














EASTERN METROPOLITAN REGIONAL COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2011

24. EMPLOYEES' REMUNERATION

25.

26.

27.

28.

Set out below, in bands of $10,000, is the number of employees of the Eastern Metropolitan Regional Council

entitled to an annual salary of $100,000 or more:

100,000 — 109,999
110,000 — 119,999
120,000 — 129,999
160,000 — 169,999
170,000 — 179,999

COMMITMENTS FOR CAPITAL EXPENDITURE

ACTUAL
2010/2011

= A N -, O

ACTUAL
2010/2011
$

ACTUAL
2009/2010

= O =2 N -~

ACTUAL
2009/2010
$

Commitments for the acquisition of assets contracted for at the reporting date but not recognised as

liabilities, payable:
- Not longer than one year

Total Capital Commitments

FINANCIAL RATIOS

Current Ratio

Debt Ratio

Debt Service Ratio

Gross Debt to Revenue Ratio

Untied Cash to Trade Creditors Ratio

Gross Debts to Economically Realisable Assets Ratio
Rate Coverage Ratio

Outstanding Rates Ratio

CONTINGENT LIABILITIES
Nil

ECONOMIC DEPENDENCY

1,434,428

1,434,428

ACTUAL
2010/2011

2.32:1.00
10.7%
Not Applicable
Not Applicable
2.29:1.00
Not Applicable
Not Applicable
Not Applicable

ACTUAL
2009/2010

2.27 :1.00
12.4%
Not Applicable
Not Applicable
2.03:1.00
Not Applicable
Not Applicable
Not Applicable

2,236,521

2,236,521

ACTUAL
2008/2009

2.83:1.00
8.0%
Not Applicable
Not Applicable
1.94:1.00
Not Applicable
Not Applicable
Not Applicable

A significant portion of revenue is received by way of grants from the Stare and Federal Government.
The total of grant revenue from government sources is disclosed in Note 5.
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INDEPENDENT AUDIT REPORT

CEMRC

For the Year Ended
30 June 20 11
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Certified Practising Accountants

INDEPENDENT AUDITOR’S REPORT

TO: MEMBERS OF EASTERN METROPOLITAN REGIONAL COUNCIL

We have audited the financial report of the Eastern Metropolitan Regional Council, which
comprises the Statement of Financial Position as at 30 June 2011 and the Statement of
Comprehensive Income, Statement of Changes in Equity and Statement of Cash Flows
for the year ended on that date and a summary of significant accounting policies and
other explanatory notes.

Council’s Responsibility for the Financial Report

Council is responsible for the preparation and fair presentation of the financial report in
accordance with Australian Accounting Standards (including the Australian Accounting
Interpretations), the Local Government Act 1995 (as amended) and the Local Government
(Financial Management) Regulations 1996 (as amended). This responsibility includes
establishing and maintaining internal controls relevant to the preparation and fair
presentation of the financial report that is free from material misstatement, whether due to
fraud or error; selecting and applying appropriate accounting policies; and making
accounting estimates that are reasonable in the circumstances.

Auditor’s Responsibility

Our responsibility is to express an opinion on the financial report based on our audit. Our
audit has been conducted in accordance with Australian Auditing Standards. These
Auditing Standards require that we comply with the relevant ethical requirements relating
to audit engagements and plan and perform the audit to obtain reasonable assurance
whether the financial report is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial report. The procedures selected depend on the auditor’s
judgement, including the assessment of the risks of material misstatement of the financial
report, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial report in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of accounting estimates made by the
Council, as well as evaluating the overall presentation of the financial report.

We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our audit opinion.

Independence

In conducting our audit, we followed applicable independence requirements of Australian
professional ethical pronouncements.
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Auditor’s Opinion

In our opinion, the financial report of the Eastern Metropolitan Regional Council:

() gives a true and fair view of the financial position of the Eastern Metropolitan
Regional Council as at 30 June 2011 and of its financial performance for the year
ended on that date; and

(i) complies with the Local Government Act 1995 (as amended), the Local Government
(Financial Management) Regulations 1996 (as amended) and the Australian
Accounting Standards (including the Australian Accounting Interpretations).

Statutory Compliance

We did not during the course of our audit become aware of any instances where the
Council did not comply with the requirements of the Local Government Act 1995 (as
amended) and the Local Government (Financial Management) Regulations1996 (as
amended).

MACRI PARTNERS A MACRI
CERTIFIED PRACTISING ACCOUNTANTS PARTNER
28 THOROGOOD STREET

BURSWOOD WA 6100

PERTH
DATED THIS 30" DAY OF AUGUST 2011.
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Attachment 2 to AC 22 September 2011 Item 12.1

PARTNERS
Anthony Macri FCPA
Domenic Macri CPA
Connie De Felice CA

Certified Practising Accountants

10 August 2011

Chief Executive Officer

Eastern Metropolitan Regional Council
PO Box 234

BELMONT WA 6984

Dear Sir

RE: INTERIM AUDIT VISIT FOR THE YEAR ENDED 30 JUNE 2011

We carried out an interim audit of the Council for the year ended 30 June 2011.
Our interim audit covered a review of the accounting and internal control procedures in operation,
as well as testing of transactions, in the following areas:

0 Purchases

O Payments and Creditors

O Receipts and Sundry Debtors

a Payroll

0 Bank Reconciliations

0 General Accounting and IT Controls

a Investments

0O Registers (Tenders Register and Register of Financial Interests)

O Provisions for Site Rehabilitation and Environmental Monitoring

Q Minutes Review

Our review also covered an examination of some compliance matters, which are required under the
Local Government Act 1995 (as amended) and Financial Management Regulations 1996.

Please note that our examination of internal controls was carried out for audit purposes designed
primarily for the purpose of expressing an opinion on the financial statements of the Eastern
Metropolitan Regional Council.
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Please note that our examination of internal controls was carried out for audit purposes designed
primarily for the purpose of expressing an opinion on the financial statements of the Eastern
Metropolitan Regional Council.

Because of the inherent limitations of any internal control structure, it is possible that fraud, error, or
non-compliance with laws and regulations may occur and not be detected. Any projection of the
evaluation of control procedures to future periods is subject to the risk that the procedures may
become inadequate because of changes in conditions, or that the degree of compliance with them
may deteriorate.

It should be appreciated that the matters noted came to our attention during the course of our
normal audit examination and as a result do not necessarily include all those matters which a more
extensive or special examination might identify.

Accordingly, our comments in this management letter are not intended to cover all aspects of the
Council’s internal controls and accounting systems and are limited to those matters that arose from
our normal audit procedures.

The following matters were noted and are brought to your attention.

PAYROLL

We obtained an Employee “Leave Accrual Report” as at 20 May 2011. Our review found that the
report contains 5 staff with outstanding annual leave entitlements in excess of 8 weeks to a
maximum of 29 weeks.

Local Government Industry Award 2010 stipulates that an employer may require an employee to
take annual leave by giving at least four weeks’ notice where more than eight weeks’ leave is

accrued, provided that the employee retains a balance of at least eight weeks.

We recommend that any annual leave deferred be approved in writing by the Chief Executive
Officer or by the Council as appropriate.

Management Comment:

The Executive Management Team has discussed this finding and agrees that leave balances
should be less than eight (8) weeks on per individual basis.

A review has been undertaken on those individuals and each Director will discuss with the
affected employees with a view to prepare an annual leave plan for the year. The overarching
criteria will be that any leave to be taken will not impact significantly on the operations of the
EMRC and if over an extended period, temporary staff may be utilised to backfill certain
positions.

Any staff with leave balances above eight weeks deferred beyond June 2012 will be required
to request for permission from the Chief Executive Officer.

Page 2 of 4
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PROVISIONS FOR SITE REHABILITATION AND ENVIRONMENTAL MONITORING

We reviewed the formulae used for calculating the provisions for site rehabilitation and
environmental monitoring of the Red Hill site for the year-end audit. Using the incremental method,
the Council accrues closure costs by gradually increasing the provision over the volume of the site
filled.

We noted that there are primarily three variables in the formulae which need updating to reflect
accurate provisions for the financial year ending 30 June 2011; i.e.
(i)  Total capacity (volume) of the landfill site — this has increased as confirmed by our
discussions with management;
(ii) Estimate of the closure and post-closure site rehabilitation cost; and
(iii) Estimate of the closure and post-closure environmental monitoring cost.

We recommend that the management review the above items listed and obtain independent
confirmation of the figures to consider adequacy of the provisions for the financial year ending 30
. June 2011. This will ensure that the provision amounts have been properly calculated and the true
cost of decommissioning in the future is reflected in the accounts.

In addition, according to Accounting Standard 137 Provisions, Contingent Assets and Contingent
Liabilities, the provisions must be measured on the basis of the net present value of expected future
cash outflows. The provisions should be reviewed annually to adjust for evolving closure
requirements, changes to the estimated lives of operations and revisions to discount rates and for
inflation.

Management Comment:

A report was submitted to Council at its 23 June 2011 meeting to advise the results of the
review into the post closure provisions for environmental monitoring and the rehabilitation
of the Red Hill site.

There have been reserves to ensure funds are available to undertake the required
environmental monitoring and the site rehabilitation following the closure of the site in
existence since the early 1990°s. When the initial calculation was undertaken to determine
the amount per tonne to be allocated to the reserves to fund the environmental management
and site rehabilitation post closure was undertaken the anticipated remaining airspace was
thought to be 4,850,000m3.

Since the initial remaining airspace calculation was made Lots 12 (Red Hill Farm) and Lot
801 - have been purchased so that the remaining airspace is now in the order of ‘
34,500,000m3. The introduction of commercial and industrial (C&I) recycling at the planned
Hazelmere Resource Recovery Park (RRP), the planned Resource Recovery Facility (RRF) to
‘process organic waste and progressing a trial to re-mine closed cells would extend the life
of the landfill considerably and also minimise the environmental monitoring costs and site
rehabilitation costs required post closure.

It is estimated that in the order of $1.5 million needs to be available for site rehabilitation
when no more waste is being received. Currently there is a charge of $0.3093/tonne set aside
for site rehabilitation and this is deemed to be sufficient.

It is estimated that $0.5 million needs to be set aside for post closure environmental
monitoring.

Page 3 of 4
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Council confirmed that the present value amounts of $1.5 million for the rehabilitation of the
site and $0.5 million to fund the environmental monitoring of the Red Hill Waste
Management Facility is sufficient for post closure management purposes. Combined, this
represents $2.0 million.

At the end of May 2011, the Site Rehabilitation reserve has $2.6 million while the
Environmental Monitoring has $0.22 million, giving a combined total of $2.8 million.

The surplus will be transferred to an appropriate reserve and the Interest from the $2.0
million reserves will be accumulated in the Site Rehabilitation Reserve and Environmental
Monitoring Reserve to compensate for any inflation.

Regular review on the sufficiency of these reserves will take place on a periodic basis of
approximately every five (5) years or sooner subject to material changes in operational
circumstances. :

An amount of $0.3093 per tonne will continue to be set aside in a reserve to fund ongoing
site rehabilitation.

We thank your staff for the assistance provided during the audit. Should you have any queries with
respect to the above or any other matters please do not hesitate to contact our office.

Yours faithfully

MACRI PARTNERS

Page 4 of 4
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12.2 DRAFT STRATEGIC INTERNAL AUDIT PLAN 2012-2015

REFERENCE: COMMITTEES-13105

PURPOSE OF REPORT

The purpose of this report is to present a draft internal audit programme for endorsement

KEY ISSUES AND RECOMMENDATION(S)

e Atits meeting of 24 August 2006, Council noted that the internal audit function was to be outsourced
following the retirement of the Manager Compliance and Internal Audit and requested that an
internal audit programme be developed and received by the Audit Committee.

e A four year cyclical programme has been developed to coincide with the CEQ’s legislative
requirement to undertake reviews of the appropriateness and effectiveness of the financial
management systems and procedures of the local government.

e At the April 2007 round of meetings, Council endorsed a four year internal audit programme
consisting of 16 auditable areas.

e Stantons International was awarded the tender to provide the internal audit services and the
contract was executed on 28 September 2007.

e  With the tabling of the 2010/2011 Internal Audit Report to the Audit Committee at its 7 July 2011
meeting, that represented the completion of the four year audit programme.

Recommendation(s)
That:

1. Council notes the review of the internal audit programme by the Audit Committee and endorses the
draft Strategic Internal Audit Plan 2012-2015 contained within the attachment to this report.

2. Arrangements be made to tender for an external service provider to perform the internal audit
function of the EMRC in accordance with the Strategic Internal Audit Plan 2012-2015 forming the
attachment to this report.

SOURCE OF REPORT

Director Corporate Services

BACKGROUND
Among the duties and responsibilities of the Audit Committee is:

“To review the scope of the internal audit plan and programme and the effectiveness of the function. This
review should consider whether, over a period of years the internal audit plan systematically addresses:

e Internal controls over revenue, expenditure, assets and liability processes;
e The efficiency, effectiveness and economy of significant Council programs; and

e Compliance with regulations, policies, but practice guidelines, instructions and contractual
arrangements.”

At the Audit Committee meeting held on 10 August 2006, a report was considered on satisfying the internal
audit requirements following the retirement of the Manager Compliance and Internal Audit.
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Item 12.2 continued

At its meeting of 24 August 2006, Council noted that the internal audit function was to be outsourced
following the retirement of the Manager Compliance and Internal Audit and requested that an internal audit
programme be developed and received by the Audit Committee.

At the Audit Committee meeting held on 10 August 2006 a report was considered on satisfying the internal
audit requirements following the retirement of the Manager Compliance and Internal Audit
(Ref: Committees 5053).

In relation to this matter, Council resolved at its meeting of 24 August 2006 as follows:-

"1. “THAT THE RETIREMENT OF THE MANAGER COMPLIANCE AND INTERNAL AUDIT, MR
KEVIN LANG, BE NOTED AND HE BE ACKNOWLEDGED AND THANKED FOR HIS
CONTRIBUTION.

2. THAT IT BE NOTED THE INTERNAL AUDIT FUNCTION WILL BE OUTSOURCED TO A
SUITABLY QUALIFIED CONTRACTOR.

3. THAT AN INTERNAL AUDIT PROGRAMME BE DEVELOPED AND REFERRED TO THE
COMMITTEE FOR REVIEW IN ACCORDANCE WITH THE COMMITTEES TERMS OF
REFERENCE.”

Following Council’s resolution of 24 August 2006, Stantons International was engaged to formulate a draft
internal audit programme for the EMRC.

The resulting document, entitled “Draft Strategic Internal Audit Plan” (SIAP) was developed using a
methodology, which included:

1. Review of previous internal audit activity, risk management plan and strategic planning documents,
identifying auditable areas on a functional and strategic basis.

2. Develop “base” audit plan utilising information gained in 1. above.

Run a facilitated workshop with “senior” management and selected stakeholders to discuss
proposed auditable areas based on information gathered in step 1 above, professional judgement
and corporate knowledge.

4. Based on outcomes from workshop in step 3, develop draft strategic internal audit plan (SIAP),
including scope and objectives of individual reviews.

5. Present strategic internal audit plan and annual internal audit plan to Audit Committee for approval.

In addition to conducting a workshop with management, the draft SIAP was reviewed by the Executive
Management Team prior to being finalised, as part of the due diligence process.

This was endorsed by the Audit Committee at its 12 April 2007 meeting and was subsequently adopted by
Council at the 26 April 2007 meeting.

Stantons International was engaged following a tender process for the provision of internal audit services in
September 2007.

REPORT

The tabling of the 2010/2011 Internal Audit Report to the Audit Committee at its 7 July 2011 meeting marked
the completion of the Strategic Internal Audit Plan 2007-2010.

Based on the previous Strategic Internal Audit Plan 2007-2010 and following discussions with the internal
auditor, Stantons International as well as incorporating the audit findings from the Internal Audit Reports for
the past 4 years, an updated document, entitled “Draft Strategic Internal Audit Plan 2012—-2015” (SIAP) has
been developed (attached).
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Item 12.2 continued

The internal audit programme has been spread over a four year cycle to coincide with the requirements of
the Local Government (Financial Management) Regulations 1996 for the CEO to undertake reviews of the
appropriateness and effectiveness of the financial management systems and procedures of the local
government regularly (and not less than once in every four financial years) and report to the local
government the results of those reviews (regulation 5(2)(c)).

Once the SIAP has been approved by the committee it is intended that the document will form the basis of
the specification for a tender to perform the internal audit function of the EMRC.

STRATEGIC/POLICY IMPLICATIONS

Key Result Area 4 — Good Governance

4.1 To improve member Council and EMRC financial viability
4.6 To provide responsible and accountable governance and management of the EMRC
4.7 To continue to improve financial and asset management practices

4.8 To continue to improve information management practices

FINANCIAL IMPLICATIONS

Estimated annual cost of the internal audit programme is in the vicinity of $23,000 pa (on average), which is
provided for in the 2011/12 annual budget and 5 year forecasts.

SUSTAINABILITY IMPLICATIONS

Nil

MEMBER COUNCIL IMPLICATIONS

Member Council Implication Details
Town of Bassendean N
City of Bayswater
City of Belmont
y > Nil

Shire of Kalamunda

Shire of Mundaring
City of Swan =

ATTACHMENT(S)

Draft Strategic Internal Audit Plan 2012-2015 (Ref: Committees-13110)

VOTING REQUIREMENT

Simple Majority
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Item 12.2 continued

RECOMMENDATION(S)

That:

1. Council notes the review of the internal audit programme by the Audit Committee and endorses the
draft Strategic Internal Audit Plan 2012-2015 contained within the attachment to this report.

2. Arrangements be made to tender for an external service provider to perform the internal audit
function of the EMRC in accordance with the Strategic Internal Audit Plan 2012-2015 forming the
attachment to this report.

AC RECOMMENDATION(S)
MOVED CR FARDIG SECONDED CR PULE

That:

1. Council notes the review of the internal audit programme by the Audit Committee and endorses the
draft Strategic Internal Audit Plan 2012-2015 contained within the attachment to this report.

2. Arrangements be made to tender for an external service provider to perform the internal audit
function of the EMRC in accordance with the Strategic Internal Audit Plan 2012-2015 forming the
attachment to this report.

CARRIED UNANIMOUSLY
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2012 - 2015
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EASTERN METROPOLITAN REGIONAL COUNCIL

1. INTERNAL AUDIT FUNCTION

The internal audit function is conducted in accordance with the Institute of Internal Auditors
Professional Practices Framework (PPF). The PPF consists of three categories of guidance:
Standards and Ethics, Practice Advisories, and Development and Practice Aids. During the
development of the PPF, the definition of Internal Auditing was amended to the following.

Internal auditing is an independent, objective assurance and consulting activity designed to
add value and improve an organization's operations. It helps an organization accomplish its
objectives by bringing a systematic, disciplined approach to evaluate and improve the
effectiveness of risk management, control, and governance processes.

Based on the above definition, the audit types will fall under the following three broad categories:

= Risk Management (RM)
= Controls (C)
= Governance (G)

The objectives of each review will fall under the following two broad categories:

Assurance Audits (AA)

= Review the reliability and integrity of accounting and financial management information and
control systems — the focus of these reviews includes tests of the accuracy, reliability,
completeness, timeliness and usefulness of information.

= Ensure compliance with policies, plans, procedures, laws and regulations

= Safeguarding assets — these reviews focus on physical and logical security and include testing for
risks such as fire, theft, improper / illegal activities.
= Efficiency and effectiveness of operations.

Consulting Audits (CA)
= During consulting engagements, we address risk consistent with the organisation’s or unit’s
objectives and take into consideration the existence of other significant risks

These will be listed in the “Audit Type / Objectives” column of the Internal Audit Plan. For example;
» acontrols review with the objective of providing assurance will be denoted as — C/AA.
*= agovernance review undertaken on a consulting basis will be denoted as — G/CA

Follow Up Reviews (FUR)
= Undertaken to determine whether recommendations from previous reviews have been
implemented in a timely manner and are achieving the intended results.

The following suggested business rules and strategic internal audit plan are designed to assist in the
delivery of an efficient and effective internal audit function.
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EASTERN METROPOLITAN REGIONAL COUNCIL

2.

PROPOSED STRATEGIC INTERNAL AUDIT PLAN

2012 - 2015

<&

Auditable Area

2011/12

2012/13

2013/14

2014/15

Contract Management

40 hours

IT General Controls

40 hours

Payroll

40 hours

Procurement

40 hours

Accounts Payable

40 hours

Corporate Governance

40 hours

Grants Management

40 hours

Risk Management

40 hours

Human Resource Management

60 hours

Waste Management

40 hours

Accounts Receivable

40 hours

Records Management

40 hours

Investment Policies

30 hours

Taxation

40 hours

Project Planning

40 hours

IT Vulnerability Assessment

50 hours

Sub total

160

160

180

160

Audit Committee Meetings

2 hours

2 hours

2 hours

2 hours

Total

162 hours

162 hours

182 hours

162 hours
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EASTERN METROPOLITAN REGIONAL COUNCIL

3. AUDIT OBJECTIVES

Audit Objectives are categorised as follows:

PRIMARY OBJECTIVE

SUB FOCUS

Reliability and Integrity of

Information

Accurate

Reliable

Timely

Complete

Useful

Controls over record keeping and reporting

adequate and effective

Compliance

Policies

Plans

Procedures

Laws

Regulations

Safeguarding of Assets

(Physical & Logical)

Theft

Fire

Improper / lllegal activities

Exposure to the elements

Efficiency / Effectiveness

Standards established for measuring

economy & efficiency

Established standards understood and met

Deviations from standards identified, etc.

Corrective action taken

and Goals for Operations and Programs

Accomplishment of Established Objectives

Established goals & objectives conform with

those of the organisation and are being met
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EASTERN METROPOLITAN REGIONAL COUNCIL

Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Contract Management
2011/12

40

C/AA

= Compliance with Local Government Act and Regulations

= Contract approval and advice to tenderers

= Variations to contracts

= Terms and conditions

= Insurances — Termination of coverage & renewals

= Health Safety and Environment and quality control monitoring
of contractor requirements

= Timeliness of contract delivery

= Lack of Contracts Register

= Contracts expiring prior to us going out to tender

Reliability and Integrity of Information

» Determine whether contracts information is recorded
accurately and in a timely manner

= Identify whether contracts are renewed on a timely basis

= Determine whether contract management reports assist in
timely decision making

Compliance

= Determine whether contracts are managed in accordance
with the contract requirements

= Determine whether contract requirements are in accordance
with applicable legislation

= Identify the processes in place to manage contract variations
Safeguarding of Assets

= Determine whether contracts are required to have adequate
insurance coverage in place for the duration of the contract
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EASTERN METROPOLITAN REGIONAL COUNCIL

Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

IT General Controls
2011/12

40

RM / AA

= Availability of information systems

= Integrity of information

= Confidentiality of information

= Ongoing use of legacy systems
Reliability and Integrity of Information

= |dentify and review information system controls to ensure the
availability, integrity and confidentiality of information

Compliance

= Compare the information systems within the organisation
against the baseline Australian standard AS/NZS 17799
Information security management

Efficiency / Effectiveness

= Determine whether all current systems in use contribute to the
efficiency and effectiveness of operations

Achievement of Objectives

= Examine any information security policies and framework
against the Australian standard AS/NZS17799

= Review supporting policies and operational procedures and
information systems documentation and identify any gaps

= Provide pro active advice to enhance the prevention of
information systems control risks
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Payroll
2011/12
40
C/AA

= Lack of authorisation of data being processed
= Compliance with awards and legislation

= Compliance with employment contracts
Reliability and Integrity of Information

= ldentify controls over the accuracy and timeliness of
payments

Compliance

= Determine whether employees are paid in accordance with
applicable awards and legislation.

Safeguarding of Assets

= Determine whether adequate security exists over payroll
records

= Identify whether the fortnightly payroll is appropriately
authorised
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Procurement
2011/12

40

C/AA

= Efficiency

= Probity on tenders

= Compliance with Local Government Act and Regulations
Compliance

= Determine whether the procurement process is conducted in
accordance with applicable policies and legislation

Safeguarding of Assets

= Identify whether there is adequate probity over the
procurement process

Efficiency / Effectiveness

= Determine whether the procurement process is conducted in
an efficient manner

Achievement of Objectives

= Determine whether the procurement process facilitates the
Council achieving best value for money in its decision making
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Accounts Payable
2012/13

40

C/AA

= Authorisation (including receipt of goods/services)

= Accuracy (incl coding)

= Timeliness

= Compliance with legislation re: ABN/ Withholding Tax
Reliability and Integrity of Information

= Determine whether payments are accurate, complete, made
in a timely manner and have adequate support

= Determine whether adequate controls exist to provide
reasonable assurance that payments are made to approved
creditors

= Determine whether controls over record keeping provide
reasonable assurance that accounts are posted to the correct
account in a timely manner

Compliance

= |dentify whether payments are made in accordance with
approved policy

Safeguarding of Assets

= Determine whether there are adequate procedures in place to
mitigate the risk of fraudulent payments
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Corporate Governance
2012/13

40

G/CA

= Register of Interests being out of date

= New Councillors not being fully informed about their roles and
responsibilities about the EMRC.

Reliability and Integrity of Information

= Determine whether the Council receives relevant, timely,
accurate and concise information

Compliance

= Identify processes in place to monitor organisational
compliance with applicable legislation

Efficiency / Effectiveness

= Determine how the Council ensures it has access to required
levels of skills and expertise

Achievement of Objectives
= Determine how the Council assesses its own performance

= Determine how the Council assesses the performance of the
organisation

» Determine how the Council establishes and monitors
organisation direction
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Grants Management
2012/13

40

C/AA

= Tracking of grants received or proposed
= Acquittal of grant funding

= Audit of grant expenditure for final report
Reliability and Integrity of Information

= Determine whether reports are produced to enable timely
review of grant expenditure

Compliance

= Determine whether acquittals are conducted in accordance
with grant terms and conditions

= |dentify whether expenditure is in accordance with the grant
approval

= Determine whether grant expenditure is approved in
accordance with delegated authority

10
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Risk Management

2012/13

40

RM / AA

= What is the process and how is it measured and reported

Efficiency and Effectiveness

= Determine whether the risk management plan is developed
and monitored in accordance with approved standards or
policies

= Determine whether the risk management plan is regularly
updated and reported to senior management and the Council

11
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Human Resource Management
2013/14

60

C/AA

= Compliance with legislation

= Lack of awareness

= Not having appropriate policies in place
= Security

= Completeness of information
Compliance

= Assess whether procedures are in place to provide adequate
assurance that personnel processes comply with documented
and approved policies and procedures

= Determine whether personnel policies are transparent,
impartial and capable of review

= Assess awareness of policies and procedures

12
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Waste Management
2013/14

40

C/AA

= Leachate impacts on the surrounding environment leading to
substantial cleanup costs

= Dramatic change in regulatory environment leading to landfills
being strongly discouraged

= Inability to develop new disposal areas quickly enough to
keep ahead of the waste

= Cash Management

= Safety of gatehouse operators from irate customers,
particularly as gate fees increase.

= Fire and other Health Safety and Environment incident on the
weighbridge

= Fraud eg. Cash handling, incorrect charging etc.

= Issue of incorrect tipping tickets

= Charging incorrect tipping fees

= Calibration of weighbridge

Undertake a high level review of:

Compliance

= Determine compliance with legislative requirements and
Council policy

Efficiency / Effectiveness
= Assess whether processes are undertaken in an efficient
manner

Achievement of Objectives
Determine whether processes facilitate the achievement of waste
management objectives
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Accounts Receivable
2013/14

40

C/AA

= Credit checks — ongoing & review

= Payment procedures

= Debtincurred

= Timeliness

= Accuracy

= Authorisation

= Approval of bad debts and write offs
= Lack of outstanding debtors follow up

Reliability and Integrity of Information

= Determine whether accounts receivable are calculated
accurately, completely and in a timely manner

Compliance

= Determine whether policies and procedures are documented,
understood by staff and followed

Safeguarding of Assets

= |dentify whether the Council has procedures in place for the
timely identification of potential debtors’ financial capacity
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Auditable Area: Records Management

Audit Year: 2013/14

Audit Hours: 40

Audit Type: C/AA

Risks Identified: = Compliance with policies and legislation
Audit Objectives: Compliance

= Determine the extent to which legislation, Australian
Standards, policies and procedures have been complied with

15
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Investment Policies
2014/15

30

C/AA

= Compliance with policy

= Review for appropriateness

= Funds Management Procedures
Reliability and Integrity of Information

= Determine whether there are adequate reporting processes in
place to provide reasonable assurance that investment
information is useful and received in a timely manner

Compliance

= |dentify whether an investments policy exists, is authorised
and available to the relevant staff

Safeguarding of Assets

= Identify whether investments are authorised in accordance
with approved policy

Efficiency / Effectiveness

= Identify whether processes are in place to provide reasonable
assurance that the Council is receiving the best possible
return on investment
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Auditable Area: Taxation

Audit Year: 2014/15

Audit Hours: 40

Audit Type: C/AA

Risks Identified: = Compliance with legislation

= Submission of returns and payments at correct time

Audit Objectives: Compliance

= Assess the level of compliance with applicable State and
Commonwealth legislation.
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Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

Project Planning
2014/15

40

C/CA

= Scope of project

= Project Management

= Independence

= Access to expert advice

= Funding and ownership models

Reliability and Integrity of Information

= Identify the scope for project managers to access expert
advice as and when required

= ldentify the accuracy and timeliness of project financial
reporting

Compliance

= Identify whether project milestones are approved in
accordance with the project plan

Efficiency / Effectiveness

= Determine whether the scope of projects is clearly defined
and understood

Achievement of Objectives
= Assess the effectiveness of project planning

= Provide pro-active advice to enhance the prevention of project
risks.

80

18



EASTERN METROPOLITAN REGIONAL COUNCIL

Auditable Area:
Audit Year:
Audit Hours:
Audit Type:

Risks Identified:

Audit Objectives:

IT Vulnerability Assessment
2014/15

50

RM / AA

= Availability of information systems

= Integrity of information

= Confidentiality of information

= Potential theft of data

Reliability and Integrity of Information

= |dentify and review information system security controls to
ensure the availability, integrity and confidentiality of
information

Compliance
= Reference to applicable internal IT policies
Efficiency / Effectiveness

= Determine whether current systems provide effective controls
to mitigate vulnerabilities and are operating efficiently

Achievement of Objectives

= Conduct an external vulnerability assessment using no
knowledge of the organisation using a set of defined tools

= Conduct an external vulnerability assessment using detailed
knowledge of key devices and services using a set of defined
tools

= Provide pro-active advice to enhance the prevention of
malicious attacks to information systems.
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12.3 EXTERNAL AUDIT SERVICES CONTRACT EXTENSION

REFERENCE: COMMITTEES-13106

PURPOSE OF REPORT

To seek Council approval to exercise the option to extend the appointment of Anthony Macri of Macri
Partners as the external auditor for the EMRC for a further two years.

KEY ISSUES AND RECOMMENDATION(S)

e Itis a requirement of the Local Government Act (Part 7, Division 2 - Appointment of Auditors) and
the Local Government (Audit) Regulations 1996 that a Local Government is to appoint a person, on
the recommendation of the audit committee, to be its auditor.

e The current audit contract was subject to a tender for the provision of external audit services in
2009, in accordance with the requirements of the Local Government Act 1995 and the Local
Government (Audit) Regulations 1996

e In accordance with Section 7.3 of the Local Government Act 1995, Council appointed Anthony
Macri, Registered Company Auditor (No. 14034), of Macri Partners, for the period 1 July 2008 to 30
June 2011 with an option of a further two (2) year extension, at the sole discretion of the EMRC,
commencing 1 July 2011 and ending on 30 June 2013.

e The initial period of the contract will expire with the completion of the audit undertaken on the
2010/2011 Annual Financial Statements.

Recommendation(s)

That Council, by absolute majority in accordance with Section 7.3 of the Local Government Act 1995,
exercise the option to extend the appointment of Anthony Macri, Registered Company Auditor (No. 14034),
of Macri Partners, for the audits of the 2011/2012 and 2012/2013 Annual Financial Statements,
commencing 1 July 2011 and ending 30 June 2013, at an annual fee of $10,450 and $11,000 (incl. GST)
respectively.

SOURCE OF REPORT

Director Corporate Services

BACKGROUND

It is a requirement of the Local Government Act (Part 7, Division 2 Appointment of auditors) and the Local
Government (Audit) Regulations 1996 that a Local Government is to, from time to time whenever such an
appointment is necessary or expedient, appoint (by absolute majority) a person, on the recommendation of
the audit committee, to be its auditor.

Anthony Macri of Macri Partners (previously Barrett & Partners — DFK) has been the auditor of EMRC since
the 2003/2004 Financial Year Audit. Additionally, Macri Partners are and have been the external auditor for
all of the EMRC’s member councils for a number of years. Macri Partners are the current auditors for 16
metropolitan local governments, 2 country councils and 3 regional councils.

On 4 April 2009 tenders were invited from qualified persons for the provision of external audit services in
accordance with the requirements of the Local Government Act 1995 and the Local Government (Audit)
Regulations 1996, for the EMRC. Macri Partners had either the highest or equal highest weighted score as
assessed by the evaluation panel. They were also significantly better on a price basis than the other
tenderers

Macri Partners senior qualified staff will spend approximately 60 hours on the audit of a total estimated time
of 75 hours to complete the audit.
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Item 12.3 continued

REPORT

The current contract for the provision of external audit services was awarded to Anthony Macri of Macri
Partners in May 2009 for three financial year audits (2008/2009, 2009/2010 and 2010/2011) with the option
of a further two (2) year extension.

With the finalisation of the audit for the 2010/2011 Annual Financial Statements, the contract for the
provision of external audit services will cease unless the EMRC exercises the option to extend the contract
for a further two years.

The EMRC is not aware of any breaches by Macri Partners or any circumstance that would restrict Macri
Partners from discharging its duties as the external auditors nor prevent the EMRC from extending the
contract.

If the EMRC chose not to extend the contract, there would be a further investment in resources and cost to
invite new tenders. Additionally, there would be a significant amount of time for a new auditor to understand
the operations and the history of the EMRC.

If the EMRC chose not to extend the contract, the EMRC would also be exposed to pricing risk, in particular
to any price increases in wages and service costs that may be above the original 2009 tender price.

It is recommended that the EMRC exercise its option to extend the current contract for the provision of
external audit services with Anthony Macri of Macri Partners for a further two years.

STRATEGIC/POLICY IMPLICATIONS
Key Result Area 4 — Good Governance

4.6 To provide responsible and accountable governance and management of the EMRC

4.7 To continue to improve financial and asset management practices

FINANCIAL IMPLICATIONS

The price tendered for the remaining two years is $21,450.

SUSTAINABILITY IMPLICATIONS

Nil

MEMBER COUNCIL IMPLICATIONS

Member Council Implication Details
Town of Bassendean N

City of Bayswater

City of Belmont

> Nil

Shire of Kalamunda
Shire of Mundaring
City of Swan =

83



EMRC
Ordinary Meeting of Council 22 September 2011 Ref: COMMITTEES-12735

Audit Committee Meeting 22 September 2011 Ref: COMMITTEES-13108 #

Item 12.3 continued

ATTACHMENT(S)

Tender 2009/07 Price Schedule — Macri Partners (Ref: Committees-13109)

VOTING REQUIREMENT

Absolute Majority

RECOMMENDATION(S)

That Council, by absolute majority in accordance with Section 7.3 of the Local Government Act 1995,
exercise the option to extend the appointment of Anthony Macri, Registered Company Auditor (No. 14034),
of Macri Partners, for the audits of the 2011/2012 and 2012/2013 Annual Financial Statements,
commencing 1 July 2011 and ending 30 June 2013, at an annual fee of $10,450 and $11,000 (incl. GST)
respectively.

AC RECOMMENDATION(S)
MOVED CR FARDIG SECONDED CR PULE

That Council, by absolute majority in accordance with Section 7.3 of the Local Government Act 1995,
exercise the option to extend the appointment of Anthony Macri, Registered Company Auditor (No. 14034),
of Macri Partners, for the audits of the 2011/2012 and 2012/2013 Annual Financial Statements,
commencing 1 July 2011 and ending 30 June 2013, at an annual fee of $10,450 and $11,000 (incl. GST)
respectively.

CARRIED UNANIMOUSLY
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PRICE SCHEDULE AS SUBMITTED BY MACRI PARTNERS AS PART OF
TENDER 2009/07 — PROVISION OF EXTERNAL AUDIT SERVICES

LUMP SUM — EXTERNAL AUDIT SERVICES

Based on their estimated time to carry out the audit, they envisage the staffing would be as
follows:

Staffing No of Hours Hourly Cost Total Cost

(ex GST) (ex GST)
Partner 11 $180 $ 1,980
Manager 19 $140 $ 2,660
Senior 30 $120 $ 3,600
Assistant 15 $100 $ 1,500
TOTALS 75 $ 9,740

Macri Partners believe that the above hours would be required to undertake the audit of the
Council. However, with their knowledge of the local government systems and with their
experienced staff who are familiar with the EMRC’s audit, they will be able to discount their fees,
without reducing the hours, and perform the audit at the following fees:

Price Tendered Price Tendered
Year (ex GST) GST (inc GST)
2008/2009 $ 8,000 $ 800 $ 8,800
2009/2010 $ 8,500 $ 850 $ 9,350
2010/2011 $ 9,000 $ 900 $ 9,900
2011/2012 (Optional) $ 9,500 $ 950 $10,450
2012/2013 (Optional) $ 10,000 $ 1,000 $ 11,000
TOTALS $ 45,000 $ 4,500 $ 49,500
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13 REPORTS OF DELEGATES

Nil

14 CONFIDENTIAL MATTERS FOR WHICH THE MEETING MAY BE CLOSED TO THE PUBLIC

Nil

15 GENERAL BUSINESS

Cr Pule expressed appreciation of EMRC staff for their efforts today in preparing the Audit Committee Minutes
for consideration by Council this evening.

16 FUTURE MEETINGS OF THE AUDIT COMMITTEE

Meetings of the Audit Committee are covered under the Audit Committee Terms of Reference as follows.

“2.3 Meetings

The Committee meet as required at the discretion of the Chairman of the Committee at least three (3)
times per year to coincide with approval of strategic and annual plans, the annual budget and the
auditor’s report on the annual financial report.

Additional meetings shall be convened at the discretion of the Chairman or at the written request of any
member of the Committee or external auditor.”

Future Meetings 2011

Thursday 6 October (if required) at EMRC Administration Office

17 DECLARATION OF CLOSURE OF MEETING

There being no further business the meeting was closed at 4.43pm.
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