MINUTES OF AN AUDIT COMMITTEE MEETING HELD IN THE COUNCIL
CHAMBERS ON TUESDAY 20" May 2009

1. OPENING:

2. ATTENDANCE:

STAFF:

APOLOGIES:

VISITORS:

Meeting opened at 11.09pm

Cr P J Blight

Cr | C Cumming
Cr G R Ball

Cr A D Dohle

Mr L J Calneggia Acting Chief Executive Officer

Mr A Pieterse Mgr Finance & Corporate Services
Mr B A Roderick Senior Finance Officer

Cr D K Morgan

Greg Godwin — UHY Haines Norton

3. PUBLIC QUESTION TIME

Nil

4, PUBLIC FORUM (PETITIONS/DEPUTATIONS/PRESENTATIONS)

Greg Godwin — Auditor UHY Haines Norton

Councils external Auditor, Greg Godwin, explained to the Audit Committee
the Shire of Wagin’s financial performance for the 2007/2008 year, including
the Auditors opinion, statutory compliance and management issues. The
auditor also expressed some of his views regarding the financial management
of the Shire of Wagin and the industry in general.

Moved CR DOHLE

Committee Recommendation

Seconded CR BALL

That Council receive the Audit report for the 2007/2008 financial year and note the
explanations from Council’'s Auditor — Greg Godwin.

CARRIED
Vote 4/0

5. DECLARATION OF INTEREST

Nil

6. CONFIRMATION OF PREVIOUS MEETING MINUTES
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Minutes of a Audit Committee Meeting 20" May 2009

Committee Recommendation
Moved CR BALL Seconded CR CUMMING

That the minutes of the Audit Committee Meeting held 25" March 2008.be accepted
as a true and correct record.

CARRIED
Vote 4/0

7. CORRESPONDENCE AND REPORTS
Nil

8. URGENT BUSINESS
Nil

9. CLOSURE

The meeting closed at 12.20pm

These Minutes were confirmed at a meeting held on

Signed

Presiding Member at the meeting at which the Minutes were confirmed.

Dated
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U Haines Norton SHIRE GF WA

Charterad Accountanis
TS

RECTINT D

18 November 2008

Mr J Hunter

Chief Executive Officer
Shire of Wagin

PO Box 2000

WAGIN WA 6315

Drear John

AUDIT OF SHIRE OF WAGIN
FOR THE YEAR ENDED 30 JUNE 2008

We advise that we have completed the audit of your Shire for the vear ended 30 June 2008
and enclose our Audit Report and a copy of the Management Report.

A copy of the Audit Report and Management Report has also been sent directly to the
President and Chairman of the audit committee as is required by the Act,

We would like to take this opportunity to thank you and the staff for the assistance provided
during the audit.

Please contact us if you have any queries.
Yours sincerely

GREG GODWIN
PARTNER
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UH Haines Norton
Chariered Accouniants

INDEFENDENT AUINT REPORT
TO THE ELECTORS OF THE SHIRE OF WAGIN

Report on the Finamcial Repor

W have audited the accompanying financial report of the Shine of Wagin, which comprises the balance sheet as &t 30
Jumz 2008 and the income statement by nature or type, income stalement by program, statement of chonges in
equity, cash fiorw statamsent and rale setting statement [or the year ended on that date and a summary of significant
socoanting policies and other explamiory noiss.

Council's Responsibility for the Financial Report

Coumeil is responsibie for the prepamtion end fair preseniation of the fimancial report in accordance with Australian
Acoowting Standsrds (inchuding the Austrofion Accounting Imerpeetsions), the Lol Covernment Act 1995 (as
amendad) and the Local Gevertment (Financial Management) Rogulstions 1996 (s amended). This respansibility
inclodes estahfishing and mainmiing tntermal controds relevant b the preparation and fiir presemation of the firsncial
report that is free from materinl misstaternent, whether due 1o frand or ermor; sslecting and applving appropriate
neconting policies; and masking scooumting sstimates thal are reasonasble i the clooumstncess,

Auditor’s Respowsibiliiy

Dur responsibility = o express an opindon oo he Bnancial report based on - our audit. 'We condocted our audit in
accordance with Avstralian Auditing Sndards. These Aiaditing Stmdard require tht we comply with relevant ethical

requinements relating o sudil engagements and plan and perform the audil to obinin ressonable assurance whethes
the fimancial repor is free rom mlerial misststenent.

An oudit involves perfoeming procodures o obitadn audil evidencs shout the amounts and diselosures in the financial
report. The procedures selected depend on the asoditor’s judgment. including the assessment of the risks of material
misstaiament of the Granclal report, whiether due © frasd or amor. In meking those risk asscesments, the soditor
considers nternal control relevant 1o the entity's preparstion snd falr presentation of the financtal report fn ander 1o
desigm nudit procedures that ane appropriate in the circurnstances, bt not for the purpose of expressing an opinicn
on the effectiveness of the antity’s infermal control. An audit also includes evaluating the spproprinteness of
secoumting policies used and the reasonahleness of socounting estimates made by the Council, a8 sl & evaluating
the overall presentation of the financial repon.

We believe that the mudsl evidence we have obtained bs sufficient and appropriste fo provide a basis for oor sudit
opinio,

Independence

In conducting our swfit. we have complicd with the ndependence requirements of Ausiralion professonal ethical
PrEnOmCETCT.

Auditor’s Opinion

In o opemion, the firsncial report of the Shire of Wagin s in scoordance with the Lotal Governmient At 1995 {as
amended ) ond the Local Covermment (Financial Mansgement) Regptations 159596 (as amended), including:

i glving & true and foir view of the Shire's financial position as af 30 June 2008 and of its
performunce for the vear ended on that dade; and

b complying with Australion Acominting Standands (including the Australisn Accounting Interpretbion),
he Loml Govermment Act 1995 (as amendad) and the Local Government (Financial Management)
Regulations 1996 (s smended),
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U Haines Norton

Chartered Accountanty

INDEFENDENT AUDIT REPORT
TO THE ELECTORS OF THE SHIRE OF WAGIN (continued)

Stawtory Compliance

During the course of the audit we became aware of the following mstance where the Coaneil did not comply
with the Local Government Act 1995 (as amended) and the Local Government (Financial Manapement)
REegulations 1996 (as amended)),

Submission of Financial Report

The sccounts and Goancial report for the vear ended 30 June 2008 wese nol submitted to the auditar by
30 September 20048 as required by gectlon &.4(3) of the Ast,

Monthly Creditors Payment Listing

The monthly eredilors poymwent listing (st of oceountz) for March 2008, Apnl 2008 and My

2008 was not recorded in (attached 10) the minutes of the moeting & which it was presented as
required by Financial Mansgement Regulation 13 {3) (b

Muonthly Financial Reports

The monthlv finencial reports for each month of the vear were presented 1o Courcil as requined by
Financial Management Regulation 4. However, for the Tull year to June 2008, they did not contain
the following nformathon:

i1 Maierial variances botween the year to date setunl ind bodgeted income and expenditure as
required by Flnancial Management Regulation 34 {13 {d); and

iij An eoplanation of each of the variinces referred (o o 1) above & requinsd by Financlal
Mumagement Regnlation 34 (2) (h),
Other Matters
In accordance with the Local Govermment { Audit) Regulations 1996, we also report that:

a)  There mre no matters that in our opinton indicate significamt adverse trends in the financial position or
Lhe finincial mimagement practices of the Shire.

b)  Except as detafled above, no other matters indicating non-compliance with Part 6 of the Local
Ciovernment Act 1995 (as amended], the Lol Government (Financial Management) Regulations 1996

{as wnended) or applicable financial controls of any other written law were noted during the course of
our susdit

¢} All necessary information and explanations wene obtained by us.
di  All sudit procedures were satisfactorily completed in conducting our adit

LUHY HAINES NORTOM
CHARTERED ACCOUNTANTS
Date: 18 Movernher 20008 GREG GODWIN
Perth, Wa PARTHER
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Haines Norton

Chanend Aoountants

| B Movetnber 2008

The Shire Prosident
Shire of Wagin

PO Box 200
WAGIN WA &35

Diear Cr Blight
MANAGEMENT REPORT FOR THE YEAR ENDED 30TH JUNE 2008

We advise that we have completed our audit procedures for the yesr ended 30th June 2008 and enclose our Audit
Report.

We are required under the Lotal Governivenl Awdit Regulations (o report cennin compliance matters in our audit
riport, COrther matters which arise during the course of our sudit that we wish to bring to Council's attention are raised
in this management report.

It should be apprecinted that cur audit procedures are designed primarily to enable us to form an opinion on the
financial sttements and therefore may not bring to light all weaknesses in systems and procedures which may exist.
However, we aim to use our knowledar of the Shire's organisation ganed during our work to make comments and
sugemestions, which, we hope, will be usefil to you,

Comment an Financisl Position
Whilst we do not consider the Shire has experienced an siverse trend in itz financial position, we would like to make
& comtment with respect b the curvens ratlo, the wetied cack o rade credithrs ratio and the rale coverage rafis,

- Current Hatio

Council's eurrent matio at 30 June 2008 was 0,63 (63%) (2007: 1L0OK). A mtio of greater than one (100%4) is normally
reganded oz the norm s it indicates Councll bas mone eurrent assets than curnent labilites.

The main repsois why Council's corrent ratio declined this year are, in the min, threefiold:

" Trade paynhbles increased by 183,000 over 2007. Shire smff indicated this was doe to staffing viconcies
gxperienced by Counci] late in the financial year resulting in trade payables nist being managed.

] U'nexpended grants morewsed by $225,000 over 2007, This impacted Council*s available vnrestricted cash
negatively.

. [huring the vear Counci] bought a new grsder. The net cash outflow to Council after taking into acoount the
tracke value received fior the odd groder and wiing plam repincement reserve funds of 850,000 was $96,000,
This reduced available unrestricled cash significantly.

In summmary, the three major causes of the decline in the current fatio would appear o be non-recurring in nature (e
unigque to 2008) and not likely to repent themielves in 200%,

Hy B it Mo et Ania 388 Tlar o Pas

i Lotk Corpraite, 14 Parkland Rnad Dsteatnis Farh W 6017 I e & S 300 w  peithliiebe com a
0 B 1707 Cxboie Park DC WA ENE T =57 8 S T w e chyhainesnorion.com au

e ———

Bt spviw et il tkassana] Sy timigfain Sarrolls avel @ member of LRI, an irealenal ssd v ol ndapendem scomiving sl oemitiog fem

e — — e ——

= e ——

Liakw | ftg Nt by @ ochere aporcssd o ®joleiuors Mandee® Ligeiiatun




U Haines Norton

Chartesed Socounitani

. United Cash to Trade Creditors Ratio

The untied cash to trade creditors ratio measures Councils ability 1o pay trade creditoes in acoordance with its nommal
trading terms and conditions. As at 30 June 2008, the ratio was 0.12 (12%) (2007:0.00) which indicates there were
trsufTicient unrestricted short term funds w0 pay creditors.

Like the current rafio, & ratio greater than one {1 (40%:) indicates unrestricted funds (free cash) is in excess of short term
creditor obligabons.

Three items are mainly responsible for the mtio being beldow 100 %,

- Relatively low bank balance which is unrestricted;
L The sbnormally high creditors at 30 June 2008 (see above); il
. The negative impact on municipal funds consed by the purchase of the grader (sce abave).

It iz noted last vear the untied cash rutio was pere. Al that date Council had negative untied cash funds of $43,511 as
opposed 1o positive untied cash funds this year at $52,710, This equstes to a yeor on year swing of $96,000 which
imdicates Council’s cash balaness have impeoved year on year.

= Rafe Coverage Ratio
This ratio memsere: Council's dependence on rate revenue to fund operations.

The higher the ratin, the higher the dependency on rates, and the lower the dependency on govermment grants and
other funding sources.

Typically Shire's of similar size o the Shire of Wagin should opemite in the 0.35 10 0.45 (35% - 45%) mnge and even
then can still experience difficulties depending on circumstances.

The Shire had a rate coverage ratio of 0.29 (299%) af 30 June 2008. The mtio has now steadily improved over the past
fiew years from 24% in 2006 to the current 29% and we commend council on this achievement, However, the ratio is
still considered low and may partially have coniributed to past and current cash shorages at year end and & an
indication Council rermaing reliant on external funding sources which are becoming less reliable.

Rate revenoe is onc of the few income arcas upon which Council can expect some influcnce or level of conirol.

The challenge every Council faces i w continue to increase this mtio in the face of ever decreasing alternative
fundling sources {i.e. financial assistance grants),

We note Council increased rates by 6% for the 2008/09 year. This is at the same level as for the 200708 year.

Whilst this is in line with the official CPl, the “hasket of goods™ acquired by the Shire does not necessarily fit inio the
same category 45 these used 1 measore CPL Consequently, by mercly adopting CP@ as a guide to rate rises, the
Shire, in real tenms, may be poing backwards with respect to revenue growth. Councl] should again consider this
matter when sstting the 200910 budget,

In summary then, whilst we belicve that Council's overall financial position is in reasonable shape, the short term
liguidity position remalns under pressure, particularly al year end, An added challenge for the Shire of Wagin is o
increase its rates 10 bevels which will balance the needs of the community with Council's need 1o improve the
hitstorically kvw rate covernge ratio.

We believe munagement and Council are aware of these challenges mnsd will seek wuys 1o address themn in the years
ahead,

INTELLIGENT CHOICE . INTELLIGENT EO0LUTIONS



U Haines Norton

Charieved Acoountsnts

Ropd Infrastruciure - Depreciation

A in previous years, the caloulntion of depreciation on roads for the year ended 30 June 2008 was perfommed using a
weighted average method.

From our testing and review, the deprecialion expense armived ot appesred 1o be reasonable and no adjustment 1o the
calculation was required.

However, we recommend that Council review the current method of recording end deprecisting roud infrastructure
with a view to implementing a system which will allow each road to be dissected into its component parts, This will

enable 8 more relinble record of Council's rosd netwaork to be maintained as well as helping 1 ensure depreciation is
comesthy rellected,

Electronic Pavments

A5 discussed in our financial management review report, we noted insufficient controls aver the leading of EFT
payments and changing of staff and creditors banking details.

Evidence suggests adequate preventative controls hive not yet been established or implemented.

To ensure all payments made are bona fide and appropriately authorised, we recommend further investigation
and implementation of appropriate higher level control measures that are preventstive (rather than detective) in
nature be implemsnted,

The system should be structured 1o allow for risk areas o be easily reviewed and these reviews should be
routinely conducted by staff independent of the payment process.

Fined Asscts
We nodod that for throe fived nssel cotegories the fixed asset register does not tie in to the general ledger.

In each case the general ledger is higher than the fixed asset register which could point to assets acguired not entered
nto the regisier, or ko assets physically disposed of but not accounted for in the ledger.

We recormmend this imbalance be investigated and corrected. This will help ensure Council maintaing and accurnte
recond of it fixed assats,

We advise thist the effect on the depreciation for the year & not material,

We noted no other matters wo wish to draw o Councll's attention.
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U Haines Norton

C Rarfered Accauntants

A iy

We advise there was one corrected misstatement and two uncorrected misstatements noted by us during the course af
our audit. This is shown in Appendix | to this letier

We take this opportunity to thank the Chiel Executive Officer and all staff for the assistmco provided duning the
wudit

Should vou wish 1o discuss any matter nebating to the audit or anmy other mafier, plezse do not hesitate to coninet s,

Yours Gaithilly

G GODWIN
FARTHER

Enel
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UHU tines Nortn

SHIRE OF WAGIN
APPENDIX 1
FORMING PART OF THE MANAGEMENT REPORT
FOR THE YEAR ENDED 30TH JUNE 2008

Corrected Misstatements
Dr (8] Ces) |
| Restricted Cash Balance 224 800G
Unrestricted Cash Balance 224,809
| Incorrect balance sheet disclosure
Dr (%) Cr (%)
Urnrasincted Cash Balance 2,880
Sundry Income 2,860
Stale chequas o be reversed
Fixed Assets —— 1.682 g
Sundry Income 1,882
Imbalance batwean general isdger and fixed assets register
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MINUTES OF THE STRUCTURAL REFORM PROJECT TEAM
HELD ON MONDAY 19" MAY 2009 AT 6.00PM

1) PRESENT:
Cr P J Blight (Shire President)
Cr G R Ball (Deputy Shire President)
Cr JP Reed
Cr J L C Ballantyne
Cr G KB West

STAFF: Mr L J Calneggia Acting Chief Executive Officer
2) Opened

The meeting opened at 6.00pm
3) Business

3.1 Item: Structural Review Project

Proponent: Minister for Local Government
Reporting Officer: Acting Chief Executive Officer
Summary

To consider the next phase of the reform process to determine matters relating to
merger proposals for the Shire of Wagin and others.

Background

Following the Minister for Local Government announcement regarding reform the
Project Team has completed the checklist and submitted it together with a covering
letter was sent to the Local Government Reform Steering Committee on the 1% May
2009.

A reply was received by them as was a letter from the Honourable Premier (copies of
correspondence is attached)

The 4WD VROC has met to discuss the issue and have sent a letter to the Minister
advising that Council’s do not want to amalgamate, but prefer to continue on the
“joint sharing” path.

Comment
The author attended a Reform Strategy Workshop in Perth (see attached report) and
came away from it thinking how difficult it will be to process the matter further.
Councils are being asked to now:
e Determine appropriate elected member.
Representation and methods for ensuring appropriate
Community representation
Consider Local Government Regional Groupings
Community consultation with each affected Local
Government and record comments
Seek Local Government Funding Assistance for
Preparation of reform submissions.
Project team to start developing reform submissions.

Attachment 11.2



Discussion

The A/CEO suggested that the way forward and to maybe break the impasse that
exists with other 4WD members is to undertake an exercise to develop financial
projections for a “new” Local Government incorporating all or most of the WD
councils. The projections will need to take into account assumptions for maintaining
service delivery as currently exists amongst the current structure(e.g.: services such
as number of ovals, library’s etc) and the staffing required to fulfil all the duties
associated with the “umbrella” Local Authority. The resultant figures can then be
compared say to each of the individual Local Authority projections to determine
savings (if any) by such a merger of councils. This report could also form the basis
on which council forms its submission to the reform steering committee. The aim of
this exercise would be to also demonstrate to the Minister any benefit or otherwise of
such a proposal.

To undertake this task would take up a large amount of staff time and it is suggested
that the grant currently being offered from the Department of Local Government
could be used for this purpose. Currently the 4WD council have agreed to each
individually apply to the Department for these funds for their own individual or group
use. The A/CEO advised that this approach could be mentioned at the next WD
meeting which will be held in Dumbleyung on 26 May 2009.

It was suggested also that the Shire President should contact other 4 WD shire
President’s as well, of other neighbouring councils to commence dialogue in respect
to this matter.

It was also suggested that Wagin commence looking at its preferred position in
relation to amalgamations/Mergers should the above actions not come to any fruition.

Statutory Environment
N/A

Policy Implications
N/A

Budget Implications
May have some impact. $10,000 available from DLGRD to undertake submission
work.

Committee’s Recommendation
By Consensus

e That the A/CEO propose at the next 4WD meeting that a financial projection
report be undertaken to compare any benefits (or otherwise) of merging all or
some of the member councils into one Local authority compared with the
existing structures and that funding offered by the Department of Local
Government be used for this purpose.

e That the Shire President commence dialogue with counterparts in
neighbouring Local Authorities to determine each councils position regarding
possible mergers.

e That the Wagin Shire Council looks at a preferred position regarding this
issue notwithstanding any of the above actions.

CLOSURE

The meeting closed at 8.15 pm.
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