AGENDA

AUDIT COMMITTEE

26 NOVEMBER 2024
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SHIRE OF WAGIN

NOTICE OF MEETING

Dear Councillors Blight, Ball, Chilcott, Kilpatrick, Longmuir, O’Brien and West

The next Audit Committee meeting will be held:

ON: Tuesday 26 November 2024
WHERE: Council Chambers
AT: 6.00pm

Dr Kenneth Parker
CHIEF EXECUTIVE OFFICER
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DISCLAIMER

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

The Shire of Wagin disclaims any liability for any loss whatsoever and howsoever
caused arising out of reliance by any person or legal entity on any such act,
omission or statement or intimation occurring during Council or committee
meetings.

Any person or legal entity who acts or fails to act in reliance upon any statement,
act or omission made in a Council or committee meeting does so at that person’s
or legal entity’s own risk.

In particular and without detracting in any way from the broad disclaimer above, in
any discussion regarding any planning application or application for a licence, any
statement or intimation of approval made by any member or officer of the Shire of
Wagin during the course of any meeting is not intended to be and is not taken as
notice of approval from the Shire of Wagin

The Shire of Wagin advises that anyone who has any application lodged with the
Shire of Wagin shall obtain and should only rely on WRITTEN CONFIRMATION of
the outcome of the application, and any conditions attaching to the decision made
by the Shire of Wagin in respect of the application.

Dr Kenneth Parker
CHIEF EXECUTIVE OFFICER
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SHIRE OF WAGIN

Agenda for the Audit Committee meeting to be held in the Council Chambers,
Wagin on Tuesday, 26 November 2024 commencing at 6.00pm
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1. OFFICIAL OPENING

2. RECORD OF ATTENDANCE/APOLOGIES/LEAVE OF ABSENCE
(PREVIOUSLY APPROVED)

3. DISCLOSURE OF FINANCIAL AND OTHER INTERESTS

4. CONFIRMATION OF PREVIOUS MEETING MINUTES

41 MINUTES FROM THE AUDIT COMMITTEE MEETING HELD 23 JULY
2024

OFFICER RECOMMENDATION

That the minutes of the Audit Committee meeting held on 23 July 2024 and
circulated to all Councillors, be confirmed as a true and accurate record.
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5. REPORTS TO COMMITTEE

5.1 2023/2024 INDEPENDENT AUDITOR’S REPORT AND ANNUAL
FINANCIAL REPORT

AUTHOR OF REPORT: Deputy Chief Executive Officer
SENIOR OFFICER: Chief Executive Officer
DISCLOSURE OF INTEREST: Nil

FILE REFERENCE: FM.AD.2

STRATEGIC DOCUMENT REFERENCE: | Nil

ATTACHMENTS: 1. Independent Auditor's Report;

2. Shire of Wagin Annual Financial
Report for the year ended 30 June
2024;

3. Final Management Letter.

OFFICER RECOMMENDATION
That the Audit Committee:

1. RECEIVES and accepts the 2024 Independent Auditor’s Report from the
Office of the Auditor General.

2. RECEIVES the Annual Financial Report for the year ended 30 June 2024
and RECOMMENDS to the Council that it be endorsed as part of the
2023/2024 Annual Report.

BRIEF SUMMARY

The independent auditor’s report for 2023/2024 is attached to this item as well as the
2023/2024 Annual Financial Report for consideration. The Final Management Letter
is also attached for reference.

BACKGROUND/COMMENT

In accordance with Part 7 of the Local Government Act 1995; the Local Government
(Audit) Regulations 1996; the Local Government (Financial Management) Regulations
1996; and the Local Government Amendment (Auditing) Act 2017, the Auditor-General
is responsible for the annual financial report audit for local governments.

AMD Chartered Accountants (‘AMD’) have been contracted by the Office of the Auditor
General to perform the financial report audit for the financial year ended 30 June 2024.

An audit planning summary was published in April 2024 detailing the audit approach
and methodology, providing assurance as to independence and compliance with
Australian Auditing Standards. That document also referenced the consideration of
materiality and the risk of fraud within the scope of the audit and the Shire’s
responsibilities in this regard.
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¢ WAGING

The planning summary also detailed planned meetings, including the exit meeting and
the planned discussion of the financial report; the independent auditor’s report; and
the management letter (all attached to this item).

The audit also considered risk and audit issues; activity cycles; significant financial
accounts and the audit approach; the management representation letter; reporting
protocols and audit evidence.

The unqualified audit opinion for 2023/2024 is attached for information.

An interim audit was conducted June 2024 and the onsite audit was concluded
October 2024. The final interim audit letter was provided on 4 July 2024 and dealt with
by the Audit Committee at its meeting held on 23 July 2024.

A moderate finding was raised in the final audit relating to the following issues:
o Application of rates discounts after the due date

The auditor pointed out that 24 rate assessments where the 5% discount available for
rates paid by 19 September 2024 was incorrectly applied to rates paid after this date.
Total of rates discounts incorrectly applied on the 24 assessments subsequent to 19
September 2024 totalled $2,265.48.’

There were two reasons for the discount being applied to these assessments, namely:
1. Synergysoft system not correctly applying discount;
2. Ratepayer paid on time, but not received by Shire until after the due date.

These were not formally signed off by the CEO or Manager of Finance, but were done
in line with usual practice by the Rates Officer. Nevertheless, in future any proposals
to apply the discount on rates payments after the date set by the budget will be
discussed with the Chief Executive Officer and only done if authorised. Supporting
documentation and rationale will be attached to the relevant journals.

. Write-off of minor rate balances.

The auditor also noted that ‘minor rating amounts receivable (assessments of $1.50
or less) written-off as part of the month-end process did not have the relevant
delegation for the CEOQ in place. The minor rate write-off related to 76 properties with
$30.33 in rates written off.’

At the Ordinary Council Meeting held on 22 October 2024, the Council adopted new
Delegation No.36 — Small Debts Write Off. This delegates authority and power to the
Chief Executive Officer to write off rates and sundry debts where the individual debt is
not more than $10.00. This new delegation has now been integrated into Shire
practice.
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CONSULTATION/COMMUNICATION

Vignesh Raj, OAG Representative Director; Tim Partridge, Partner AMD; Audit
Committee; Officers of the Shire of Wagin.

STATUTORY/LEGAL IMPLICATIONS

Part 7 of the Local Government Act 1995 (‘the Act’); Local Government (Audit)
Regulations 1996; the Local Government (Financial Management) Regulations 1996;
and the Local Government Amendment (Auditing) Act 2017. The Auditor General is
responsible for the annual financial report audit for local governments.

The Act requires compliance with accounting standards and the audit process
provides assurance as to that compliance.

POLICY IMPLICATIONS

There are a number of relevant policies including the entire ‘F.” group of financial and
risk policies within Council’s Policy Manual. In addition, policies A9 and C9 (Record
Keeping); A18 Asset Management; A25 Internal Control; A26 Legislative Compliance;
and A28 Use of Information and Communications Technology have relevance.

FINANCIAL IMPLICATIONS
There are no direct financial implication to this item.

STRATEGIC IMPLICATIONS
There are no direct strategic implication to this item.

VOTING REQUIREMENTS
Simple Maijority
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Auditor General

INDEPENDENT AUDITOR’S REPORT
2024
Shire of Wagin

To the Council of the Shire of Wagin

Opinion
I have audited the financial report of the Shire of Wagin (Shire) which comprises:

« the statement of financial position as at 30 June 2024, the statement of comprehensive
income, statement of changes in equity, statement of cash flows and statement of financial
activity for the year then ended

e notes comprising a summary of material accounting policies and other explanatory
information.

In my opinion, the financial report is:

¢ based on proper accounts and records

e presents fairly, in all material respects, the results of the operations of the Shire for the year
ended 30 June 2024 and its financial position at the end of that period

e in accordance with the Local Government Act 1995 (the Act) and, to the extent that they are
not inconsistent with the Act, Australian Accounting Standards.
Basis for opinion

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial
report section below.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my opinion.
Other information

The Chief Executive Officer (CEO) is responsible for the preparation and the Council for
overseeing the other information. The other information is the information in the entity’s annual
report for the year ended 30 June 2024, but not the financial report and my auditor’s report.

My opinion on the financial report does not cover the other information and accordingly, | do not
express any form of assurance conclusion thereon.

In connection with my audit of the financial report, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent

with the financial report or my knowledge obtained in the audit or otherwise appears to be
materially misstated.

Page 1 of 3
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If, based on the work | have performed, | conclude that there is a material misstatement of this
other information, | am required to report that fact. | did not receive the other information prior to
the date of this auditor’'s report. When | do receive it, | will read it and if | conclude that there is a
material misstatement in this information, | am required to communicate the matter to the CEO
and Council and request them to correct the misstated information. If the misstated information is
not corrected, | may need to retract this auditor’s report and re-issue an amended report.

Responsibilities of the Chief Executive Officer and Council for the financial report
The Chief Executive Officer (CEQ) of the Shire is responsible for:

s keeping proper accounts and records

o preparation and fair presentation of the financial report in accordance with the requirements
of the Act, the Regulations and Australian Accounting Standards

e managing internal control as required by the CEO to ensure the financial report is free from
material misstatement, whether due to fraud or error.

In preparing the financial report, the CEOQ is responsible for:
e assessing the Shire’s ability to continue as a going concern
e disclosing, as applicable, matters related to going concern

e using the going concern basis of accounting unless the State Government has made
decisions affecting the continued existence of the Shire.

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

Auditor’s responsibilities for the audit of the financial report

As required by the Auditor General Act 2006, my responsibility is to express an opinion on the
financial report. The objectives of my audit are to obtain reasonable assurance about whether the
financial report as a whole is free from material misstatement, whether due to fraud or error, and
to issue an auditor's report that includes my opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with Australian Auditing
Standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of the financial report. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations or the override of internal control.

A further description of my responsibilities for the audit of the financial report is located on the
Auditing and Assurance Standards Board website. This description forms part of my auditor's
report and can be found at hitps://www.auasb.gov.au/auditors _responsibilities/ar4.pdf.

My independence and quality management relating to the report on the financial
report

| have complied with the independence requirements of the Auditor General Act 2006 and the
relevant ethical requirements relating to assurance engagements. In accordance with ASQM 1
Quality Management for Firms that Perform Audits or Reviews of Financial Reports and Other
Financial Information, or Other Assurance or Related Services Engagements, the Office of the
Auditor General maintains a comprehensive system of quality management including
documented policies and procedures regarding compliance with ethical requirements,
professional standards and applicable legal and regulatory requirements.

Page 2 of 3
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Matters relating to the electronic publication of the audited financial report

This auditor's report relates to the financial report of the Shire of Wagin for the year ended

30 June 2024 included in the annual report on the Shire’s website. The Shire’s management is
responsible for the integrity of the Shire’s website. This audit does not provide assurance on the
integrity of the Shire’s website. The auditor's report refers only to the financial report. It does not
provide an opinion on any other information which may have been hyperlinked to/from the annual
report. If users of the financial report are concerned with the inherent risks arising from
publication on a website, they are advised to contact the Shire to confirm the information
contained in the website version.

Mark Ambrose

Mark Ambrose

Senior Director Financial Audit

Delegate of the Auditor General for Western Australia
Perth, Western Australia

18 November 2024
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OAG

Office of the Auditor General

Serving the Public Interest

Our Ref: 8384 7th Floor, Albert Facey House
469 Wellington Street, Perth

Mail to: Perth BC

PO Box 8489
2 -Ken Parkgr " PERTH WA 6849
Chief Executive Officer
Shire of Wagin Tel: 08 6557 7500
2 Arthur Road Email: info@audit.wa.gov.au

WAGIN WA 6315

Email: ceo@waaqin.wa.gov.au

Dear Dr Parker
ANNUAL FINANCIAL REPORT FOR THE YEAR ENDED 30 JUNE 2024

The Office has completed the audit of the annual financial report for your Shire. In accordance
with section 7.12AD (2) of the Local Government Act 1995, we enclose the Auditor General's
auditor’s report, together with the audited annual financial report.

We have also forwarded the reports to the President and the Minister for Local Government, as
required by the Act. You are required to publish the annual report, including the auditor’s report
and the audited financial report, on your Shire’s official website within 14 days after the annual
report has been accepted by your Council.

While the result of the audit was generally satisfactory, | would like to draw your attention to the
attached listing of deficiencies in internal control and other matters that were identified during
the audit. These matters have been discussed with management and their comments have
been included in the attachment.

Please note that the purpose of our audit was to express an opinion on the financial report. The
audit included consideration of internal control relevant to the preparation of the financial report
in order to design audit procedures that were appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of internal control.

An audit is not designed to identify all internal control deficiencies that may require
management attention. The matters being reported are limited to those deficiencies that have
been identified during the audit that are of sufficient importance to warrant being reported. It is
possible that other irregularities and deficiencies may have occurred and not been identified as
a resuit of our audit.

The date the financial statements submitted by your entity and considered to be of audit ready
quality is 4 September 2024. This date will be reported in our local government sector audit
results report to be tabled in Parliament. | am providing this date for completeness of our
Office’s procedural fairness process.

If you have any queries in relation to this date, please contact me on 6557 7605 within 14 days

of the date of this letter. If we do not hear from you, we will take this as confirmation of the
date.
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This letter has been provided for the purposes of the Shire and the Minister for Local
Government and may not be suitable for other purposes.

| would like to take this opportunity to thank you, the management and the staff of the Shire for
their cooperation with the audit team during our audit.

Yours sincerely

Vignesh Raj
Acting Director
Financial Audit

18 November 2024

Attach
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ATTACHMENT

SHIRE OF WAGIN
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

Potential

. Prior
index of findings |mpac1£ on Rating year
audit i
. . finding
opinion

Significant | Moderate | Minor

1. Rates discount incorrectly
applied and write-off of minor No 4
rate balances

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
guantitative impact (for example financial ioss) 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, orin 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.

Page 1 of 2
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ATTACHMENT

SHIRE OF WAGIN
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE FINAL AUDIT

1. Rates discount incorrectly applied and write-off of minor rate balances

Finding
When reviewing rates we found the following:
o 24 rate assessments where the 5% discount available for rates paid by 19 September 2024

was incorrectly applied to rates paid after this date. Total of rates discounts incorrectly
applied on the 24 assessments subsequent to 19 September 2024 totalled $2,265.48; and

e Minor rating amounts receivable (assessments of $1.50 or less) written-off as part of the
month-end process did not have the relevant delegation for the CEQ in place. The minor
rate write-off related to 76 properties with $30.33 in rates written off.

Rating: Moderate

Implication

e Understatement of rates income due to rates discounts being incorrectly applied: and
e CEO approving minor rates write-off without relevant delegation of authority in place.
Recommendation

We recommend:

» journals raised to apply the discount after the date set by the budget be authorised and
supporting documentation/rationale attached; and

¢ the delegation for the CEO to approve minor rates write-offs be presented to Council for
approval.

Management comment
Action complete

In future, any proposals to apply the discount on rates payments after the date set by the
budget will be discussed with the Chief Executive Officer and only done if authorised.
Supporting documentation/rationale will be attached to the relevant journals.

At the Ordinary Council Meeting held on 22 October 2024, the Council adopted new Delegation
No.36 — Small Debts Write Off. This delegates authority and power to the Chief Executive
Officer to write off rates and sundry debts where the individual debt is not more than $10.00.

This approach and new delegation have now been integrated into Shire practice.

Responsible person: Chief Executive Officer
Completion date: 22 October 2024
Page 2 of 2
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6. CLOSURE
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