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SHIRE OF YORK
MINUTES OF THE AUDIT COMMITTEE
HELD ON 2 JULY 2018 COMMENCING AT 3.05PM
IN COUNCIL CHAMBERS, YORK TOWN HALL, YORK

1.

OPENING

1.1

Declaration of Opening
Cr David Wallace, Shire President, declared the meeting open at 3.05pm.

1.2

Disclaimer
The Shire President advised the following:
“I wish to draw attention to the Disclaimer Notice contained within the agenda document
and advise members of the public that any decisions made at the meeting today, can be
revoked, pursuant to the Local Government Act 1995.
Therefore members of the public should not rely on any decisions until formal notification
in writing by Council has been received. Any plans or documents in agendas and minutes
may be subject to copyright. The express permission of the copyright owner must be
obtained before copying any copyright material.”

1.3

Standing Orders
Local Government (Council Meetings) Local Law 2016

1.4

Announcement of Visitors
Nil

1.5

Declarations of Interest that Might Cause a Conflict
Nil

1.6

Declarations of Financial Interest
Nil

1.7

Declarations of Interest that May Affect Impartiality
Nil
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2.

ATTENDANCE

2.1

Members
Cr David Wallace, Shire President; Cr Kevin Trent, Deputy Shire President;
Cr Denese Smythe; Cr Jane Ferro; Cr Pam Heaton; Cr Denis Warnick

2.2

Staff
Paul Martin, Chief Executive Officer; Suzie Haslehurst, Executive Manager Corporate &
Community Services

2.3

Apologies
Cr Heather Saint

3.

CONFIRMATION OF MINUTES OF PREVIOUS MEETING

3.1

Minutes of Audit Committee Meeting held 5 June 2018.
COMMITTEE RECOMMENDATION
Moved: Cr Smythe

Seconded: Cr Trent

That the minutes of the Audit Committee meeting held on 5 June 2018 be accepted
as a true and correct record.
CARRIED: 6/0
4.

ANNOUNCEMENT BY THE PRESIDING MEMBER WITHOUT DISCUSSION
Nil

5.

PRESENTATIONS
Chief Executive Officer, Mr Paul Martin gave a presentation on the CEO Investigation into
AS.TEN.01-16/17

6.

OFFICER REPORTS
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SY006-07/18 (Audit) – Risk Management Update
FILE REFERENCE:
OR.CMA.8; FI.FRP.6; OR.MTG.3.2
APPLICANT OR PROPONENT(S): Shire of York
AUTHORS NAME & POSITION:
Suzie Haslehurst – Executive Manager, Corporate and
Community Services
RESPONSIBLE OFFICER:
Suzie Haslehurst – Executive Manager, Corporate and
Community Services
PREVIOUSLY BEFORE COUNCIL: 28 August 2017
26 February 2018
DISCLOSURE OF INTEREST:
Nil
APPENDICES:
A.
Risk Improvement Progress Report
B.
Risk Register Dashboard Report
Nature of Council’s Role in the Matter:
• Executive
Purpose of the Report:
This report provides the Audit Committee with an update regarding progress on the Shire’s Risk
Management.
Background:
At the Ordinary Council Meeting held 28 August 2017, Council approved the Audit Committee’s
recommendation that Council;
1. Receives the Minutes of the Audit Committee meeting held on 7 August 2017 and adopts the
following recommendations from the Audit Committee;
(d) Receives the Review of Risk Management, Legislative Compliance and Internal Controls
undertaken by Moore Stephens in accordance with Regulation 17 of the Local
Government (Audit) Regulations 1996 as attached to this report;
(e) Approves the prioritised Improvement Plan as attached to this report and the timeline for
improvements to be made; f) Requests the Chief Executive Officer to report back to the
Audit Committee on a six-monthly basis regarding progress against the Improvement
Plan.
A report was presented to the Audit Committee in December 2017 and subsequently to Council
where it was proposed by officers that progress reports on the Risk Improvement Plan are
presented on a six-monthly basis in June and December. This report presents the June update
for consideration.
Comments and details:
An internal Risk Working Group was formed with officers from across the organisation meeting
regularly to monitor progress against the Risk Improvement Plan. Earlier this year, in recognition
of the Occupational Health and Safety risks to be considered, the Regional Risk Coordinator from
the Shire’s insurers LGIS, was invited to join the Group.
The Risk Improvement Progress Report is attached for Council’s reference at Appendix A to this
report. Where action has been completed, the action is coloured green. Where some work has
taken place, the action is highlighted yellow. Where progress is yet to be made, no colour has
been applied.
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Since the last review, officers have also been establishing and populating an organisation-wide
risk register which was one of the recommendations made by the Auditors and is included in the
Risk Improvement Plan.
The register was established following a two-day Risk Management Workshop undertaken by
relevant officers across the Shire. The Register contains risk categories most often found in local
governments across the state and officers have identified the controls that are in place and any
actions that are required to further mitigate the risks associated with each category.
The above information is summarised in a dashboard report which is attached at Appendix B that
rates the risk associated with each category and also the controls that are currently in place (see
the consequence table attached to the dashboard report). The intent of the dashboard report is
to regularly monitor the reduction of risk and improvement in controls that exist to mitigate those
risks.
The actions suggested by the Auditors (contained in the Risk Improvement Plan) have been
incorporated into the Risk Register.
There is one area where the controls in place are considered inadequate. This is related to
security at the Depot and an allocation has been included in the draft 2018/19 Budget to install a
security gate to restrict public access to the Depot yard and mitigate the risk of theft.
A substantial amount of work has also been done to improve the Shire’s Information and
Communications Technology (ICT) operations including the development of an ICT Audit and
subsequent security plan, reconfiguration of the Shire’s firewalls, passwords and internet access
protocols, negotiation with service providers to determine the hardware updates required to
implement the proposed plan and analysis of current and future usage needs and costs.
The development of an organisation-wide risk plan is considered a significant milestone and
formalises the Shire’s commitment to risk management. While there is room for improvement in
all areas, the level of risk management is considered commensurate with the Shire’s capacity and
resources. The Working Group will continue to meet bi-monthly with notes from the meetings
provided to Councillors in the Information Bulletin.
Options:
The Committee could recommend that Council requests the Chief Executive Officer to ensure all
issues have been dealt with within a certain timeframe. However, officers have focused on those
issues that present the highest risk to the Shire for immediate action within current resources and
will continue to work through the remaining issues on the same basis.
Implications to consider:
• Consultative
Moore Stephens
LGIS
•

Strategic
Theme 5: Strong and Effective Leadership
5.1
Effective and informed governance and decision-making

•

Policy related
G4.6 Risk Assessment and Management
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•

Financial
Financial implications of the proposed risk mitigation strategies are presented to Council
as they emerge and will inform the annual budget process.

•

Legal and Statutory
Local Government (Audit) Regulations 1996
17.

CEO to review certain systems and procedures

(1) The CEO is to review the appropriateness and effectiveness of a local government’s
systems and procedures in relation to —
(a)

risk management; and

(b)

internal control; and

(c)

legislative compliance.

(2) The review may relate to any or all of the matters referred to in subregulation (1)(a),
(b) and (c), but each of those matters is to be the subject of a review at least once
every 2 calendar years.
(3) The CEO is to report to the audit committee the results of that review.
•

Risk related
A risk assessment has been undertaken and the risk is considered low.

•

Workforce Implications
It is proposed that risk mitigation actions are undertaken within available resources.
Where additional resources are required, this will be identified and submitted as part of
the annual budget process.

Voting Requirements:
Absolute Majority Required:

No

OFFICER RECOMMENDATION:
Moved: Cr Smythe

Seconded: Cr Ferro

“That the Audit and Risk Committee recommends that Council:
1.

Receives the Risk Improvement Progress Report as attached at Appendix A to this
report; and

2.

Notes the progress made to date regarding the Risk Improvement Implementation
Plan endorsed by Council in August 2017 including the establishment of an
organisation-wide Risk Register as summarised at Appendix B to this report.”
CARRIED: 6/0
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SY007-07/18 (Audit) – Timely Payments Focus Audit
FILE REFERENCE:
APPLICANT OR PROPONENT(S):
AUTHORS NAME & POSITION:
RESPONSIBLE OFFICER:

FI.FRP.6
Shire of York
Tabitha Bateman – Finance Manager
Suzie Haslehurst – Executive Manager, Corporate and
Community Services
PREVIOUSLY BEFORE COUNCIL: No
DISCLOSURE OF INTEREST:
Nil
APPENDICES:
A. Timely Payments Focus Audit Management Letter
Nature of Council’s Role in the Matter:
• Executive
Purpose of the Report:
This report provides the Audit Committee with the results of the recent focus audit conducted by
the Office of the Auditor General dealing with controls over timely payments of suppliers.
Background:
The Local Government Amendment (Auditing) Act 2017 made the Auditor General responsible
for the financial and performance auditing of local governments. Division 3C of the Local
Government Act 1995 provides for performance audits, which focus on the economy, efficiency
and effectiveness of operations.
The Office of the Auditor General (OAG) wrote to the Chief Executive Officer in November 2017
advising that they had selected the Shire of York to take part in a focus area audit looking at
controls over timely payment of suppliers. Focus audits aim to assess how well controls and
business practices are performed. The findings serve to provide an insight into good practice and
make recommendations for improvement so that all local governments can consider their own
performance.
Following the entrance meeting held on 8 February 2018 which outlined the requirements of the
audit, the OAG completed their audit activities for the Shire onsite on 21-22 February 2018 and
issued a management letter that includes their audit findings. An exit meeting was held on 28
February as part of the process to discuss the audit findings and finalise the management letter
which officers were requested to respond to. Officers provided a response on 14 March 2018.
The management letter including officer responses is attached at Appendix A to this report.
The management letters for all the local governments audited were used to prepare a draft report,
which was circulated to all parties on 10 May 2018 to ensure factual accuracy and contextual
appropriateness, before the OAG finalised the report for tabling in Parliament. The report was
sent via email to the Shire President and Chief Executive Officer with the following comment;
Please note that this Summary of Findings is provided to you in confidence. It must
not be copied, reproduced or disclosed to any other person within or outside your local
government except to the extent necessary to enable you to provide a response to
the Auditor General (for example to Council or to relevant officers) or to obtain legal
advice.
Officers were informed by the OAG that the findings should remain confidential until the Report
had been tabled in Parliament. The results of the audit, which includes 10 local governments,
can be found on the Office of the Auditor General’s website and was tabled in Parliament on 13
June 2018.

MINUTES – AUDIT COMMITTEE MEETING – 2 JULY 2018

11

This report now presents the management letter for the information of Council.
Comments and details:
The objective of the audit was to assess whether local governments are making payments to
suppliers on a timely basis in accordance with better practice.
The audit assessed the policies and practices over an 11-month period from 1 January 2017 to
30 November 2017 with the two main areas for the audit being:
a. Have local governments developed procedures and controls for ensuring that
payments are being made on a timely basis, and
b. Are suppliers being paid on a timely basis?
The Shire’s management letter highlighted three areas of moderate concern which required
attention as soon as practicable and recommended the following;
1. The Shire should accurately record the goods and services receipt dates in its financial
system; and regularly monitor invoices processed, but not yet paid, to ensure that all
invoices are paid within 30 days of these dates.
2. It was noted that the Shire did not have an approved policy and procedure in place
which sets out the terms by which suppliers should be paid. We acknowledge a written
policy on the creditor’s payment process has now been completed and is currently
awaiting review and authorisation. We recommend that this written policy on processing
payment of invoices is approved and placed on the Intranet for staff to access.
3. The Shire should pay all invoices within 30 days of the receipt of the invoice or receipt of
the goods and services.
As noted in the management response, officers are now recording the date for which goods and
services were received. Previously, it was accepted that signing off an invoice for payment implied
receipt of goods or services. This process has now been formalised by means of a new stamp
and is included on all invoices due for payment by the Shire.
Furthermore, as highlighted by the OAG in their audit findings and in response to the Regulation
17 Review performed by Moore Stephens in 2017, officers are working to improve policies and
procedures organisation-wide which includes formalising the Shire’s payment terms. While a
procedure has been in place since 2014, it had not been signed off by management or
communicated to staff and creditors as effectively as it could have been. Officers are in the
process of finalising the procedure and will be promoting these terms to staff and creditors.
The Auditor-General acknowledged that most payments across the 10 local governments were
made in a timely manner. However, due to the lack of formal payment policies and practices that
addressed the need to pay on time, there was inconsistency in how quickly payments were made.
The report highlights two main areas of significance;
•

Only 3 local governments had policies and procedures that addressed timely payment of
suppliers, and

•

For 13% of payments there was no valid reason why payments were later than supplier
requirements or management policy/procedures.

The report further states that “good policies and procedures provide essential guidance for staff
to manage payments in accordance with management’s expectations and the needs of suppliers.
They should specify timelines and where appropriate, circumstances where alternate timelines
may be acceptable.”
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Accordingly, the Auditor-General provided the following recommendations for local governments
being;
(1) have policies or procedures that clearly require payment of invoices within specified
periods after receiving the invoice or after the receipt of goods and services (whichever
is later).
(2) ensure they improve administrative processes so that all payments are made in
accordance with their policies and procedures.
(3) improve recordkeeping to ensure that for all payments there are records of the date that
the invoice and goods or services were received. Ideally, this information should be
recorded in the financial information management system and used as a key date for
determining when payments should be made.
This audit has provided the Shire with an opportunity to review its procedures and systems,
particularly in regard to outstanding invoices that remain unpaid beyond the Shire’s standard
trading terms. Officers are conscious of the financial burden inflicted upon businesses, particularly
smaller, local businesses, when payments are held up. Based on the results and feedback from
the OAG, officers feel the Shire of York fared well overall and recognise this focus audit as a
valuable tool in working towards achieving improved practice.
Implications to consider:
• Consultative
Office of the Auditor-General
•

Policy related
F 1.2 Procurement
G 4.7 Internal Control

•

Financial
There were no costs borne by the Shire of York for this audit. It is noted however, the
Office of the Auditor General stated the approximate cost of undertaking this audit across
the 10 local governments was $170,000.

•

Legal and Statutory
Auditor-General Act 1997 Part 4 Div 2 – Performance audits
s18 General performance audit
(1) The Auditor-General may at any time conduct a review or examination of a
particular aspect of the operations of the whole or part of the Commonwealth
public sector, being a review or examination that is not limited to the
operations of only one Commonwealth entity, body or person.
Local Government Act 1995 (as amended) Part 7 Div 3C - Performance audit
7.12AJ. Conducting a performance audit
(1) The Auditor General Act section 18 applies in relation to a local
government as if —
(a) the local government were an agency; and
(b) money collected, received or held by any person for or on behalf of the local
government were public money; and
(c) money collected, received or held by the local government for or on behalf of a
person other than the local government were other money; and
(d) property held for or on behalf of the local government, other than money referred
to in paragraph (b), were public property; and
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(e) property held by the local government for or on behalf of a person other than the
local government were other property; and
(f) the reference in the Auditor General Act section 18(2)(d) to “legislative provisions,
public sector policies or its own internal policies;” were a reference to “legislative
provisions or its own internal policies;”.
•

Risk related
Audits are a vital process in relation to risk mitigation. It is important that audit findings and
recommendations are considered and addressed appropriately. In response to this audit,
the Shire proposes to establish new procedures to address the risk of making untimely
payments to suppliers.

•

Workforce Implications
The work required to address the findings of the Timely Payments Focus Audit is not
outside the current workforce capabilities.

Voting Requirements:
Absolute Majority Required:

No

OFFICER RECOMMENDATION:
Moved: Cr Smythe

Seconded: Cr Heaton

“That the Committee recommends:
That Council:
1. Receives the Timely Payments Focus Audit Management Letter as attached to this
report and acknowledges the final report as tabled in Parliament on 13 June 2018.
2. Notes the operational improvements implemented as a result of the Timely Payments
Focus Audit.”
CARRIED: 6/0
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ATTACHMENT
SY007-07/17
(Audit)
APPENDIX A

SHIRE OF YORK

PERIOD OF AUDIT: 1 JANUARY 2017 TO 30 NOVEMBER 2017
FINDINGS IDENTIFIED DURING THE AUDIT

INDEX OF FINDINGS

RATING
Significant

Findings identified during this audit
1. Goods and Services Received Dates
2. Policy and Procedures
3. Untimely Payment of Invoices





Moderate





Minor





KEY TO RATINGS
The Ratings in this management letter are based on the audit team’s assessment of risks and
concerns with respect to the probability and/or consequence of adverse outcomes if action is not
taken. We give consideration to these potential adverse outcomes in the context of both
quantitative impact (for example financial loss) and qualitative impact (for example inefficiency,
non-compliance, poor service to the public or loss of public confidence).
Significant

-

Those findings where there is potentially a significant risk to the entity should
the finding not be addressed by the entity promptly. A significant rating could
indicate the need for a modified audit opinion in the current year, or in a
subsequent reporting period if not addressed. However even if the issue is
not likely to impact the audit opinion, it should be addressed promptly.

Moderate

-

Those findings which are of sufficient concern to warrant action being taken
by the entity as soon as practicable.

Minor

-

Those findings that are not of primary concern but still warrant action being
taken.
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ATTACHMENT
SHIRE OF YORK
PERIOD OF AUDIT: 1 JANUARY 2017 TO 30 NOVEMBER 2017
FINDINGS IDENTIFIED DURING THE AUDIT
1. GOODS AND SERVICES RECEIVED DATES
Findings
We found that the goods and services received dates are not recorded in the Shire’s financial
system and are not used to determine when payments should be made.
Rating: Moderate
Implication
The Shire is less likely to pay its invoices on time if the date that the goods and services are
received is not accurately documented and recorded in the Shire’s financial system.
Recommendations
The Shire should accurately record the goods and services receipt dates in its financial system;
and regularly monitor invoices processed, but not yet paid, to ensure that all invoices are paid
within 30 days of these dates.
Management Comment
Management agrees with the findings documented above. As a result, processes have been
implemented whereby the date of goods or services received is recorded on the invoice. The
stamp used on each invoice to record these details has been amended to include “Date
Received”. It is expected that this improvement will assist in determining whether payments are
delayed based on the timing of receival of goods.

Responsible Person:
Finance Manager
Completion Date:
9/3/2018

Page 2 of 4

ATTACHMENT
SHIRE OF YORK
PERIOD OF AUDIT: 1 JANUARY 2017 TO 30 NOVEMBER 2017
FINDINGS IDENTIFIED DURING THE AUDIT

2. POLICY AND PROCEDURES
Finding
We noted that the Shire did not have an approved policy and procedure in place which sets out
the terms by which suppliers should be paid.
Rating: Moderate
Implication
By not having written policies and procedures relating to payment of invoices, there is an
increased risk of non-compliance with set procedures for processing of payment of invoices.
Recommendations
We acknowledge a written policy on the creditor’s payment process has now been completed
and is currently awaiting review and authorisation. We recommend that this written policy on
processing payment of invoices is approved and placed on the Intranet for staff to access.
Management Comment
Agreed – Existing procedures have been in place for a number of years however are not formally
documented and available to staff. The current process for payment of invoices was introduced
in May 2014 and has been communicated to staff and creditors verbally and via email since that
time. Following recommendations from the recent Audit Regulation 17 Review and Financial
Management Review however, the Shire has been focussing on compiling and formalising
policies and procedures to improve practices within the organisation. Accordingly, officers will be
reviewing the Shire’s Procurement Policy and associated procedures to incorporate timely
payment of creditors. It is expected that the procedure will be refined in response to the outcomes
and recommendations of the Auditor General’s Timely Payments Focus Audit to ensure best
practice.

Responsible Person:
Finance Manager
Completion Date:
Ongoing
Next Policy Review – October 2018
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ATTACHMENT
SHIRE OF YORK
PERIOD OF AUDIT: 1 JANUARY 2017 TO 30 NOVEMBER 2017
FINDINGS IDENTIFIED DURING THE AUDIT

3. UNTIMELY PAYMENT OF INVOICES
Findings
We noted that there were 8 invoices from a sample of 60 payments, representing 13.33% of
our samples tested, which were not paid within 30 days of the invoice date or the receipt of the
goods and services date.
Rating: Moderate
Implication
When invoices are paid late, there is an increased risk that the Shire may incur additional costs
such as late payment fees. In addition, the cash flow of suppliers is impacted.
Recommendations
The Shire should pay all invoices within 30 days of the receipt of the invoice or receipt of the
goods and services.
Management Comment
After working through the 8 samples, it was later determined that 6 samples were identified as being
paid late representing 10% of the samples tested. Of the 6 late payments, one invoice was paid one
day late. Furthermore, payment delays occurred mainly because officers were tardy in forwarding
invoices to the finance area for payment. To improve this issue, it is proposed that all invoices should
be sent to the Shire's main email and not the individual officers and that officers communicate this to
creditors. Additionally, this will be included in the updated procedure.
Management accepts the findings and recommendations from the OAG and expects that
improvements to administrative processes and updating relevant policies and procedures will ensure
continuous improvement in this area.

Responsible Person:
Finance Manager
Completion Date:
Ongoing
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7.

QUESTIONS FROM MEMBERS WITHOUT NOTICE
Nil

8.

NEXT MEETING
To be advised

9.

CLOSURE
The Shire President thanked everyone for attending and closed the meeting at 3.49pm.
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