Audit Committee Meeting
Agenda for 17 September 2012

shire of o
kalamunda



NOTICE OF MEETING
AUDIT COMMITTEE MEETING

Dear Councillors

Notice is hereby given that the next meeting of the Audit Committee will be held in the
Council Chambers, Administration Centre, 2 Railway Road, Kalamunda on Monday 17
September 2012 at 4.45pm.

Audit Committee Meeting Procedure

1. Audit Committee is not open to the public.

2. Audit Committee has a membership of six Councillors.

3. Unless otherwise advised a Committee makes recommendations only to Full Council
(held on the third Monday of each month at 6.30pm).

4, All other arrangements are in general accordance with Council’s Audit Committee
Terms of Reference October 2007.

James Trail

Chief Executive Officer
12 September 2012

Our Vision, Mission and Organisational Values

Vision
The Shire will have a diversity of lifestyles and people. It will take pride in caring for the natural, social,
cultural and built environments and provide opportunities for people of all ages.

Mission

Working together to provide effective and efficient leadership and services our whole community.

Organisational Values

The organisational values of the Shire of Kalamunda assist in driving the behaviour of staff in implementing
our strategic plan:

« Customer Service Focus — Deliver consistent excellent customer service through being timely and courteous.

» Innovation - Pursue excellence through innovative improvements.

« Leadership — Provide responsive leadership and excellent governance demonstrating high standards of ethical behaviour.
+ Mutual Respect - Value each other’s differences and demonstrate mutual respect.

+ Trust — Communicate and collaborate openly and with integrity generating a strong culture of trust.

-
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6.0

AGENDA
OFFICIAL OPENING

ATTENDANCE, APOLOGIES AND LEAVE OF ABSENCE PREVIOUSLY
APPROVED

CONFIRMATION OF THE PREVIOUS MINUTES

That the Minutes of the Audit Committee Meeting held on 2 April 2012 are confirmed
as a true and accurate record of the proceedings.

Moved:

Seconded:

Vote”

Statement by Presiding Member

“On the basis of the above Motion | now sign the Minutes as a true and accurate
record of the meeting of 2 April 2012".

CONFIDENTIAL ITEMS
Nil.
DISCLOSURE OF INTERESTS

Disclosure of Financial and Proximity Interests

a. Members must disclose the nature of their interest in matters to be discussed
at the meeting. (Sections 5.60B and 5.65 of the Local Government Act
1995.)

b. Employees must disclose the nature of their interest in reports or advice

when giving the report or advice to the meeting. (Sections 5.70 and 5.71 of
the Local Government Act 1995.)

Disclosure of Interest Affecting Impartiality

a. Members and staff must disclose their interest in matters to be discussed at
the meeting in respect of which the member or employee had given or will
give advice.

REPORTS TO COUNCIL

Please Note: declaration of financial/conflict of interests to be recorded prior to
dealing with each item.
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

05. Interim Audit Findings For Financial Year 2011-2012

Previous Items
Responsible Officer
Service Area

File Reference
Applicant

Owner

Attachment 1
Attachment 2

Attachment 3

PURPOSE

1. To present the interim annual audit findings for the year ending June 2012.

BACKGROUND

2. In March 2012 the Shire undertook a tender process to appoint external
auditors for a three year period and UHY Haines Norton, Chartered
Accountants were appointed.
In May 2012 the Shire’s Auditors advised they would be undertaking an
interim audit of the Shire’s account in accordance with the audit scope shown
in (Attachment 1).

DETAILS

3. The Shire’s Auditor inspected the books and accounts from 5 - 7 June 2012
and provided a report on their observations and findings. (Attachment 2)
outlines these matters.

4, The interim audit raised a number of non-compliance, system and procedural
issues and gave three reminders as follows:

5. Compliance

Budget

Land Sales

Annual Report

Minimum Rates Payments
Differential Rates

Tender Register

Financial Interest Register

Nil

Director Corporate & Community Services
Corporate Services

FI-AUD-003

N/A

N/A

2012 Interim Audit Information Requirements
2012 Interim Visit Report -31-07-12 — Draft Letter
from Auditors UHY Haines Norton

2012 Interim Audit Findings and Management
Responses

Statement of Monthly Financial Activity
Financial Report

Shire of Kalamunda
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6. System and Procedures
o Payment Procedure
° Month End Reconciliations
° Purchases, Payments, Payables, Salaries and Wages
o Debtors
o Allocation of Overhead Costs
o Disaster Recovery Plan
7. Reminders
o Investment Policy
o Internal Audit Program

o Asset Management Plan and Long Term Financial

8. Details and explanations of each of these matters together with Management
responses are shown in (Attachment 2) and (Attachment 3).

STATUTORY AND LEGAL IMPLICATIONS

9. Local Government Act 1995 and associated Regulations.
POLICY IMPLICATIONS

10. Nil.

PUBLIC CONSULTATION/COMMUNICATION

11. Nil.

FINANCIAL IMPLICATIONS

12. Nil.

STRATEGIC AND SUSTAINABILITY IMPLICATIONS
Strategic Planning Implications

13. Nil.

Sustainability Implications

Social implications

14. Nil.

Economic Implications

15. Nil.

Environmental Implications

16. Nil.

Shire of Kalamunda
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OFFICER COMMENT

17. The issues identified in the interim audit have either been resolved to date or
are in the process of being actioned to ensure the Shire addresses each of the
areas found to be lacking from the interim audit conducted.

18. Nevertheless it should be noted that many of the issues identified in the
Interim Audit are minor in nature and, with the exception of Disaster
Recovery Plan issue, do not expose the Shire to significant risk.

Voting Requirements: Simple Majority

OFFICER RECOMMENDATION (AU 05/2012)

That Council:

1. Notes the Interim Audit Findings for the 2011-2012 Financial Year.

2. Requests the Chief Executive Officer address any issues identified in the
Auditor’s Interim Audit Report for the year ended 30 June 2012.

Moved:

Seconded:

Vote:

Shire of Kalamunda
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Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

06. Progress on the Implementation of Recommendations of the
Forensic Audit on the Kalamunda Water Park

Previous Items Nil

Responsible Officer Director Corporate & Community Services
Service Area Finance

File Reference

Applicant N/A

Owner N/A

Attachment 1 Summary of the Implementation of

Recommendations of the Forensic Audit on the
Kalamunda Water Park

PURPOSE

1. To consider the progress on the implementation of the recommendations on
the Kalamunda Water Park issued by the Forensic Auditors in their report.

BACKGROUND

2. Deloitte issued a draft report on 19 March 2012 for consideration by the
members of the Audit Committee. The report included a number of key
findings and recommendations to be addressed by the Shire.

DETAILS

3. Progress has been made in implementing majority of these recommendations

as summarised in (Attachment 1) by reviewing the Shire Purchasing Policy,
reviewing and documenting procedures on procurement and tendering and
developing guidelines for staff and officers to follow.

STATUTORY AND LEGAL IMPLICATIONS

4, Conformity with Section 3.57 of the Local Government Act 1995 and Part 4
Tendering for providing goods or services under Local Government (Functions
and General) Regulations 1996.

POLICY IMPLICATIONS

5. Compliance with Purchasing Policy (Policy Number — PUR 1).
PUBLIC CONSULTATION/COMMUNICATION

6. Nil.

FINANCIAL IMPLICATIONS

7. Nil.
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STRATEGIC AND SUSTAINABILITY IMPLICATIONS
Strategic Planning Implications

8. Nil.

Sustainability Implications

Social Implications

9. Nil.

Economic Implications

10. Nil.

Environmental Implications

11. Nil.
OFFICER COMMENT
12. To provide an update to Council of the implementation of the key findings

and recommendations of the Report on the Kalamunda Water Park Project
prepared by the Forensic Auditors.

Voting Requirements: Simple Majority

OFFICER RECOMMENDATION (AU 06/2012)

That Council:

1. Notes the implementation by the Shire of key findings and recommendations
of the Report on the Kalamunda Water Park Project prepared by the Forensic
Auditors.

Moved:

Seconded:

Vote:

Shire of Kalamunda












Audit Committee 54
Agenda — 17 September 2012

Declaration of financial / conflict of interests to be recorded prior to dealing with each item.

07. Implementation of the Recommendations of the Forensic Audit on
the Kalamunda Water Park- Purchasing and Tendering

Previous Items Nil
Responsible Officer Director of Corporate & Community Services
Service Area Finance
File Reference
Applicant N/A
Owner N/A
Attachment 1 Revised Purchasing Policy (PUR-1)
Attachment 2 Tender Guideline
Attachment 3 Purchasing Guideline
PURPOSE
1. To implement the recommendations of the Forensic Audit Report on the
Kalamunda Water Park with respect to tendering and purchasing.
BACKGROUND
2. Following the Deloitte Forensic Audit on the Kalamunda Water Park the
Purchasing Policy has been reviewed and amended.
3. The Forensic Auditors made a number of findings and recommendations on
tendering and purchasing.
DETAILS
4. The implementation of the recommendations of the Forensic Audit. The

Purchasing Policy (PUR -1) has been reviewed by removing processes and
procedures and incorporating them into purchasing and tender guidelines.
These documents will form the basis for staff training, and be used as
reference guides to ensure staff observe the correct processes and
procedures.

STATUTORY AND LEGAL IMPLICATIONS

5. Conformity with Section 3.57 of the Local Government Act 1995 and Part 4
Tendering for providing goods and services under Local Government
(Functions and General) Regulations 1996.

POLICY IMPLICATIONS
6. Compliance with Purchasing Policy (Policy Number — PUR 1).
PUBLIC CONSULTATION/COMMUNICATION

7. Nil.
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FINANCIAL IMPLICATIONS

8.

Nil.

STRATEGIC AND SUSTAINABILITY IMPLICATIONS

Strategic Planning Implications

9.

Nil.

Sustainability Implications

Social Implications

10.

Nil.

Economic Implications

11.

Nil.

Environmental Implications

12.

Nil.

OFFICER COMMENT

13.

To consider and accept the amended purchasing policy.

Voting Requirements: Simple Majority

OFFICER RECOMMENDATION (AU 07/2012)

That Council:

1.

2.

Moved:
Seconded:

Vote:

Adopts the Revised Purchasing Policy (PUR- 1) as per (Attachment 1).

Receives and notes the Implementation of the Forensic Audit
recommendations by including the required processes and procedures in
Tender and Purchasing Guidelines (Attachments 2 and 3).

Shire of Kalamunda
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Attachment 1

¥

shire of
kalamunda

POLICY REGISTER

Title: Purchasing

Policy No.: PUR 1

Date Adopted: Date Last

Reviewed:

Rationale Deliver value for money using a best practice approach to the
procurement of all goods and services Ensure consistency for all
purchasing activities;

Provide compliance with the Local Government Act 1995 and the Local
Government (Function and General) Regulations 1996;

Ensure that the Shire considers the environmental impact of the
procurement process across the life cycle of the goods and services
procured.

Policy The Shire is committed to operating efficient, effective, economical and

sustainable procedures for the procurement of all goods and services
and adopts a value for money approach, which allows the best possible
procurement outcome to be achieved.

Related Local
Law

N/A

Related Policy

N/A

Management
Practice

N/A

Legislation

Conditions

Shire of Kalamunda
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Attachment 2

Due to the size of this attachment this has been provided under separate cover.

Shire of Kalamunda
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(i} Direct Purchase S0-51,99%

Nao formal guotations is required, however officers are bound to
"best value” principles. The following factors are to be considered in
the decision making process;
* value for money;
» knowledge of general cost of item/ service;
s “Buy Local” paolicies;
+ ongoing good relationship with supplier;
= reliability of supplier;
» general Shire of Kalamunda policies, Le. environmentally
friendly, recycled product; and
= Compatibility of supplier with Shire of Kalamunda's
administrative processes.

Autharisation: Officers responsible for their budget allocation.

(il) Quotations

Verhal Quotations 52,000 -5 4,999

2 Verbal guotations required and recorded on & Quotation Record
Sheet. Factors to be considered in the decision making process as per
“direct purchase”.

Autharisation: Officers responsible for their budget allocation.

Verbal Quotations 55,000 - 59,999

3 Verbal guotations reqguired and recorded on & Quotation Record
Sheet. Factors to be considered in the decision making process as per
“direct purchase”.

Authorisation: Managers

Written Quotes 510,000 -54%,999
3 Written guotes required. When returned by the company/supplier,
the Reguest farm is to be kept as a record of the written quotation,

Shire of Kalamunda
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and an evaluation of written guotation form is to be completed.
Factars to be considered in the decision making process as per
“direct purchase”,

Authorisation: Managers
Reguest for Quotation 550,000 - $99,999

Requests for guotation form to be completed detailing specifications.
Factars to be considered in the decision making process as per
“direct purchase”,

Autharisation: Directors

(ili) Tenders 5100,000 and greater
Tender to be called for goods and services greater than 5100,000 in
value (refer Tender Guideline).

Authorisation: CEO up to 5200,000 and Council for goods and
services greater than 5200,000.

5.2 Purchase Orders

Before a purchase order is raised at the two centralised locations, the
purchase requisition is checked to ensure it is properly completed and been
approved

The purchasing officer raises the purchase order electronically from the
authorised purchase reguisition through Synergy. One copy of the
purchase order is faxed to the supplier, with the original inciuding
supporting documents sent to accounts payable for matching with supplier
invaices,

If there is an open purchase order, the value of the open purchase order is
tracked by writing the value of the invoices currently paid on the purchase
order. If the sum of invoices raised on one purchase order exceeds the
ariginal value of the purchase order, then accounts payahle infarms the
originator of the original order to raise another purchase order. New orders
should not be raised if value remains on an existing purchase order for

Shire of Kalamunda
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goods and services. Raising new arders when existing orders remain
unfilled may inflate the Shire's outstanding commitments. Therefore
existing open orders should be completed prior to a new purchase order
being raised.

Designated forms should be completed to evidence the recording of
fquotations. This is done ta ensure there is transparency in the process with
reasons for selecting specific suppliers, and justification for purchase
decisions. Evidence of requested quotes should be maintained such as
names, ielephone numbers, email addresses and written correspondence.

Often guotes cannot be selected based on price alone, and therefore,
recarding the reasons for selection is required to demaonstrate the probity
of all purchasing decisions. Quotes and supporting documentation should
be attached to the printed copy of the purchase requisition and forwarded
for approval.

5.3 Corporate Credit Cards

Corporate credit cards are equivalent to a purchase order issued to a
nominated hand full of staff for selective types of purchases where
suppliers require a credit card instead of a purchase order e.g. for payment
of flights and accommodation, supplies from Bunning's, [GA and others.
Holders of corporate credit cards are required to provide supporting
information and invaices with their manthly statement befare the credit
card account is processed for payment.

For supplies of goods and services greater than 5100,000 the Shire has
established administrative procedures relating to the calling of expressions
of interest or tenders for goods and services (refer to Tender Guideline).

5.4 Approval Threshald's

The Delegations Register provides thresholds for the aporoval of purchase
requisitions (Refer Attachment 12.1).

Where the value of a supply of goods or services exceeds a person's
delegated threshold, the requisition should be forwarded and approved by
a person with the delegated power within the business unit or directorate.

Shire of Kalamunda
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6. Preferred Suppliers

The Shire uses preferred suppliers under its Purchasing Policy [PURL) who
are prequalified for one off purchases of up to 510,000 and where the
annual supply does not exceed 5100,000. Preferred suppliers are
recognised a5 being able to provide value for money, being reliable and
having a good working relationship with the Shire in the delivery of certain
supplies of goods and services.

7. Panel Suppliers

The Shire Purchasing Policy permits the use of panel suppliers who are
prequalified to meet certain Shire requirements for the supply of goods
and services and are appointed through a tender process. Panel suppliers
are required to provide supporting infarmation with their invaices in
accordance with their panel contract. Panel supplier invoices should not be
approved for payment without the required supporting information. The
waork undertaken by panel suppliers under contract may exceed 5100,000
without the need to call tenders,

The scope of work should conform to specifications in the panel contract.
If 2 panel supplier contract allows for additions or deletions of these

services, notice should be given formalised in writing before the work is
undertaken.

. Processing of Invoices for Payment

Purchase orders received by accounts payable are filed awaiting the
suppliers invoice. Invoice recelved are checked against the order and sent
ta the eriginator for approval before being processed by accounts payable
for payment.

Request for Tender (Refer to Tender Guideline)

Regulation 11{1) requires tenders to be publicly invited where the contract
for goods or services is expected to be more than 5100,000.

8
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Refer to Tender Guideline for procedures to be followed,

10. Record Keeping

The State Records Act 2000 reqguires infarmation to be kept and maintained
in accordance with an approved record keeping plan.

Section 3 (2) of the State Records Act & reference to the keeping of records
includes;

(a) To creating, maintaining, indexing, organizing, storing, preserving, securing,
retaining and managing records and

(b} To maintain, preserving, securing and retaining the means by which any
information on a record can be recovered.

11. Internal and External Independent Review

Purchasing procedure will be subject to regular Internal and external Audit

review to ensure there is compfiance with legislation and proper practices.

12. Attachments

Shire of Kalamunda
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12.1 Approval Thresholds for Authorising Purchase Orders

POSITION

Autharity to Sign
Orders
Under Under Under
5200,000 555,000 | 550,000

CED

Director of Corporate and Community Sarvices

Director of Development and Infrastructure Services
Manager Human Resources B Organisational Development
Manager Governance

Manager Environmental Health & Community Compliance &
Safaty

Manager Development Services

Manager Infrastructure Operations

Manager Technical Services

Manager Economic, Property and Procurement Services
Manager Community Development

Manager Technical and Corporate Support

Manager Financial Services

Internal Auditor

12.2 Forms

L]

Quotation Record Sheet

Reqguest far Quotation
Purchase Reguisition

Purchase Order

10

Shire of Kalamunda
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Declaration of financial/conflict of interests to be recorded prior to dealing with each item.

08. Sundry Debtor Write-Off
Previous Items OCM 39/2011
Responsible Officer Director Corporate & Community Services
Service Area Corporate Services
File Reference
Applicant N/A
Owner N/A
Attachment 1 Summary of Debtors for period ended 31 August

2012
PURPOSE
1. To consider the further write off of debtors identified since the last meeting of

the Audit Committee on 24 October 2011.
BACKGROUND

2. The Shire has in place a debt collection procedure for sundry debtors,
involving follow up reminders, phone calls and ultimately referral to Dun &
Bradstreet for an initial free reminder service before commencing formal
proceedings. In some cases the Shire can also choose to review the debt
incurred or recognise the debt is not recoverable for various reason and in
these cases will recommend they be written off.

3. The external auditors, UHY Haines Norton, in their Interim and Final Audit for
the financial year 2011/2012 have requested the Shire review the
recoverability of these outstanding debts.

DETAILS

4. A Summary of Debtors for period ended 31 August 2012 totalling $14,451.66
has been identified and is shown as (Attachment 1). These sundry debts are
for invoices issued for multiple expenses in 2010/2011 financial year. The
nature of the debts incurred show that the Shire did not willingly enter into
these transactions and that the restitution was unfortunately necessarily
required due to the greater impact on the community.

5. The first debt outstanding of $13,342.86 relates to a car accident caused by
Mr Fazari. The costs incurred in the clean-up of the road are not covered by
the Shire’s insurers, LGIS Insurance, as there is an exclusion clause on roads
and the accident was not a Shire vehicle. FOI searches have proved the debt
was correctly owed by Mr Fazari, however, all attempts to recover the debt
have proved to be fruitless. Mr Fazari is not contactable. No proven assets
have been found to lodge a lien or caveat against this debt.

Shire of Kalamunda
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6. The second outstanding debt of $1,108.80 relates to private works incurred
for damage repairs incurred by Mr Steve John Mack. Dun & Bradstreet were
contracted to recover the debt. The Shire has since been informed that Mr
Mack is not contactable. The quantum of the amount involved does not make
it economically viable to incur any further legal costs to recover this debt as
the probability of recovering it is minimal.

STATUTORY AND LEGAL IMPLICATIONS

7. Section 6.12(1) (c) of the Local Government Act 1995 provides the authority
for Council to write off sundry debts such as these.

POLICY IMPLICATIONS
8. Nil.

PUBLIC CONSULTATION/COMMUNICATION
9. Nil.

FINANCIAL IMPLICATIONS

10. The budget allocation for doubtful and bad debts for 2011/2012 is $12,000.
Subject to endorsing recommendation, the budget would be over drawn by
$14,388.88 taking into account the write offs passed in October 2011 of
$11,937.22.

11. During the recent interim audit, comment was made by the inspecting audit
officer over the age of these debts and questioning the likelihood of recovery.
It is proposed that this write off be passed in the 2011/2012 financial year as
a final adjustment.
STRATEGIC AND SUSTAINABILITY IMPLICATIONS
Strategic Planning Implications
12. Nil.

Sustainability Implications

Social Implications

13. It is acknowledged that the wider community would have been adversely
impacted if restitution work was not done by the Shire.

Economic Implications

14. Nil.

Environmental Implications

15. Nil.

Shire of Kalamunda
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OFFICER COMMENT

16. Approval is being sought from the Audit Committee and Council on the two
balances to be written off.

17. Although the officers are in agreement with the Auditors’, UHY Haines Norton,
recommendation that this amount written back in the previous year, the
Council in its authority may choose to consider these write offs be effected in
the current financial year, 2012/2013.

Voting Requirements: Simple Majority

OFFICER RECOMMENDATION (AU 08/2012)

That Council:
1. Endorses the write off of sundry debts totalling $14,451.66 as detailed in
(Attachment 1) in the financial year 2011/12.
Moved:
Seconded:
Vote:

Shire of Kalamunda
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Attachment 1

SHIRE OF KALAMUNDA
SUMMARY OF DEBTORS
FOR THE PERIOD ENDED 31st August 2012
AMOUNT DEBTOR DETAILS STATUS
|Henw debt since aged =80 days
>80 days
513,242 86 |Agoating Fazan Privata Waorks Costs - WPBE Ciaan Up & Repairs at Crysal Brook Road, Watle Grove
WA after Traffic Accident
§1.108.80 |Steven John Mack Private Warks Costs - WPES Private Warks Costs - Road Guittering Ralling Repairs.
(WPEE), Lodged debt with Dun & Bradstrest - 1207/2011.
Advised by D&B that Dabtor |s currently not contactable and
may nob be worth pursuing hurther. 8 Confidential Report on
tha Dabtor will be submitted to Audit Committes,
5$14,451.66 | TOTAL OUTSTANDING

Shire of Kalamunda
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7.0 CLOSURE
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