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CONEFLICT OF INTEREST

Members are reminded of the requirements for disclosure by Members of direct or indirect
pecuniary benefit or detriment and non-pecuniary benefit or detriment in relation to a
material conflict of interest in accordance with Section 73, or an actual or perceived conflict
of interest in accordance with Section 75 of the Local Government Act in items listed for
consideration on the Agenda. Section 74 and 75A of the Local Government Act 1999
requires that Members declare any interest and provide full and accurate details of the
relevant interest to the Committee. In relation to actual or perceived conflicts of interest a
member has an obligation to outline how they propose to deal with the actual or perceived
conflict of interest prior to consideration of that item on the Agenda.

This requirement does not apply to Ordinary Business Matters prescribed by regulation
8AAA Local Government Act (General) (Accountability and Governance) Variation
Regulations 2016.

Each Member of a Audit Committee has a duty to vote at all meetings unless excepted by
legislation.

The major exception being where a Member has a material conflict of interest.
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AUDIT COMMITTEE MEETING AGENDA

25 OCTOBER 2017

1 WELCOME BY CHAIRPERSON

Meeting declared opened

2 PRESENT
3 LEAVE OF ABSENCE
Nil
4 APOLOGIES
Nil
5 CONFLICT OF INTEREST
6 MINUTES OF PREVIOUS MEETING — FOR CONFIRMATION

Audit Committee Meeting - 13 September 2017
7 VISITORS TO THE MEETING

Dean Newbery and Partners — External Auditors
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REPORTS
8 NEW BUSINESS

8.1 AUDIT COMMITTEE 2017 WORK PLAN

Document #: 17/72488
Department: Corporate and Community Services
PURPOSE

To consider the revised 2017 Audit Committee Work Plan.

RECOMMENDATION
That the Audit Committee endorse the revised 2017 Audit Committee Work Plan.

LINK TO STRATEGIC PLAN

Goal: 5 Responsible Governance

Strategy: 5.1 Openness and transparency of reporting Council’'s performance
5.2 Effective leadership and informed decision making
5.3 Meet all legislative requirements and compliance with Council’s internal controls
5.5 Undertake effective risk management

5.8 Continuous improvement of Council processes

BACKGROUND

As stated in clause 2 of the Audit Committee Terms of Reference, 26 October 2016, the objective of
the Audit Committee is to assist the Council in the conduct of its responsibilities for the management
of risk, corporate and financial governance and legal compliance, related to financial reporting and
audit initiatives, the internal control system and the audit functions. The committee acts as a source
of advice to Council and the Chief Executive Officer in relation to these matters.

DISCUSSION

The Committee will:

¢ enhance the communication between the external auditor and the Council;
e assist the management of business risks to ensure the protection of Council assets;
e monitor the effectiveness of audit and corporate and financial governance functions;

e enhance the integrity of the financial reporting of the Council; and
e review the effectiveness of the Council’s internal controls and risk management systems.

The Terms of Reference are to be read in conjunction with Chapter 8 of the Local Government Act
1999.

The adoption, and constant review, of an Audit Committee Work Plan assists in ensuring the
objectives of the Audit Committee are achieved.

There are no major changes to the work plan since the last Audit Committee meeting. Status via
colour coding has been updated as appropriate.

Iltem 8.1 Page 7
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COMMUNITY ENGAGEMENT PLAN
Not applicable

CONSULTATION PROCESS

In preparing this report, the following Yorke Peninsula Council officers were consulted:
e Chief Executive Officer
e Manager Financial Services
e Business Improvement Officer
e Asset Manager
e Risk Management Officer

In preparing this report, the following External Parties were consulted:
e Nil

POLICY IMPLICATIONS

Audit Committee Terms of Reference

BUDGET AND RESOURCE IMPLICATIONS

The orderly and timely review of Council’'s major financial timetable and reports, internal audit
activities and financial reports by the Audit Committee strengthens the credibility of the completed
work and reduces risk to Council.

RISKS/LEGAL/LEGISLATIVE/ IMPLICATIONS
A sound control environment will assist in the management of Council’s financial risks.
Local Government Act 1999, Chapter 8

ATTACHMENTS
1. Workplan 2017

Iltem 8.1 Page 8
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Yorke Peninsula Council

Audit Committee Work Program 2017

Timeframe
Activity Completed Deferred Notes
Mar-17| Jun-17 | Sep-17 Dec-17

1. Financial Reporting
1.1 Review General Purpose Financial Statements Following external audit but prior to Council endorsement
Ensure up to date and soundly based, including having particular regard
to local conditions:
> whether land values reflect current local market;
1.2 Review asset revaluations > whether infrastructure asset values reflect local replacement costs
and the condition of existing assets;
> whether an infrastructure asset condition audit has been undertaken
recently to assist in making this judgement.

1.3 Review methodology and approach to Depreciation

1.4 Quarterly Budget Reviews - information only X X X  Forinformation only after adoption by Council

2. Internal controls and risk management systems
Status report provided on progress made against matters raised by

2.1 Review progress on Council's Internal Financial controls X X X Council's external auditor. Additional update report on internal controls
project provided by Internal Auditor.

2.2 Review Council's internal control policies and procedures X X X Presented as part of the regular Internal Audit activity report

2.3 Rewe.w (.Oll!'ICIl'S ar.mual Risk Management Action Plan (incorporating X ¥ X ¥ Presented as part of the regular Risk Management update report

Risk Profile Review actions)

2.4 Review Council's annual Risk Profile Review (Audit) Presented as part of the regular Risk Management update report

2.5 Review Council's Strategic Risk Management Plan X Presented as part of the regular Risk Management update report

2.6 Review Council's Risk Maturity Assessment X SEEBEBIBIBIDD X Presented as part of the regular Risk Management update report

2.7 Review Council's Business Continuity Plan (BCP) X S35355335555S X Presented as part of the regular Risk Management update report

2.8 Review Council's Risk Management Framework X Presented as part of the regular Risk Management update report

3. Whistle blowing

Identify whether the Council has in place simple, readily accessible arrangements for employees to confidentially raise concerns of alleged malpractice in accordance with legislative provisions.
Examine whether Council's whistleblower arrangements are well known to employees and effective having regard to local circumstances

3.1 Review Council's whistleblowers protection policy Next review due 2019

3.2 Examine the method of informing staff of these policies Next review due 2019

4, Internal Audit

Item 8.1- Attachment 1 Page 9
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Yorke Peninsula Council

Audit Committee Work Program 2017

Timeframe
Activity Completed Deferred Notes
Mar-17 in-17 ep-17 Dec-17
4.1 Review annual work program and outcomes of past work X Presented as part of the regular Internal Audit activity report
4.2 Consider any internal audits conducted X X X X Presented as part of the regular Internal Audit activity report

5. External Audit
5.1 Meet with Council's external auditor to:

> invite presentation of their audit methodology and risk assessments
within the audit plan;

> discuss any qualifications raised in the most recent audit or comments
made in the accompanying audit management letter;

> assess the appropriateness of the proposed Council response to matters
so raised; and

>invite comment on the financial systems and affairs of the Council having
regard to comparable benchmarks.
5.2 Review effectivness of external audit

5.3 Review management representation letters before they are signed by
management
5.4 Assess the appropriateness of the Council's response to the auditor's

X X
findings and recommendations
5.5 Oversee action to follow up on matters raised by the external auditor X
5.6 Consider appointment/reappointment of auditor in accordance with .
- i /reapp Contract expires November 2017
legislation
6. Reporting
6.1 Report annually to Council:-
> activities of the Committee's work program and the results of a self-
assessment of performance for the preceding calendar year including X

whether it believes any changes to its Terms of Reference are needed;
> outlining any training needs;
> advising future work program proposals; and
> inviting comment from Council on all of the above.

Item 8.1- Attachment 1 Page 10
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Yorke Peninsula Council

Audit Committee Work Program 2017

Timeframe
Activity Completed Deferred Notes
Mar-17] Jun-17 | Sep-17 | | Dec-17
7. Strategic, Financial and Management Planning
. ) Adopted by Council in July 2016. Next review not due until November
7.1 Review Strategic Management Plan
2019.
. . . Updated annually following adoption of Annual Business Plan and
7.2 Review Long Term Financial Plan X X P nually ng pHior ' st
Budget
7.3 Review Asset Management Plans/ Strategy X X  Ongoing as developed and reviewed.
7.4 Review appropriateness of the range and content of Council policies ) L .
. X As per renewal timeframes and legislative requirements
and strategies
7.5 Review Annual business plan, budget and fees and charges X In conjunction with public consultation period
8. Other matters
8.1 Adopt/review Audit Committee annual workplan X X X X Updated for each meeting
8.2 Reports on other relevant matters Ongoing as the need arises
8.3 Appoint Audit Committee Chairperson Next appointment will be in December 2020

Item 8.1- Attachment 1
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8.2 2016/2017 AUDITED GENERAL PURPOSE FINANCIAL STATEMENTS
Document #: 17/73348
Department: Corporate and Community Services

PURPOSE

To present Council’'s 2016/2017 audited General Purpose Financial Statements (“Statements”) for
the Committee’s information and consideration.

RECOMMENDATION

That the Audit Committee recommend to Council that the audited General Purpose Financial
Statements for the year ended 30™ June 2017 be adopted and that:

1. The Chief Executive Officer and Mayor be authorised to certify the General Purpose Financial
Statements; and

2. The Chief Executive Officer and the Presiding Member of the Audit Committee sign the
Certification of Auditor Independence; and

3. The Chief Executive Officer and the Director Corporate and Community Services be authorised
to sign the Management Representation Letter to be provided to the Auditor.

LINK TO STRATEGIC PLAN
Goal: 5 Responsible Governance
Strategy: 5.1 Openness and transparency of reporting Council’'s performance
5.2 Effective leadership and informed decision making
5.3 Meet all legislative requirements and compliance with Council’s internal controls

5.5 Undertake effective risk management

BACKGROUND

As required by the Local Government Act 1999 and the Local Government (Financial Management)
Regulations 2011 Council staff have prepared the General Purpose Financial Statements
(Statements) for the year ended 30" June 2017.

The Statements have been prepared using Model Financial Statement templates and comply with
the Australian Accounting Standards.

DISCUSSION

The attached Statements and Notes (refer Attachment 1) have been audited by Council’s external
auditors, Dean Newbery and Partners Chartered Accountants, and confirmation has been received
from them that no further audit adjustments or queries are outstanding. Dean Newbery are happy
for the Statements to be presented to the Audit Committee in their current form and, pending any
minor changes, then presented to Council for adoption..

Council staff are liaising with Dean Newbery to finalise the management representation letter prior
to the meeting on 25" October 2017. A copy is attached (refer Attachment 2) for the Committee’s
consideration. Any major changes that come to light between now and the meeting will be brought
to the Committee’s attention.

Item 8.2 Page 12
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During the audit Dean Newbery raised with Council staff some amendments relating to formatting,
disclosures, classifications, asset revaluations and presentation. These amendments have been
actioned to the satisfaction of the auditors and did not have any material impact on the Statements.

A brief financial analysis of the Statements is as follows.
Operating Result

Council's Operating Result in 2016/2017 is a surplus of $111k, which is an improvement of $2.38m
when compared to 2015/2016. While this is a significant improvement the focus should be on the
Adjusted Operating Result once timing of payments made for Council’'s Financial Assistance Grant
(FAG) has been taken into account.

In 2014/2015 Council received a FAG payment of $1.178m in advance for the 2015/2016 financial
year. This payment was recognised as operating income in the 2014/2015 financial year, hence
making the 2015/2016 Operating Result look worse than it was. The adjusted Operating Result for
2015/2016 is a deficit of $1.092m (as opposed to the reported deficit of $2.270m).

In 2016/2017 Council received a FAG payment of $1.144m in advance for the 2017/2018 financial
year. This payment was recognised as operating income in the 2016/2017 financial year, hence
making the 2016/2017 Operating Result look better than it was. The adjusted Operating Result for
2016/2017 is a deficit of $1.033m (as opposed to the reported surplus of $111k).

On comparing the Adjusted Operating Results (Deficits) for 2016/2017 ($1.033m) and 2015/2016
($1.092m) the improvement is $59k which is not significant. It is important that the Adjusted
Operating Result become the focus of any discussion and measurement of Council’s financial
performance rather than the reported Operating Surplus which contains extraordinary items.

For more information on variation in timing of FAG payments please refer to Note 1 section 3 of the
attached General Purpose Financial Statements (refer Attachment 1).

A more detailed analysis of the movements (compared to 2015/2016) in Council's various income
and expenditure streams as shown on the Statement of Comprehensive Income for 2016/2017 is
presented in the table below.

Comments

$ %

Change Change

Income

Rates & Service Charges $1.271m | 6.4% Net effect of general rate
increase adopted by Council,
increase to NRM levy by State
Government and increase to
Waste Management Charges

Statutory Charges ($57K) (14.6%) > Town planning income down
$29k due to drop in applications
and their subsequent values

> Animal Registration Fees &
Fines down $8k and Sundry
income down $14k

User Charges $234k 7.9% Increase in caravan parks
income

Investment Income ($17K) (6.8%) > Decrease in cash available for
investment due to less grant
income and bigger capital works
programme

> |nterest rates remain low
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Reimbursements $475k 82.3% Net increase due to government
agency reimbursement for
storm damage repairs to jetties

Other ($59Kk) (20.8%) > Art Exhibition income is
biannual

> One off Risk incentive reward
income not received

Grants, Subsidies and | $2.627m 84.9% > Financial Assistance Grants
Contributions for 2017/2018 paid in advance
in 2016/2017 and recognised in
that year

> Financial Assistance Grants
for 2015/2016 paid in advance
in late  2014/2015 and
recognised in that year

TOTAL INCOME VARIANCE | $4.474m | 16.2%
Expenses

> Increase leave expense
(taken and paid out): $266k

>  Workers  Compensation

0
Employee Costs $537k 6.5% premium increase: $89K

> Reduction in employee costs
capitalised: $206k

Materials, Contracts & Other $1.71m 14.7% > Jetties storm damage repairs
(one-off  fully  reimbursed):
$705k

> Increased waste management
costs: $145k

>Community seawall
contribution: $209k

> Increase to NRM Levy: $198k

> Increased cost of electricity:
$71k

> Reduced insurance costs:
$41k

>  Reduction in  sundry
expenses: $159k

> Increased roadside vegetation
control expenditure: $472k

Depreciation, Amortisation & | ($137Kk) (1.4%) Net reduction due to
Impairment adjustments in remaining useful
lives on plant and equipment
assets and other assets, which
underwent a detailed review

Finance Costs ($17K) (4.1%) Reduction in loans outstanding
(down $433k) resulting in lower
interest payable
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TOTAL EXPENDITURE | $2.093m | 7%
VARIANCE

NET IMPACT ON OPERATING | $2.381m 104.9%
DEFICIT

For more detail on Council’'s Operating Result (actual and adjusted), income and expenditure please
refer to the Statement of Comprehensive Income, Notes 2 and 3 in Attachment 1.

Capital Expenditure

In 2016/2017 Council spent a total of $12.355m (2015/2016: $9.748m) on capital works and projects,
of which $8.32m was spent on renewal and replacement of assets, while $4.04m was spent on
upgrades and new assets. $2.29m was received in grants and contributions for new and upgraded
assets primarily relating to Clinton Road through the Special Local Roads Programme.

Unlike the previous year changes to the revaluation surplus for Council’s Infrastructure, Property,
Plant and Equipment (IPP&E) assets were minimal. A relatively small increase of $353k was incurred
compared to a decrease of $35.1m in 2015/2016.

For more detail on Council’s capital expenditure, change in depreciation, assets and revaluations
please refer to the Statement of Financial Position, Statement of Changes in Equity, Notes 1, 3, 4
and 7 in Attachment 1.

Cash Flows

Council’'s net decrease in cash held as at 30" June 2017 was $31k, resulting in a closing cash and
cash equivalents position of $6.93m. When compared to the previous year the closing cash balanced
is virtually unchanged.

It should be noted that of the $6.93m cash and cash equivalents as at 30" June 2017, approximately
$1.4m is specifically for projects not completed in 2016/2017 and carried forward to 2017/2018 for
completion while approximately $1.3m is for grants received in 2016/2017 for expenditure in
2017/2018. The adjusted cash balance is therefore $4.23m.

For more detail on Council’s cash flows please refer to the Statement of Cash Flows and Note 11 in
Attachment 1.

Financial Indicators

Operating Surplus Ratio

Council’'s Operating Surplus Ratio (Indicator 1 in Note 15 of Attachment 1) is 0.35%, however, as
mentioned earlier in the this report the focus should be on the Adjusted Operating Surplus Ratio
(Indicator 1a in Note 15 of Attachment 1) as this is a better indication of Council’s actual financial
performance. The adjusted ratio for 2016/2017 is -3.2% which reflects Council’s Deficit operating
result i.e. its operating income is not sufficient to fund operating expenditure including depreciation
of existing assets. This is a slight improvement of 0.7% compared to the previous year. The adjusted
ratio recognises the advance payment of Financial Assistance Grants in the year for which it was
intended.

Through its LTFP and annual budgets, Council's emphasis should continue to be on returning to a
breakeven or surplus position in line with industry targets, in the medium to long term. Council is
currently updating its LTFP to get a better understanding of how its current financial performance
will impact future financial performance.
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Net Financial Liabilities Ratio

Council’'s Net Financial Liabilities Ratio of 10% (Indicator 2 in Note 15 of Attachment 1) is a 2%
decrease on previous year, however, continues to remain well below the industry ceiling of 100%.
This means that Council retains capacity to borrow funds for capital expenditure in future years
should the need arise, as long as it continues to move towards a breakeven or surplus position on
its operating bottom line to support increased loan repayments.

Asset Sustainability Ratio

Council’'s Asset Sustainability Ratio is 84% which is a 35% increase to previous year indicating that
Council has increased its renewal and replacement of existing assets since 2015/2016. The increase
is primarily due to Council completing a number of projects budgeted in 2015/2016 but rolled over to
and completed in 2016/2017. Additionally, the majority of capital projects budgeted in 2016/2017
were completed and projects rolled over to 2017/2018 for completion amounted to $1.15m.

Council currently uses total depreciation to calculate this ratio instead of required renewal
expenditure levels from Asset Management Plans for individual asset classes.

Council is unable to use required renewal expenditure levels in calculating this ratio as not all asset
classes have up to date Asset Management Plans — as Councillors are aware Council is moving
toward detailed Asset management Plans for all classes of assets as data is loaded to Conquest.

A mixed use of depreciation and required renewal expenditure levels for the different asset classes
(from endorsed Asset Management Plans for some assets) is not permitted when calculating this
ratio.

Using depreciation as the base tends to result in a lower ratio because a number of assets (especially
roads) have components that are not going to be renewed but are required to be depreciated for
accounting purposes. This can result in depreciation possibly being overstated and in turn affecting
the calculation of this ratio.

Through its LTFP, up to date Asset Management Plans, annual budgets and capital works programs,
Council’'s emphasis should be on returning to and maintaining a minimum ratio of 90% in line with
industry targets, in the medium to long term. Further, planning for extra funding is required for asset
renewal and replacement to address the identified backlog in Asset management Plans already
endorsed by Council.

For more detail on Council’s financial indicators please refer to Note 15 in Attachment 1.
Report on Financial Results

Regulation 10 of the Local Government (Financial Management) Regulations requires the
preparation in each year, for the previous financial year, a report showing the audited financial results
compared with the original budget.

This report has been prepared in the format required by the Regulations and recommended in
section 3 of the LGA’s Financial Sustainability Information Paper 25 — Monitoring Council Budget
Performance. The Report on Financial Results is attached (refer Attachment 3) for the Committee’s
consideration, with reasons provided for any variances greater than 5%.

COMMUNITY ENGAGEMENT PLAN
Level 1 — Inform

The audited Statements and Auditor's Report will be made publicly available via Council’'s website
and as part of Council’'s 2017 Annual Report.

CONSULTATION PROCESS
In preparing this report, the following Yorke Peninsula Council officers were consulted:
o Corporate Management Team

e Manager Financial Services
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e Accountant — Financial Operations
e Assets Manager
In preparing this report, the following External Parties were consulted:

e Dean Newbery and Partners Chartered Accountants

POLICY IMPLICATIONS
Not applicable

BUDGET AND RESOURCE IMPLICATIONS

Financial implications are as detailed in the body of this report and the attached Statements, Notes
and reports.

RISKS/LEGAL/LEGISLATIVE/ IMPLICATIONS

Local Government Act 1999

1. Local Government (Financial Management) Regulations 2011
2.
Model Financial Statements

ATTACHMENTS

1. Audited General Purpose Financial Statements and Notes - 2016-2017 (under separate
cover)

2. Management Representation Letter

3. Report on Financial Results 2016-2017
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YORKE PENINSULA COUNCIL

PRINCIPAL OFFICE:

8 Elizabeth Street, Maitland

Telephone (08) 88320000 g %ﬁ

ALL CORRESPONDENCE TO: L .
CONFIDENTIAL PO Box 57, MAITLAND, SA 5573
8 November 2017 Fax (08)88532494

Email: admin@yorke.sa.gov.au
Website: www.yorke.sa.gov.au

Jim Keogh

Partner

Dean Newbery & Partners
Chartered Accountants

PO Box 755

NORTH ADELAIDE SA 5006

Dear Jim,
Management Representations: External Audit, Financial Year Ended 30 June 2017

This Management Representation letter is provided in connection with your audit examination of the General Purpose
Financial Report (2017 Financial Report) of Yorke Peninsula Council (‘the Council’) for the financial year ended 30
June 2017.

We hereby confirm, at your formal request, that to the best of our knowledge and belief, the following
representations relating to the 2017 Financial Report are correct.

In making these representations, we understand that they are provided to you in connection with your external audit of the
Council for the year ended 30 June 2017 as prescribed by the Local Government Act 1999, for the express purpose of
your expressing an opinion as to whether the 2017 Financial Report is, in all material respects, presented fairly in
accordance with all applicable standards and requirements, including statutory. In making these representations, we have
read and understood the standard unqualified Audit Opinion that would be normally expressed to the Council by you as is
required under Section 129(3) of the Local Government Act 1999 for the financial year ended 30 June 2017. We therefore
understand, without exception, the potential ramifications of making any representations to you that are not correct, to the
best of our knowledge and belief as of the date of this letter.

We understand and acknowledge that it is the Council management's responsibility for the fair presentation of the 2017
Financial Report and that management, as appropriate, have approved the Financial Report. Accordingly, management
of the Council are of the opinion that the 2017 Financial Report is free of material misstatements, including omissions.

1. Compliance with all Applicable Standards, including Statutory

The Financial Report of the Council has been prepared so as to present a true and fair view of the state of affairs of the
Council as at 30 June 2017 and of the results of operations of the Council for the financial year ended on that date,
including for all post balance date matters, as applicable.

The accounting and financial management policies, practices and records of the Council were at all times maintained in
accordance with the requirements of the Local Government Act 1999, Local Government (Financial Management)
Regulations 2011 and that the Financial Report was prepared in accordance with the Local Government Act 1999, Local
Government (Financial Management) Regulations 2011, Australian Accounting Standards, other authoritative
pronouncements of the Australian Accounting Standards Board together with all other mandatory professional reporting
requirements in Australia.

BRANCH OFFICES

MINLATON: Phone 0888533800
YORKETOWN: Phone 0888520200
WAROOKA: Phone 0888545055
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ASSETS

Cash and Cash Equivalents

(1) Cash on hand at balance date was represented by cash floats reconciled and on hand as at 30 June 2017.
(2) Cash at bank at balance date represented the reconciled operating account(s) of the Council.
(3) Short term deposits represented amounts held with the LGFA by the Council.

Rates and Other Receivables

(1) Current rate receivables at balance date represented all outstanding amounts owed by rate payers.

(2) Current other receivables at balance date represented all outstanding amounts owed by debtors other than rate
payers.

(3) Debts due at balance date that are known to be uncollectable have since been written-off and adequate provision

has been made for impairment to cover allowances, discounts and losses that may be sustained by Council in the
collection of the debts.

Inventories

(1) All inventories were the property of the Council and have either been paid for or the liability has been brought to
account.

(2) All inventories have been physically counted and valued in accordance with the applicable Australian Accounting
Standard.

Other Current Assets

(1) Prepayments at balance date represented payments for goods and services to be received in the 30 June 2017

financial year.
(2) There are no non-current assets held for sale.

Financial Assets — Loans to Community Groups

(1) There are no grounds to provide for any impairment loss for loans to community groups or other organisations.

Investments Accounted using the Equity Method

(1) Council has complied with all applicable Australian Accounting Standards with regard to Council's equity in
subsidiaries, regional subsidiaries and other interests, as applicable.
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Infrastructure, Property, Plant & Equipment and Depreciation

(1)

Infrastructure, property, plant and equipment at the 2017 balance date was represented by the following fair
values, cost, accumulated depreciation and carrying amounts for each class of asset, in accordance with all
prescribed requirements and standards, as follows:

Asset Class Fair Value Cost Accumulated Carrying
(Fair Value Level) ($'000) ($°000) Depreciation Value
($°000) ($°000)
Work in progress - 396 - 396
Land (Level 2) 73,572 406 - 73,978

Buildings & other
structures (Level 2) 5,253 2,322 1,307 6,268
Buildings & other

structures (Level 3) 86,704 1,951 49,769 38,886
Transport infrastructure

(Level 3) 225,351 13,949 107,438 131,862
Stormwater drainage

(Level 3) 12,050 146 3,588 8,608
CWMS (Level 3) 24,855 853 9,284 16,424
Water scheme

infrastructure (Level 3) 3,786 74 909 2,951
Plant & equipment - 12,256 4,670 7,586
Furniture & fittings - 2,866 1,233 1,633
Other assets - 9,718 4135 5,583

The additions during the 2017 financial year to Infrastructure, property, plant and equipment general ledger
control accounts and asset registers represents the cost of additions and or improvements to existing facilities
or replacements thereof. All units of property which have been replaced, sold, dismantled or otherwise
disposed of, ar which are permanently unusable, have been removed from general ledger and applicable asset
register. Adequate provision, determined in a manner consistent with that of the preceding financial year, has
been made to write-off depreciable assets over their useful economic working lives.

No circumstances have arisen which render adherence to the existing basis of depreciation misleading or
inappropriate and that depreciation expense for the financial year ended 30 June 2017 is reliable.

All additions to depreciable assets represent actual additions or improvements of a capital nature, based on
capitalisation thresholds consistently applied for the 2017 financial year and unchanged from the 2016 financial
year.

Where the recorded carrying amount of any depreciable assets exceeds its recoverable amount as at 30 June
2017, that asset's recorded carrying amount has been written down to its recoverable amount.

Contractual commitments for capital expenditure(s) included in the Financial Report payable not later than one
year are as described in the notes accompanying the Financial Report.
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(6) There are no deficiencies or encumbrances attaching to the title of the assets of the Council at 30 June 2017
other than those reflected in the financial report and those are not greater than the value of the asset.

(7) No Operating or Finance Lease commitments exist that have not been disclosed in the Financial Report. All
Operating Lease expenses have been fully disclosed in the notes to the 2017 Statement of Comprehensive
Income. Finance Leasing commitments have been fully disclosed in the notes to the 2017 Balance Sheet.

(8) The asset revaluations of infrastructure assets undertaken during the 2016 financial year by Tonkin Consulting
were based on the principle of written down replacement value. Accordingly, total replacement value, total
economic working life, residual economic working life were reliably established for each asset and the financial
records of Council were restated in accordance with all applicable Australian Accounting Standards, and the
Financial Report reflects all such accounting entries.

9) The asset revaluations of all land and buildings owned by Council were undertaken by independent valuation
consultants Maloney Field Services, as at 1 July, 2013. Valuations have been formally accepted by Council
and recognised in the 2017 Financial Report.

(10)  The resultant increment to the asset revaluation reserve during the year represents the difference between the
prior written down value of the assets being valued and the valuations as at 1 July 2016. The $353k increase
in asset value is due to the first time recognition of a small number of tfransport and community wastewater
management scheme assets. Full disclosure regarding the implications and subsequent effect has been made
in the General Purpose Financial Statements.

(11)  Depreciation expense reported in the 2017 Statement of Comprehensive Income is reliable, being based on
reliable ‘whole of life” asset management information for each class of depreciable non-current asset.

(12)  Loan amounts to be repaid to Council via special rate relating to Council contributions for the construction of
the seawalls in Chinaman Wells and Point Turton were recognised as contingent assets in the 2017 Financial
Report. Full disclosure regarding the implications and subsequent effect has been made in the General
Purpose Financial Statements.

LIABILITIES = Current and Non-Current

(1) All liabilities which have arisen or which will arise out of the activities of the Council to the end of the 2017
financial year have been included in the 2017 Financial Report.

(2) All outstanding trade payables at balance date have been taken up as at the 2017 balance date.

(3) All applicable accrued wages and salaries and accrued employee entitements at the 2017 balance date have
been taken up.

(4) All accrued interest at the 2017 balance date have been taken up.
(5) All revenue received in advance as at the 2017 balance date has been taken up.

(6) Provisions for employee henefits, inclusive of on-costs, all discounted as at the 2017 balance date representing
long service leave benefits calculated for all valid employees (as at balance date) have been taken up.
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EQUITY

(1)

(2)

Accrued employee benefits represent annual leave accrued for all valid employees as at the 2017 balance
date.

Borrowings as at the 2017 balance date represented amounts owed to the Local Government Finance
Authority. Loans with the LGFA have varying maturity dates and interest rates with details fully provided in the
notes to the 2017 Financial Report.

There were no contingent liabilities including for:

guarantees;

bills and accounts receivable discounted, assigned or sold and which are subject to recourse;
endorsements;

pending law suits, unsatisfied judgements or claims;

repurchase agreements; or

contractual disputes between the Council and any contractor / service provider that may result in an
increased liability as at 30 June 2017; which are not fully disclosed in the notes to the 2017 Financial
Report.

—
=Seaaoo

There have been no adjustments to the Accumulated Surplus other than those allowable under the Australian
Accounting Standards.

There have been no adjustments to the Asset Revaluation Reserve other than those allowable under the
Australian Accounting standards and the balance of the reserve has been reconciled to each class of asset.

All reserve funds required by legislation to be maintained have been at all times maintained in the accounting
records of the Council.

All transfers to and from reserve funds (including the Accumulated Surplus) have been prior authorised by
Council.

The following reserve funds are ‘cash backed' and the reasons for such method of accounting (including where
itis a prescribed requirement).

‘Cash backed’ reserve Balance 30 June 2017 | Reason for existence

Minlaton library equipment $10,499.61 | Funds required to be held for a

Yorketown library equipment $18,997.67 | specific purpose i.e. community

Maitland community library $8,453.35 | libraries, in accordance with

Ardrossan library $18,178.73 | grant funding agreement

Erichsen heritage trust fund $10,677.30

Minlaton RSL trust fund $1,990.13 | Funds held on behalf of

Warooka RSL trust fund $5,631.41 | community organisation

Curramulka RSL trust fund $1,912.65

Open space and recreation $140,278.33 | Developer contributions
received for a specific purpose

Item 8.2- Attachment 2

25 OCTOBER 2017

Page 22



AUDIT COMMITTEE MEETING AGENDA 25 OCTOBER 2017

2017 STATEMENT OF COMPREHENSIVE INCOME

(1) Please find attached a summary of all variations greater than 10% for all income and expense amounts
disclosed in the 2017 Statement of Comprehensive Income, compared to 2016.

(2) Please find attached a summary of all 2016 amounts that have been re-classified in the 2017 Statement of
Comprehensive Income, including the reasons for the reclassification.

(3) All depreciable physical resources received free of charge have been included in the appropriate asset
register and depreciated from the date when Council assumed control (of the asset).

4) Depreciation expense for 2017 is in accordance with Council's asset registers and has been determined on
the same basis as for 20186,

(5) Capital grants have been correctly separated from operating grants, in accordance with the requirements of
the Model Financial Statements.

KEY FINANCIAL INDICATORS

Operating Surplus Ratio

Council’s operating surplus ratio is 0.35% which is an improvement of 8.59% from the 2016 year resulting mainly due to
the advance payment of 50% of Council's 2018 Financial Assistance Grant (FAG) allocation. Council’'s adjusted ratio
(adjusted for advance payment of FAG allocation) is -3.23%, an improvement of 0.73% from the previous year. Through
its long term financial plan (LTFP) and annual budgets, Council's emphasis will continue to be on retuming to a breakeven
or surplus position in line with industry targets, within the life of the LTFP. Council is currently updating its LTFP to get a
better understanding of how its current financial performance will impact future financial performance.

Net Financial Liabilities Ratio

The net financial liabilities ratio is 10%, which is a decrease of 2% from the 2016 year. This is well below the industry
recommended ceiling of 100%.

Asset Sustainability Ratio
The asset sustainability ratio which measures expenditure on net asset renewals against depreciation expense is 84% for
2017 compared to 49% in 2016. Through its LTFP, up to date Asset Management Plans, annual budgets and capital

works programs, Council aims to reach and maintain a ratio of 90% in the short term and get to 110% to address
infrastructure backlog, within the life of the LTFP.

CHIEF EXECUTIVE OFFICER’S REPORT

There are no exceptions to the standard Chief Executive Officer's Report for the 2017 Financial Report.

OTHER REQUIRED REPRESENTATIONS

(1) No events have occurred (or are known to occur) subsequent to the 30 June 2017 that would require any
consideration for adjustment to or additional disclosure in the 2017 Financial Report.

o
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(2) The Council does not have any plans or intentions that may materially affect the carrying value or
classification of all assets and liabilities as at 30 June 2017.

(3) The Council has complied with all aspects of contractual arrangements and agreements that would have a
material effect on the 2017 Financial Report in the event of non-compliance.

(4) There were no material commitments for construction or acquisition of property, plant and equipment or to
acquire other non-current assets, other than those disclosed in the 2017 Financial Report.

(9) There are no violations or possible viclations of laws, compulsory standards or regulations whose effects
should be considered for disclosure in the 2017 Financial Report or as a basis for recording as an expense
or otherwise.

(6) The Council has full title to all assets, and there are no liens or encumbrances on such assets nor has any

asset been pledged as collateral.

(7) All details concerning related party transactions and related amounts receivable or payable (including sales,
purchases, loans and guarantees) have been correctly recorded in the accounting records. All related parties
have been identified and disclosed to you during your audit.

(8) The Council reviews annually, the adequacy of insurance cover on all assets and insurable risks. This review
has been consistently performed, and where it is considered appropriate, assets and insurable risks of the
Council are at all imes adequately covered by appropriate insurance.

(9) The minutes of all meetings of Council and its Committees were made available to you and are complete
and authentic records of all such meetings held during the 2017 financial year and to the date of this letter.
All other statutory records were properly kept at all times during the year and have been made available to
you for audit purposes.

(10)  All audit correspondence has been formally and promptly responded.
(11)  All audit correspondence has been referred to Council and Council's Audit Committee.

(12)  Salaries and wages records together with records for the Goods and Service Tax were at all times fully
maintained in accordance with the requirements of the Australian Taxation Office, as applicable.

(13)  Alldocumentation relating to the capture of Related Party Disclosures and Transactions (AASB 124 Related
Party Disclosures) including all authorised forms provided by the deemed Key Management Personnel,
evidence of review of total related party transactions processed during the financial year by the Council e.g.
Transaction reports of payments made by Council to related parties and any working papers of calculation
methodologies for the disclosures in the 30 June 2017 financial statements have been made available to the
auditors.

(14)  Alldeemed material transactions relating to Related Party Disclosures and Transactions (AASB 124 Related
Party Disclosures) have been included and adequately disclosed in the 30 June 2017 financial statements.

(15)  Council has formally in place and has at all times maintained an appropriate standard of accounting, internal
control structure and framework, segregation of duties and risk management structure and framework across
the entire organisation, including appropriate controls and mechanisms specifically designed to prevent and
detect fraud and error. Further, we advise that there have not been any instances of fraud or error during the

Item 8.2- Attachment 2 Page 24



AUDIT COMMITTEE MEETING AGENDA 25 OCTOBER 2017

financial year ended 30 June 2017 or to the date of this letter. In addition, there are no matters that should
be brought to your attention for the purposes of your making an assessment as to Sections 129(5) and 129(6)
of the Local Government Act 1999.

(16)  The 2017 Financial Report has been adjusted for all agreed audit adjustments for the year ended 30 June
2017.

(17)  AASB 2016-4 Recoverable Amount of Non Cash-Generating Specialised Assets of Not-for-Profit Entities
has been adopted early in the preparation of these financial reports. This Standard removes the requirement
for impairment testing of non-cash generating specialised assets that are carried at fair value. The early
adoption of this Standard has not resulted in any changes to any amounts disclosed in these reports. This is
the only change in accounting practices and accounting policies made for the financial year ended 30 June
2017 compared o the financial year ended 30 June 2016.

(18)  Council's Audit Committee has addressed all of its prescribed responsibilities and no member of the
Committee has undertaken other professional services for the Council.

(19)  Inour opinion, there are no grounds to believe that the Council will not be able to pay its debts as and when

they fall due, that assets will be at all times maintained to the service standards currently determined by
Council and accordingly, the Council is long term financially sustainable.

Yours sincerely

Chief Executive Officer

Director Corporate and Community Services

Enclosures: 2017 Statement of Comprehensive Income Summary of Variations greater than 10%
2016 Amounts that have been re-classified in the 2017 Statement of Comprehensive Income
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Enclosure 1

2017 Statement of Comprehensive Income Summary of Variations greater than 10%

$
Change

%

Change

Income

Comments

Statutory Charges

($57k)

(14.6%)

> Town planning income down $29k
due to drop in applications and their
subsequent values

> Animal Registration Fees & Fines
down $8k and Sundry income down
$14k

Reimbursements

$475k

82.3%

Net increase due to govermnment
agency  reimbursement for storm
damage repairs to jetties

Other

($59K)

(20.8%)

> Art Exhibition income is biannual

> One off Risk incentive reward income
not received

Grants, Subsidies and

Contributions

$2.627m

84.9%

> Financial Assistance Grants for
2017/2018 paid in advance in
2016/2017 and recognised in that year

> Financial Assistance Grants for

2015/2016 paid in advance in late
2014/2015 and recognised in that year

TOTAL INCOME VARIANCE

$4.474m

16.2%

Xpenses

Materials, Contracts & Other

$1.71m

14.7%

> Jetties storm damage repairs (one-

off fully reimbursed): $705k

> Increased waste management costs:
$145k

>Community
$209k

> Increase to NRM Levy: $198k

> Increased cost of electricity: $71k

seawall contribution:

> Reduced insurance costs: $41k

> Reduction
$159k

> Increased roadside
control expenditure: $472k

in sundry expenses:

vegetation

TOTAL EXPENDITURE
VARIANCE

$2.093m

7%

NET IMPACT ON
OPERATING DEFICIT

$2.381m

104.9%
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Enclosure 2

2015/16 amounts that have been re-classified in the 2017 Statement of Comprehensive Income

2015/16 2015/16 Reclassification

Original Reclassified Amount Reclassification

Comments

($°000) ($°000) ($'000)
Income

Investment Income 213 251 38 Interest component of loan
repayments from community groups
(38k)  reclassified here  from
Reimbursements.

Reimbursements 780 577 (203) Interest  component of loan
repayments from community groups
(38k) reclassified to investment
income. Insurance and ATO fuel
rebates ($165k) moved to Other

Income.

Other Income 143 284 141 Insurance and ATO fuel rebates
($165k) reclassified here from
Reimbursements. Various

contribution amounts ($24k) moved
from here to Grants, Subsidies and

Contributions.

Grants, Subsidies 5,038 5,062 24 Various contribution amounts ($24k)
and Contributions reclassified here from Other Income.
Expenses
Employee Costs 8,136 8,250 114 Income protection insurance ($114k)

provided under EBA reclassified here
from Materials, Contracts and Other
Expenses.
Materials, Contracts 11,701 11,652 (49) Income protection insurance ($114k)
and Other provided under EBA moved to
Expenses Employee Costs. Bank charges
($65K) reclassified here from Finance
Costs.
Finance Costs 476 41 (65) Bank charges ($65k) moved from

here to Materials, Contracts and
Other Expenses.

10
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STATEMENT
01617 | 201617
Adopled Auditsd Varlance Varlance Comment
Budget |  Actual
S[oon) 2000 S('000) %)
INCOME
Rates 21.208) 21289 &0 0.2%
= Building / Planning Fees: [528%]
= Animal Registrations: |56k
= Other Fines: (57k)
. & § Ap.8% 1
Statutory Charges 15 334 (81 L] I Resistration Fees: [54K]
» Sundry Statutory Charges: ($4k]
» Town Planning: {515k
User Charges 3,115 3,185 80 26%
> Financial Assistance Grant: 51.184m received in advance
= ry Gran *reriglnaily bu i ) iy for pew i
Geants, subsidies, cantributions 2.638) s7a1 5035 11s0% Roads to Resovary Grant: $1.898m **eriginally budgeted as amounts specifically for new assets Lo
moved from capital income to epereting inceme
= Interest repayments on Leans te Cammunity Greups 546K ariginally budgeted a1 reimbursements
rvestment Income 183 34 n nan but reclassified in Financial Statermants as required under the Madel Financial Statemants.
Reimbursements 414] 1,052 538 154.1% |» Government Agency Aeimbursements: 3705k (unbudgated storm damage jatsy repairz]
e Incorme " 128 170 300,43 7 Rebates received 5168k actuzl {3133k budgeted) originally budgeted 5 reimburzemants but
reciassified in Financial Statements 31 required under the Model Financial Statements.
[Total 28,087 32,030 3,343 14.0%
EXPENSES
Employes casts 8,500 8787 287 1A%
Materials, contracts & sther sxpeniss 12,726| 15382 636 5.0% | Starm Damage Repairs Jetties 5705k [unbudgeted expendaure)
Depresiation 8,075 5,276 301 3%
= Bank charges 366k actusl {379k budgeted) originally budgeted 3s finance cast but reclassified in
Financial Statements to Materials, contracts and other expenses as required under the Model
Finance Casts 477 334 (83) -17.4% [Financial Statements.
[Total 30,778 31,913 1,141 37%)
OPERATING SURPLL S/[DEFICIT) BEFORE CAPITAL AMOUNT & |2.681) 111 TE0Z[  1041%)
= Disposals and write off of duplicate 3s5ets wimin the Other Azsets ciassificaton not anignally
cucgeted due to Inablity to accurately estimate adjustment value prior to being undertaken: 52.711m
= Dispasals of
= Transparl Infrastricture. S521K
y " . = Plant & Equipment; 5233k
|lasz] an dizpazal or revaluations 10 13,201} [3.211)| -32110.0% - CWMS Intrastruciure: S50k
= Fumiture & Fitings: $50%
= Water Infrastructure: $3k
were not criginally budgeted dus to natilty 1o accurately estmate agjustment value prior o seing
uricertaken
smaunts specificall for new assets 814 2288 [1626) 41,59 [~ Ft030S ta Recovery orginally budgeted as ameunts specifically for new assets reclassiled as
peraling grant In accordance with Mosel Financlial Statements: $1.985n
NET SURPLUS/|DEFICIT) 1.2!3' [802) (4.037) 82 !il
Other P nsive Income
Effecls of adafional Councll assels nol praviously’ Tn The Financial THIE Was ne
arlgnaly nudgeheu oue to |nm|"|5‘ b iw“m&ﬁ' estimate vale P“Of to valuation of assets on acdition 1of
Changes In revaluation surpius - IFPAE a 13 ELE] 100.0% lasset registers:
= Transpeet Infrasiruture: 3253k
= WM FA0K
Total Otner Income 0 353 353 100.0%
[TOTAL COMPREHEN SIVE INCOME 1,233 [443) (1.682) -136.4%

Item 8.2- Attachment 3

Page 28



AUDIT COMMITTEE MEETING AGENDA

25 OCTOBER 2017

W16MT | 201617 201617
Adopted Audited Varlance Varlance Adopted
Budget |  Actual Buagst
sroon) | roon) 18) 1%) ${'000)
AHSETS
Current Asaats
Higher clasing cash balance due to:
» Nan-completion of projects in 2016/17: 51.4m
» Advance payment of 50% of 2017/18 Financial Assistance Grants llocation: $1.144m
Cash & Equivalent Asset 3,495 6526 3,430 9B.1% - ! ’ :
A Equlvaient Asset v » Higher than anticasted trade and ather payables balance 3t 2006/17 year and: 5278k
» Flow o effects of higher than anticpated closing balance at 2015/16 year end
Higher closing trade & other receivables balance dus ta
= 5285k unbudgeted grant and esntribution ameunts invelced in late Jun-17
B k imerease to v receivaable in comparision ta 2015/16 year en
Trade & Other Recaivables 1,548 1,586 80 are% EI!:I crease o rates receveskle comparitia ta 2 :l.$ 18 year and
» 387k unbudgeted storm damage repairs: jetties invoiced in late Jun-17
» 524k in excess water reimbursement invoiced raised in late Jun-17
Irventariaz 777 758 (13) 24%
Total Current Asssta 5,515 5,670 2,051 711%
Non-Current Asasta
Recalvabies
Financial Assets 910 642 (218 -24.0% [Balance of cammunity loans to Council lawer than anticipated
. 338,833 234175 (45,658 1345 Budget Nepf'd prior to 2015,/18 effacts of revalustion of transpart asset class were known, Actusl
Infrastructure, Froparty, Plant & Equipmant 201518 IPPRE balance: 3294 52m
Total Mon-Current dssets|  540,743]  294,867] (45878 -125n
Total Asssts 345362 304537  [41.825) A2.1%
LIABILITIES
Current Liabilitles
Trade & Gther Payables 2,379 210 (278) Outstanding cantracter invoices at year end not = high as anticipated
Borrowings 629 648 13
= Bravision far annual leave was historically budgeted as part current liability / part non-currant
liability. In 2016/17 this was addressed resulting in a shift in the grovision from non-current to
Frovisions 1,69¢) 2273 574 33.8% |current tatalling $218k
> Budget estimate wat anly 3n indiation based on best astimates, Year end figure is actual
prevision outstanding based on s1alf aumbers and makeup
Total Currant Liab aTa7 5.022 15| %
Hon-Current Liabiities
Borrowings 7,317 7.541 224 1%
- Pravision far annual leave was historically budgsted az part currant liailty / part non-currant
liatility. In 2016717 this was addressed resulting in a shift in the gravision from non-current to
Provisians 605 236 (370) -51.1% [current satalling $218k
» Budget estimate was anly an indication based on best estimates, Year end figure is actual
[provision outstanding based on staff numbers and makeup.
Tatal Non-Current Liabillties] 7,923 7077 [] “LE%|
12600] 12098 iCE| 1.3%
aaa.?azi 291738 @1m04)[  1aen
EQUITY
, Budget sdopted price to 2015/16 effects of revalustion of transpart asset class were known. Actusl
a lated Surpl 2,480 10.082) 7502)  306.5%
FEUmUates SurpiE Az o ! 7.602) 2015/16 Accumulated Surplus balance: 35 541m
.  [Budzet 2dapted price to 2015/16 affacts of revaluation of transpart asset class were knawn. Actusl
sset Revalustion B 335455) 300,690 (34,785 -10.4%
Feet Revalustion Reserve b ] 2015/15 A7 balance: $300.34m
Budget estimate was caly an indicative figure based on best estimates. Year and figure & actual
Other Reserves 757 1130 73 48.3% Jamaunt in reserve based on actual incame received and operating and capital expenditure
undertaken during 2016/17
[TOTAL EQUITY REENEY] 91.738 141,534} | 12.6%
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‘Worke Pan

Insula Councll

1TR n Financial Reaults

UNIFORM PRESENTATION OF FINANCES

Capital Expenditure on New/Upgraded dssets
less  Amounts Specifically far MewsUpgraded Assets
less  Proceeds from Sale of Surpivs Assers

Het Cutlays on New and Upgrade Assets jc)

16T | 201617 HRNT

Adopted Auditsd Varlance Varlance Adopted

Budget Actual Budget

[°000) 15} %) $('000)
Dperaling Revenues 520! CETH 14.0% |Rafer ta reagans in Statement af Camprehendive Incames
O Expenses 51,519 1,141 1 7% (Refer to ressant in Statemant of Campraheniive lncame
Operating Surplus/(Deficlt) befors Capltal Amounts {2,691} 111 2,802 ~104.1%
Lass: Nat Cutiays on Existing Assats
creased axpendit =t leticn of autstanding 2015/16 prajects in 2015/17
Capital Expenditure on Renewal/Replacement of Existing Assets 5315 2,288 s R e e e P
» Approval of additional projects by Cauncil during 2016/17
e Depreciation, Amorisatan & mpaiment 8075 8376 E) 3,35 odges st prier to full mpact of remeval of residuals fram Transport Infras
: 2015/16 was knewn.

less  Procesas fam Sale of Replaced Assels 363 47 109 50.0% |Realised better than expected trade-in prices on glant and machinery.
Hot Cutlays on Existin 134711)] 11.533) 1878 -55.1%
Loss: Mot Gutlays on Hew and Upgraded & ssots

Several new/upgrade capital projects incomplete at year end and carried ferward inte 2017,
Refer to reasans in Statement of Comprehensive Income

et Lending / [Borrowing) for FInanclal Year () - (b] - (]

enults
KEY FINANCIAL INC RS
01617 | 201617 01617
Financlal indlcataor Adopted | Audited | varance | varanas Adapted
3000} soon) (] %) 3('000)
Operating Surpius | |Deficit) - $7000 12.591) 111 2,802  -104.1% [Refer to reasans in Statement of Comprenensive lncome
Operating Surplus Ratio - % 7% 0.3% 13% |Result of improved aperating result
6% 10% -16% |Result of higher dasing cash balance due to non-completion of projects in 2016/17 worth 51.4m and
Nat Financial Llabliltles Ratlo - % advance payment of 50% of 2017/1E Financial Assistance Grant payment recei in 2016/17
Aaset Sustalnabiiity Ratlo - % 62% B4% 22% [Higher than anticpated completion of asset renewal projects completed in 2016/17
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8.3 ASSET MANAGEMENT UPDATE

Document #: 17/72469
Department: Assets and Infrastructure Services
PURPOSE

To update the Audit Committee members on Asset Management activities.

RECOMMENDATION
That the report be received.

LINK TO STRATEGIC PLAN
Goal: 2 Community Connected through Infrastructure
Strategy: 2.1 Develop and deliver on Asset Management Plans for all asset classes

2.2 Utilise technology to provide easy access to Council information (e.g. planned
infrastructure works, location of public facilities, events etc.)

2.5 Explore provision of new infrastructure

BACKGROUND

The report provides the Audit Committee with a summary of the works / activities undertaken within
Asset Management.

DISCUSSION

Asset Management Plans

Asset Management Plans for Community Wastewater Management Schemes (CWMS) and Water
Infrastructure were adopted by Council at the October Council meeting.

The Stormwater Asset Management Plan is presented to the Committee at this meeting and is
scheduled for adoption by Council at its November 2017 meeting.

Staff have commenced the development of asset management plans for Plant and Equipment and
Buildings and Other Structures. The Plant and Equipment plan will include major plant, minor plant,
furniture and fittings, while the Buildings and Other Structures plan will include buildings and other
assets such as seawalls.

Conquest

Staff have commenced a review of the Minor Plant Register and Other Assets Register, which are
currently held in Excel format, so that they can be uploaded to Conquest this financial year.

ATTACHMENTS
Nil
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8.4 DRAFT STORMWATER INFRASTRUCTURE ASSET MANAGEMENT PLAN
Document #: 17/74396
Department: Assets and Infrastructure Services

PURPOSE

To advise the Audit Committee that the draft Stormwater Infrastructure Asset Management Plan has
undertaken public consultation.

RECOMMENDATION

That the Audit Committee recommend that Council adopt the Stormwater Infrastructure Asset
Management Plan after consideration of public consultation feedback.

LINK TO STRATEGIC PLAN
Goal: 2 Community Connected through Infrastructure
Strategy: 2.1 Develop and deliver on Asset Management Plans for all asset classes

2.5 Explore provision of new infrastructure

BACKGROUND

As required by the Local Government Act 1999 Council must develop and adopt an infrastructure
and asset management plan, relating to the management and development of infrastructure and
major assets by Council for a period of at least ten (10) years.

The draft Stormwater Infrastructure Asset Management Plan is presented as a way forward in
managing stormwater infrastructure assets. It includes the following:

levels of service;

future demand;

lifecycle management;

financial summary;

plan improvement; and

a proposed ten (10) year capital renewal works program.

DISCUSSION

The draft Stormwater Infrastructure Asset Management Plan underwent public consultation from 14®
September 2017 until 6" October 2017, during which time 2 submissions were received.
Advertisements were placed in the Yorke Peninsula Country Times, and on Council's website and
Facebook page to inform the public that the draft Stormwater Infrastructure Asset Management Plan
was available for public comment. The plan was viewed 44 times on Council’'s website, while also
being viewed 649 times on Facebook.

The first submission raised concerns with stormwater at Progress Park in Hardwicke Bay. Staff have
advised that this has been addressed with works undertaken in May of this year, when a new
soakage pit was installed and that the area will be monitored and if further work is required this will
be undertaken when resources are available.

The second submission raised concerns in regard to stormwater management at Gulfview Road in
Stansbury.

The draft Stormwater Infrastructure Asset Management Plan has been developed to demonstrate
responsive management of stormwater assets, including the services provided from these assets;
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compliance with regulatory requirements; and to communicate the funding needed to provide the
required levels of service over the ten (10) year planning period.

The draft Stormwater Infrastructure Asset Management Plan takes into account Council's Asset
Management Policy (PO128), Strategic Management Plan, Long Term Financial Plan (LTFP),
Annual Business Plan and budget.

Yorke Peninsula Council owns and maintains a stormwater drainage network to enable the effective
disposal of stormwater runoff throughout its district. In the townships of Ardrossan, Maitland and
Minlaton there are also reuse facilities, which allow for stormwater to be captured and then reused
in parklands.

Stormwater assets were categorised and uploaded into Conquest, Council’'s Asset Management
Software, as part of a revaluation process in September 2015. These assets have a replacement
value of $12.1 million.

The draft Stormwater Infrastructure Asset Management Plan shows that the projected outlays
necessary to provide stormwater services; including operations, maintenance, renewal and upgrade
of existing water assets over the ten (10) year planning period s
$2.45 million or $245,000 on average per year. The estimated available funding included in the
LTFP for this period is $1.82 million or $182,000 on average per year. This equates to 75% of the
cost to provide these services, which results in a funding shortfall of $75,000 on average per year.

The draft Stormwater Infrastructure Asset Management Plan will be used as a guide for Council to
develop future budgets and capital works programs. In addition, further development of the asset
condition profile of the stormwater network and the continued review of useful lives of each asset
category will enhance the planning of capital renewal and replacement programs.

COMMUNITY ENGAGEMENT PLAN

Level 2 Consult — Public Notice placed in the Yorke Peninsula Country Times, on Council’s website
and Facebook page.

CONSULTATION PROCESS
In preparing this report, the following Yorke Peninsula Council officers were consulted:
o Corporate Management Team
o Asset Manager
e Works Manager
e Operations Manager
¢ Infrastructure Manager
¢ Manager Financial Services
¢ Accountant Financial Operations
In preparing this report, the following External Parties were consulted:
e Nil
POLICY IMPLICATIONS
P0O128 Asset Management Policy

BUDGET AND RESOURCE IMPLICATIONS

The draft Stormwater Infrastructure Asset Management Plan has been developed using the current
Long Term Financial Plan. The expenditure and valuation projections in the draft Stormwater
Infrastructure Asset Management Plan are based on the best available data.
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The draft Stormwater Infrastructure Asset Management Plan provides Council with a guide to ensure

that sufficient funding is available to maintain the stormwater network at an appropriate level over a
10 year planning period.

RISKS/LEGAL/LEGISLATIVE/ IMPLICATIONS

Local Government Act 1999

ATTACHMENTS

1. Draft Stormwater Infrastructure Asset Management Plan (under separate cover)
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8.5 RISK MANAGEMENT REPORT

Document #: 17/72727
Department: Corporate and Community Services
PURPOSE

The Risk Management Officer presents an update on the progress of Council’'s Risk Management
Framework.

RECOMMENDATION

That the report be received.

LINK TO STRATEGIC PLAN
Goal: 5 Responsible Governance
Strategy: 5.5 Undertake effective risk management

5.8 Continuous improvement of Council processes

BACKGROUND

The objective of the Yorke Peninsula Council’'s (Council) risk management framework is to provide
an essential and coherent link between our strategic goals, our risk management policies,
procedures, processes and our day to day activities

DISCUSSION

This report provides a status update on risk management activity performed from August to
September 2017, including:

. Risk Management LGAMLS Review Action Plan (under separate cover)
. Risk Maturity Assessment Action Plan (under separate cover)
This report provides a schedule of activities planned for 2017.

COMMUNITY ENGAGEMENT PLAN
Not applicable

CONSULTATION PROCESS

In preparing this report, the following Yorke Peninsula Council officers were consulted:
. Manager People and Culture; and

. Risk Management Officer.

In preparing this report, the following External Parties were consulted:

. Nil

POLICY IMPLICATIONS

PO091 Risk Management Policy

PR098 Risk Management Procedure
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BUDGET AND RESOURCE IMPLICATIONS
Not applicable

RISKS/LEGAL/LEGISLATIVE/ IMPLICATIONS
Local Government Act (SA) 1999

Work Health and Safety Act (SA) 2012

Work Health and Safety Regulations (SA) 2012

ATTACHMENTS
Nil
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8.6 INTERNAL AUDIT ACTIVITY REPORT

Document #: 17/73387
Department: Executive Services
PURPOSE

The Business Improvement Officer presents an update on recent Internal Audit Activity.

RECOMMENDATION
That report be received

LINK TO STRATEGIC PLAN
Goal: 5 Responsible Governance
Strategy: 5.1 Openness and transparency of reporting Council’'s performance
5.3 Meet all legislative requirements and compliance with Council’s internal controls

5.8 Continuous improvement of Council processes

BACKGROUND

The objective of the Yorke Peninsula Council’'s (“Council”) internal audit function is to enhance
business performance by ensuring compliance with policies and procedures and recommending
improvements in process effectiveness, efficiency and economy.

DISCUSSION

This report provides a status update on the Internal Audit activity performed in September and
October 2017. The following activities have occurred:

- Rates Revenue Review has been completed
- Elected Member Expenses Review completed

The latest status information on audit agreed actions has also been provided as part of this report.

COMMUNITY ENGAGEMENT PLAN
Not applicable

CONSULTATION PROCESS
In preparing this report, the following Yorke Peninsula Council officers were consulted:
e Chief Executive Officer
e Corporate Management Team
e Senior Rates Officer / Accounts Receivable
e Manager Financial Services
In preparing this report, the following External Parties were consulted:
e Nil
POLICY IMPLICATIONS
PO156 Internal Financial Control
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BUDGET AND RESOURCE IMPLICATIONS
Not applicable

RISKS/LEGAL/LEGISLATIVE/ IMPLICATIONS
Local Government Act (SA) 1999

ATTACHMENTS

1. Internal Audit Activity Report - attachment - Audit Committee Meeting - October 2017

2. Internal Audit Report - Rates Revenue - attachment - Audit Committee Meeting - October
2017

3. Internal Audit Report - Elected Members Expenses attachment - Audit Committee
Meeting - October 2017

4. Implementation of Agreed Actions - attachment - Audit Committee Meeting - October

2017
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Internal Audit Activity Report
(September — October 2017)

1. INTERNAL AUDIT PLAN
The following table highlights the status of audit projects:

No.

Project

Scope Overview

Project Status

1

Procurement Part 2
- Tendering &
Contracts

Fuel Management

Borrow Pit
(Rubble)
Management

Elected Member
Expenses

Equipment testing
and compliance
data review

Procurement Part 3
— Procurement
Officer Review

Financial
Management —
Rates/Rate
Rebates

Controls Update (IT
Access)

Ongoing
compliance audits

The second stage of the procurement project
will address tendering and contract processes
and assess compliance with newly developed
policies and procedures.

As requested by the CEO, Internal Audit will
collate and review fuel data for all administration
and ute vehicles for s time period to determine
the average litres used per 100kms.

Additional review or recommendation may be
required based on the outcomes.

A review of the controls in place with regard to
the purchase, storage and usage of rubble to
determine if Council's operational practices are
reflected in, and match, financial tracking
procedures.

Review to confirm correct payment of
allowances, reimbursement of expenses and
accurate and timely recording in legislated
registers.

As requested by the CEO, Internal Audit will
perform a review of the costs associated with
external contractors undertaking variance
compliance testing of equipment, for example
electrical tagging and testing, playground audits
and fire equipment testing.

A report will outline potential improvements in
the way these tests are undertaken.

Considering the two recent procurement audit
completed, the CEO has requested that Internal
Audit undertake a review of the benefits,
drawbacks and costs associated to implement a
dedicated Procurement Officer.

A review of rate and rate rebate controls
including processes for correct calculation of
rate invoices, application of rebates and
changes and access to the property master file.

After discussions with External Audit, testing of
IT application controls will be a priority for the
FY17.

Undertake regular spot checks of key
compliance areas.

Project completed

Project completed

Not started

Project completed

Project completed

Report is no longer
applicable

Project completed

Not started

Petty Cash & Cash
Floats completed
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No. Project Scope Overview Project Status
(petty cash, Corporate
Corporate Purchase Cards
Purchase Cards & completed

caravan parks)

2. IMPLEMENTATION OF AGREED ACTIONS (INTERNAL AUDIT AND EXTERNAL
AUDIT)

An update on the implementation of proposed actions resulting from internal and
external audit activities is provided in the attachments.

The latest status information has been provided by the officers responsible for the
implementation.
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Internal Audit Report — Rates Revenue
October 2017

For Distribution:

David Harding Director Corporate and Community Services
Sid Jain Manager Financial Services

Mark Austin Senior Rates Officer

Kerry Hage Rates Officer

For Information:
Andrew Cameron Chief Executive Officer
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Executive Summary

Background

The rate revenue function is an integral part of Council’s financial operations; therefore a review of the
system was included in the current Internal Audit Plan. In 2013, consulting firm, UHY Haines Norton,
assisted Yorke Peninsula Council ("YPC’) in developing a detailed set of Rating Procedures. Internal
Audit used these procedures to identify key controls and test current rating processes.

Rating Policy

YPC rates represent the most significant source of income for Council, making up approximately 75%
of operating income. As per Council's FY18 Annual Business Plan, operating revenue is made up of the
following components:

Rates and Charges $21.9m
Statutory Charges $0.3m
User Pay Charges $3.0m
Grants and Subsidies $3.9m

Investment, Eamings, Reimbursements and Other Income | $0.6m

YPC sets rates under the Local Government Act of South Australia 1999 (the Act) and in line with YPC's
Rating Policy. YPC uses capital value for valuing land and applies general rates in the dollar across six
different categories. The structure of the rating system is as follows:

¢ Use of afixed charge;
« Differential rates for various land use categories and;
* A comprehensive set of rebates.

Annually YPC declares rates and adopts property valuations, as supplied by the Valuer-General's
Office. Rate payments are due quarterly in September, December, March and June, but can be paid in
full at any time. There are various methods rate payers can use to pay rate invoices.

YPC falls within the Northern & Yorke Natural Resources Management (NRM) Board area and as such
Council is required, pursuant to the Natural Resources Management Act 2004, to collect funds on behalf
of the NRM to assist in funding the operations of the Board. Council does not retain or determine how
the funds are spent.

Rate rebates

Mandatory rebates legislated under the Act requires Council to rebate the rates and other services
payable on land used for certain purposes. These include health services, community services, religious
purposes, public cemeteries, Royal Zoological Society of SA and for education purposes. Discretionary
rebates may also be granted by Council in line with Section 166 of the Act.

Late payments

YPC imposes a 2% fine for rates amounts not received by the due date, with additional interest then
charged each month for the amount in arrears.

Council has a very stringent policy and procedure to manage and recover overdue debts — PO048
Management & Recovery of Outstanding Debts Policy. Debt collection practices are applied to all debts
(rates and sundry debtors) which have been outstanding for 30 days past the due date for payment.
This includes reminder letters, demands for payment and legal action. The policy outlines Councils rights
in accordance with Section 184 of the Local Government Act 1999, where Council may sell land for the
non-payment of rates.

The Director Corporate & Community Services will report to Council in regard to any rate debtors that
have remained unpaid following implementation of recovery action, and are in arrears for three years or
maore, which YPC did in March 2015.
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Objectives & Scope
The objective of this review was to assess the rate revenue and rate rebate functions including:

¢ Processes for correct calculation of rate invoices;

* Application of rebates and charges;

* Rates generation;

* Receipting of payments;

s Collection of overdue amounts;

s Credit notes, adjustments and managing debts write offs; and
s |T Access to the rating and property master file.

Key Findings

Details of alf findings and recommendations identified during the review are included in Appendix 1;
however one moderate finding is highlighted below:

1. Non-rateable There are a number of properties throughout the Council area that are ‘non-
properties rateable’, predominately Council owned land. A field is used in Authority to flag
non-rateable properties, essentially meaning no rates are raised against that land

parcel.

Through discussions with the Senior Rates Officer, it was noted that there is no
Authority Audit report available which shows changes to the non-rateable flag in
Authority.

A Non-Rateable Report is produced as part of the declaration of rates, however
this only lists the non-rateable properties at a point in time.

Furthermore, it was noted that there is no detailed review of the non-rateable
Council properties; Rates Officers will review those properties that are owned by
others but not those by Council.

A regular review of the non-rateable report should be undertaken to ensure that
the information remains pertinent.

Consequence Likelihood 'Risk Level
‘Moderate

Minor Possible

Internal Audit Opinion

Based on the work and testing performed, Internal Audit is of the opinion rates controls are effective,
however there are some issues that should be actioned and recommendations within Appendix 1
considered.

We would like to take the opportunity to thank Mark Austin and Kerry Hage for their assistance and co-
operation during the review.

Amanda Pitt
Business Improvement Officer

Email: amanda.pitt@yorke.sa.gov.au
Phone: 8832 0000
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Appendix 1 — Detailed Findings

1.1 Non-rateable properties

There are a number of properties throughout the Council area that are ‘non-rateable’, predominately Council
owned land. A field is used in Authority to flag non-rateable properties, essentially meaning no rates are
raised against that land parcel.

Through discussions with the Senior Rates Officer, it was noted that there is no Authority Audit report
available which shows changes to the non-rateable flag in Authority.

A Non-Rateable Report is produced as part of the declaration of rates, however this only lists the non-rateable
properties at a point in time.

Furthermore, it was noted that there is no detailed review of the non-rateable Council properties, Rates
Officers will review those properties that are owned by others but not those by Council.

Internal Audit performed a sample review of the non-rateable property listing to ensure that all those named
as Council properties were in fact council amenities and were not being used for other purposes. There are
1168 assessments on this report, internal audit spot checked 50 assessments and found one that appears
to have cropping being performed on the land without an attached lease agreement.

A regular review of the non-rateable report should be undertaken to ensure that the information remains
pertinent.

Consequence Likelihood

Minor Possible Moderate

2. It is recommended that the Senior Rates Officer work with IT staff to investigate if a report can be
developed or is available through Authority that shows changes to the non-rateable flag within a time
period and this can be reviewed for appropriateness.

3. Furthermore, a process to regularly spot check the current non-rateable properties list should be
implemented to ensure that information is accurate and current arrangements are in place for any
‘Council’ land that is being utilised.

Management Response and Agreed Action: Prior to next rating year the Rates department will be
undertaking a full review of all non-rateable properties to make sure that they remain non-rateable and meet
the legislative requirements and the statuses of any land have not changed - i.e. churches not being utilised
as churches and being sold off etc.

In addition, Prior to the next Rating Year the Rates department will be undertaking a review of all Rate
Rebates to ascertain if they are relevant and will be looking at having all Rebate holders to re-apply for
rebates as part of this review process (some rebates were approved historically so it is timely that we make
sure they are still relevant and still meet rebate provisions).

Responsibility: Mark Austin, Senior Rates Officer
Due Date: 30 June 2018
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2.1 Rates Outstanding Debtors

Council has a very stringent policy and procedure to manage and recover overdue debts — PO048
Management & Recovery of Outstanding Debts Policy. Debt collection practices will be applied to all debts
(rates and sundry debtors) over $50 that are not subject to dispute which have been outstanding for 30 days
past the due date for payment. This includes reminder letters, demands for payment and legal action.

The Senior Rates Officer has a rigorous process to review and document overdue rates receivables. A report
of all outstanding debtors is provided to the Manager of Financial Services as part of end of month reporting
which is used to report to external auditors, however there is currently no report provided to Management to
ensure they have visibility of outstanding rate debt, the current status and actions occurring for overdue
amounts.

There is a risk that outstanding debts are not recovered or followed up in a timely manner and/or Management
are unaware of the current levels of outstanding debts or difficulties encountered in recovering debt.

Consequence Likelihood

Insignificant Possible Low

It is recommended that the Senior Rates Officer implement a quarterly outstanding debts report to be
presented to CMT or Finance Management identifying long outstanding debt and current actions taking place.

Management Response and Agreed Action: An aged debt strategy is being developed which will include:

1. Completing a snapshot of our aged debt at present and Categorising into the following:
¢ Longer Term Aged Debt (3 + years) and detailing each debt — what recovery action has been
undertaken and the strategies moving forward
« Middle Term aged debt (1-2 years and either stopped payment arrangements or the payment
arrangements are not meeting yearly rate (i.e. the debt increasing each year) —what recovery action
has been undertaken and the strategies moving forward
¢ Short Term Aged Debt (2 quarters to 1 year in arrears) — same as above and if not payment
arrangements in place then looking what is required to make sure they are up to date by the end of
the current rating year
2. From this the Senior Rates Officer is developing a Debt Recovery Strategy and Operation Plan on how
we recover aged debts within reasonable timeframes.

Responsibility: Mark Austin, Senior Rates Officer
Due Date: 31 December 2017
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3.1 Rates Adjustments, Journals and Reversals

Through discussions with the Senior Rates Officer it was noted that journals are raised from time to time to
make ‘adjustments’ against debtor accounts (including rates accounts), generally to fix incorrect transactions.
Journals are raised and the preparer will document the adjustment using a manual journal form which is
signed off by an independent reviewer. A similar process is required for reversals of receipts.

This control relies on the preparer documenting the journal and seeking approval, there is no system
generated report that identifies all adjustments made to rate debtor accounts that is then independently
reviewed.

In addition, Internal Audit confirmed that a review of rates staff accounts is performed on a regular basis,
however there is no review of any other staff accounts, primarily to verify that any adjustment or journals are
appropriately applied.

Without a system generated journals report being reviewed there is a risk that adjustments, write offs and/or
reversals are applied inappropriately.

Consequence Likelihood |Risk Level

Insignificant Possible

1. Inthe first instance it is recommended that the Senior Rates Officer work with IT staff to investigate if an
‘adjustments’ type report can be developed or is available through Authority.

2. Further work will need to be undertaken if a system generated report cannot be implemented; Rates Staff
should implement a process to regularly review staff accounts on a sample basis and ensure any
transactions appear appropriate.

Management Response and Agreed Action: We presently do not have reporting controls for Rating
Journals. We will be implementing a monthly reporting control for these Journals; the same as we do for
Credit Notes for Debtors. Therefore all Journals processed for Rates will be reviewed (whilst noting that
current paperwork is checked and authorised by the Senior Rates Officer.

Responsibility: Mark Austin, Senior Rates Officer
Due Date: 31 December 2017
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4.1 Finance Manual — Rate Revenue Function

In 2012/13, consulting firm, UHY Haines Norton, assisted YPC in developing a detailed set of Rating
Procedures. The procedures are extensive and set out each of the tasks required for the generation of rates
each year,

Internal Audit reviewed the Finance Manual — Rate Revenue Function and identified the key controls for audit
testing from the procedures, however the procedures have not been reviewed since inception and some
rating processes have now changed. In particular, Internal Audit noted the following areas require updating:

+ How land valuation information is received from the Land Service Group;

* The checklist and timetable in the procedures document is generic and not specific to each year. There
is an opportunity to use a checklist and timeline for each year to allocate responsibility and check off that
key activities have occurred throughout the rates modelling process;

« The processing of concessions has changed significantly, Council no longer are required to allocate
concessions, instead government agencies pay a set amount to all concession holder;

« The 'non-rateable’ properties process is not included in the Rating Procedures document.

Consequence Likelihood ‘RiskLevel

Insignificant Possible

It is recommended the Finance Manual — Rate Revenue Function procedures are reviewed and updated in
accordance with current processes.

Management Response and Agreed Action: We will be reviewing and updating our current procedure
manual to make sure it is up to date and takes into account any changes in our processes and changes with
the Computer Programs.

Responsibility: Mark Austin, Senior Rates Officer
Due Date: 31 March 2018
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Appendix 2 — Responsibility Statement

This report was prepared in accordance with the scope document as agreed to by management and the
Executive Summary of this report.

The services provided in connection with this engagement comprise an advisory engagement which is
not subject to Australian Auditing Standards or Assurance Engagements and consequently no opinions
on conclusions intended to convey assurance will be expressed.

Due to the inherent limitations of any internal control structure, it is possible that fraud, error or non-
compliance with laws and regulations may occur and not be detected.

Further, the internal control structure, within which the control procedures that have been subject to the
procedures | performed operate, has not been reviewed in its entirety and, therefore, no opinion or view
expressed as to its effectiveness of the greater internal control structure.

The procedures performed were not designed to detect all weaknesses in the control procedures as
they are not performed continuously throughout the period and the test performed on the control
procedures are on a sample basis.

Any projection of the evaluation of control procedures to future periods is subject to the risk that
procedures may become inadequate because of changes in conditions, or that the degree of compliance
with them may deteriorate.

The matters raised in the report are only those which came to the attention of the Internal Auditor during
the course of performing procedures and are not necessarily a comprehensive statement of the
weaknesses that exist or improvement that might be made. The Internal Auditor cannot, in practice,
examine every activity and procedure, nor can they be a substitute for management’s responsibility to
maintain adequate controls over all levels of operations and their responsibility to prevent and detect
irregularities, including fraud. Accordingly, management should not rely on the report to identify all
weaknesses that exist in the systems and procedures under examination or potential instances of non-
compliance that may exist.

Any reliance placed on internal audit reports and associated working papers, by a third party, are that
party’s sole responsibility.
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Internal Audit Report —

Elected Member Expenses
August 2017

Agriculturally rich~Naturally beautiful

For Distribution:
Andrew Cameron Chief Executive Officer
Jackie Reddaway Executive Assistant to the CEO and Mayor
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Executive Summary

Background

Elected Members are eligible for a number of allowances and provisions to compensate them for
undertaking their public office position. This eligibility is determined by several documents, including:

s Council Policy PO089- Elected Member Entitlements, Facilities, Services and Expenses;

e Local Government Act 1999 — Part 5 Allowances and Benefits, Section 76-80;

¢ The Remuneration Tribunal Determination of Allowances for members of Local Government
Council — Determination 7 of 2014;

e \arious LGA circulars advising annual percentage adjustments.

Elected Member expenses are administered and approved by the Executive Assistant to the Chief
Executive Officer ('CEQ’) and Mayor, and allowances are approved by the Manager Financial Services
before being processed by Accounts Payable.

An audit of Elected Member expenses has been approved in the 2017-2019 Audit Plan and seeks to
confirm correct payment of allowances, reimbursements of expenses and accurate and timely recording
in the legislated Register.

Objectives & Scope

The objective of the review was to ensure:
¢ All Elected Member expenses are in accordance with the Remuneration Tribunal determinations;
s Expense reimbursement forms are completed when claiming expenses and correctly authorised;

e The Register — R0O03 Elected Members Allowances and Benefits (‘the Register’) is maintained by
the Executive Assistant to the CEO / Mayor, is publicly available, the level and nature of expenses
reimbursed is recorded appropriately; and

+ Claims are in accordance with Policy PO089 — Elected Member Entitlements, Facilities, Services
and Expenses.

Key Findings

There were a number of controls tested that indicate a sound process in relation to Elected Member
reimbursement, including:

e The Register is maintained by the Executive Assistant to the CEO / Mayor on a quarterly basis;

e All Elected Member annual allowances are in line with the Remuneration Tribunal determinations
and subsequent adjustments as advised by the LGA circulars;

e The claims reviewed all had the appropriate SF200 form completed and authorised; and

¢ All claims reviewed by Internal Audit were determined as valid and accurately paid, however a
number of test claims were not within the dollar limits set in Policy PO089 - Elected Member
Entitlements, Facilities, Services and Expenses, refer to the finding details below.

Details of all findings and recommendations identified during the review are included in Appendix 1.

Internal Audit Opinion

Based on the work and testing performed, Internal Audit is of the opinion that the controls relating to
Elected Member expenses are mostly effective but there are areas that could be improved and these
are highlighted in Appendix 1: Detailed Findings.
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We would like to take the opportunity to thank Jackie Reddaway, Mel Hoyle and Chloe Brown for their
assistance and co-operation during the review.

Chelly Litster
Business Improvement Officer

Email: chelly.litster@yorke.sa.gov.au
Phone: 8832 0000
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Appendix 1 — Detailed Findings

1.1 PO089 Elected Member Entitlements, Facilities, Services & Expenses Compliance

Council Policy PO089 was generally complied with, however there were some exceptions relating to
overspend on travel limits. Samples were taken from the Corporate Purchase Cards and Expense
Reimbursements and tested against the limits approved by Council. A number of transactions were
found to be over the spend limit, however all exceptions were approved by the CEO as required by the
Policy.

Overspend and not adhering to Policy limits creates the risk of negative community perception.

Consequence Likelihood  [RISKIEEVEINN

Insignificant Likely

1.2 Recommendations

It is recommended that PO089 is reviewed annually and updated with spend limits set based on current
market conditions.

1.3 Management Responses

Management Response and Agreed Action: Agreed, policy will be reviewed and updated.
Responsibility: Andrew Cameron, Chief Executive Officer
Due Date: 31 December 2017
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2.1 Elected Member Allowances and Benefits Register

The Register is well documented and updated, however there are a few minor amendments that need
to be made:

1. The time travel allowance is not currently reflected for all eligible Elected Members;

2. Reimbursed expenses need to be added to the Register as per the requirements of the Local
Govemment Act 1999; and

3. Allowance adjustments are not recorded on the Register as a reference or filed in the document
management system for reference.

There is minimal risk associated with this finding, however the requirements of the Local Government
Act 1999 are fairly specific and to fulfil Council's obligation to this Act, all required data should be
recorded on the Register.

Consequence Likelihood

Insignificant Possible Low

It is recommended that the Register is updated to rectify the issues above. The LGA circulars pertinent
to allowance adjustments are saved and/or documented for easy reference and auditing purposes.

Management Response and Agreed Action: The Executive Assistant CEO / Mayor has worked with
the Accountant — Financial Management to reconcile FY17 Elected Member expenses from Authority to
the register. Going forward, the Accounts Payable Officer is going to provide a copy of all remittances
to be added to the register at the point of payment.

Responsibility: Executive Assistant to CEO / Mayor
Due Date: Completed
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3.1 Documentation

Every quarter (or monthly for the Mayor), invoices are created by the Finance Team to issue allowances
to Elected Members for that time period. Each invoice copy is retained in the payment batch file, however
the invoices are created by overwriting the previous quarter’s information.

When adjustments are advised, the Team update the template and that is also overridden. No copy is
retained electronically, which would assist with auditing requirements and ensuring amounts are
accurately calculated and recorded. The Remuneration Tribunal Determination plus all the annual
adjustment LGA Circulars could also be kept in this folder to localize the information.

Consequence Likelihood
Insignificant Possible

It is recommended that a new container be created in Council's RM8 document management system
specifically related to Elected Member expenses and all invoicing and allowance documentation is
retained in that container.

3.2 Recommendations

3.3 Management Responses

Management Response and Agreed Action: Agreed, an RM8 container will be set up to retain all
documentation relating to Elected Member expenses, allowances and reimbursements.

Responsibility: Executive Assistant to the CEO / Mayor

Due Date: Completed
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4.1 Travel and Expense Consistency

It was noted in one instance that kilometres claimed between a principal residence and the Minlaton
Council Chambers varied often with up to eight (8) kilometres difference. Checks on other member
claims, reflected a standard kilometre distance claimed between the principal residence and Council
locations as should be the norm.

It was noted that a phone allowance was in place to one member. This was granted on a historical policy
and was appropriate at that time, however current policy does not allow for this and should therefore be

revoked.
Consequence Likelihood
Insignificant Possible
3.3 Recommendations

It is recommended that the most direct route between all principal residences and the meeting location
be determined and then that distance used as the standard claim for meetings at each Council location
or regular meeting point. Furthermore, Internal Audit noted that the phone allowance was revoked
immediately once identified.

3.3 Management Responses

Management Response and Agreed Action: Agreed and completed

Responsibility: Executive Assistant to the CEO / Mayor
Due Date: Completed
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Appendix 2 — Responsibility Statement

This report was prepared in accordance with the scope document as agreed to by management and
Australian auditing standards subject to the following limitations:

*» Procedures were designed to provide limited assurance as defined by the Australian auditing
standards, which recognizes that absolute assurance is rarely attainable due to such factors as the
use of judgment in gathering and evaluating evidence and forming conclusions, the use of selective
testing, and because much of the evidence available to the auditor is persuasive rather than
conclusive in nature.

= Because of the inherent limitation of any internal control structure, it is possible that errors or
irregularities may occur and not be detected. Procedures were not designed to detect all
weaknesses in control procedures and they were not performed continuously throughout the period
and the tests performed are on a sample basis.

= Any projection of the evaluation of the controls procedures to future periods is subject to the risk the
systems may become inadequate because of changes in condition, or the degree of compliance
with them may deteriorate.

» The matters raised in the report are only those which came to the attention of the Internal Auditor
during the course of performing procedures and are not necessarily a comprehensive statement of
the weaknesses that exist or improvement that might be made. The Internal Auditor cannot, in
practice, examine every activity and procedure, nor can they be a substitute for management’s
responsibility to maintain adequate controls over all levels of operations and their responsibility to
prevent and detect irregularities, including fraud. Accordingly, management should not rely on the
report to identify all weaknesses that exist in the systems and procedures under examination or
potential instances of non-compliance that may exist.

= Any reliance placed on internal audit reports and associated working papers, by a third party, are
that party’s sole responsibility.
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Implementation of Agreed Actions

This report provides an update on the implementation of proposed actions resulting from:

1. Internal audit activities;
2. Internal controls project; and
3. External audit activities.

The latest status and comment information has been provided by the officers responsible for the
implementation.

Please note that a separate report has been developed to follow up specific Procurement Internal Audit
Agreed Actions.

1|Page
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1. Internal Audit Activities

Policy Compliance Audit — July 2016
Undertaken by Minter Ellison (External Legal Firm)

Finding Name

1. PO139

Agreed Action

Update Treasury Management Policy accordingly.

Equipment Testing and Compliance Cost Review — July 2017

Finding Name

1. InHouse
Resource
Comparison

2. Internal
Inspection
Checklists

Agreed Action

Corporate Management Team (CMT) consider the
benefits and implications of employing an in-house
resource to undertake specific inspection and
equipment testing activity within Council.

All internal inspection checklists are reviewed and
updated, in accordance with relevant legislation or
regulations (where required). Staff undertaking
inspections are notified and trained in any
changes to the inspections and inspection
checklists.

Responsible
Officer

Manager
Financial
Services

Responsible
Officer

Chief
Executive
Officer

Operations
Manager

Due Revised Status
Date Due Date

01/02117 30/06/17 Completed
Due Revised Status
Date Due Date

311217

31/0118

Comments

An update to the Treasury
Management Policy was presented to
Audit Committee in September and
approved by Council in October.

Comments

This action has been entered onto the
CMT agenda for October 2017 and
direction will be discussed.
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Rates Revenue Review — September 2017

Finding Name

1. Rates
Adjustments,
Journals and
Reversals

2. Rates
Outstanding

!
[17]
(=
=4
g
w

3. Non-rateable
properties

4. Finance
Manual — Rate
Revenue
Function

Agreed Action

In the first instance it is recommended that the
Senior Rates Officer work with IT staff to
investigate if an "adjustments’ type report can be
developed or is available through Authority.

Further work will need to be undertaken if a system
generated report cannot be implemented; Rates
Staff should implement a process to regularly
review staff accounts on a sample basis and
ensure any transactions appear appropriate

It is recommended that the Senior Rates Officer
implement a quarterly outstanding debts report to
be presented to CMT or Finance Management
identifying long outstanding debt and current
actions taking place.

It is recommended that the Senior Rates Officer
work with IT staff to investigate if a report can be
developed or is available through Authority that
shows changes to the non-rateable flag within a
time period and this can be reviewed for
appropriateness.

Furthermore, a process to regularly spot check the
current non-rateable properties list should be
implemented to ensure that information is
accurate and current arrangements are in place for
any ‘Council’ land that is being utilised.

It is recommended the Finance Manual — Rate
Revenue Function procedures are reviewed and
updated in accordance with current processes.

Responsible Due Revised Status
Officer Date Due Date

Senior Rates  31/01/18

Officer

Senior Rates | 31/12/17

Officer

Senior Rates = 30/06/18

Officer

Senior Rates = 31/12/17

Officer

Comments
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Elected Members Expenses Review - August 2017

Finding Name

1.

PO089
Compliance

Elected
Member
Allowances
and Benefits
Register

Documentatio

II:,

Travel and
Expense
Consistency

Agreed Action

It is recommended that PO089 is reviewed
annually and updated with spend limits set based
on current market conditions.

It is recommended that the Register is updated to
rectify the issues above. The LGA circulars
pertinent to allowance adjustments are saved
and/or documented for easy reference and
auditing purposes.

Itis recommended that a new container be created
in Council's RM8 document management system
specifically related to Elected Member expenses
and all invoicing and allowance documentation is
retained in that container.

It is recommended that the most direct route
between all principal residences and the meeting
location be determined and then that distance
used as the standard claim for meetings at each
Council location or regular meeting point.
Furthermore, Internal Audit noted that the phone
allowance was revoked immediately once
identified.

Responsible
Officer

Chief
Executive
Officer

Executive
Assistant to
CEO / Mayor

Executive
Assistant to
CEO/ Mayor

Executive
Assistant to
CEO / Mayor

Due
Date

3111217

311217

311217

311217

Revised
Due Date

Status

Completed

Completed

Completed

Comments

Palicy is currently being reviewed and
comparison to model policy from LGA.
Updated policy will go to November

2017 Council meeting for
endorsement.
Register has been updated

accordingly and published on website.

Action completed immediately once
identified.

Action completed immediately once
identified.
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External Audit - 2015/2016 Findings

Finding Name

1. System
Access
Review
Risk Level

High

2. General

Ledger
Maintenance

Agreed Action

Review staff system access levels, including
network folders and files, to ensure that staff do
not have inappropriate access to information.

Procedures to be developed that document
maintenance processes for GL accounts. Use
exception reports to identify and review changes
made to Gl

Responsible
Officer

Manager
Financial
Services

Accountant,
Financial
Management

Due
Date

31/01/16

310117

Revised
Due Date

3012117

31107

Status

Completed

Not Started

Comments

IT has rolled out a role based security
module in Authority to the business in
September 2017. User access was
completely reviewed and updated.

Due to Finance workload, this will not
be completed until 2" quarter of FY18
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CONFIDENTIAL AGENDA

9

9.1

CONFIDENTIAL ITEMS

PROVISION OF EXTERNAL AUDIT SERVICES - TENDER 173-2017

RECOMMENDATION
Section 90 (3) (k) Order

1. That pursuant to Section 90(2) & (3) of the Local Government Act 1999, the Audit Committee

orders, that the public be excluded from the meeting with the exceptionof the Mayor, Chief
Executive Officer, Director Corporate and Community Services, Executive Assistant to the
Director Corporate and Community Services and Manager Financial Services.

The Audit Committee is satisfied that, pursuant to Section 90 (3) (k) of the Act, the information
to be received, discussed or considered in relation to report 9.1 Provision of External Audit
Services Tender 173-2017 is confidential information relating to:

(k) tenders for the supply of goods, the provision of services or the carrying out of works.

Accordingly, the Council is satisfied that the principle which states the meeting be conducted
in a place open to the public has been outweighed in the circumstances.

Section 91 (7) Order

That having considered report 9.1 Provision of External Audit Services - Tender 173-2017,
in confidence under Section 90 (2) and (3) (k) of the Local Government Act 1999, the Audit
Committee, pursuant to section 91 (7) of that Act orders that the agenda report, and
supporting documentation relevant to report 9.1 Provision of External Audit Services — Tender
173-2017 be retained in confidence for a period of 12 months.
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10 GENERAL BUSINESS
11 NEXT MEETING
Wednesday 13 December 2017

12 CLOSURE
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