATED PARTY DISCLOSURE
This was a new area of disclosure for
local governments commencing for
the year ended 30 June 2017.

We will review the processes completed by management to assess whether they
are robust and thus disclosure reguirements are-addressed adeguately. These
procedures will include adreview of the system and the records/declarations
collected by the Shire toensure related party transactions are properly disclosed
and are onan arm’s length basis.

we will alsa remain’ alert for any undisclosed related
relationshipsftransactions whilst performing our other audit procedures.

party

SIGNIFICANT ADVERSE TRENDS

Review of any material matters that
ndicate significant adverse trends in
the financial position or the financial
management practices of the Shire
relating to the reguirements of Local
Government  [Audit)  Regulation
10(3)(a).

Having extensive local government experience, we would seek to use the
statUtory ratios disclosed as part of our assessment. This would include a review
of calculations as well as our understanding of industry benchmarks and how they
impactthe operations of the local government (paying particular attention tothe
type of local government, level of disability etc).

we will also consider any breakdowns in systems or procedures that are
indicative of a significant adverse trend in the financial management practices of
the Shire.

QTHER ASSETSAND LNABILITIES
Cther focus areas are:
» * Cashiand cash eguivalents:

+ Receivables:

¢ Investment in local
government house;

¢  Payables/unrecorded
liabilities:

* Borrowings:

s Trustfunds: and

¢ Reserves (including

statutory compliance).

Wewill perform analytical review and year endsubstantive testing in accordance
with our audit methodology.

Shire of Northam

Audit Strategy Memorandum 30 June 2019
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4. The Audit Team and Independence

Audit Team

The Moore Stephen’s team will be working closely with the following representative of the OAG in completicn

of the audit:
NAME ROLE CONTACT DETAILS
Anne Lei OAG Contract Manager Anne.Lei@audit.wa.gov.au

Phone no: 6557 7601

Cur audit team assigned to this engagement is set out below.

NANE ROLE CONTACT DETAILS

Greg Godwin Engagement Partner goodwin@ moorestephens.com.a‘g
Gilles Chan Engagement Manager gchan@ moorestephens;;qm.au
Tamara McCarthy Engagement Senior trccarthy@ moo‘res‘t@hens‘.fqm.au
Ken Choo Engagement Intermediate  kchoo@moorestephens.com.au
Sasha Locke Engagement Graduate slocke@moorestephens.com.au

The primary objective will always be to balance our experience and »knowi'edge of the Shire with appropriate
independence and objectivity of thinking. The development of dur people will always be a key objective. Our
assurance team will be supported by our specialist technieal, taxation and support teams.

Independence

We have established policies and procedures designed to ensure our independence, including policies on halding
financial interests in the Shire and other related parties, business relationships, employment relationships, and the
provision of non-audit services.

We have assessed our audit independence at the planning stage and to the best of our knowledee and belief, we
are of the opinion that each engagement team member and partners of all Moore Stephens network firms in
Australia are not in :qntfavention of the auditor independence and ethical requirements of the Accounting
Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professionol Accountonts that are relevant
to our audit of the financial report in Australia. We have also fulfilled our other ethical responsibilities with the
Code. We havefurther considered the safeguards the Moore Stephens Australia network has in place and we are
not aware of any services being provided that would compromise our independence as external auditor.

Shire of Northam

Audit Strategy Memorandum 30 June 2019 ki ol
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5. Other Key Matters

Auditor’s Responsibility to Consider Fraud

As auditors, we obtain reasonable assurance that the financial statements (taken as a whaole) are free fram material
misstatements due to fraud or error.

Accordingly, certain procedures will be performed as part of our audit by way of enguiry, evaluation and review as
required by the Australian Auditing Standards on fraud, ASA 24D.

Responsibilities of Management and Council
Financial Reporting

Management is responsible for the preparation of the Shire’s Annual Financial Report that gives a true and fair view
in accordance with Australian Accounting Standards, the Local Government Act 1995 (as amended) andthe Local
Government (Financial Management) Regulations 1996 (as amended)and for such internal control as management
determines is necessary to enable the preparation of the Annual Financial Report that is free from material
misstatement, whether due to fraud or error.

The primary responsibility for the prevention, deterrence and detection of fraud remains with the Council.

In preparing the Annual Financial Report, management is also responsible for assessing the Shire’s ability to
oontinue as a going concern, disclosing, as applicable, mattersrelated to going concern and using the going concern
basis of accounting.

The Council is responsible for overseeing the Shire’s financialreporting process.

Under “Clarity” Australian Auditing Standards, as a precondition of accepting the engagement we are required to
determine whether the financial reporting framework to be applied in the preparation of the Shire’s Annual
Financial Report is acceptable. Given thatthe Shire’s Annual Financial Report continues to be prepared as general-
purpose financial reports in line with previous years and with no changes in terms of regulations or other issues
that might impact the requirements of the report, as at the date of issuing this report we continue to consider this
framework acceptable.

Representations by Management

As part of the audit requirements, Management is to provide theauditor a written representation that:

¢ it has fulfilled its responsibility for the preparation of the financial report in accordance with the applicable
and other statutory reporting requirements, including where relevant their fair presentation, as set outin
the terms of the audit engagement;

¢ _It has provided the auditor with all relevant information and access as agreed in the terms of the audit
engagement;

& Alltransactions have been recorded and are reflected in the financial report; and

¢ _[if any) significant representations made by management for which the auditor is relying onin forming the
audit opinion.

Hease refer to Appendix 2 for a standard Representation Letter which can be used as a template for this matter.

Additional Scope / Work

Should additional matters or issues arise requiring additional scope we will in the first instance contact the OAG and
will agree with the OAG and Shire’s Management prior to commencing the work.

Shire of Northam

Audit Strategy Memorandum 30 June 2019 i B
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APPENDIX 1

Summary of Audit Methodology and Approach

Methodology Step 1

Update our understanding of each entity’s operations.

Moore Stephens Clarity Step 2

Audit Methodology Obtain comfort over contrals for each of the operating
cycles. .
Determine to what extent it is effective aqdiéﬁi:ient forus
to rely on management’s controls.

Completion of controls testing including:

¢ What are key risks for our auditd

Financial Reporting Framework

Business Understanding
Markets / Strategy / Activities / Performance

Evaluate effectivenes
¢ Test and validate fothe' £on
operating effectively duringthe year

dentification and Testing
of Key Controls & =
Step 3

Audit Planning Assess level of reliar
and Risk Assesment proc Slir
Dotailed Audit - AR
Procedures analytical proce

ce on controls and complete specific

procedures are tailored and consist of
res and / or tests of detail.

and Reporting Step 40
. 2 Complete procedures in relation to financial statements as
fFinal Audit T 3 : 3
Report well as other audit completion and reporting procedures,

including in respect to the form and contest of the opinion.

Approach
Cur audit process generally contains three phases being planning, fieldwork and completion.

The planning phaselis critical to the audit process as this is where we address the audit risk. Our methodology
foruses on the Shire's underlying business risks, recognising that audit risk is affected by the business risks of the
Shire, as well as by howwell management and Council address those risks.

The mostcritical aspect of our planningis the assessment of risk and consideration of where material misstatements
oould occur.

Cur gudit approach focuses on areas that represent higher risk to the business. Our methodology uses arisk-based
approachto evaluate and, when appropriate, to testthe effectiveness of internal controls with the expectation that
a moderate level of reliance can be placed on the operating controls. We will make a combined assessment of
inherent and control risk for significant accounts and the related financial statement assertions. We will then
establish a portfolio of audit procedures that are customised based on the Shire’s significant accounts, critical areas,
disclosures and classes of transactions, as well as our assessment of risk, including the risk of fraud.

Our procedures include tests of details of significant account balances, transactions and disclosures and we will
adopt 3 combination of controls and substantive approach to the audit of the Shire for the year ending 3D June
2019.

Shire of Northam

Audit Strategy Memocrandum 30 June 2019 Moore Stephens | 10
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APPENDIX 1

Summary of Audit Methodology and Approach
{Continued)

Materiality

Materiality is set at the planning stage to ensure that an appropriate level of audit work is conducted. It is also set
at the reporting stage in order to assess the impact of an item on the financial statements.

Materiality depends on the size of the item or error judged in the particular circumstances of its»omission or
misstaternent. Thus, materiality provides a threshold or cut-off point rather than being a primary gualitative
tharacteristic which information must have if it is to be useful. Anitemwould beconsidered material to thefinancial
staternents if, through its omission or non-disclosure, the financial statements would no longer showa true andfair
view.

Materiality - Implications

This does not mean that transactions of an amount under the materiality level will not be tested; rather the setting
of a planning materiality is used as a basis for determining sampling levels.and analysing resultsin order to assistin
the completion of an efficient and effective audit.

It mustalso be borne in mind thatin many instances our audit approachis primarily based on the testing of controls
and substantive tests of detail.

We will report uncorrected misstatements aggregated during our audit, and determined by management to be
immaterial, both individually and in aggregate tothe annual financial report. We will seek written explanation from
management, explainingthe reasons for not adjusting the misstatements.

Sampling
In line with the requirements of Australian®uditing Standards akey element of our audit approach is the sampling
of transactions for testing across all key control aspects and material account balances.

Our assessment of risk and determination of materiality are key inputs in determining the nature and level of the
sample size of transactions to be tested within.any particular area of our audit.

While this is always a key area of audit judgment, we confirm that our determination of samples selected for testing
is supported by Moore Stephens Australia’s audit methodology and procedures manuals as well as our audit
automation software, Caseware. Thus, we confirm our approach to samplingis designed so as to provide a sufficient
level of confidence in considering our audit conclusions arrived at from our testing.

Shire of Northam
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Page | 19 T-_"mwm e



Audit Committee Meeting Minutes e —
7 March 2019 Burnge camparch and tiasime

APPENDIX 1

Summary of Audit Methodology and Approach
{Continued)

Fraud Risk

We will assess the overall fraud risk of the Shire and perform testing to satisfy ourselves the overall fraud. risk is
reduced to an acceptable level. In assessing the overall fraud risk of the entity, we consider the followingfactors:

¢+ Competence of Management.
¢  Prior period audits of the Shire and industry experience.

¢  The extent of performance-based remuneration arrangements (i.e. bonus, options) with Management.and
Councillors (unlikely in local government environment).

¢  The complexity of the operations and transactions.
¢ Compliance framework.
¢  Mature of major assets of the entity and their revaluation cycles.

¢ Segregation of duties and monitoring of controls (such as authorisation, review) inrelation to the financial
reporting process.

¢ Consideration of unrealistic timetables or deadlines.

Shire of Northam

Audit Strategy Memorandum 30 June 2019 Moore Stephens | 12
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APPENDIX 2

Recent Regulatory and Technical Developments

The A85E has issued a number of new and amended Accounting Standards and Interpretations that have mandatory
application dates for current or future reporting periods, some of which are relevant to the Shire.

The new and amended pronouncements that are relevant to the Shire are set out as follows:

Title ksued / Complied Applicablet? Objective

A4SE B Financial December 2014 1January 2018  This Standard is to improve and simplify. the

Instruments approach for classification and measurement of

incorporating AASE financial assets compared with the requirements

2014-7 and AASE 2014- of A45B 135,

Bl

AASB 15 Revenue from  December 2014 1January 20158 This Standard establishes principles for entities to

Contracts with apply to report useful information to users of

Customers financial statements. about the nature, amount,

timing and uncertainty of revenue and cash flows
arising from a contract with a customer.
The effect of this Standard will depend upon the
nature of future transactions the Shire has with
those third parties it has dealings with. It may or
may not be significant.

ALSE 16 Leases February 2016 1January 2015 Underthis Standard thereis no longer a distinction
betweenfinance and operating leases. Lessees will
now bring to account a right-to-use assetandlease
liability onto their statement of financial position
for all leases. Effectively this means the wast
majority of operating leases as defined by the
current AASE 117 Leases which currently do not
impact the statement of financial position will be
required to be capitalised on the statement of
financial position once AASB 16 is adopted.
Currently, operating lease payments are expensed
as incurred. This will cease and will be replaced by
both depreciation and interest charges.

AASB 1053 Income of December 2016 1llanuary 2015 These standards are likely to have a significant

Mot-for-Profit Entities impact on the income recognition for NFP's. Key

[incorporating AASE areas for consideration are:

2016-7 and AASE 2016- Assets received below fair value;

3} Transfers received toacquire or construct non-

financial assets;
Grants received;
Prepaid rates:
Leases entered into at below market rates; and
Volunteer services.
Local Government June 2018 July 2018 This amendment states that from 1 July 2G18, assets

[Financial Management)
Regulation 174(5)

acquired for less than 55,60C must be excluded from
the fixed asset register.

Notes:'" Apphicable to repo ng penods commenang on of after the given date.

The impact of these standards, if any, on the Shire’s financial statements in future periods should be assessed by
the management and disclosed in the 2019 annual financial report.

Shire of Northam

Audit Strategy Memorandum 30 June 2019
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Management Representation Letter
[THE SHIRE’S LETTERHEAD]
Our Ref;
Your Ref:

Ms Caroline Spencer

Auditor General

Office of the Auditor General
7" Floor, Albert Facey House
469 Wellington Street
PERTH WA 6000

Dear Ms Spencer

REPRESENTATION LETTER IN RESPECT OF THE(SHIRE
FINANCIAL REPORT FOR THE YEAR ENDED 30 J

This representation letter is provided in connection w‘(h
financial report for the year ended 30 June 2019 _fgi

RTHAM’S ANNUAL

dit of the Shire of Northam's annual
of expressing an opinion as to
with the Local Government Act

epded 30 June 2019 after making appropriate

enquiries and according to hesbgst of owledge and belief. This representation covers all

(a)

(b)

(c)

(d)

(e)

We have fulfilled our ré 1sibiliti€s for the preparation and fair presentation of the annual
financial report<in accordafigedVith the Local Government Act 1995 (the Act), the Local
Govemment (Financial Managément) Regulations 1996 and, to the extent that they are not
inconsistent with the Act, Australian Accounting Standards.

We have advised your auditors of all material contentious methods used in the presentation of
the financial report.

There'have been no changes in accounting policies or application of those policies that would
have a material effect on the financial report, except as disclosed in Note XX to the financial
report.

The prior period comparative information in the financial report has not been restated except
as disclosed in Note XX to the financial report.

Significant assumptions used by us in making accounting estimates, including those measured
at fair value, are reasonable. We confirm the disclosures related to accounting estimates are
complete and appropriate.

S've of Northam

Audit Strategy |
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Shire of Northam
Heritage. Commerce and Lifestyle

i

(9)

(h)

(i

0

(k)

)

(m)

We have established and maintained an adequate internal control structure and adequate
financial records as we have determined are necessary to facilitate the preparation of the
financial report that is free from material misstatement, whether due to fraud or error.

We have provided your auditors with
(i) Access to all information of which we are aware that is relevant to the preparation of
the financial report, such as records, documentation and other matters.
(i) Additional information that your auditors have requested for the purpose of the audit:
(iii) Unrestricted access to persons within the Shire from whom your auditors determinéd
it necessary to obtain audit evidence.

All transactions have been recorded in the accounting and other records and are réfiected in
the financial report.

All internal audit reports and reports resulting from other management reviews, including legal
issues and legal opinions which have the capacity to be relevant to the fair presentation of the
financial report including, where relevant, minutes of meetings, have been brought:to your
auditors' attention and made available to them.

We have advised your auditors of all known instances of n
compliance with laws and regulations whose eff:
financial report.

pliangeé or suspected non-
considered when preparing the

We have provided to your auditors the resuits of
report may be materially misstated as a result of

Trisk that the financial

[OR]

We have provided informa
affecting the Shire involving:
(i) Management,

(il Employees whohave significant roles in internal control; or
(iii) Others where the fraud could have a material effect on the financial report.

A summary of these is provided below/attached.
To our knowledge no allegations of fraud or suspected fraud affecting the Shire's financial

report has been communicated to us by employees, former employees, analysts, regulators or
others.

Shire of Northam
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(n)

(2]

[OR]

We have provided information to your auditors of our knowledge of any allegations of fraud or
suspected fraud affecting the Shire’s financial report communicated by employees, former
employees, analysts, regulators or others.

Details are as follows/attached.

We have disclosed to your auditors all known actual or possible litigation and claims whose
effects should be considered when preparing the financial report, and they have been
accounted for and disclosed in accordance with Australian Accounting Standards.

FAIR VALUE MEASUREMENTS AND DISCLOSURES

We confirm that where assets and liabilities are recorded at fair value, the value attributed to
these assets and liabilities is the fair value.

We confirm that the carrying amount of each physical non-current asset does not materially
differ from its fair value at the end of the reporting period. Significant fair value assumptions,
including those with high estimation uncertainty, e

GOING CONCERN

We confirm that the going concern b
report.

CONTINGENT LIABILITIES

Other than those commitm@
significant commitments for ca

feported in the Notes to the financial report, there were no
pital or other expenditure contracts carrying over at year end.

FINANCIAL LIABILITY FOR CONTAMINATED SITES

We are aware of our obligations under the Contaminated Sites Act 2003 and have reported to
the Department of Water and Environmental Regulation, all land owned, vested or leased by
the Shire that.is known to be, or is suspected of being, contaminated. All actual liabilities or
contingent liabilities, if any, have been recognised and/or disclosed in the financial report as
appropriate.

RELATED ENTITIES

We acknowledge our responsibility under section 17({1) of the Auditor General Act 2006 (as
appiied by section 7.12AL of the Local Government Act 1995) to give written notice to the
Auditor General if any of the Shire’s functions are being performed in partnership or jointly with
another person or body, through the instrumentality of another person or body, and/or by
means of a trust. We confirm that we have provided the Auditor General with details of all
related entities in existence at 30 June 2019.

Shire of Northam
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Heritage. Commerce and Lifestyle

8. RELATED PARTIES

We have disclosed to your auditors the identity of the Shire's related parties, as defined in
Australian Accounting Standards, of which we are aware, and all the related party relationships
and transactions of which we are aware. These include the Shire's key management personnel
(KMP) and their related parties, including their close family members and their controlled and
jointly controlled entities.

We have appropriately accounted for and disclosed such relationships and transactions in
accordance with the requirements of Australian Accounting Standards.

9. KEY MANAGEMENT PERSONNEL COMPENSATION

We confirm the Shire's key management personnel (KMP) have not received any other money,

consideration or benefit (except amounts being reimbursements for out of pocket expenses)

which has not been included in the compensation disclosed in the Notes to the financial.report.
10. SUBSEQUENT EVENTS
All events subsequent to the date of the financj

which Australian Accounting Standards require
or disclosed.

up to the date of this letter for
disclosure, have been adjusted

[OR]

No matters or occurrences have come to o ! atte
and the date of this letter which would fiiateriz
therein, or which are likely to materi ffect |

the date of the financial report
the financial report or disclosures
esults or operations of the Shire.

11. INTERNAL CONTROL

We acknowledge o

{c i for sign, implementation and maintenance of internal
control to preventd@r d de(od fra ¢

12. INSURANCE

We have established procé
insurable risks. We believe,
covered by insurance.

13. RISK MANAGEMENT

e$ 10 assess the adequacy of insurance cover on all assets and
eré appropriate, assets and insurable risks are adequately

We confirm that we have established and maintained a risk management framework that is
appropriate to the Shire.

14. FINANCIAL RATIOS

We confirm that the financial ratios included in the annual financial report have been prepared

and fairly presented in accordance with the Local Govemment (Financial Management)
Regulations 1996.

We confirm that the asset consumption ratio and the asset renewal funding ratio are supported
by verifiable information and reliable assumptions.

Shire of Northam
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16. ACCOUNTING MISSTATEMENTS

The effects of uncorrected misstatements are immaterial, both individually and in the
aggregate, to the financial report taken as a whole. A summary of these uncorrected
misstatements is listed below.

Account Reported balance | Actual balance Variance

16. ELECTRONIC PRESENTATION OF THE AUDITED ANNUAL FINANCIAL REPORT AND
AUDITOR’S REPORT

(a) We acknowledge that we are responsible for the electronic presentation of the annual.

financial report.

(b) We will ensure that the electronic version of the audited annual financial report and the

(c)

(d) We have assessed the securily controls ower the a

auditor's report presented on the Shire's website is the same as the final signed versions
of the audited annual financial report and the auditQg's r 4

We have clearly differentiated between
construction of Shire’s website and underst
the absence of appropriate controls.

unaudited information in the
al misrepresentation in

annual financial report and the

auditor's report and are satisfied thaidpro sqn are adequate to ensure the
integrity of the information provided.
We will ensure that where the i ! Q he annual financial report is provided on

the website, the annual finan sportisalsgprovided in full.

17.
Executive Manager Corporate Services (or the equivalent) Date
Chief Executive Officer Date
Shire of Nartham S e ;
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5.2 COMPLIANCE AUDIT RETURN

Address: N/A
Owner: N/A
Applicant: N/A
File Reference: 1.6.1.6
Reporting Officer: Cheryl Greenough
Coordinator Governance / Administration
Responsible Officer: Colin Young

Executive Manager Corporate Services
Officer Declaration of | Nil

Interest:
Voting Requirement: Simple Majority
Press release to be | No

issued:

BRIEF
This report is for Council to adopt the Compliance Audit Return (CAR) for 2018.
ATTACHMENTS

Attachment 1: Compliance Audit Return 2018.

BACKGROUND / DETAILS

Under the Local Government (Audit) Regulations 1996, a Local Government is
required to carry out a Compliance Audit for the period 1 January to 31
December of each year. The certified return should be submitted to the
Director General, Department of Local Government and Regional
Development by 31 March each year.

The Compliance Audit Return must be:
1. Presented to Council at a meeting of the Council;
2. Be adopted by the Council; and
3. Recorded in the minutes of the meeting at which it is adopted.

In relation to the year 2018 a copy of the return is to be submitted for
Councillor’'s perusal, comment and adoption by Council prior to 31 March
2019. It is necessary for the Shire President and the Chief Executive Officer to
sign off the return as a certified copy.

The 2018 Compliance Audit Return has been completed in house, with the
CEO and senior staff reviewing and approving the completed return.
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The compliance review process provides both the CEO and the Council with
an addifional element of accountability through a check on internal
management systems, procedures and record keeping and this demonstrates
the Shire’s emphasis on improving its good governance, compliance, and best
practice.

CONSIDERATIONS

Strategic Community / Corporate Business Plan

Theme 6. Governance and Leadership

Outcome 6.3: The Shire of Northam council is a sustainable, responsive,
innovative and fransparent organisation.

Objectives:
e Implement systems and processes which deliver quality

outcomes for our community; and

e Maintain a high standard of corporate governance.

Financial / Resource Implications
Nil.

Legislative Compliance
e Local Government Act 1995;
Local Government (Functions and General) Regulations 1996;
Local Government (Administration) Regulations 1996;
Local Government (Elections) Regulations 1997;
Local Government (Audit) Regulations 1996;
Local Government (Rules of Conduct) Regulations 2007.

Policy Implications
N/A.

Stakeholder Engagement / Consultation
All senior staff were asked to review the document and make any comments.

Risk Implications
e Reputational - Moderate
o Maintains the Shire’s high standards.
e Financial - Low
o Cost effective with no financial outlay.
e Compliance - Moderate
o The Audit ensures the Shire maintains an open and honest
workplace.
e lLegal -Moderate
o The Audit ensures the Shire is abiding by all legislative requirements.

OFFICER'S COMMENT
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The standard of compliance in 2018 was in general extremely good. Each year
the Shire strives to improve the services it provides to stakeholders both internal
and external.

1. Commercial Enterprises — As there were none for 2018 there is 100%
compliance.

Delegation of Power/Duty — There was 100% compliance

Disclosure of Interests — There was 93.75% compliance as one officer did
not put in his Primary Return on fime.

Disposal of Property — 100% compliance

Finance — 100% compliance

Integrated Planning and Reporting — 100% compliance

Official Conduct - 100% compliance

Tenders and Providing Goods and Services — There was one tender
which did not have the advertisement placed with the paperwork. A
minor omission which has been rectified 26% compliance.

Overall an excellent result.

W N

© N~

RECOMMENDATION / COMMITTEE DECISION
Minute No: AU.116

Moved: Cr Mencshelyi
Seconded: Cr Proud

That Council adopt the Audit Compliance Return 2018 as attached for
submission to the Department of Local Government and Communities.

CARRIED 3/0

Clarification was sought in relatfion to:
e Whether this is conducted in house. The Chief Executive Officer
confirmed that it is conducted in house.
e Whether there is comparative’s with other local governments. The Chief
Executive Officer advised that this does not occur as it is a self-audit.
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Department of Lecal Government, Spert and Cultural Industries - Compliance Audit Return

é!)‘) Department of
Local Government, Sport
a0 and Cultural Industries

GOVERNMENT OF
WESTERN AUSTRALIA

Northam - Compliance Audit Return 2018

Certified Copy of Return

Please submit a signed copy to the Director General of the Department of Local Government, Sport and Cultural Industries
together with a copy of section of relevant minutes.

Commercial Enterprises by Local Governments
No Reference Question Response Comments Respondent
1 s3.59(2)(a)(b)(c) Has the local government prepared a N/A Northarm has not . < CHERYL
F&G Reg 7,9 business plan for each major trading undertaken any major  GREENOUGH
undertaking in 2018. trading in 2018
2 s3.59(2)(a)(b)(c) Has the local government prepared a N/A MNortham has not CHERYL
F&G Reg 7,10 business plan for each major land undertaken any major  GREENOUGH
transaction that was not exempt in trading in 2018
2018.
3 53.59(2)(a)(b)(c) Has the local government prepared a N/A Northam has not CHERYL
F&G Reg 7,10 business plan before entering into each undertaken any major  GREENOUGH
land transaction that was preparatory trading in 2018
to entry into a major land transaction
in 2018.
4 s3.59(4) Has the local government given N/ A Northam has not CHERYL
Statewide public notice of eath undertaken any major  GREENOUGH
proposal to commence a majortrading trading in 2018
undertaking or enter into.a major land
transaction for 2018.
5 s3.59(5) Did the Council, during 2018, resolve N/A Northam has not CHERYL
to proceed with each major land undertaken any major  GREENOUGH
transaction or trading undertaking by trading in 2018
absolute rnajority.

1of 11

Page | 31 By, W -



Audit Committee Meeting Minutes
7 March 2019

W

Shire of Northam
Herilage. Commerce ond Lifestyle

Department of Lecal Government, Spert and Cultural Industries - Compliance Audit Return

Local Government, Sport

;({ 3’\‘)' Department of

e Ml

GOVERNMENT OF
WESTERN AUSTRALIA

and Cultural Industries

Delegation of Power/ Duty
No Reference Question Response Comments Respondent

1 s5.16, 5.17, 5.18 Were all delegations to committees N/A No committees have CHERYL
resolved by absolute majority. delegated authority GREENOUGH

2 s5.16,5.17,5.18 Were all delegations to cornmittees in N/A As above CHERYL
writing. GREENOUGH

3  s5.16,5.17, 5.18 Were all delegations to committees N/A As above CHERYL
within the limits specified in section GREENOUGH
S.17.

4  s5.16,5.17, 5.18 Were all delegations to committees N/A As above CHERYL
recorded in a register of delegations. GREENOUGH

5 s5.18 Has Council reviewed delegations to its NAA As above CHERYL
committees in the 2017/2018 financial GREENOUGH
vear.

=] s5.42(1),5.43 Did the powers and duties of the Yes CHERYL

Admin Reg 18G Council delegated to the CEO exclude GREENOUGH
those as listed in section 5.43 of the
Act.
7 s5.42(1)(2) Admin Were all delegations to the CEO Yes Sampled five meetings. CHERYL
Reg 18G resolved by an absolute majority. GREENOUGH
8  s5.42(1)(2) Admin Were all delegations to the CEO in Yes By means of Council CHERYL
Reg 18G writing. resolution 20/6/18, GREENOUGH
17/10/18, 21/6/17

g s5.44(2) Were all delegations by the CEO to any Yes CHERYL
employee in writing. GREENOUGH

10 s5.45(1)(b) Were all decisions by the Council to Yes CHERYL
amend or revoke a delegation made by GREENOUGH
absolute majority.

11 s5.46(1) Has the CEO kept a register of all Yes Maintained annually CHERYL
delegations made under the Act to him after the June Council GREENOUGH
and to other employees. Meeting

12 s5.46(2) Were all delegations made under Yes June 2018 CHERYL
Division-4 of Part 5 of the Act reviewed GREENOUGH
by the delegator at least once during
the 2017/2018 financial year.

13 s5.46(3) Admin Did all persons exercising a delegated Yes They keep their own CHERYL

Reg 19 power or duty under the Act keep, on register of when GREENOUGH
all occasions, a written record as delegation is used.
required.
Disclosure of Interest
No Reference Question Response Comments Respondent

1 s5.67 If a member disclosed an interest, did Yes Have checked a sample CHERYL
hefshe ensure that they did not remain of the minutes and all GREENOUGH
present to participate in any discussion who declared left the
or decision-making procedure relating room.
to the matter in which the interest was
disclosed (not including participation
approvals granted under s5