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AUDIT COMMITTEE MINUTES 26 April 2023

CITY OF GREATER GERALDTON

AUDIT COMMITTEE MEETING
TO BE HELD ON WEDNESDAY 26 APRIL 2023 AT 3.00PM
IN THE GREENOUGH ROOM - CIVIC CENTRE

MINUTES

1 DECLARATION OF OPENING
The meeting was declared open at 3.00 pm by Chairman Mayor Van Styn

2 ATTENDANCE

Present:

Mayor Van Styn
Deputy Mayor Clune
Cr N Colliver

Officers:

R McKim, Chief Executive Officer

P Radalj, Director Corporate Services
R Doughty, Chief Financial Officer

T Machukera, Financial Accountant
M Adam, Minute Secretary

By Invitation: (by video link)
Amit Kambra
Mark Ambrose

Apologies:
Cr Thomas (proxy)

Leave of Absence:
Cr Reymond

3 CONFIRMATION OF PREVIOUS MINUTES
Recommendation: That the minutes of the City of Greater Geraldton Audit
Committee meeting held on 14 March 2023 as attached be accepted as a
true and correct record of proceedings.

MOVED: Cr Colliver SECONDED Cr Clune

Signed Dated
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COMMITTEE DECISION

That the minutes of the City of Greater Geraldton Audit Committee
meeting held on 14 March 2023 as attached be accepted as a true
and correct record of proceedings.

CARRIED 3/0

Signed Dated
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CITY OF GREATER GERALDTON

AUDIT COMMITTEE MEETING
TO BE HELD ON TUESDAY 14 MARCH 2023 AT 3.30PM
IN THE GREENOUGH ROOM - CIVIC CENTRE

MINUTES

DECLARATION OF OPENING
The meeting was declared open at 3.31pm by Chairman Mayor Van Styn

ATTENDANCE

Present:

Mayor Van Styn
Deputy Mayor Clune
Cr N Colliver

Officers:

R McKim, Chief Executive Officer

P Radalj, Director Corporate Services

T Machukera, Acting Chief Financial Officer

B Pearce, Manager Corporate Compliance and Safety
K Wheeler, Minute Secretary

By Invitation:
Nil

Apologies:
Cr Reymond
Cr T Thomas (proxy)

Leave of Absence:
Nil

CONFIRMATION OF PREVIOUS MINUTES

Recommendation: That the minutes of the City of Greater Geraldton Audit
Committee meeting held on 13 December 2022 as attached be accepted
as a true and correct record of proceedings.

COMMITTEE DECISION

Cr Clune moved a motion requesting the next external audit of Work
Health and Safety systems (AC123 - LGIS Worksafe Plan Tier 3 Safety
Audit) should include representation from City Volunteers.

MOVED Mayor Van Styn SECONDED Cr Colliver

Signed Dated




That the minutes of the City of Greater Geraldton Audit Committee
meeting held on 13 December 2022 as attached be accepted as a
true and correct record of proceedings.

CARRIED 3/0

Signed Dated




4 ITEMS FOR AUDIT COMMITTEE REVIEW

AC130 COMPLIANCE AUDIT RETURN

AGENDA REFERENCE: D-23-022296

AUTHOR: M Adam, Governance Coordinator
EXECUTIVE: P Radalj, Director Corporate Services
DATE OF REPORT: 15 February 2023

FILE REFERENCE: G0O/11/0020

ATTACHMENTS: Yes (x1)

Compliance Audit Return 2022

EXECUTIVE SUMMARY:

The purpose of this report is for the Audit Committee to review the 2022
Compliance Audit Return (CAR) for the purposes of providing a report on the
review to the Council.

EXECUTIVE RECOMMENDATION:

That the Audit Committee by Simple Majority pursuant to Section 7.1C of the
Local Government Act and regulation 14 of the Local Government (Audit)
Regulations 1996 RESOLVES to:

1. REVIEW the results of the Compliance Audit Return 2022.

2. REPORT to Council the results of the Audit Committee review of the
Compliance Audit Return 2022, at the Ordinary Meeting of Council
on 28 March 2023.

PROPONENT:
The proponent is the City of Greater Geraldton

BACKGROUND:

In accordance with section 7.13(1) of the Local Government Act 1995 and
regulation 14 of the Local Government (Audit) Regulations 1996, the City is
required to carry out a compliance audit for the period 1 January 2022 to 31
December 2022 and prepare a Compliance Audit Return (CAR) in a form
approved by the Minister.

The 2022 CAR is provided to the City by the Department of Local Government,
Sport and Cultural Industries (the Department) and the areas of compliance are
restricted to those considered high risk.

COMMUNITY, ENVIRONMENT, ECONOMY AND GOVERNANCE ISSUES:

Community:
There are no adverse community impacts.

Environment:
There are no adverse environmental impacts.

Signed Dated




Economy:
There are no adverse economic impacts.

Leadership:

Review of the Compliance Audit Return and reporting to the Council by the
Audit Committee is a regulatory requirement under the provisions of the Local

Government (Audit) Regulations 1996 r.14 (3A).

RELEVANT PRECEDENTS:

The Audit Committee reviewed the 2021 Compliance Audit Return for the City
of Greater Geraldton on 22 February 2022 AC115 and submitted a report to the

Council on 29 March 2022 (report CCS677).

COMMUNITY/COUNCILLOR CONSULTATION:
There has been no community/councillor consultation.

LEGISLATIVE/POLICY IMPLICATIONS:
Local Government Act 1995 s. 7.13(1)
Local Government (Audit) Regulations1996 r.14

14. Compliance audits by local governments

(1) Alocal government is to carry out a compliance audit for the period
1 January to 31 December in each year.

(2) After carrying out a compliance audit the local government is to prepare a
compliance audit return in a form approved by the Minister.

(3A) The local government’s audit committee is to review the compliance audit
return and is to report to the council the results of that review.

(3) After the audit committee has reported to the council under
subregulation (3A), the compliance audit return is to be —

(a) presented to the council at a meeting of the council; and
(b) adopted by the council; and
(c) recorded in the minutes of the meeting at which it is adopted.

FINANCIAL AND RESOURCE IMPLICATIONS:
There are no financial or resource implications.

INTEGRATED PLANNING LINKS:

Strategic Direction:

Aspiration: A strong local democracy with an

Leadership engaged community, effective partnerships,
visionary leadership and well informed
decision-making.

Outcome 4.2 Decision making is ethical, informed and inclusive

REGIONAL OUTCOMES:

There are no impacts to regional outcomes.

Signed

Dated




RISK MANAGEMENT

Local Governments are legislatively required to carry out a compliance audit for
the period 1 January to 31 December in each year and prepare a return in the
form approved by the Minister. The return must be reviewed by the Audit
Committee, and the Committee are required to report to the Council the results
of the review. Council is required to adopt the CAR and submit to the
Department CEO by the 31 March following the period to which the return
relates. Compliance with these provisions addresses the risk associated with
regulatory obligation.

ALTERNATIVE OPTIONS CONSIDERED BY CITY OFFICERS
No alternatives have been considered.
COMMITTEE DECISION
MOVED Cr Clune SECONDED Cr Colliver
That the Audit Committee by Simple Majority pursuant to Section 7.1C of
the Local Government Act and regulation 14 of the Local Government
(Audit) Regulations 1996 RESOLVES to:
1. REVIEW the results of the Compliance Audit Return 2022.
2. REPORT to Council the results of the Audit Committee review of

the Compliance Audit Return 2022, at the Ordinary Meeting of
Council on 28 March 2023.

CARRIED 3/0

Signed Dated




5

6

7

FRAUD CONTROL — STANDING ITEM - Nil

GENERAL BUSINESS

Cr Clune requested an update on the City’s transition to the new
accounting systems. Paul R provided an overview of the IBIS Project,
indicating Phase 1 (of 4 x Phases to be implemented over 3 years) will
be live in July 2023. Phase 1 includes Payroll, HR, Accounts Payable,
Procurement and some aspects of ERM (record keeping) and Asset
Management.

Temba M indicated an Entrance Meeting with Auditors (RSM) will be
scheduled for April 2023.

Paul R noted correspondence received from the Department of Local
Government, Sport and Cultural Industries regarding reporting
requirements to the Minister for Local Government in relation to the
Information Systems Audit Report 2022. A written response has been
sent to the Minister, noting the elements of risk associated with ICT
audit findings / actions being published on the City’s website. A
response from the Minister has not yet been received.

MEETING CLOSURE

There being no further business, the meeting was declared closed at 3.59pm

Signed Dated
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4 ITEMS FOR AUDIT COMMITTEE REVIEW

AC131 AUDIT ENTRANCE MEETING WITH OAG AND RSM

AGENDA REFERENCE: D-23-047836

AUTHOR: R Doughty, Chief Financial Officer
EXECUTIVE: P Radalj, Director Corporate Services
DATE OF REPORT: 11 April 2023

FILE REFERENCE: GO/11/0020-0025

ATTACHMENTS: Yes (x1)

Audit Planning Memorandum

EXECUTIVE SUMMARY:
The purpose of this report is to provide the Committee with the Audit Planning
Memorandum for the year ending 30 June 2023.

EXECUTIVE RECOMMENDATION:
That the Audit Committee by Simple Majority pursuant to Section 7.1C of the
Local Government Act 1995 RESOLVES to:

1. RECEIVE the Audit Planning Memorandum for the year ending 30 June
2023.

PROPONENT:
The proponent is the City of Greater Geraldton.

BACKGROUND:

The Local Government Amendment (Auditing) Act 2017 made legislative
changes giving the Auditor General the mandate to audit Western Australian
local governments. The Act allows the Auditor General to contract out some or
all the financial audits, but all audits remain the responsibility of the Auditor
General.

Each year the Office of the Auditor General (OAG) undertake an audit of the
City’s financial report. The OAG appointed RSM as the contract auditor who
will undertake the audits for the period 2020-21 to 2022-23.

The interim audit for the 2022-23 year is scheduled for May 2023, and prior to
this an Entrance meeting is required to discuss the Audit Planning
Memorandum (draft attached). This document provides detail of the proposed
approach by RSM Australia in undertaking the financial audit.

COMMUNITY, ECONOMY, ENVIRONMENT AND LEADERSHIP ISSUES:

Community:
There are no adverse community impacts.

Economy:
There are no adverse economic impacts.

Signed Dated
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Environment:
There are no adverse environmental impacts.

Leadership:
There are no adverse leadership impacts.

No Officer involved in the preparation of this report has a declarable interest in
this matter.

RELEVANT PRECEDENTS:

Each year an audit entrance and exit meeting is held with OAG, the audit
committee, and the contract auditor. The previous entrance meeting was 19
April 2022 report AC1109.

COMMUNITY/COUNCILLOR CONSULTATION:
There has been ho community/councillor consultation.

LEGISLATIVE/POLICY IMPLICATIONS:
Local Government (Audit) regulations 1996, section 16:
An audit committee has the following functions —
(@) to guide and assist the local government in carrying out —
()its functions under Part 6 of the Act; and

(i)its functions relating to other audits and other matters related to
financial management;

(b) to guide and assist the local government in carrying out the local
government’s functions in relation to audits conducted under Part 7 of
the Act;

(c) to review a report given to it by the CEO under regulation 17(3) (the
CEO’s report) and is to —

(i) report to the council the results of that review; and
(ii) give a copy of the CEQO’s report to the council;

(d) to monitor and advise the CEO when the CEO is carrying out
functions in relation to a review under —

(i) regulation 17(1); and

(i) the Local Government (Financial Management) Regulations 1996
regulation 5(2)(c);

(e) to support the auditor of the local government to conduct an audit and
carry out the auditor’s other duties under the Act in respect of the
local government;

)] to oversee the implementation of any action that the local
government —

(i) is required to take by section 7.12A(3); and

Signed Dated
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(i) has stated it has taken or intends to take in a report prepared
under section 7.12A(4)(a); and

(ii) has accepted should be taken following receipt of a report of a
review conducted under regulation 17(1); and

(iv) has accepted should be taken following receipt of a report of a
review conducted under the Local Government (Financial
Management) Regulations 1996 regulation 5(2)(c);

(g) to perform any other function conferred on the audit committee by
these regulations or another written law.

FINANCIAL AND RESOURCE IMPLICATIONS:
Provision in the budget is made to undertake the audit.

INTEGRATED PLANNING LINKS:

Strategic Direction: | Aspiration: A strong local democracy with an engaged

Leadership community, effective partnerships, visionary
leadership and well informed decision-making.

Outcome 4.2 Decision making is ethical, informed and inclusive

Outcome 4.7 Council understands its roles and responsibilities and
leads by example

REGIONAL OUTCOMES:
There are no impacts to regional outcomes.

RISK MANAGEMENT:
The audit entrance meeting assists both the Committee and the OAG to
undertake the annual financial audit.

ALTERNATIVE OPTIONS CONSIDERED BY CITY OFFICERS:
No alternative options were considered.

NOTED

The Committee Received the Audit Planning Memorandum for the year
ending 30 June 2023.

Signed Dated
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1. INTRODUCTION

This audit planning memorandum (APM) outlines the scope of our work and the key
considerations in relation to our audit of City of Greater Geraldton (“City” ) for the year ended
30 June 2023.

The purpose of this document is to set out our understanding of the key areas in the audit,
when we will conduct the audit and your audit team.

The APM is prepared with input from management. The APM is tailored for the City’s
environment and revised throughout the year to adjust for business developments,
additional relevant matters arising, changes in circumstances, findings from activities
performed and feedback we receive from you.

We look forward to working together with you.

Please do not hesitate to contact either one of us or one of the other team members should
you wish to discuss any aspect of the engagement.

AMIT KABRA MARK AMBROSE
Director — Assurance & Advisory Senior Director — Financial Audit
RSM Australia Pty Ltd Office of Auditor General
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Ktis ourstrong, collaborativeapproach that differentiates us\

We will:
f Be committed toquality andexcellence.
f Providetailored insights to help you makeritical
decisions with confidence.
f Add value through ideas and insight.
f Bring you expert global and local knowledge
f Help youmove forward with confidence.

@perience thepower of being understood.

/

RSM



2. AUDIT SUMMARY

Purpose of the Audit Planning Memorandum

The primary purpose of this Audit Planning Memorandum (APM) is to brief the City of Greater
Geraldton (City) on the proposed approach by RSM Australia (RSM), on behalf of the Office
of the Auditor General (OAG), to audit the financial report of the City for the year ending 30
June 2023.

The APM forms the basis for discussion at the audit entrance meeting scheduled for 26 April
2023 and is a key tool for discharging our responsibilities in relation to communicating with
those charged with governance.

Scope of the Engagement
The scope of this engagement involves:

(a) Expressing an opinion on the audit of the general-purpose financial statements for the
financial year ending 30 June 2023, prepared in accordance with the Local Government
Act 1995 (Act), the Local Government (Financial Management) Regulations 1996
(Financial Management Regulations ), Australian Accounting Standards, to the extent
that they are not inconsistent with the LG Act and the Financial Management Regulations.
The term ‘Australian Accounting Standards’ refers to Standards and Interpretations issued
by the Australian Accounting Standard Board (AASB).

(b) Report on the City’s compliance with other legal and regulatory requirements as required
by the Local Government (Audit) Regulations 1996 (Audit Regulations ).

As required by the Auditor General Act 2006, the Auditor General is required to express an
opinion on the audit of the financial statements.

In addition to the above, the City also requires acquittal certifications of the following grants:

(a) Roads to Recovery (R2R) grant under the National Land Transport Act 2014, Part 8; and

(b) Local Roads and Community Infrastructure Program (LRCIP) grant in accordance with the
LRCIP guidelines issued by the Australian Government Department of Infrastructure,
Transport, Regional Development and Communications.

RSM will audit these certifications on behalf of the OAG.
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Matters of significance

In accordance with section 24(1) of the Auditor General Act 2006, the Auditor General is
required to report on matters arising out of the performance of the Auditor General’s functions
that are, in the opinion of the Auditor General, of such significance as to require reporting.

Arrangements

Audits are not an absolute guarantee of the accuracy or reliability of the City’s information and
may not have identified all matters of significance. This is because the work undertaken to
form an opinion is permeated by judgement and most audit evidence is persuasive rather than
conclusive. In addition, there are inherent limitations in any audit, including the use of testing,
the effectiveness of internal control structures and the possibility of collusion.

Primary responsibility for the detection, investigation and prevention of irregularities rests with
City. Consequently, the City remains responsible for keeping proper accounts and maintaining
adequate systems of internal control, preparing and presenting the financial statements,
complying with the Financial Management Act 2006 and other relevant laws.

Under the Auditor General Act 2006, audit staff have unrestricted access to information held
by the City, irrespective of any restrictions on disclosure imposed, such as secrecy provisions.

Confidentiality of audit files and working papers is required under the Auditor General Act
2006. The Office of the Auditor General is an ‘exempt agency’ under the Freedom of
Information Act 1992. The signed contract between the Auditor General and RSM contains
strict confidentiality clauses.

RSM's relationship with the OAG and the  City

RSM has been contracted by the OAG to execute the scope and report to the OAG.

RSM is also required to report to the OAG any matter which may affect the Auditor General’s
responsibilities under sections 15 and 24 of the Auditor General Act 2006.

RSM'’s services will be conducted under the overall direction of the Auditor General, who will
retain responsibility for forming the audit opinions and issuing the audit report to the City. The
contract requires RSM to use its audit approach and methodology.

RSM



2. AUDIT SUMMARY (CONTINUED)

Timing

Based on discussion with management, we have agreed on the below milestones. A detailed timetable can be found at Appendix 1.

ENTRANCE INTERIM AUDIT

MEETING FINDINGS
26 April 2023 MEETING

16 June 2023
s
7
/
/

|
|
|
|
®

7/
7/
»

AUDIT PLANNING MEMORANDUM ( INTERIM MANAGEMENT LETTER
1
1

[}
N
N

-—-e

FINAL EXIT MEETING

1 1
:- - ilg_A;PE'_Z(:Zf _______ ! o 53_‘]:‘?3_2?2_3 ________ 1 8 December 2023
I ————————————————————————— I ——————————
{ INTERIM AUDIT FIELD WORK | (" "FINAL AUDIT FIELDWORK |
! 1 May — 5 May ] ! 2 — 6 October |
J
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3. AUDIT APPROACH

Internal control
environment

In accordance with Australian Auditing Standards, we will perform a review
of the design and operating effectiveness of the entity’s significant financial
recording and reporting processes.

We will ensure that any significant deficiencies that come to our attention
during our audit are communicated to the councillors and management in
a timely manner.

Refer to Appendix 3 Key Controls for more details.

Materiality

The planning materiality level will be calculated and determined using the RSM
international audit methodology. The amount may be adjusted during the audit,
depending on the results of our audit procedures.

Based on our professional judgment, we determined certain quantitative
thresholds for materiality, including the overall materiality for the financial
statements. These, together with qualitative considerations, helped us to
determine the nature, timing and extent of our audit procedures on the
individual financial statement line items and disclosures and to evaluate
the effect of identified misstatements, both individually and in aggregate,
on the financial statements and on our opinion.

Fraud
Considerations

Under Auditing Standard ASA 240 The Auditor's Responsibilities Relating
to Fraud in an Audit of a Financial Report, when planning and performing
audit procedures and evaluating the results, the auditor must consider the
risk of material misstatement in the financial statements because of fraud
and error.

Although ASA 240 sets out the principles and procedures we must follow,
the primary responsibility for the prevention and detection of fraud and error
rests with the management of the City. The City is responsible for
maintaining accounting records and controls designed to prevent and
detect fraud and error, and for the accounting policies and estimates
inherentin the financial statements. Referto Appendix 4 Fraud Risk for more
details.

Key Areas of
Audit Focus

For all significant risk material account balances, the engagement team will
specify which audit assertions pose significant audit risk and test this balance
to ensure it is not materially misstated.

Where we have determined that an assessed risk of material misstatement at
the assertion level is a significant risk, we will perform substantive procedures
that are specifically responsive to that risk.

Non-significant risk material balances will be audited by substantive analytical
procedures and tests of details, as necessary.

Refer Section 5 Key Areas of Audit Focus for more details.

Information
Systems

In accordance with Australian Auditing Standards, we will obtain an
understanding of the information system, including the related business
processes, relevant to financial reporting, including (amongst others) how the
information system captures events and conditions, other than transactions,
that are significant to the financial statements.

Refer to Appendix 7 Information Systems Audit Specialist for more details.

Other Ciritical
areas

We will audit the critical disclosures in the financial statements by verifying the
underlying calculations and auditing the evidence to support the amounts
disclosed.

Refer to Section 6 Other Critical Areas in The Financial Statements for more
details.

Going Concern

In accordance with Australian Accounting Standards, management is required
to make an assessment of the entity's ability to continue as a going concem
when preparing the financial report.

We will review management's assessment and, along with our audit evidence,
form an opinion on the entity’s ability to continue as a going concern.

Compliance

We will enquire and consider the impact on the financial report any non-
compliance with laws and regulations during our audit. Any identified instances
of non-compliance will be reported to the councillors and management in a
timely manner.
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4. CURRENT YEAR DEVELOPMENTS

As at the date of this audit plan, the City has advised the following major developments have, or will, occur during the current financial year, which may significantly affect our audit approach and
procedures. We will obtain an update on any further major developments during our interim and final audit procedures.

Proposed Changes in Local Government  Regulation

The State Government has announced a package of major reform for WA local government in
November 2021. The proposed reforms have been developed based on findings identified as
part of the Local Government Act Review and recommendations of various reports.

The Department of Local Government, Sport and Cultural Industries (DLGSC) has started work
to implement the changes. The work by the DLGSC aligns with six themes of the proposed
reforms including improved financial management and reporting.

As at the date of the APM, the first tranche of the reforms have been passed through Parliament,
focusing on electoral reform with the second tranche to be introduced later in 2023. New
standardised financial reporting templates will also be introduced by April 2023 to make
financial reports clearer and easier to understand.

The new model financial templates will have new disclosure requirements, however at this
stage it is unclear if there will be any impacts on the City for this financial year.

RSM Audit response

f

While it has no impact to FY23, we will continue to review developments arising from
the reform project and will assess the impact of changes to regulatory requirements
and determine whether, to the extent necessary, any changes in controls and
processes may be required.

We will also ensure that the financial report comply with new requirements, if any.

Reduction in number of Councillors

Pursuant to the local government reforms, the City of Greater Geraldton council has
approved a plan to reduce its number of representatives over the next two elections to meet
new State Government reforms.

At a meeting on 31 January 2023, the council approved a motion which will see the number
of councillors reduced from 12 to eight, plus a directly elected mayor, over the next two
elections.

The council will shrink from 12 to 10 councillors after the upcoming election in October 2023
this year, and then from 10 to eight following elections in 2025.

This change does not affect the current financial year 2022-23 and the related parties'
remuneration.

RSM Audit response

f

Our audit approach will involve reviewing the minutes of the council meetings and
other relevant documentation to confirm the approval and effective date of the plan
and verifying that the remuneration to the related parties has been properly
accounted for and disclosed in accordance with the relevant accounting standards
and the City's policies.

We will also assess the potential financial implications of this change in future years
and disclose any relevant information in the financial statements.

City of Greater Geraldton | Audit Planning Memorandum for the year ending 30 June 2023

~



Roads Renewal and Other Capital Projects RSM Audit response

The City of Greater Geraldton has been actively engaged in road renewals, with ongoing f  Our audit approach will involve obtaining detailed documentation and evidence of
expenditure of $7 million to March 2023 in the current year, compared to $11.3 million in the these projects, including but not limited to review of business case and council
previous year. Additionally, there are notable projects such as the Meru Integrated Resource approval, contracts, invoices, and progress reports, and verifying the accuracy and
Recovery Facility with a budget of $7 million set to commence in May 2023, with expenditure completeness of the capital expenditure recorded in the financial statements.
capitalised in the current and next financial year, as well as renewal of certain property and ) ) . .
equipment with a budget of $1.6 million. f  We will also assess the appropriateness of the accounting treatment and disclosure

of these projects in accordance with the relevant accounting standards and the City's
accounting policies.

Construction of the WA electric vehicle highway RSM Audit response
The City of Greater Geraldton is part of Australia’s longest electric vehicle (EV) highway (A state f  No significant impact to the financial statements but the audit team will review the
government project) with construction of the highly anticipated public charging station in the fixed asset register to ensure completeness of the cost capitalised.

CBD now underway near the entrance to the Francis Street carpark.

The charging stations are part of the State Government's proposed EV network being
constructed by Synergy and Horizon Power that will run from Perth to Kununurra, along the
southwest coast to Eucla and east to Kalgoorlie which includes 98 charging stations at 49
locations across the State.

The City of Greater Geraldton has incurred a minimal expenditure of $29,000 on the construction
of electric vehicle charging stations.
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S.

KEY AREAS OF AUDIT FOCUS

As part of the risk assessment, we have determined whether any of the risks identified are, in our
judgment, a significant risk. A significant risk is an identified and assessed risk of material
misstatement that, in our judgment, requires special audit consideration. The assessment is

based upon:
f Enquiries of the Local Government Administration and Executive.
f The complexity of transactions within each area.
[ The extent of specialist skill or knowledge needed to perform the planned audit requirement.
f The degree of subjectivity in the measurement of financial information related to the risk,

f

especially those measurements involving a management estimate and judgment.
Whether the area is exposed to fraud risk.

Using the 30 June 2023 budget, recent financial reports to Council and the 30 June 2022 financial
statements as a guide and referring to the RSM calculated materiality amount and risk
assessment, RSM has identified the following potential significant risks and balances for the
current financial year:

Significant risks

Statement of comprehensive income Statement of financial position
f Revenue recognition: Grants, f Investment property
subsidies and contributions f Infrastructure
(operating and non-operating) [ Property, plant, and equipment

Management override

Key balances

Statement of comprehensive income
[ Rates
f Materials and contracts
f Employee benefits expense
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Likelihood of material misstatement

Infrastructure

Property,

e plant, and

equipment

Grants, Subs
& Contrib.

Employee
benefits
expense

Management

Materials and override

contracts

Potential impact on financial statements and notes

Significant risks Key balances




5. KEY AREAS OF AUDIT FOCUS (CONTINUED)
SIGNIFICANT RISK

1. Management override of controls

Reasons why RSM considers this area as significant risk RSM Audit response

f Recording fictitious journal entries to manipulate operating results or achieve other f  Testing journal entries recorded in the general ledger and adjustments on a sample
objective. basis based on data analytics to identify journal entries that exhibit characteristics of

. L . . : . audit interest.
f  Inappropriately adjusting assumptions and changing judgements used to estimate

account balances. f  Assessing accounting estimates for evidence of biases.
Altering records and terms related to significant and unusual transactions. [ Review unusual, significant transactions and related party transactions.

Omitting, obscuring, or altering the timing of recognition and /or disclosure of transactions f  Conduct unpredictability test (discussed in Appendix 4).
required under AASBs

2. Revenue recognition — G rants, subsidies and contributions, F  ees and charges

Reasons why RSM considers this area as significant risk RSM Audit response

The Local Government recognises revenue from multiple revenue streams outside of its  Test of controls including:
income from rates, including operating grants, subsidies and contributions, fees and charges

and non-operating grants, subsidies and contributions f  Assess the design, implementation and operating effectiveness of key internal controls

operating within the revenue cycle, including application controls.

There is a risk that the recognition of revenue may not be compliant with the requirements of f  Reviewing the IT general controls related to core financial accounting system.
AASB 15 Revenue from Contracts with Customers and AASB 1058 Income for Not-for-Profits.
Substantive testing including:

Furthermore, there is a presumed fraud risk within revenue recognition under the Australian f  Perform analytical procedures on fees and charges (such as those related to waste
Auditing Standards. management).

f  Performing test of details, on a sample basis, over fees and charges and grants,
subsidies and contributions throughout the year and include transactions near year end
to ensure they are correctly and completely accounted for in line with the Local
Government’s revenue recognition policy.

[ Perform calculation checks for contract liabilities related to grants, subsidies and
contributions and vouch to agreements.

Review receivables balances on a sample basis and perform subsequent receipt testing.

Perform testing on journal entries for any management override of internal controls
related to revenue recognition.
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AUDIT COMMITTEE MINUTES 26 April 2023

5 FRAUD CONTROL - Nil
6 GENERAL BUSINESS - Nil

7 MEETING CLOSURE

There being no further business, the meeting was declared closed at 3.42 pm

Signed Dated
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