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Audit, Risk and Improvement Committee
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The Audit, Risk and Improvement Committee meeting was held at the EMRC Administration Office, 1st Floor, 226 Great
Eastern Highway, Ascot WA 6104 on Thursday, 2 October 2025. The meeting commenced at 6:00pm.
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1 DECLARATION OF OPENING AND ANNOUNCEMENT OF VISITORS
The Committee Chairperson declared the meeting open at 6:00pm.
11 ACKNOWLEDGEMENT OF COUNTRY

The Committee Chairperson acknowledged the traditional custodians of the land and paid respect to
elders past, present and emerging.

He welcomed Ms Iris Yap from the Office of the Auditor General, as well as Mr Wen-Shien Chai and
Mr Noel Lam from Moore Australia to the meeting.

2 ATTENDANCE, APOLOGIES AND LEAVE OF ABSENCE (PREVIOUSLY APPROVED)

Audit, Risk and Improvement Committee Members

Cr Paul Poliwka Committee Chairperson Town of Bassendean

Cr Kathryn Hamilton Deputy Committee Member Town of Bassendean
(Deputising for Cr Ames)

Cr Giorgia Johnson Committee Member City of Bayswater

Cr Michelle Sutherland Deputy Committee Member City of Bayswater

(Deputising for Cr Piffaretti)

Apologies

Cr Filomena Piffaretti Committee Deputy Chairperson City of Bayswater

Cr Tallan Ames Committee Member Town of Bassendean

EMRC Officers

Mr Hua Jer Liew Acting Chief Executive Officer

Mr Stephen Conway Acting Chief Operating Officer

Mrs Wendy Harris Chief Transformation Officer

Ms Kasa Nakhonthat Manager Financial Services

Mr David Schmidt Manager Information Services

Ms Theresa Eckstein Executive Assistant to the Chief Executive Officer (Minutes)
Visitors

Ms Iris Yap Assistant Director Office of the Auditor General
Mr Wen-Shien Chai Partner Moore Australia (WA) Pty Ltd
Mr Noel Lam Manager Moore Australia (WA) Pty Ltd
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DISCLOSURE OF INTERESTS

Nil

ANNOUNCEMENTS BY THE CHAIRPERSON OR PRESIDING MEMBER

The Committee Chairperson acknowledged the contributions of all sitting members for the past two years, noting
the upcoming Local Government elections.

PUBLIC QUESTION TIME

Nil

PETITIONS, DEPUTATIONS AND PRESENTATIONS

Nil

CONFIRMATION OF MINUTES OF PREVIOUS MEETING

71 MINUTES OF THE AUDIT COMMITTEE MEETING HELD ON 7 AUGUST 2025
(D2025/16999)

That the minutes of the Audit Committee meeting held on 7 August 2025 which have been distributed,
be confirmed.

AUDIT COMMITTEE RESOLUTION
MOVED CR HAMILTON SECONDED CR SUTHERLAND

THAT THE MINUTES OF THE AUDIT COMMITTEE MEETING HELD ON 7 AUGUST 2025 WHICH HAVE BEEN
DISTRIBUTED, BE CONFIRMED.

CARRIED UNANIMOUSLY

QUESTIONS BY MEMBERS OF WHICH DUE NOTICE HAS BEEN GIVEN

Nil

QUESTIONS WITHOUT NOTICE

Nil

Audit, Risk and Improvement Committee | 2 October 2025 | 2
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10 ANNOUNCEMENT OF CONFIDENTIAL MATTERS FOR WHICH MEETINGS MAY BE CLOSED TO
THE PUBLIC

Nil

11 BUSINESS NOT DEALT WITH FROM A PREVIOUS MEETING

Nil
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12.1 ANNUAL FINANCIAL REPORT AND AUDIT REPORT FOR YEAR ENDED 30 JUNE 2025

D2025/19300
PURPOSE OF REPORT
The purpose of this report is to review and adopt Council's Annual Financial Report for the year ended 30 June 2025.
KEY POINT(S)

» The Terms of Reference of the Audit, Risk and Improvement Committee (ARIC) includes a list of duties and
responsibilities, among which is a requirement for the Committee to:
Review Council's draft annual financial report; and
Recommend adoption of the Annual Financial Report to Council.
»  The Office of the Auditor General (OAG), via its contractors Moore Australia, has completed the audit of the 2024/2025
Financial Report, which is attached for Council adoption.
RECOMMENDATION(S)

That;

1. Council adopts the audited Annual Financial Report for the year ended 30 June 2025 and the Independent Auditor’s
Report on that Annual Financial Report forming attachment 1 of this report.

2. Council notes the contents of the Audit Concluding Report to the Audit, Risk and Improvement Committee for the year
ended 30 June 2025 forming attachment 2 of this report.

SOURCE OF REPORT

Employee Disclosure under s.5.70 of the Local Government Act 1995

Author(s) Manager Financial Services Nil

Responsible Officer Acting Chief Executive Officer Nil

BACKGROUND

1 It is a requirement under s.6.4 of the Local Government Act 1995 that a Local Government is to prepare an
annual financial report and submit it to its auditor by 30 September following each financial year.

2 The Terms of Reference of the ARIC includes a list of duties and responsibilities, among which (clauses 2.5 (a)
and 2.6) are requirements for the Committee to:
Review Council's draft annual financial report, focusing on:
& Accounting policies and practices;
&, Changes to accounting policies and practices;
& The process used in making significant accounting estimates;
&, Significant adjustments to the financial report (if any) arising from the audit process;
&, Compliance with accounting standards and other reporting requirements; and
& Significant variances from prior years.
Recommend adoption of the annual financial report to Council.

Item 12.1 | Audit, Risk and Improvement Committee | 2 October 2025 | 1
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On 7 April 2016 Circular No 3-2016 was received titled “Auditing of Local Government by the Auditor General -
Renewal of Audit Contracts”, which outlined the intention to amend the Local Government Act 1995 to allow for
the Auditor General and the OAG to take responsibility for the local government financial audits from 1 July 2017.

The Local Government Amendment (Auditing) Act 2017 (No 5 of 2017) - an Act to amend the Local Government
Act 1995 and provide for the auditing of local governments by the Auditor General and for related purposes was
assented to on 1 September 2017.

The Interim Audit for the 2024/2025 financial year was undertaken during March 2025 by Moore Australia as
contractors to the OAG.

The interim audit covers a review of the accounting and internal control procedures in operation as well as the
testing of transactions and an examination of some compliance matters which are required under the
Local Government Act 1995 and Local Government (Financial Management) Regulations 1996. The interim audit
involves a test of controls (compliance tests), analytical procedures and some limited substantive tests. This will
assist to ensure the design of the audit plan will contribute to the audit being done efficiently and effectively. The
interim audit will also identify high risk areas (if any) and provide the auditor with greater assurances.

An Interim Audit Report is normally submitted to Council, via the ARIC, and forms part of the report scheduled
to be tabled in each year relating to the adoption of the audited Financial Report and the Independent Auditor’s
Report on that Annual Financial Report. As there were no findings this year, there was no interim Audit Report
issued by OAG.

The Annual Audit for the 2024/2025 financial year was undertaken during August 2025 by Moore Australia as
contractors to the OAG.

In accordance with The Local Government Amendment (Auditing) Act 2017, the Office of the Auditor General
(OAG) has completed the audit of the Eastern Metropolitan Regional Council Annual Financial Report for the
year ended 30 June 2025, which is attached for Council adoption (refer attachment 1).

The following comments are provided on key elements of the financial results for 2024/2025:
Statement of Comprehensive Income (page 3)

Total Revenue of $71,983,358 for the period ending 30 June 2025 is $1,579,484 below the 2023/2024 actual
revenue and $185,742 above budget for 2024/2025.

Total Expenses of $82,792,572 is $25,281,340 above the 2023/2024 actual expenses and $12,872,881 above
the budget for 2024/2025.

A loss of $281,258 was realised from the Disposal of Assets for the period ending 30 June 2025 compared to
2023/2024 actual profit on disposals of $65,265 and the budgeted profit for 2024/2025 of $73,239.

The changes in asset revaluation have resulted in an increase of $24,953,785 in 2024/2025 compared to an
increase of $467,066 in 2023/2024. This relates to the revaluation of the assets.

Total Comprehensive Income of $13,863,313 (surplus) for the period ending 30 June 2025 is $2,720,628 below
the 2023/2024 result and $11,912,149 above the 2024/2025 budget.

Statement of Financial Position/Statement of Changes in Equity (page 4 and 5)

Current assets as at 30 June 2025 of $79,755,244 have decreased by $14,516,112 from the previous year's
current assets of $94,271,356.

Item 12.1 | Audit, Risk and Improvement Committee | 2 October 2025 | 2
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The overall impact on cash and cash equivalents and other financial assets at the close of the financial year of
$73,807,217 is a decrease of $14,043,321 compared to the previous year's cash and cash equivalents and other
financial assets of $87,850,538.

Current liabilities as at 30 June 2025 of $45,561,860 have increased by $4,978,420 compared to $40,583,440
as at 30 June 2024. The values for 2024/2025 include the provision for City of Kalamunda payout of $31,717,882
that was made and remained unpaid as at 30 June 2025. The value on provision for City of Kalamunda payout
is based on the City of Kalamunda’s equity interest in the EMRC as at 30 June 2023. This value will be adjusted
once the final payment value has been finalised in the next financial year.

The balance in the Reserves has increased by $21,678,472 to $67,230,636 over the past 12 months.
Overall equity has increased during the 2024/2025 financial year by $18,645,707 to $177,185,175.
Cash Flow Statement (page 6)

The overall impact on the cash position (cash + term deposit investments < 3 months) at the end of the 2024/2025
financial year is a decrease of $16,043,321 to $11,307,217 from the previous corresponding period 2023/2024
of $27,350,538.

It should also be noted that other financial assets (term deposit investments > 3 months) have increased by
$2,000,000 to $62,500,000 from the total of $60,500,000 in 2023/2024.

Net Cash provided by Operating Activities of $17,275,343 in the 2024/2025 financial year reflects a decrease of
$10,279,551 from the cash generated in 2023/2024 of $27,554,894.

The cash flows utilised in investing activities for 2024/2025 reflects capital expenditure totalling $11,301,708
compared to capital expenditure totalling $20,010,791 during 2023/2024.

Significant items of capital expenditure during the year included:

Construct Class Il Cell Stage 18 - Red Hill Waste Management Facility (RHWMF) - $3,061,626;
Purchase / Replace Plant - RHWMF - $1,951,327

Construct Class Il Cell Stage 17 - RHWMF - $1,650,404;

Purchase / Replace Plant - Hazelmere Resource Recovery Park (HRRP) - $812,940;
Gas Extraction System Wells - RHWMF - $716,474;

Construct Wood Waste to Energy Building — HRRP - $594,497;

Purchase FOGO Processing Plant - RHWMF - $427,732;

Wood Waste to Energy Utilities/Infrastructure - HRRP - $328,088;

Purchase / Replace Other Equipment - RHWMF - $215,807;

Purchase / Replace Vehicles - RHWMF - $199,338;

FOGO Picking Station - RHWMF - $167,172;

Sewer Line connection to Talloman - HRRP - $165,458;

Construct Wheel wash Bath - RHWMF - $144,868;

Construct Waste Transfer Station - HRRP - $131,628;

Purchase Information Technology & Communication Equipment — Councillors - $113,684;
Purchase Vehicles - Ascot - $110,066;

Construct Storage Bunkers for Wood Fines (QA process) - HRRP - $99,154;

Purchase / Replace Minor Plant and Equipment - HRRP - $80,930; and

Purchase / Replace Minor Plant and Equipment - RHWMF - $71,866.

VVVVYVYYVVYVYVYVVYVYVYYVYYYVYYVYYVY
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26 Significant capital items that were budgeted in 2024/2025 but not purchased, constructed below budget or
construction not completed during the year included:

Air Pollution Control Residue Facility and Plant (APCR) - RHWMF - $3,927,815;

Construct Class Il Cell Stage 18 - RHWMF - $2,150,000 (c/fwd);

Install Power Supply to Lots 8 9 & 10 — RHWMF - $1,500,000 (c/fwd);

Purchase / Replace Plant — HRRP - $1,199,749 (c/fwd);

Air Pollution Control Residue Facility (APCR) Plant & Equipment — RHWMF - $1,074,000;
Purchase Evaporators - Solar Generator - RHWMF - $900,000;

Construct Wood Waste to Energy Dry Char Storage Facility - HRRP - $520,000;

Regional Waste Collection Project - Bulk Verge for Bassendean and Mundaring — HRRP - $510,000;
Construct Leachate and Stormwaste Infrastructure and Siltation Ponds - RHWMF - $475,000 (c/fwd);
Construct Access Road to Lots 8 9 10 - RHWMF - $330,000 (c/fwd);

Purchase Wheel Wash — RHWMF - $250,000;

Purchase Vehicles - Ascot Place (Electric Vehicles) - $250,000;

Construct Roads / Carparks - RHWMF - $250,000 (c/fwd);

Purchase Information Technology & Communication Equipment - $237,000 (c/fwd);

Construct Waste Management Facility Buildings - RHWMF - $220,000;

Construct Drainage Works to Lots 8 9 10 - RHWMF - $213,969 (c/fwd);

Purchase Wood Waste to Energy Plant & Equipment — HRRP - $200,000;

Wood Waste to Energy Utilities/Infrastructure — HRRP - $200,000;

Implementation of the FOGO Recovery Strategy - $196,822;

Purchase / Replace Minor Plant and Equipment - RHWMF - $189,000;

Regional Waste Collection Project - Plant Purchases — HRRP - $173,246;

Design and Construct Air Pollution Control Residue Facility (APCR) Monocell - RHWMF - $150,000;
Construct New Power Station - RHWMF - $150,000 (c/fwd);

Wood Waste to Energy Plant - Fire Protection — HRRP - $150,000;

Purchase / Replace Vehicles - RHWMF - $142,530 (c/fwd);

Construct Waste Transfer Station — HRRP - $130,000;

Purchase Gas Analyser (Methane) - RHWMF - $100,000;

Red Hill Project - Others/ Emergency - $100,000;

Noise Barrier for Hammer Mill - HRRP - $100,000 (c/fwd);

Develop Lots 8 9 & 10 For Future Waste Activities) - RHWMF - $100,000 (c/fwd);

Construct Drainage Diversion and Earthworks Infrastructures - RHWMF - $100,000 (c/fwd); and
Construct Monitoring Bores - RHWMF - $99,300 (c/fwd).
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This is offset by an increase in the following Capital Expenditure budget provision following a review of the capital
expenditure program:

> Construct Class Ill Cell Stage 17 - RHWMF - $1,676,412;

At its meeting on 22 February 2024, Council approved additional budget funding for the construction of
Stage 17 landfill cell which will be funded by the budget from Class IV cell construction as well as the
surplus funds available in the Municipal Fund reserves.

Purchase / Replace Plant - RHWMF - $251,328;

Gas Extraction System Wells - RHWMF - $200,000;

Construct Wheel Wash Bath - RHWMF - $200,000;

Purchase / Replace Other Equipment - RHWMF - $139,000; and
> Sewer Line connection to Talloman — HRRP - $120,000.

vV V V V

The total funding for the majority of the capital items budgeted but not purchased in 2024/2025 has been carried
forward into the future financial years totalling $7,047,548. Of this amount, $4,161,374 has been carried
forwarded to 2025/2026 financial year. This amount has been included in the 2025/2026 Annual Budget adopted
by the Council at its meeting on 28 August 2025.

Reserves (page 43)

At the end of the 2024/2025 financial year the amount held in Reserves (Note 28) increased by $21,678,472 to
a balance of $67,230,636 compared to the 2023/2024 balance of $45,552,164 and higher than the 2024/2025
budget of $25,282,224 by $41,948,412.

The increase in reserves is due to movements in reserves and the establishment of a new equity reserve during
the year.

The Auditor representing Moore Australia and a representative of the OAG will be in attendance at the Audit
Committee meeting, in accordance with clause 6.5 of the Audit Committee Terms of Reference, when the
Committee is reviewing the Annual Financial Report.

STRATEGIC/POLICY IMPLICATIONS

32

Reporting on EMRC Strategic Policy implications align with the Revised 10 Year Strategic Plan 2017 - 2027 and
the Sustainability Strategy 2022/2023 - 2026/2027.

FINANCIAL IMPLICATIONS

33

As outlined within the report and attachments.

SUSTAINABILITY IMPLICATIONS

34

Nil

Item 12.1 | Audit, Risk and Improvement Committee | 2 October 2025 | 5
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RISK MANAGEMENT
Consequence Likelihood Rating
Moderate Unlikely Moderate
Action/Strategy

» The financial report is scrutinised by the EMRC Council throughout the financial year to ensure that all statutory
requirements are met.

» Internal Audit reviews to ensure compliance with Financial Regulations.
» External Audit confirms compliance.

MEMBER COUNCIL IMPLICATIONS

Member Council Implication Details

Town of Bassendean } Surplus in the EMRC will increase the value of the member Council's investment in
City of Bayswater the EMRC.

ATTACHMENT(S)

1. Annual Financial Report for the Year Ended 30 June 2025 (D2025/21902)
2. Audit Concluding Report to the Audit Committee for the Year Ended 30 June 2025 (D2025/22164)

VOTING REQUIREMENT
Simple Majority
RECOMMENDATION(S)

That:

1. Council adopts the audited Annual Financial Report for the year ended 30 June 2025 and the Independent Auditor’s
Report on that Annual Financial Report forming attachment 1 of this report.

2. Council notes the contents of the Audit Concluding Report to the Audit, Risk and Improvement Committee for the year
ended 30 June 2025 forming attachment 2 of this report.

The ARIC Chairperson invited the Auditors to speak to their report.

Discussion ensued.

Item 12.1 | Audit, Risk and Improvement Committee | 2 October 2025 | 6










































EASTERN METROPOLITAN REGIONAL COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2025

. TRADE AND OTHER RECEIVABLES

Current

Trade receivables

Trade receivables - Regional Waste Collection Project**
Other receivables

Accrued interest

Loan receivables*

Loan receivables - Regional Waste Collection Project**
Allowance for credit losses of trade receivables”

Note 2025 2024
$ $

3,643,779 4,032,735

314,511 124,990

262,119 44,988

882,597 945,788

1,277,983 1,277,983

692,725 1,109,598

23(b) (1,277,983) (1,286,676)
5,795,731 6,249,406

*The carrying amounts of the loan receivables include the loan on commercial terms between the EMRC and Anergy Australia Pty Ltd.

AThe balance of the loan receivable from Anergy Australia Pty Ltd as at 30 June 2025 of $1,277,983 has been fully impaired as the Company is

under voluntary liquidation.

**Trade Receivables and Loan Receivables for Regional Waste Collection Project are recognised in accordance with the participants agreement terms
and commercial loan terms between the EMRC and Shire of Mundaring.

Disclosure of opening and closing balances related to contracts with customers

Information about receivables from contracts with
customers along with financial assets and associated
liabilities arising from transfers to enable the acquisition
or construction of recognisable non financial assets is:

Trade and other receivables from contracts with customers
Allowance for credit losses of trade receivables

Total trade and other receivables from contracts with customers

MATERIAL ACCOUNTING POLICIES

Trade receivables

Trade receivables are amounts receivable from contractual
arrangements with customers for goods sold, services
performed or grants or contributions with sufficiently
specific performance obligations as part of the ordinary
course of business.

Other Receivables

Other receivables are amounts receivable from contractual
arrangements with third parties other than contracts

with customers including grants for the construction of
recognisable non financial assets.

Measurement

Trade and other receivables are recognised initially at the
amount of the transaction price, unless they contain a
significant financing component, and are to be
recognised at fair value.

30 June 30 June 1 July
2025 2024 2023
Note Actual Actual Actual
$ $ $
7,073,715 7,536,082 6,104,126
5 (1,277,983) (1,286,676) (1,286,676)
5,795,732 6,249,406 4,817,450

Classification and subsequent measurement
Receivables which are generally due for settlement within
30 days are classified as current assets.

Trade and other receivables are held with the objective
to collect the contractual cashflows and therefore the
Council measures them subsequently at amortised cost
using the effective interest rate method.

Due to the short term nature of current receivables, their
carrying amount is considered to be the same as their
fair value. Non-current receivables are indexed to
inflation, any difference between the face value and fair
value is considered immaterial.

Impairment and risk exposure

Information about the impairment of trade receivables
and their exposure to credit risk and interest rate risk
can be found in Note 23.

23



EASTERN METROPOLITAN REGIONAL COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2025

INVENTORIES

Current
Fuel and materials

The following movements in inventories occurred during the year:

Balance at beginning of year

Inventories expensed during the year
Additions to inventory
Balance at end of year

MATERIAL ACCOUNTING POLICIES

General

Inventories are measured at the lower of cost and net
realisable value.

Net realisable value is the estimated selling price in the
ordinary course of business less the estimated costs of
completion and the estimated costs necessary to make
the sale.

Note 2025 2024
$ $

112,987 133,919

112,987 133,919

133,919 32,950

(1,556,178) (1,673,893)

1,535,246 1,774,862

112,987 133,919
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EASTERN METROPOLITAN REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2025

. OTHER ASSETS
2025 2024
$ $
Other assets - current
Prepayments 39,309 37,493
39,309 37,493

MATERIAL ACCOUNTING POLICIES

Other current assets

Other non-financial assets include prepayments which
represent payments in advance of receipt of goods or
services or that part of expenditure made in one
accounting period covering a term extending beyond
that period.

25




EASTERN METROPOLITAN REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2025

8. PROPERTY, PLANT AND EQUIPMENT
(a) Movements in Balances

Movement in the balances of each class of property, plant and equipment between the beginning and the end of the current financial year.

Plant and
equipment -
Regional Waste
Total land and  Furniture Plant and Collection Work in
Land Buildings buildings and fittings equipment Project* Artworks progress Total
$ $ $ $ $ $ $

Balance at 1 July 2023 47,850,257 9,172,808 57,023,065 72,519 12,984,545 0 83,800 23,494,702 93,658,631
Additions 0 2,553,534 2,553,534 16,893 5,137,275 1,058,836 0 3,302,782 12,069,320
Disposals 0 0 0 0 (117,008) 0 0 0 (117,008)
Depreciation 0 (695,432) (695,432) (22,307) (3,210,338) (152,466) 0 0 (4,080,543)
Transfers 0 9,461,771 9,461,771 0 255,156 0 0 (9,716,927) 0
Balance at 30 June 2024 47,850,257 20,492,681 68,342,938 67,105 15,049,630 906,370 83,800 17,080,557 101,530,400
Comprises:

Gross balance amount at 30 June 2024 47,850,257 21,676,356 69,526,613 134,805 24,556,128 1,058,836 83,800 17,080,557 112,440,739
Accumulated depreciation at 30 June 2024 0 (1,183,675) (1,183,675) (67,700) (9,506,498) (152,466) 0 0 (10,910,339)
Balance at 30 June 2024 47,850,257 20,492,681 68,342,938 67,105 15,049,630 906,370 83,800 17,080,557 101,530,400
Additions 0 96,728 96,728 0 3,918,848 0 0 2,253,621 6,269,197
Disposals 0 (12,555) (12,555) 0 (382,450) (30,822) 0 0 (425,827)
Work in progress write off** 0 0 0 0 0 0 0 (16,577,812) (16,577,812)
Revaluation increments / (decrements) transferred

to revaluation surplus 25,489,743 19,974 25,509,717 0 0 0 0 0 25,509,717
Depreciation 0 (808,419) (808,419) (23,446) (3,881,578) (214,737) 0 0 (4,928,180)
Transfers 0 1,603,049 1,603,049 0 814,006 0 0 (2,417,055) 0
Balance at 30 June 2025 73,340,000 21,391,458 94,731,458 43,659 15,518,456 660,811 83,800 339,311 111,377,495
Comprises:

Gross balance amount at 30 June 2025 73,340,000 21,391,458 94,731,458 134,805 28,480,702 1,008,837 83,800 339,311 124,778,913
Accumulated depreciation at 30 June 2025 0 0 0 (91,146) (12,962,246) (348,026) 0 0 (13,401,418)
Balance at 30 June 2025 73,340,000 21,391,458 94,731,458 43,659 15,518,456 660,811 83,800 339,311 111,377,495

*Plant and equipment for Regional Waste Collection Project are recognised in accordance with the participants agreement terms between the EMRC and Shire of Mundaring.
**Work in progress write off relates to capital projects that were cancelled and subject to a full review be undertaken regarding the go forward options. This was approved at the council meetings held on 22 May
2025 and 26 June 2025.
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EASTERN METROPOLITAN REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2025

8. PROPERTY, PLANT AND EQUIPMENT (Continued)
(b) Carrying Value Measurements

Carrying amount Carrying amount Fair Value Date of Last
Asset Class Note 2025 2024 Hierarchy Valuation Technique Basis of Valuation Valuation Inputs Used
(i) Fair Value

Land and buildings

Management Valuation by

Land 8(a) 73,340,000 47,850,257 2 Market approach engaging Marsh Valuation June 2025 Price per square metre.
Services
Cost Approach using Management Valuation by Estimates of residual value, useful life, pattern

of consumption and asset condition and
relationship to the assessed level of remaining
service potential of the depreciable amount.

Buildings 8(a) 21,391,458 20,492,681 3 current gross replacement engaging Marsh Valuation June 2025
cost Services

Level 3 inputs are based on assumptions with regards to future values and patterns of consumption utilising current information. If the basis of these assumptions were varied, they have the potential to result in a significantly higher
or lower fair value measurement.

During the period there were no changes in the valuation techniques used by the local government to determine the fair value of property, plant and equipment using either level 2 or level 3 inputs.

(i) Cost
Furniture and fittings N/A N/A N/A N/A N/A N/A N/A
Plant and equipment N/A N/A N/A N/A N/A N/A N/A
Artworks N/A N/A N/A N/A N/A N/A N/A
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EASTERN METROPOLITAN REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2025

9. INFRASTRUCTURE
(a) Movements in Balances

Movement in the balances of each class of infrastructure between the beginning and the end of the current financial year.

Post closure

Landfill cells Other structures assets Work in progress Total
$ $ $ $ $

Balance at 1 July 2023 6,971,518 8,874,058 5,271,449 14,248,466 35,365,491
Additions 0 237,643 0 7,703,828 7,941,471
Depreciation (2,605,364) (160,972) (284,250) 0 (3,050,586)
Transfer 0 164,878 0 (164,878) 0
Balance at 30 June 2024 4,366,154 9,115,607 4,987,199 21,787,416 40,256,376
Comprises:

Gross balance at 30 June 2024 10,021,839 9,565,651 5,616,910 21,787,416 46,991,816
Accumulated depreciation at 30 June 2024 (5,655,685) (450,044) (629,711) 0 (6,735,440)
Balance at 30 June 2024 4,366,154 9,115,607 4,987,199 21,787,416 40,256,376
Additions 1,650,404 460,367 0 2,921,740 5,032,511
Disposals 0 (56,931) 0 0 (56,931)
Work in progress write off* 0 0 0 (4,126,525) (4,126,525)
Revaluation increments / (decrements) transferred to

revaluation surplus (277,882) 591,628 1,417,081 0 1,730,827
Depreciation (1,882,344) (283,153) (247,466) 0 (2,412,963)
Transfer 5,264,890 7,488,021 0 (12,752,911) 0
Balance at 30 June 2025 9,121,222 17,315,539 6,156,814 7,829,720 40,423,295
Comprises:

Gross balance at 30 June 2025 9,121,222 17,315,539 6,156,814 7,829,720 40,423,295
Accumulated depreciation at 30 June 2025 0 0 0 0 0
Balance at 30 June 2025 9,121,222 17,315,539 6,156,814 7,829,720 40,423,295

*Work in progress write off relates to capital projects that were cancelled and subject to a full review be undertaken regarding the go forward options. This was approved at the council
meetings held on 22 May 2025 and 26 June 2025

M MOORE
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EASTERN METROPOLITAN REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2025

9. INFRASTRUCTURE (Continued)

(b) Carrying Value Measurements

Valuation Technique

Basis of Valuation

Date of Last
Valuation

Inputs Used

Fair Value
Asset Class Hierarchy
(i) Fair Value
Landfill cells 3
Other structures 3
Post closure assets 3

Cost approach using current
replacement cost

Cost approach using current
replacement cost

Cost approach using current
replacement cost

Management valuation

Management Valuation by
engaging Marsh Valuation
Services

Management valuation

June 2025

June 2025

June 2025

Construction costs and current condition, residual
values and remaining useful life assessments inputs

Construction costs and current condition, residual
values and remaining useful life assessments inputs

Construction costs and current condition, residual
values and remaining useful life assessments inputs

Level 3 inputs are based on assumptions with regards to future values and patterns of consumption utilising current information. If the basis of these assumptions were varied, they
have the potential to result in a significantly higher or lower fair value measurement.

During the period there were no changes in the valuation techniques used to determine the fair value of infrastructure using level 3 inputs.
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EASTERN METROPOLITAN REGIONAL COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2025

10. FIXED ASSETS

(a) Depreciation

Freehold land, artworks and work-in-progress are not depreciated.

Depreciation rates

Typical estimated useful lives for the different asset classes for the current and prior years are included in the table below:

Asset Class
Buildings
Structures
General
Class lll and IV Waste Cells
Plant
Furniture and fittings
Equipment
Post closure assets
Landfill cells*

*There are three general components of cell construction:
« Cell excavation and development costs;
« Cell liner costs; and
« Cell capping costs.

Useful life

7.50 to 100 years (based on components)

15 to 105 years

Based on actual usage

3 to 24 years
3 to 25 years
3 to 25 years

Based on actual usage
Based on actual usage

All cell excavation and development costs and cell liner costs are capitalised and depreciated over the useful life of the cell based
on the volumetric usage of the landfil cell air space during the year. Cell capping costs are expensed as they occur as part of ongoing

site rehabilitation.

(b) Temporarily Idle or retired from use assets

The carrying value of assets held by the Council which are
temporarily idle or retired from active use and not classified as
held for sale are shown in the table below.

Plant and equipment

(c) Fully Depreciated Assets in Use
The gross carrying value of assets held by the Council which are

currently in use yet fully depreciated are shown in the table below.

Plant and equipment

30

2025

150,000
150,000

2025
$

3,517,458

3,617,458

2024

110,000
110,000

2024
$

884,600
884,600
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EASTERN METROPOLITAN REGIONAL COUNCIL

NOTES TO AND FORMING PART OF THE FINANCIAL REPORT

FOR THE YEAR ENDED 30 JUNE 2025
FIXED ASSETS (Continued)

MATERIAL ACCOUNTING POLICIES

Initial recognition

An item of property, plant and equipment or infrastructure that qualifies
for recognition as an asset is measured at its cost.

Upon initial recognition, cost is determined as the amount paid (or
other consideration given) to acquire the assets, plus costs incidental
to the acquisition. The cost of non-current assets constructed by the
Council includes the cost of all materials used in construction, direct
labour on the project and an appropriate proportion of variable and
fixed overheads. For assets acquired at zero cost or otherwise
significantly less than fair value, cost is determined as fair value at the
date of acquisition.

Assets for which the fair value as at the date of acquisition is under
$5,000 are not recognised as an asset in accordance with Local
Government (Financial Management) Regulation 17A(5). These
assets are expensed immediately.

Where multiple individual low value assets are purchased together
as part of a larger asset or collectively forming a larger asset
exceeding the threshold, the individual assets are recognised as
one asset and capitalised.

Individual assets that are land, buildings and infrastructure acquired
between scheduled revaluation dates of the asset class in accordance
with the Council's revaluation policy, are recognised at cost and disclosed
as being at reportable value.

Measurement after recognition

Plant and equipment including furniture and equipment and right-of-use
assets (other than vested improvements) are measured using the

cost model as required under Local Government (Financial
Management) Regulation 17A(2). Assets held under the cost model
are carried at cost less accumulated depreciation and any impairment
losses being their reportable value.

Reportable Value

In accordance with Local Government (Financial Management)
Regulation 17A(2), the carrying amount of non-financial assets that are
land and buildings classified as property, plant and equipment,
investment properties, infrastructure or vested improvements that the
local government controls.

Reportable value is for the purpose of Local Government (Financial
Management) Regulation 17A(4) is the fair value of the asset at its
last valuation date minus (to the extent applicable) the accumulated
depreciation and any accumulated impairment losses in respect of the
non-financial asset subsequent to its last valuation date.

Revaluation

Land and buildings classified as property, plant and equipment,
infrastructure or vested improvements that the local government
controls and measured at reportable value, are only required to be
revalued every five years in accordance with the regulatory framework.
This includes buildings and infrastructure items which were

pre-existing improvements (i.e. vested improvements) on land vested in
the Council.
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Revaluation (continued)

Whilst the regulatory framework only requires a revaluation to occur

every five years, it also provides for the Council to revalue earlier if it
chooses to do so. As a matter of policy, the Council performs a revaluation
every four years.

For land, buildings and infrastructure, increases in the carrying
amount arising on revaluation of asset classes are credited to a
revaluation surplus in equity.

Decreases that offset previous increases of the same class of asset
are recognised against revaluation surplus directly in equity. All other
decreases are recognised in profit or loss.

Subsequent increases are then recognised in profit or loss to the
extent they reverse a net revaluation decrease previously recognised
in profit or loss for the same class of asset.

Depreciation

The depreciable amount of all property, plant and equipment and
infrastructure, are depreciated on a straight-line basis over the
individual asset’s useful life from the time the asset is held ready for
use. Leasehold improvements are depreciated over the shorter of
either the unexpired period of the lease or the estimated useful life of
the improvements.

The assets residual values and useful lives are reviewed, and
adjusted if appropriate, at the end of each reporting period.

Depreciation on revaluation

When an item of property, plant and equipment and infrastructure is
revalued, any accumulated depreciation at the date of the revaluation
is treated in one of the following ways:

(i) The gross carrying amount is adjusted in a manner that is
consistent with the revaluation of the carrying amount of the asset.
(i) Eliminated against the gross carrying amount of the asset and the
net amount restated to the revalued amount of the asset.

Impairment

In accordance with Local Government (Financial Management)
Regulations 17A(4C), the Council is not required to comply with

AASB 136 Impairment of Assets to determine the recoverable amount
of its non-financial assets that are land or buildings classified as
property, plant and equipment, infrastructure or vested improvements
that the local government controls in circumstances where there has
been an impairment indication of a general decrease in asset values.

In other circumstances where it has been assessed that one or more
of these non-financial assets are impaired, the asset's carrying
amount is written down immediately to its recoverable amount if the
asset's carrying amount is greater than its estimated recoverable
amount.

Gains or losses on disposal

Gains and losses on disposals are determined by comparing
proceeds with the carrying amount. These gains and losses are
included in the statement of comprehensive income in the period in
which they arise.




EASTERN METROPOLITAN REGIONAL COUNCIL
NOTES TO AND FORMING PART OF THE FINANCIAL REPORT
FOR THE YEAR ENDED 30 JUNE 2025

11. LEASES

The Council does not currently have any operating leases.
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Executive Summary

The key purpose of this report is to communicate the results of the audit with those charged with
governance.

We have performed an audit of the financial report of the Eastern Metropolitan Regional Council (the
Council) for the year ended 30 June 2025 in accordance with Australian Auditing Standards (‘ASAS’).

The purpose of the audit is to express an opinion as to whether the Council’s financial report fairly
represents, in all material respects, the financial transactions of the Council for the year ended 30 June
2025 and its financial position at the end of that period in accordance with the Local Government Act
1995 and, to the extent that they are not inconsistent with the Australian Accounting Standards.

Key Audit Risks or Focus Areas

As part of our audit procedures, we identified key risks based on our knowledge of the industry and
experience. This risk assessment process is designed to ensure that we focused our audit work on the
areas of highest risk.

This risk assessment and our responses were updated throughout the engagement to ensure that all
areas of material risk are addressed.

We are pleased to advise we have satisfactorily completed our audit procedures designed to address
these risks and meet our audit objectives.

Set out below, are what we have identified as the key audit risks and focus areas for the audit:
e  Valuation of property, plant and equipment and infrastructure assets
e Accounting for landfill site, environmental monitoring and employee related provisions
e Accounting for withdrawal of City of Kalamunda equity payout provision
e  Revenue recognition
e  Completeness of liabilities and expenses
e Disclosures in the financial report
e Related party transactions
e  Fraud risk and management override of controls
Audit Opinion
We will recommend the OAG to issue an unmodified opinion on the audit of the Council’s financial report.

Significant Audit and Accounting Issues

Particulars of the significant audit and accounting issues which arose, are included in this section of the
report for further consideration, where appropriate. Appropriate action has been taken by management
to resolve any issues and there is no further action that we are aware of that needs to be taken prior to
signing off the financial report.

Accounting Policies

The 30 June 2025 financial report has been prepared in accordance with the Local Government Act
1995 and, to the extent that they are not inconsistent with the Australian Accounting Standards. The
accounting policies are consistent with those applied in the financial report for the 30 June 2024 year.

Apart from the changes arising from AASB 2022-10 Amendments to Australian Accounting Standards
— Fair Value Measurement of Non-Financial Assets of Not-For-Profit Public Sector Entities, we are not
aware of any other material changes in accounting policies to applied during the financial year. In
addition, we are not aware of any significant unusual transactions in controversial or emerging areas.

Effective to annual periods beginning on or after 1 January 2024, AASB 2022-10 amends AASB 13 Fair
Value measurement for fair value measurements of non-financial assets of not-for-profit public sector
entities not held primarily for their ability to generate net cash flows. The amendment clarifies
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considerations for highest and best use, market participant assumptions and appropriate valuation
approaches.

Our audit procedures included a review of the accounting policies to ensure that they were consistently
applied throughout the period.

Adoption of changes to Accounting Standards

We have also considered changes that have occurred in Australian Accounting Standards and other
relevant parts of the regulatory framework as part of our audit. There are no significant changes that
impacted on the accounting results and disclosure requirements of the Council for the year ended 30
June 2025.

No other major accounting standards are coming into force over the next year that have the potential to
significantly impact the financial report.

Judgmental Matters and Estimations

The preparation of the financial report requires the use of management judgments and accounting
estimates or assumptions, which affect the reported amounts of assets, liabilities, income and expenses,
and disclosure of contingent assets and contingent liabilities. Certain estimates can be particularly
sensitive because of their significance to the financial report and the possibility that actual future events
affecting them may differ significantly from management’s current assumptions and expectations.

In relation to the Council, our assessment is that is the following account balances are critically affected
by management judgments or accounting estimates. Given the nature of the Council’'s revenue,
expenses, assets and liabilities - accounting for them is not overly complex nor affected by contentious
accounting practices.

Major accounts affected by management judgments or accounting estimates are:

e Accounting for landfill site rehabilitation, environmental monitoring and employee related
provisions

e Accounting for City of Kalamunda payout provision
e  Depreciation rates of non-current assets
e  Fair value of land and buildings and infrastructure assets

Where necessary we have challenged the judgments of management based on our examination of
evidential matter relating to those estimates. We are satisfied that the accounting estimates for the
current financial period are reasonable in light of known circumstances. In our view a prudent approach
has been adopted by management in applying judgments and in making estimates.

Key Audit Risks and Focus Areas

Valuation of property, plant and equipment and infrastructure assets

These are the biggest classes of non-financial assets reported in the Council’s statement of financial
position where there is a mix of cost (for plant and equipment) and fair value (for land, buildings and
infrastructure — revalued every 4 years) accounting involved. The property, plant and equipment and
infrastructure carrying value as at 30 June 2025 is $111.4m and $40.4m respectively (2024: $101.5m
and $40.3m). During the year, a revaluation for land, buildings and infrastructure was undertaken in
accordance with the Council’s revaluation cycle, resulting in a net increment of $27.2m, of which
$25.5m related to land. Correspondingly, the revaluation surplus has been recognised in Council’s
asset revaluation reserves.

As part of this revaluation process, the Council applied the amendments introduced by AASB 2022-10,
effective for annual periods beginning on or after 1 January 2024. The new standard amends AASB
13 Fair Value Measurements for fair value measurements of non-financial assets of not-for-profit
public sector entities not held primarily for their ability to generate cash flows, which clarifies
considerations for highest and best use, market participant assumptions and appropriate valuation
approaches. In applying the amended guidance, locational and one-off costs were identified and
appropriately factored into the fair value assessments where relevant. The Council has reviewed its
external valuer methodology and confirms that the requirements of the revised standard have been
appropriately addressed, with minimal financial impact on the current year’s fair value measurements.
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In addition, work-in-progress (WIP) of $20.7m was written off, primarily due to Council’s decision to
discontinue the Wood Waste to Energy project.

There is an inherent risk given the large balances and nature of assets, and the judgement applied in
determining revaluation of land, buildings and infrastructure, depreciation/ amortisation expense
including impairment.

Key audit procedures performed were:

e Reviewed and updated documented system procedures and performed walkthroughs for
property, plant and equipment and infrastructure assets;

e Assessed accounting policies to ensure they were in accordance with AASB 116 Property, Plant
and Equipment, AASB 13 Fair Value Measurement and the amendments from AASB 2022-10
and AASB 136 Impairment of Assets;

e Sample tested asset additions, disposals and depreciation;

e Reviewed the fair value reports of valuations that were performed during the year, including a
review of valuation techniques and assumptions applied. We have also assessed the valuer’'s
qualifications and expertise; and

° Reviewed management’s impairment assessment in relation to the $20.7m write-off of WIP, which
included evaluation the Council’s rationale for discontinuation and confirming that the write-off
was appropriately recognised in accordance with AASB 136 Impairment of Assets.

Based on procedures performed, we are satisfied that property, plant and equipment and infrastructure
assets are reasonable and fairly stated as at 30 June 2025.

Accounting for landfill site rehabilitation, environmental monitoring provisions

The Council operates the Red Hill Landfill Site. There is a present obligation to rehabilitate/make good
at the end of the asset’s useful life. As at 30 June 2025, the Council recognised a total provision of
$8.6m, of which $4.2m relates to site rehabilitation and $4.4m relates to environmental monitoring.

During the year, Council has re-estimate its landfill site rehabilitation and environmental monitoring
provisions to reflect the updated assumptions and scope of work. This re-estimation was supported by
an independent peer review of management’s workings, which assessed the reasonableness of cost
estimates, timing assumptions and alignment with industry expectations. Through this process, the
Council extended its water monitoring period by an additional 15 years, consistent with the Victorian
Government Environmental Protection Authority’s (EPA) Best Practice Environmental Management
guidelines. While these guidelines are not legally required in Western Australia, the Council has adopted
the relevant scope as best practice. The re-estimation has consequently increase the Council’s total
landfill site rehabilitation and environmental monitoring provisions by $2.6m to $8.6m as at 30 June 2025
(30 June 2024: $6m).

As a result of the revised obligations, the fair value of the landfill asset classified within infrastructure
was also updated to reflect the increased future costs associated with rehabilitation and monitoring. This
treatment is consistent with AASB Interpretation 1 Changes in Existing Decommissioning. Restoration
and Similar Liabilities, which requires changes in estimated restoration costs to be reflected in the
carrying amount of the related asset when measured under the revaluation model. The adjustment was
incorporated into the Council’s revaluation process during the year, with movements being reflected in
the Council’s asset revaluation reserves.

Key audit procedures performed were:

e Reviewed the independent peer review reports of provisions workings during the year, including
a review of valuation assumptions, inputs applied. We have also assessed the independent peer
reviewer’s qualifications and expertise; and

e Reviewed the rehabilitation costs worksheet to ensure cost estimates relating to the liabilities
were calculated using a reasonable approach in accordance with AASB 137.

Based on procedures performed, we are satisfied that the landfill site rehabilitation and environmental
monitoring provisions are reasonable and fairly stated as at 30 June 2025.
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Accounting for employee related provisions

The Council’s liabilities include employee-related annual leave and long service leave provisions. As at
30 June 2025 the total current provision value is $2.8mil, of which $1.4m relates to Annual Leave
Provisions and $1.4m relates to Long Service Leave Provisions. Employee related provisions involve a
degree of management estimation and uncertainty in their calculation in respect of present value inputs
(inflation rates, discount factors, work costs), timing and probabilities of settlement.

Key audit procedures performed were:

e Agreed underlying information to employee employment contracts and approved leave
applications;

e Reviewed management’s assumptions, inputs and calculation of employee related provisions to
ensure they are in accordance with AASB 119.

Based on procedures performed, we are satisfied that the employee related provisions are reasonable
and fairly stated as at 30 June 2025.

Accounting for withdrawal for City of Kalamunda equity payout provision

The City of Kalamunda issued its Notice of Withdrawal from the Council on 22 November 2022, with the
effective date of the withdrawal being 30 June 2023. As at 1 July 2023, the Council has a present
obligation to provision for the City’s equity payout. The City’s equity entitlement is subject to a valuation
methodology and process prescribed in the Establishment Agreement for withdrawing participants
based on a wind-up basis.

Following the finalisation of the City of Belmont’'s equity payout in February 2025, discussions with the
City of Kalamunda have commenced; however, the formal valuation process prescribed under the
Establishment Agreement has not yet begun. A discount of $5.78m was written back to the Regional
Council’s retained surplus upon completion of City of Belmont's payout, which in turn adjusted City of
Kalamunda’s equity interest as at 30 June 2023. Consequently, an additional provision of $999.7k has
been recognised for Kalamunda’s equity entitlement as at 30 June 2025. Therefore, a provision of
$31.7m was recognised based on management’s best estimate as at 30 June 2025.

Key audit procedures performed were:

e Reviewed management’s assumptions and verified workings to ensure payout estimates relating
to the City of Kalamunda’s equity payout has been calculated using a reasonable approach in
accordance with AASB 137.

Based on the procedures performed, we are satisfied that the provision for City of Kalamunda’s equity
entitlement is reasonable and fairly stated as at 30 June 2025.

Revenue recognition

Revenue is being recognised in accordance with AASB 15 Revenue from Contracts with Customers and
AASB 1058 Income of Not-for-Profit Entities. The main revenue generating activities include fees &
charges and government grants & contributions. Given the different revenue streams, there is a risk that
revenue may not be recognised as required.

Key audit procedures performed were:

e Reviewed and performed the relevant audit provision on the application of the Council’s revenue
recognition policies for application under AASB 15 and 1058;

e Performed a walkthrough of the revenue cycles to gain the understanding of the process;

e Onsample basis, tested revenue streams to supporting grant agreements, tax invoices and bank
statement receipts; and

e On sample basis, tested the recognition of contract and capital grant/contribution liabilities to
ensure proper accounting in accordance with AASB 15 and AASB 1058.

Based on procedures performed, we are satisfied that revenue has been recognised appropriately for
the year ended 30 June 2025.
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Disclosures in the Financial Report
The Council is required to disclose information in relation to:
e  Contingent assets and liabilities;
e Post balance date events;
¢ Key management personnel remuneration;
¢ Related party transactions;
e Auditor’s remuneration;
e  Capital commitments; and
e Interest of Member Councils.

Our procedures indicate that appropriate and adequate disclosures have been made in respect of the
above.

Fraud Risk and Management Override of Controls

Management is involved in day-to-day operations and monitoring of the Council, which gives them the
ability to manipulate accounting records and prepare fraudulent financial reports by overriding controls
in place. Due to the unpredictable way in which such override could occur, this leads to potential fraud
risk and is always assessed as a significant risk.

To address the risk of management override, the following procedures were performed:

e Reviewed journal entries and other adjustments for evidence of possible material misstatements
due to fraud;

e Reviewed accounting estimates and application of accounting policies for evidence of bias or
aggressive accounting practices; and

e  For significant or unusual transactions, evaluated the business rationale (or the lack thereof) for
evidence of fraudulent financial reporting or misappropriation of assets.

Based on testing performed, we are satisfied that the risk of fraud from management override has been
reduced to an acceptable level.

Significant Representations by Management

Both our and the OAG’s representation letters have been provided and a signed copy is to be returned
to us prior to our submission of the financial report with the OAG.

There are no significant representations (other than the ones referred to in our and the OAG’s standard
representation letters) made by management for which we and OAG are relying on in forming our audit
opinions.

Audit Adjustments

We are required by the auditing standards to communicate all unadjusted differences (other than clearly
trivial) that we noted during the audit.

We note that one adjusted audit difference was identified and processed during the audit. This
adjustment was reviewed and agreed with management, and has been appropriately reflected in the
financial statements.

Liability

Dr/(Cr)

1 To recognise a reversal of future legal - $900,000 - | ($900,000)
and valuation costs that were incorrectly
provisioned during the year in relation to
the withdrawal of the City of Kalamunda.

Total - $900,000 - ($900,000)
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Internal Controls

As part of our planned audit approach, we evaluated the Council’s system of internal controls primarily
to enable us to determine the appropriate nature and extent of our procedures.

We have also conducted a high-level ITGC review of key controls relating to:
e  System Security;
e  Technology Framework;
e  Service Management, Operations and Change Control;
e  Security Governance and Reporting; and
e  Security training.

Based on the procedures performed, we have noted no significant deficiencies or control breakdowns
were identified in the areas reviewed, with controls assessed appear to be suitably designed and
implemented to support the integrity and security of the Council’s IT systems.

This, however, does not constitute a comprehensive review. Accordingly, the Audit and Risk Committee
may wish to discuss with management any matters they may have raised with respect to particular
systems, which may necessitate a more comprehensive review.

It should be appreciated that our audit procedures are designed primarily to enable us to form an opinion
on the financial statements and therefore may not bring to light all weaknesses in systems and
procedures which may exist. However, we aim to use our knowledge of the Council gained during our
work to make comments and suggestions which, we hope, will be useful to you.

No key internal control deficiencies were noted in the interim and final audit of the Council.

The management letter for the previous period identified some findings to be actioned by the Council.
Below is an update on the findings based on our follow up during current year audit:

Findings Rating Update

1. No evidence of independent review of general journals Moderate Resolved

2. Lack documentation of verbal quotation obtained prior to incurring
expenditure

Other Key Matters

Minor Resolved

Withdrawal of Member Councils

City of Kalamunda

The City of Kalamunda withdrew from the Council on 1 July 2023. The City’s equity entitlement is
subject to a valuation methodology and process prescribed in the Establishment Agreement for
withdrawing participants.

As at 30 June 2025, a provision of $31.7 million was recognised based on book value. Whilst this may
not in accordance with basis of valuation adopted (Recoverable basis) for member exit in the
Establishment Agreement, this represents the management’s best estimate at period end without a
formal valuation process being taken.

Following the finalisation and payout of City of Belmont’s equity payment in February 2025, the
Regional Council and the City has commenced preliminary discussions to agree on the valuation
methodology and key input assumptions. The formal valuation process will commence once the
Regional Council and the City reach agreement on the valuation methodology and key assumptions.
This is anticipated to occur during the 2025/26 financial year.

At present the Council has sufficient funds on hand, including incremental cash flow from its
operations to meet its obligations and pay the City of Kalamunda. Should the funds be insufficient, the
remaining participants of the Council may be required to pay the distribution to the City in accordance
with clause 9.9 of the Establishment Agreement.

Eastern Metropolitan Regional Council
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City of Swan, Shire of Mundaring and City of Bayswater

The Council received notices of withdrawal from three of its participating member councils (City of Swan,
Shire of Mundaring and City of Bayswater) in December 2024 leaving only Town of Bassendean
confirming its intention to remain and becoming the sole one participating member council. External
legal advice initially sought by Management suggested there is no restriction for the Council to continue
operating with one participating member council. However, further advice from the Department of Local
Government, Industry Regulation and Safety (“Department”) indicated there should be at least two
participating members are required. Subsequently, the City of Bayswater revoked its notice of
withdrawal, and together with the Town of Bassendean, has confirmed its commitment to ongoing
participation.

At this date of the report, the Council continues to operate with two confirmed participating member
councils — City of Bayswater and Town of Bassendean, thereby meeting the minimum participation
requirement advised by the Department. Consequently, there are no indicators of material uncertainty
that may cast significant doubt on the Council’s ability to continue as a going concern for the foreseeable
future.

Non-Compliance with Laws and Regulations or Fraudulent Activity

We confirm no matters have come to our attention that indicate material misstatement in the financial
report due to non-compliance with laws and regulations or fraudulent activity. Management has
confirmed that they are unaware of any fraudulent activity.

Auditor’s Responsibility to Consider Fraud

As auditors, we obtain reasonable assurance that the financial report is free from material misstatements
due to fraud or error.

Accordingly, certain procedures were performed as part of our audit by way of enquiry, evaluation and
review as required by the Australian Auditing Standards on fraud, ASA 240.

We have enquired with management regarding the existence of fraud and/or non-compliance with laws
and regulations. We have also reviewed the general ledger and minutes for evidence of these.

Based on representations obtained from management and the work performed, we are confident that
the risk of fraud in relation to financial reporting and non-compliance with laws and regulations is low
and we have not identified any reportable matters for your attention.

Liaison with Management
We had no disagreements with management about significant audit, accounting or disclosures matters.

We identified no errors or irregularities that would cause the financial report to contain a material
misstatement and noted no apparent illegal acts.

There were no difficulties encountered in dealing with management related to the performance of the
audit.

There was no correspondence between us and management relating to any significant audit and
accounting issues during the period other than those discussed under the Significant Audit and
Accounting Issues section above.

Independence

We have established policies and procedures designed to ensure our independence, including policies
on holding financial interests in the Council and other related parties, business relationships,
employment relationships, and the provision of non-audit services.

We have assessed our audit independence at the planning stage and to the best of our knowledge and
belief, we are of the opinion that each engagement team member and partners of all Moore network
firms in Australia are not in contravention of the auditor independence and ethical requirements of the
Accounting Professional and Ethical Standards Board’s APES 110 Code of Ethics for Professional
Accountants (including Independence Standards) (the Code) that are relevant to our audit of the
financial report in Australia.

We have also fulfilled our other ethical responsibilities with the Code. We have further considered the
safeguards the Moore Australia network has in place, and we are not aware of any services being
provided that would compromise our independence as external auditor.

Eastern Metropolitan Regional Council
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Confidentiality

This document is strictly confidential and although it has been made available to management and those
charged with governance to facilitate discussions, it may not be taken as altering our responsibilities to
the Council arising under our audit contract with the OAG.

The information contained in this document is confidential and cannot be conveyed to any party other
than the party to which it is directed.

Conflicts of Interest

The firm is not aware of any existing or potential relationship, transaction or holding that would
compromise its objectivity in the conduct of the services provided. Should the possibility of a perceived
or actual conflict arise the matter would be raised with the Council immediately and activities suspended
until the issue was resolved to your satisfaction.

Outstanding items
The following items remain outstanding at the time of writing:
e Signed management representation letter; and

e  Signed financial report.

W

Wen-Shien Chai
Partner
Moore Australia Audit (WA)

Dated 2 October 2025
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CONTACT US

Level 15, 2 The Esplanade,

Perth WA 6000

T +61 89225 5355

F +61 892256181

E perth@moore-australia.com.au

www.moore-australia.com.au
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12.2 RISK MANAGEMENT UPDATE

D2025/19463
PURPOSE OF REPORT
The purpose of this report is to provide Council with an update on the EMRC's risk management profile.
KEY POINT(S)

> Sound corporate governance requires an integrated risk management approach including management processes,
strategic planning, reporting and performance management.

> In accordance with the Risk Management Framework, an overview of the management of risk is reported
approximately 3 — 4 times a year to the Audit Committee.

RECOMMENDATION(S)
That Council notes the update on the status of the Council’'s risk management profile.

SOURCE OF REPORT

Employee Disclosure under s.5.70 of the Local Government Act 1995

Author(s) Manager Information Services Nil

Responsible Officer Acting Chief Executive Officer Nil

BACKGROUND

1 At the Ordinary Council meeting on 22 August 2024 it was resolved inter alia that (D2024/21002):

2. COUNCIL ADOPTS THE COUNCIL POLICY 7.1 - RISK MANAGEMENT AS REVIEWED AND AMENDED
FORMING ATTACHMENT & TO THIS REPORT.

2 The EMRC has quantified its broad risk appetite through the EMRC's risk assessment and acceptance criteria.
The criteria are included within the EMRC's Risk Management Policy, Risk Management Framework and the
Risk Appetite Statement.

3 The EMRC continues to monitor and review process and to report on the progress of its achievement of the risk

management objectives, the management of individual risks and the ongoing identification of issues and trends.

4 The last risk performance objectives were reported to the Audit Committee and Council in August 2025
(D2025/15520).

REPORT

5 The EMRC's Risk Management Framework provides the guidance to integrate risk management into significant

activities and functions performed by the EMRC and supporting the EMRC'’s ability to use risk management as
part of the decision-making processes.

6 The current EMRC risk appetite accepts the taking of controlled risks, the use of innovative approaches and the
development of new opportunities to improve service delivery and to achieve EMRC objectives provided that the
risks are properly identified, evaluated and managed to ensure that any exposures are acceptable.
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The current risk management profile (heat map report), forming attachment 1 to this report, is a heat map report

generated using the CAMMS risk software and shows all the EMRC's strategic risks. The heat map offers a
visualised, comprehensive view of the likelihood and impact of the EMRC's strategic risks and helps the
organisation improve its risk management and risk governance by prioritising risk management efforts.

that are included in the attachment to this report.

Risk Code
SR-1

Risk Title

Excessive Employee
Benefits leave liability

‘ Risk Owner

Chief Executive Officer

The table below summarises the current risk management update associated with all the EMRC's strategic risks

Risk Status Update

Reported monthly to the Executive
Leadership Team.

SR-2

SR-3

Inadequate succession
planning

Ineffective Operational
Reporting  (timely  and
relevant)

Chief Executive Officer

Chief Operating Officer

Succession planning workshop
scheduled was undertaken in November
2024. .

All reports are effective with clear KPI's.
The effectiveness of the reports is tested
regularly and input into MYOSH System.

SR-4

Over-use of single-source
suppliers

Chief Financial Officer

On-going review is undertaken by the
Operations and Procurement Teams.
Where possible, the EMRC will also
include the use of WALGA Panel of
suppliers to reduce over-reliance on
single-source suppliers.

Exemption from multiple quotes process
has also been reviewed with a revision to
the oversight process.

A project is underway undertaking a
review of critical plant and machinery
components to ensure source, time and
cost of supply are undertaken ahead of
any ad hoc and urgent parts
replacements.

SR-5

Legacy issues restricting
innovation and performance

Chief Executive Officer

Business improvement is now an agenda
item at monthly Executive Leadership
Team meetings. New revenue and value
add to member councils observing budget
restraints are mainstream now.

More frequent informal meetings with
Executive Team to bring a collaborative
and timely response to emerging matters.

SR-6

Under/poor performance

Chief Executive Officer

Performance management system is
undertaken on an ongoing basis and poor
performance is dealt with on a case-by-
case basis. A review of structural
improvements  to  ensure financial
responsibility and functional accountability
is underway.

SR-7

Reduced Grant Funding

Chief Transformation
Officer

All opportunities are explored to secure
external funding and deliver quality
programs to member councils and to
continue regional advocacy.
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Risk Code
SR-8

Risk Title

Inadequate leachate control

Risk Owner

Chief Operating Officer

Risk Status Update

Leachate management controls put in
place are deemed adequate. The
leachate ponds are subject to daily
monitoring, with all inspections and
controls in place. The deepening of the
second main leachate pond provides
additional storage capacity which has
been completed.

SR-9

Odour, noise, dust and
traffic complaints

Chief Operating Officer

Internal processes are in place that allow
neighbours and other stakeholders to
report on any of these issues. All
complaints are addressed promptly,
reviewed and signed off by both the Site
Manager and Chief Operating Officer and
filed in accordance with EMRC's internal
requirements. Some improvements to
FOGO processing have contributed to a
reduction in odour related issues.

SR-10

WWTE (Pyrolysis) Project
underperformance

Chief Operating Officer

Council has instructed a business review,
and all capital works have been placed on
hold until the review has been completed
and is presented to Council for further
consideration.

SR-11

Fire in operational sites

Chief Operating Officer

All inductions and internal processes are
adequately designed to manage all
EMRC sites in the unlikely event of a fire
on site. These processes also ensure
compliance with all necessary reporting
requirements.

SR-12

By-passing established
Tender or Procurement
procedures

Chief Financial Officer

Regular procurement meetings have
been held with senior representatives
from Operations, reinforcing the updated
process and procedures.

SR-13

Cyber attack

Chief Financial Officer

Ongoing testing and system updates are
undertaken to ensure a high level of
security is maintained. Internal Audit on
the IT general controls has been
completed in this past quarter.

Annual cyber security insurance review
was also completed.

SR-14

Poor Stakeholder
Engagement

Chief Executive Officer

2023 Stakeholder Perception Review
showed remarkable year on year
improvement. The next Stakeholder
Perception Survey is on hold.

SR-15

By-passing established
administrative (non-
financial) procedures

Chief Financial Officer

On going review undertaken, with updates
to process as well as procedures to
improve accountability and efficiency.
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Risk Code
SR-16

Risk Title

Injury to Operational Field
Officers

Risk Owner

Chief Executive Officer

Risk Status Update

Introduction of revised pre-starts, a WHS
focus at recruitment and

accountability/corrective action, as well as
communication/check-in tools have been
implemented and continuously improved.
Risk is being reviewed/ reclassified.
MYOSH has been implemented to assist
in recording hazards, incidents and risks.

A review of WHS policies will be
undertaken to improve  reporting,
improvements and accountability.

SR-17

COVID-19 Infection

Chief Executive Officer

COVID cases remain in the community
and employees testing positive are
requested to work from home if possible
or for operational employees are
requested to stay at home until they test
negative. Flexible work arrangements
facilitate working from home.

EMRC offers flu shots for all employees to
assist them in dealing with other infectious
diseases.

SR-18

Capex project
objectives/targets not
achieved

Chief Transformation
Officer

Information supporting the APCr works
approval is largely completed, however
the EPA are seeking further clarification
0N some minor points.

Talis will be issuing design plans for the
Monocell in early 2026..

The Harmonisation process of all six
Ministerial Statements that apply to Red
Hill are currently scheduled to
recommence late 2025.

SR-19

Licencing conditions breach

Chief Transformation
Officer

The amended Red Hill licence for the
expanded FOGO area was issued by
DWER on 6 March 2025. All other
aspects of the licence are in hand.

Moving the Red Hill water monitoring to
Part V will form part of forthcoming EPA
Ministerial Statement (6 of) harmonisation
which is scheduled to commence early
2026.

There are no changes to the Hazelmere
licence and there have been no notices of
non-compliance at either the Red Hill or
Hazelmere facilities during -2025, to date.

SR-20

Lack of interest from
Member Councils regarding
Sustainability Programs

Chief Transformation
Officer

This has been captured in the revised
Corporate Business Plan 20235/2026 -
2028/2029, which will flow on to the
EMRC's Strategic Plan 2017-2027 when
it is reviewed in late 2026.
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Risk Code
SR-21

Risk Title

Employment related

litigation

Risk Owner

Chief Executive Officer

Risk Status Update

Audits by LGIS and Internal auditors of
management guidelines and procedures
took place as well as training regarding
employee relations, WHS and site
procedures enforcement. Risk are being
reviewed/reclassified.

SR-22

Sub-surface landfill fires

Chief Operating Officer

There is a formal process in place to
manage the unlikely event that there is a
sub-surface fire. This process also
includes the reporting of the actual
incident, including notification to the
regulator as required under licence
conditions. Re assessed risk rating and
decreased  both likelihood  and
consequence.  Environmental Team
prepares a report, and the incident is
logged in MYOSH for investigation.

SR-23

Methane gas explosion

Chief Operating Officer

All site areas are monitored daily by both
the EMRC site contractor (EDL) and the
EMRC operations team leaders. All
inductions as well as EMRC's site
emergency plan covers the requirements
in the event of an incident.

The EMRC conducts regular drills on
evacuation procedures to ensure all
personnel understand what is required in
the unlikely event of a methane gas
explosion. These Emergency evacuation
drills are current and up to date,
reinforcing preparedness across the site.

SR-24

Light vehicle or pedestrian
interaction ~ with  heavy
equipment

Chief Operating Officer

All external visitors and contractors are
inducted to ensure they are fully informed
of all active operational areas. Suitable
PPE must be worn if required and
individuals are issued with two-way radios
and escorted safely by an EMRC site
employee.

No visitors and contractors are permitted
to enter EMRC sites without prior
induction or escort. Inductions cover off
on all site requirements when it comes to
light vehicles or pedestrian activity.

There are set safety KPI's for all site
managers and leaders of the sites. This is
to ensure that EMRC leaders, auditing the
process to ensure all processes are being
adhered too. These results and
mitigations are documented and reflected
in regular operational and safety
reporting.
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Risk Code Risk Title Risk Owner Risk Status Update

SR-25 Fraudster changing a Chief Financial Officer Ongoing review of processes was
Creditor’s bank account undertaken for such concern areas as the
detalils ongoing threats of phishing, scam emails

and the approval processes for changing
creditors bank account details.

SR-26 No scheduled maintenance | Chief Financial Officer Funding in the 2025/2026 budget has
program for all buildings factored in scheduled maintenance

programs to maintain the condition of
assets to reduce and minimise
unscheduled repairs for all buildings.

SR-27 Intentional activities in Chief Transformation No PID's have been disclosed to the
excess of delegated Officer Officer.
authority (PID Officer)

SR-28 Large numbers of Ibis and | Chief Operating Officer There are internal procedures in place to
Pelicans scavenging on ensure that this is managed in
open tip face accordance with EMRC's requirements.

The Operations team is also supported by
the Environmental team. No changes.
Bird numbers are stable and tip face is
managed by compaction and daily cover.

SR-29 Lack of interest for future | Chief Executive Officer Risk mitigation underway with increased
participation from Member engagement with member councils.
Councils in EMRC Services

STRATEGIC/POLICY IMPLICATIONS
9 Reporting on EMRC Strategic Policy implications align with the Revised 10 Year Strategic Plan 2017 - 2027 and

the Sustainability Strategy 2022/2023 — 2026/2027.

FINANCIAL IMPLICATIONS

10 Nil

SUSTAINABILITY IMPLICATIONS

11 Nil

RISK MANAGEMENT

Risk - The EMRC is required to ensure that all risks are reviewed, monitored and controlled on a regular

basis

Consequence Likelihood Rating
Moderate Unlikely Moderate
Action/Strategy

» Council to note the update on the status of the Council’s risk management objectives.
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MEMBER COUNCIL IMPLICATIONS

Member Council Implication Details

Town of Bassendean S
, Nil direct implications

City of Bayswater

ATTACHMENT(S)

Current Risk Management Profile (D2025/19741)
VOTING REQUIREMENT
Simple Majority

RECOMMENDATION(S)

That Council notes the update on the status of the Council’s risk management profile.

The Acting Chief Executive Officer gave an overview of the report.

ARIC RECOMMENDATION(S)

MOVED CR HAMILTON SECONDED CR SUTHERLAND

That Council notes the update on the status of the Council’s risk management profile.
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Likelihood
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Initial Risk Rating O Revised Risk Rating . Future Risk Rating

Almost Certain

Unlikety

Consequence
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Risk Code Risk Title

SR1 Excessive Employee Benefits leave liability

SR2 Inadequate succession planning

SR3 Ineffective Operational Reporting (timely and relevant)
SR4 Over-use of single-source suppliers

SR5 Legacy issues restricting innovation and performance
SR6 Under/poor performance

SR8 Inadequate leachate control

SR9 Odour, noise, dust and traffic complaints

SR10 WWTE (Pyrolysis) Project underperformance

SR11 Fire in operational sites

SR12 By-passing established Tender or Procurement procedures
SR13 Cyber attack

SR21 Employment related litigation

SR29 Lack of interest in EMRC Services from Member Councils
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Initial Risk Rating O Revised Risk Rating . Future Risk Rating

Likelihood

SR28 4SR28
Almost Certain

SR22 SR7 » SR7

Minor Moderate

Insignificant
Consequence

78



Risk Code Risk Title

SR7 Reduced Grant Funding

SR14 Poor Stakeholder Engagement

SR15 By-passing established administrative (non-financial) procedures
SR16 Injury to Operational Field Officers

SR17 Covid-19 Infection

SR18 Capex project objectives/targets not achieved

SR19 Licencing conditions breach

SR20 Lack of Member Councils participating in Sustainability Programs
SR22 Sub-surface landfill fires

SR23 Methane gas explosion

SR24 Light vehicle or pedestrian interaction with heavy equipment
SR25 Fraudster changing a Creditor's bank account details

SR26 No scheduled maintenance program for all buildings

SR27 Intentional activities in excess of delegated authority (PID Officer)
SR28 Large numbers of Ibis and Pelicans scavenging on open tip face
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13 REPORTS OF DELEGATES

Nil

14 NEW BUSINESS OF AN URGENT NATURE

Nil

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

Nil

16 FUTURE MEETINGS OF THE AUDIT, RISK AND IMPROVEMENT COMMITTEE

Meetings of the Audit, Risk and Improvement Committee are covered under the Audit, Risk and Improvement
Committee Terms of Reference as follows:

) Meetings

51 The Audit, Risk and Improvement Committee will meet as required at the discretion of the
chairperson of the committee and at least three times per year to coincide with:

(@ Approval of strategic and annual plans;
b) The Compliance Audit Return;

(
(c) Approval of the annual budget; and
(d)

The auditor's report on the annual financial report.
5.2 Additional meetings will be convened at the discretion of the Chairperson.”

Future Meetings 2025

Thursday 13 November* (if required) at  EMRC Administration Office
* Starting at 5:00pm

17 DECLARATION OF CLOSURE OF MEETING

The Chairperson declared the meeting closed at 6:31pm.
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