
 

 

CITY OF ARMADALE 
 

AGENDA 
 

 

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

ADMINISTRATION CENTRE, 7 ORCHARD AVENUE, ARMADALE ON 

WEDNESDAY, 6 MARCH 2019 AT 5.00PM. 

 

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

 

 

PRESENT: 

 

 

 

 

APOLOGIES:   
 

 

 

 

 

OBSERVERS: 

 

 

 

 

 

IN ATTENDANCE: 

 

 

 

 

 

 

PUBLIC QUESTION TIME 

 

Note: 

Meetings of the City Audit Committee are closed to the public on the basis that matters to be 

dealt with by Committee will generally be of a sensitive and confidential nature which, if 

disclosed could reasonably be expected to impair the effectiveness of the audit process – 

Council resolution CS18/2001 refers. 

 

 

 
“For details of Councillor Membership on this Committee, please refer to the City’s website 

– www.armadale.wa.gov.au/your council/councillors.” 

 

 



 

 

 

 

 

 

DECLARATION OF MEMBERS’ INTERESTS 

 

 

 

 

DEPUTATION 

  

Nil 

 

 

 

 

CONFIRMATION OF MINUTES 

 

RECOMMEND 

 

Minutes of the City Audit Committee Meeting held on 10 December 2018 be confirmed.
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1.1 - THREE-YEAR INTERNAL AUDIT PLAN 2019 - 2021 
    
 

WARD 

 

: ALL In Brief: 

The objective of the three-Year Internal 

Audit Plan is to provide an outline of the 

areas the City considers to be a priority 

for review, using a risk based approach.  

The City’s contracted internal auditor, 

will develop the requirements into a 

Memorandum Audit Plan for each 

individual audit. 

Recommend that Council endorse the 

Three-Year Internal Audit Plan 2019 - 

2021 

FILE No. 

 

: M/150/19 
 

DATE 

 

: 27 February 2019 

REF 

 

: F W 

RESPONSIBLE 

MANAGER 

 

: Executive Director 

Corporate Services  

 

 

Tabled Items 

Nil 

 

Officer Interest Declaration 

Nil 

 

Strategic Implications 

4.1 Visionary civic leadership and sound governance 

4.2 An innovative and progressive organisation 

 

Legislation Implications 

Local Government (Audit) Regulations 1996 – Regulation 17 

Local Government (Financial Management) Regulations 1996 – Regulation 5 (2) (c) 

 

Council Policy/Local Law Implications 

Nil 

 

Budget/Financial Implications 

The provision of Internal Audit services contract will be funded through the Corporate 

Services budget allocation. 

 

Consultation 

1. Crowe Horwath – City’s Internal Auditor 

2. MANEX 

 

BACKGROUND 

Regulation 17 of the Local Government (Audit) Regulations requires a triennial review of the 

appropriateness and effectiveness of a Local Government’s systems and procedures in 

relation to risk management, legislative compliance and internal control.  Internal audit is an 

essential function in meeting the requirements of this regulation. 
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Internal audit is a facilitator of continuous improvement and a partner of positive change.  

This independent review and advice service assists management in improving the City’s 

business performance and achievement of outcomes. 

 

Following a procurement process, the City has recently contracted Crowe Horwath to 

undertake internal audit services for the City for a period of 12 months with options for two 

additional years. 

 

The role of the internal auditor is different from the external auditor whose primary role is to 

decide whether the annual financial statements of a local government are free of material mis-

statement, however some functions of the internal auditor will complement the external 

auditor’s role.  Internal audit provides an independent and objective review and advisory 

service to provide assurance that the City’s financial and operational controls designed to 

manage the organisation’s risk and achieve the City’s objectives are operating an efficient, 

effective and ethical manner.   

 

The internal auditor reports functionally to the Audit Committee and administratively to the 

CEO.  In accordance with section 5.41 of the Local Government Act, the CEO is responsible 

for the day to day management of council activities which implicitly includes the internal 

audit function, responsibility for which the CEO may choose to delegate. 

 

The Audit Committee’s Terms of Reference detail the committee responsibilities in relation 

to the internal audit function including to: 

 Review and monitor the internal audit program and the scope of internal audits. 

 Oversee the implementation of any action that the City: 

o Is required to take in response to an audit report received by an internal or 

external auditor. 

o Has taken or intends to take following a report prepared addressing any matters 

identified as significant by the auditor. 

o Has agreed following a review of risk management, internal control or legislative 

compliance. 

o Has agreed following a review of Financial management systems. 

o Has agreed following an internal audit. 

 

DETAILS OF PROPOSAL 

The three-year Internal Audit Plan has been designed to ensure that the activities of Internal 

Audit are focused on the risks that matter to the City, and has been prepared with input from 

the Management Executive and the Internal Auditor. The plan seeks to adapt to the changing 

environment the City operates in and be flexible and responsive to the City’s needs.  This 

high level plan has been developed using the results of the City’s recent risk assessments as a 

basis of determining priority.  Where matters of higher priority arise over the course of the 

three year plan, they will be considered and the detail of the plan may be revised to 

accommodate the new risk, with the changes communicated where necessary. 

 

The three-year Internal Audit Plan provides for up to 5 functional audits per year. Also 

included is a review of the annual Compliance Audit Return (CAR) and the Financial 

Management Systems once every 3 years.  An annual Information and Communications 

Technology (ICT) audit is suggested due to the significance of the operational risks to the 

organisation as a whole in this area.  Each audit is required to consider misconduct and fraud 

risk mitigation and is an essential control strategy in this area. 



CITY AUDIT 4 6 MARCH 2019 

COMMITTEE - Financial Management & Planning 

 

 

 

More detailed plans (Memorandum Audit Plans) will be developed by the Internal Auditor in 

consultation with the CEO, and the relevant Executive Director and Manager of the area 

subject to an audit. 

  

COMMENT 

 

OPTIONS 

1. The Committee endorses the three-year Internal Audit Plan 

2. The Committee endorses the three-year Internal Audit Plan and proposes additional 

focus areas. 

 

CONCLUSION 

The objective of the three year Internal Audit Plan is to provide an outline of the areas that 

the City considers a priority for review, using risk as the basis for identification.  The City’s 

contracted internal auditor, in consultation with City officers, will then further extrapolate the 

requirements and details into a Memorandum Audit Plan for each individual audit. 
 

RECOMMEND 

That Council endorse the Three-year Internal Audit Plan 2019-2021. 

 
 

ATTACHMENTS 

1.⇩   Three-Year Internal Audit Plan  2019 - 2021  
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1.2 - EXTERNAL AUDIT PLAN FOR THE YEAR ENDING 30 JUNE 2019 
    
 

WARD 

 

: ALL In Brief: 

This Reports presents for discussion 

and determination with Committee, 

the Auditor’s External Audit Plan for 

the year ending 30 June 2019 

The report recommends that the 

Auditor’s External Audit Plan be 

approved.  

FILE No. 

 

: M/152/19 
 

DATE 

 

: 28 February 2019 

REF 

 

: JL  

RESPONSIBLE 

MANAGER 

 

: Executive Director 

Corporate Services  

 

 

Tabled Items 

Nil 

 

Officer Interest Declaration 

Nil  

 

Strategic Implications 

4.1.3   Support the role of the elected body 

 

Legislation Implications 

Local Government Act 1995 

Section 7.1A – Audit Committee 

Section 7.1C – Decisions of audit committees 

Section 7.9 – Audit to be conducted 

Section 7.12A – Duties of local government with respect to audits 

 

Council Policy/Local Law Implications 

Nil  

 

Budget/Financial Implications 

The budgeted cost of the External Financial Audit for the year ending 30 June 2019 is 

approx. $30,000. 

 

Consultation 

Council’s Auditor 

 

BACKGROUND 

The City’s Auditor has provided his External Audit Plan for the year ending 30 June 2019 for 

review/discussion with the City Audit Committee – refer to confidential Attachment. 
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DETAILS OF PROPOSAL 

The attached External Audit Plan is self-explanatory. 

 

The Interim Audit planned for March 2019 (which forms part of the External Audit Plan) is 

explained as follows: 

 

The following areas will be covered for risk assessment during the interim audit:  

 Treasury management cycle – Bank reconciliations and investment of surplus funds  

 Procurement and Payments cycle – Purchases (includes purchases through credit 

cards), Payments and Creditors Management  

 Revenue cycle – Rates & ESL, Other revenue (fees and charges, etc.) and Debtors 

Management  

 Payroll cycle  

 Fraud risk assessment - Journals  

 IT Controls assessment  

 

Compliance Matters  

 

An examination of some compliance matters (including registers, minutes and other 

legislative matters) under:  

 

 Part 6 of the Local Government Act 1995 (as amended);  

 the Local Government (Financial Management) Regulations 1996 (as amended); or  

 applicable financial controls of any other written law  

 

will be carried out and any non-compliance matters will be reported in our Interim Audit 

Management Report for management information. 

 

COMMENT 

ANALYSIS 

The Auditor’s examination of internal controls during the Interim Audit is designed primarily 

for the purpose of expressing an opinion on the financial statements of the City of Armadale. 

During this process, various checks and tests will be undertaken to ensure that the policies 

and procedures established by management and Council are being adhered to.  

 

The City’s Auditor Mr Anthony Macri (Audit Partner) and Mr Raj Kalairajan (Audit Senior) 

will be in attendance to explain/discuss the External Audit Plan. 

 

From a Management perspective, there are no matters additional to those detailed in the 

External Audit Plan recommended for inclusion in the Plan - Committee may however wish 

to discuss with the Auditor, additional matters for inclusion in the interim audit. 
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CONCLUSION 

It is recommended that the Auditor’s External Audit Plan as presented as a confidential 

Attachment to this Report, be approved with or without modification 

 
 

RECOMMEND 

That Council approves (with or without modification) the City Auditor’s External 

Audit Plan for the year ending 30 June 2019 as presented as a confidential Attachment 

to this Report. 

 

ATTACHMENTS 
1.  External Audit Plan Ending 30 June 2019 - This matter is considered to be confidential under 

Section 5.23(2) (f i) of the Local Government Act, as it deals with the matter, if disclosed, could 

be reasonably expected to impair the effectiveness of any lawful method or procedure for 

preventing, detecting, investigating or dealing with any contravention or possible 

contravention of the law 
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2.1 - MISCONDUCT, FRAUD AND CORRUPTION CONTROL POLICY AND 

MANAGEMENT PRACTICE 
    
 

WARD 

 

: ALL In Brief: 

To ensure that the City is implementing 

best practice techniques in mitigating 

risks relating to fraud and corruption, it is 

important to establish a policy and 

framework from which to communicate 

the City’s commitment. 

Recommend that Council notes the Audit 

Committee’s support (or otherwise) for 

the adoption of the following: 

1. Policy – ADM 23 – Misconduct, Fraud 

and Corruption 

2. Management Practice - ADM 23 – 

Misconduct, Fraud and Corruption 

FILE No. 

 

: M/149/19 
 

DATE 

 

: 27 February 2019 

REF 

 

: FW 

RESPONSIBLE 

MANAGER 

 

: Executive Director 

Corporate Services  

 

 

Tabled Items 

Nil 

 

Officer Interest Declaration 

Nil 

 

Strategic Implications 

4.1  Visionary civic leadership and sound governance 

 

Legislation Implications 

Local Government (Audit) Regulations 1996 

 

Council Policy/Local Law Implications 

Proposal includes development of a new policy and management practice for misconduct, 

fraud and corruption control. 

 

Budget/Financial Implications 

Nil 

 

Consultation 

1. MANEX 

2. Manager of Governance and Administration 

3. Manager of Human Resources 

4. Department of Local Government, Sport and Cultural Industries  
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BACKGROUND 

Regulation 17 of the Local Government (Audit) Regulations requires the Chief Executive 

Officer to review the appropriateness and effectiveness of a local government’s systems and 

procedures in relation to —  

 

            (a)         risk management; and  

            (b)         internal control; and  

            (c)         legislative compliance. 

 

Expanding on that requirement, the Department of Local Government’s Operational 

Guideline No. 9 Audit in Local Government suggests that one of the matters that ought to be 

considered is: 

 

Ascertaining whether fraud and misconduct risks have been identified, analysed, 

evaluated, have an appropriate treatment plan which has been implemented, 

communicated, monitored and there is regular reporting and ongoing management of 

fraud and misconduct risks. 

 

The establishment of a policy and framework regarding fraud and misconduct risk mitigation 

is seen as an important step in taking appropriate steps to prevent fraud. This has been 

recommended by the State Government in a report on Misconduct Risk in Local Government 

Procurement. 

 

More recently, the Office of the Auditor General (OAG) initiated a performance audit of the 

Local Government sector to review the sectors approach to managing Misconduct Risks. The 

existence of a Fraud and Misconduct Control policy and framework is an aspect that the 

OAG considers best practice to managing the risk. 

 

Further guidance regarding fraud and misconduct risk management is found in the Australian 

Standard for Fraud and Corruption Control (AS 8001-2008). 

 

 

DETAILS OF PROPOSAL 

The Australian Standard for Fraud and Corruption Control (AS 8001-2008) describes fraud 

and corruption control as: 

 

“a holistic concept involving implementation and continuous monitoring and 

improvement across three key themes: 

a) Prevention 

b) Detection 

c) Response” 

 

The standard suggests that: 

 

• An entity’s approach to managing the risks of fraud and corruption should be 

underpinned by an organisation wide policy benchmarking against established best 

practice prevention and detection programs and standards. 

• Entities should develop and implement a Fraud and Corruption Control Plan which 

documents the entities exposure to fraud and corruption and the intended action in 

implementing and monitoring the entities fraud and corruption prevention, detection 

and response initiatives. 
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In response to this, City staff have researched the Misconduct, Fraud and Corruption policies 

of other Local Governments, guidelines from the Public Sector Commission and the Crime 

and Corruption Commission and developed a draft Misconduct, Fraud and Corruption Policy 

and associated Management Practice.  The Management Practice is in the form of a 

Framework and takes its format and some content from the Department of Local Government 

and Communities Fraud and Corruption Control Framework, in addition to addressing the 

three key themes from the standard. 

 

COMMENT 

Following the adoption of the Misconduct, Fraud and Corruption Control Policy and 

Management Practice, a Fraud and Corruption Control Plan will be developed based on a risk 

assessment of fraud and corruption risks. 

 

The scope of the City’s draft Internal Audit Plan includes a requirement to consider 

misconduct and fraud risks as a component of every functional area audit. 

 

Given the nature of the policy, it is appropriate for the Audit Committee to initially consider 

the Misconduct, Fraud and Corruption Control policy before referring the policy to the City 

Strategy Committee to recommend the adoption of the policy to Council. This report 

therefore seeks the views of the Audit Committee as they pertain to the policy and 

management practice. 

 

OPTIONS 

1. Support the Misconduct, Fraud and Corruption Policy and Management Practice as 

presented. 

2. Support the Misconduct, Fraud and Corruption Policy and Management Practice with 

amendments. 

3. Not support the Misconduct, Fraud and Corruption Policy and Management Practice 

as presented. 

 

CONCLUSION 

To ensure that the City is implementing best practice techniques in mitigating risks relating to 

fraud and corruption, it is important to establish a policy and framework from which to 

communicate the City’s commitment. 

 

RECOMMEND 

That Council notes the Audit Committee’s support (or otherwise) for the adoption of 

the following: 

1. Policy – ADM 23 – Misconduct, Fraud and Corruption 

2. Management Practice - ADM 23 – Misconduct, Fraud and Corruption. 

 
 

ATTACHMENTS 

1.⇩   Fraud and Corruption Policy and Management Practice  
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2.2 - COMPLIANCE AUDIT RETURN 2018 CALENDAR YEAR  
    
 

WARD 

 

: ALL In Brief: 

Council is requested to consider and 

adopt the 2018 Compliance Audit 

Return covering the period 1 January 

2018 to 31 December 2018 as 

presented, noting that there is one 

instance of non-compliance 

FILE No. 

 

: M/91/19 
 

DATE 

 

: 8 February 2019 

REF 

 

: KD  

RESPONSIBLE 

MANAGER 

 

: Executive Director 

Corporate Services  

 

 

Tabled Items 

Nil 

 

Officer Interest Declaration 

Nil 

 

Strategic Implications 

4.1.3 Support the role of the elected body 

 

Legislation Implications 

Local Government (Audit) Regulations 1996, i.e. 

 Clause 13 – prescribed statutory requirements for which compliance audit needed; 

 Clause 14 – compliance audits by local governments; and 

 Clause 15 – compliance audit return, certified copy of etc. to be given to Department 

CEO. 

 

Council Policy/Local Law Implications 

Nil 

 

Budget/Financial Implications 

Nil 

 

Consultation 

Management Executive Group (MANEX) 

BACKGROUND 

The Local Government (Audit) Regulations 1996 requires every local government to carry 

out a Compliance Audit for the period 1 January to 31 December each year and to complete a 

Compliance Audit Return (CAR) as produced by the Department of Local Government. 

The CAR is to be: 

 Reviewed by the Audit Committee 

 Presented to Council at a meeting of the Council; 

 Adopted by the Council; and 
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 Recorded in the minutes of the council meeting at which it is adopted. 

 

After the CAR has been presented to and adopted by Council, a certified copy is to be signed 

by the Mayor and CEO for lodgment with the Department by 31 March together with the 

relevant section of the council minutes and any additional information explaining or 

qualifying the compliance audit. 

 

COMMENT 

The CAR is one of the tools available to Council in its governance monitoring role.  The 

CAR also forms part of the Department of Local Government’s monitoring program. 

 

The 2018 CAR once again places emphasis on the need for Council to be aware and 

acknowledge instances of non-compliance or where full compliance was not achieved.  In 

addition, the CAR also requires (if applicable) Council to endorse details of remedial action 

either taken or proposed, to prevent future like occurrences. 

 

The 2018 CAR has been completed by Management and is presented as an attachment to this 

Report for consideration/review by Committee, prior to it being submitted to Council. 

 

The 2018 CAR has identified one instance of non-compliance. The instance relates to the 

Annual Return of an elected member not being lodged by the deadline of the 31 August 2018. 

The Annual Return was lodged on the 3 September 2018.  The matter was reported and 

referred to the Department of Local Government, Sport and Cultural Industries for its 

consideration. 

 

On 5 December the Department advised in writing that no further action was to be taken, 

however action may be taken in the future should there be any further breaches of the 

financial provisions of the Act. 

 

The 2018 CAR, once adopted by Council, will be certified/signed by the Mayor and CEO and 

then forwarded to the Director General of the Department of Local Government by 

31 March 2018 

 

CONCLUSION 

It is recommended that 2018 Compliance Audit Return as presented as an Attachment to this 

Report, be approved by Council. 

RECOMMEND 

That Council: 

1. Adopts the Compliance Audit Return (CAR) for the 2018 calendar 

year presented as an attachment; 

2. Acknowledges that the 2018 Compliance Audit Return presented as an 

attachment will be subsequently jointly certified by the Mayor and 

Chief Executive Officer for submission to the Department of Local 

Government. 

 

ATTACHMENTS 

1.⇩   Draft 2018 Compliance Audit Return  



 

 

COUNCILLORS’ ITEMS 

 

Nil 

 

 

 

 

 

MEETING DECLARED CLOSED AT ___________ 
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