Shire of

Wyalkatchem

Audit and Risk Committee
Thursday 4 September 2025

Notice of Meeting
MEETING OF SHIRE OF WYALKATCHEM AUDIT AND RISK COMMITTEE

A meeting of the Shire of Wyalkatchem Audit and Risk Committee will be held
at 2pm Thursday 4 September 2025.

The Committee will receive papers related to the interim audit for the year
ended 30 June 2025 and consider the matter of independent members of the
Committee.

Members of the public are welcome.

An agenda will be issued shortly and will be available from the Shire of
Wyalkatchem website.

IAN MCCABE
Acting Chief Executive Officer
26 August 2025
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8 CONFIRMATION AND RECEIPT OF MINUTES
8.1 AUDIT AND RISK COMMITTEE 27 February 2025

Date of report:

28 August 2025

Reporting Officer:

lan McCabe Acting CEO

Disclosure of interest:

No interest to disclose

File Reference:

12.2.3

Attachment:

1. Minutes Audit and Risk Committee 27 February
2025.

OFFICER RECOMMENDATION
Moved:
That the Committee:

Seconded:

Confirm the minutes of the meeting of the Audit and Risk Committee of 27 February
2025 as a true and accurate record.







ARC Agenda 27 February 2025

(iii}  has accepted should be taken following receipt of o report of o review
conducted under requlotion 17(1}; ond
fiv]  has accepted should be taken following receipt of a report of u review

conducted under the Local Gavernment (Financiol Management}
Regulatians 1996 regulation 5(2)(c};

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

Preface

When the Chief Executive Officer approved these Minutes for distribution they are in essence
“Uneonfirmed” until the following Audit and Risk Management Meeting where the minutes are
to be confirmed subject to any amendments,

The “Confirmed” Minutes are then signed off by the Presiding Member,

Unconfirmed Minutes

This Agenda was approved for distribution on 13 March 2025.

Sabine Taylor
Chief Executive Officer
Shire of Wyalkatchem
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1. DECLARAT!ON OF OPENING
Cr Petchell declared the meeting open at 3:44pm.
2. PUBLIC QUESTION TIME

Public question time opened at 3:44pm
There were no questions from the public.
Public question time closed at 3:44pm

3. ATTENDANCE /APCLOGIES/LEAVE OF ABSENCE

Cr. Christy Petchell Chair
Cr. Justin Begley Deputy Chair
Cr. Owen Garner Shire President

Cr. Tracy Dickson
Cr. Christopher Loton
Cr. Rod Lawson-Kerr

3.1. Apologies
Cr. Mischa Stratford

4. DECLARATIONS OF INTEREST
Nil
5. ANNOUCEMENT BY THE PRESIDING PERSON WITHOUT DISCUSSIONS

Nil



ARC Agenda 27 February 2025

6. MATTERS REQUIRING A COMMITTEE DECISION

6.1. CORPORATE SERVICES REPORTS
Nil

6.2. RISK MANAGEMENT

6.2.1. COMPLIANCE AUDIT RETURN 2024

Applicant:  Shire of Wyalkatchem
Location:  Shire of Wyalkatchem
Date: 20 February 2025
Reporting Officer:  Claire Trenorden, Manager of Corporate Services
Disclosure of interest:  No interests to disclose
File Number: 12.19.01
Attachment Reference: Attachment 6.2.1.1 — 2024 Compliance Audit Return (CAR)
Attachment 6.2.1.2 - 2024 CAR Action Plan

BACKGROUND

Western Australian local governments are required to complete an annual Compliance Audit
Return {CAR) in accordance with the provisions of the Local Government {Audit) Requlations
1996. The CAR must be submitted to the Department of Local Gavernment, Sport and Cultural
Industries {Department;).

The period examined by this audit is 1 January to 31 December 2024,

The completed return is required to be:
e Reviewed by the Audit Risk Management Committee
s Considered and adopted by Council
e Certified by the President and CEO following Council adoption
¢ Submitted together with a copy of the Council Minutes to the Department.

The report assists the Shire of Wyalkatchem to monitor legislative compliance by examining
a range of prescribed requirements under Regulation 13.

STATUTORY ENVIRONMENT
Local Government {Audit) Regulations 1996 section 14 - Compliance Audits by Local
Governments.

POLICY IMPLICATIONS
There are no direct policy implications in relation to this item.

FEINANCIAL IMPLICATIONS
There are no direct financial implications in relation to this item.

COMMUNITY & STRATEGIC OBJECTIVES
This matter promotes the following Strategic Community Plan goal.
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9 REPORTS

The Voting Requirement of all Committee items is simple majority.

9.1 TERMS OF REFERENCE

Date of report: 28 August 2025

Reporting Officer: lan McCabe Acting CEO

Disclosure of interest: No interest to disclose

File Reference: 12.2.3

Attachment: 1. Terms of Reference 2019
SUMMARY

The Terms of Reference require updating. This report is to recognise that and affirm
compliance with relevant legislation.

BACKGROUND

The Terms of Reference is Council’s guidance to the Committee. The document
makes reference to relevant legislation, lists responsibilities and addresses meeting
arrangements. The Terms of Reference require updating to correct legislative and
Strategic Community Plan references, as well as anticipate changes under local
government reform.

COMMENT

The Terms of Reference incorrectly refer to the Local Government (Auditing) Act
2017, when amendments are now included in the Local Government Act 1995.
These and other typographical or incorrect legislative clauses require amendment.

In addition, the Local Government Amendment Act 2024 anticipates further change
to audit and this committee, with the installation of independent chairs. It would be
prudent for Council to consider the issue of independent members and review the
current Terms of Reference.

The current Terms of Reference also makes reference to a Strategic Community
Plan Objective which has been re-drafted and amended in updated plans.

The Officer's Recommendation has been prepared to acknowledge legislative
obligation by the Committee, recognise change in regulation and request Council to
review the Terms of Reference and do other things to assist the Committee.



STATUTORY ENVIRONMENT

Local Government Act 1995; Local Government Amendment Act 2024; Local
Government (Audit) Regulations 1996.

POLICY IMPLICATIONS

The Register of Policies makes many references to the Audit and Risk Committee
and the conduct of local government meetings, including this Committee meeting.

FINANCIAL IMPLICATIONS

There are no direct financial implications to this item.

RISK IMPLICATIONS

There are no direct risk implications to this item. This decision will ensure all
stakeholders are aware of the legislative standing of this committee. Council will be
advised by this decision to ensure future compliance.

STRATEGIC AND COMMUNITY IMPLICATIONS

This decision will correctly align the Terms of Reference with the Strategic
Community Plan.

OFFICER RECOMMENDATION
Moved: Seconded:
That the Committee:

1. Request that Council and the Chief Executive Officer review the Terms of
Reference for the Audit and Risk Committee, updating legislative and
Community Plan references.

2. That Council with the support of the CEO consider expressions of interest
from prospective independent members of this committee and their
engagement conditions.

3. Affirms compliance with the Local Government Act 1995 and the Local
Government (Audit) Regulations 1996, and other legislation as may be
relevant to its deliberations.





















9.2 INTERIM AUDIT

Date of report: 28 August 2025
Reporting Officer: lan McCabe Acting CEO
Disclosure of interest: No interest to disclose
File Reference: 12.2.3

Attachment: 1. External Audit Plan

2. Letter dated 7 July 2025, providing Interim
Audit Results for the year ended 30 June
2025 (as an 11-page Attachment)

SUMMARY

The Financial Audit is completed in two phases: planning and control evaluation
(Interim Audit Phase); and Substantive Testing and Completion (Final Audit Phase).
This report refers to the Interim Audit Results for the year ended 30 June 2025.

BACKGROUND

The Office of the Auditor General (OAG) is responsible for the conduct of the
financial audit and has contracted Macri Partners to provide independent audit of the
financial report to enable the OAG to express an opinion to Council on that report.

COMMENT

The Auditor has completed the interim audit. The Auditor noted ten (10) items of
moderate risk as management control issues. The Auditor states in the Index of
Findings at page 1 of the Attachment that none of these findings has a potential
impact on the audit opinion.

The then Chief Executive Officer and the Corporate Services Manager made
‘Management Comment’ on each of these items.

STATUTORY ENVIRONMENT

Local Government Act 1995; Local Government (Audit) Regulations 1996.
POLICY IMPLICATIONS

There is no direct policy implication to this item.

FINANCIAL IMPLICATIONS

There are no direct financial implications to this item. However, internal control is an
important element of financial management and ensuring confidence in reporting and
budgeting.

RISK IMPLICATIONS

The Auditor is raising matters of internal control. Risk associated with internal control
is mitigated by a systemic (whole of business) approach.



STRATEGIC AND COMMUNITY IMPLICATIONS

There is no direct implication for strategy or community in this item.

OFFICER RECOMMENDATION
Moved: Seconded:
That the Committee:

1. Receive the Interim Audit Results for the year ended 30 June 2025.
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1. Purpose of the Audit

The purpose of this audit plan is to summarise our external audit approach in relation to the statutory
audit of the Shire of Wyalkatchem for the financial year ending 30 June 2025,

QOur Audit Plan has been prepared to inform the management and the Audit Committee of Shire of
Wyalkatchem about our responsibilities as external auditors and how we plan to discharge them.

The plan focuses on:

» Documenting our audit approach, including:
- audit process;
- approach to auditing key financial statement risk issues; and
- completion;

¢ Presenting our audit engagement team);

o Highlighting relevant independence and governance matters;

» Providing a preliminary assessment of timing;

Our audit approach is focused on assessing and responding to the risk of misstatement in the financial
report.

We are committed to audit quality and the requirements of independence based on Office of the Auditor
General's, Macri Partners’ and the accounting profession's strict rules and policies. We have made our
initial assessment of potential threats o independence and have adopted appropriately robust
safeguards to address those risks and protect independence.

2. Scope of the Audit

We have been confracted by the Office of the Auditor General to conduct an independent audit of the
financial report in order to enable the Auditor General to express an opinion on the financial report to
the Council of the Shire of Wyalkatchem,

QOur audit will be conducted in accordance with Australian Auditing Standards with the objective of
reducing the level of material misstatement in the financial report to an acceptably low level. These
standards have been fully updated and revised to improve their clarity and in some cases this is
accompanied by additional audit requirements. We are required to comply with them for the audit of the
2024/25 financial report,

We plan and perform our audit to be able to provide reasonable assurance that the financial report is

free from material misstatement and give a true and fair view. We use professional judgement to assess
what is material. This includes consideration of the amount and nature of transactions.

Page 1



3. Financial Reporting Responsibilities

accordance wrth the

“*Local Government ..

:1995 (the Act) and, to '

. the extent that they areﬁ_'
" not inconsistent with -

" the'Act, Australian

S -_._Accountlng Standards

e Plan and perform the '
" audit to obtain
~ reasonable assurance :
. (not absolute: .
- assurance) as to
.+ ‘whether the accounts :
.. are free of materlaE

~ ' misstatements,
. 'whether caused by

S error or fraud

. 3'-.:'_-_'__Ma|n_ta_m audit
o _indepen_denc_e'

Audlt Commattee

Create a culture of
honesty and ethlcal
behaviour; set the,
proper tone and
emphasme fraud
preventlon

Oversee

management
including ensuring that
management
establishes and
maintains internal
control to provide
reasonable assurance
regarding integrity and
reliability of financial
reporting

Oversee management
activities which ensure
appropriate risk
management and
controls are in place
for monitoring risk and
compliance with
policies, procedures
and laws

Review the Council’s
performance

Liaise with the
external auditors to
facilitate external audit

Review annual
financial report and
recommend approval
to the Council
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4. Audit Approach

Our objective is to provide an independent auditor's opinion on the financial report of the Shire of
Whyalkatchem for the year ending 30 June 2025. Our audit methedology is split into two stages and is
applied uniquely to Shire of Wyalkafchem’s circumstances. It involves the following activities.

« Perform risk assessment procedures & ldentlfy rusks
Determme audlt strategy S :
'-Determme pl idit apr

Plan n_zn_g

+ External
audit plan

/

STAGE 1

Ny

'téhd accounting and reporting activities -
te and test selected controls over key finan

he. mternal audit function
progress on critical accountmg matter

Financial
reporting
controls

Interim Audit
Management
letter

¢ Plan and perform substantive procedures

_ Substantwe . Conclude on critical accountmg matters -

cotesting o
~ (Final Audit

Summary of
audit
differences

STAGE 2

rm'comp!etlon procedures & overall eva[uatlo
_ anagement representations
atters of governance interest
r audit opinion

Audit opinicn
Management
letter (if
applicable)

Qur audit procedures will focus on those areas of the Shire of Wyalkatchem’s activities that are
considered to represent the key audit risks identified in our pfanning memorandum and through

discussions with management and the Audit Committee during the course of our audit.
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Internal Control Environment

in accordance with the Australian Auditing standards, we will perform a review of the design and
operating effectiveness of the Council’s significant financial recording and reporting processes. Gur
audit will be designed to obtain a degree of audit comfort from independent testing of management’s
internal controls. This approach of understanding and evaluating controls is risk-based and structured
on a foundation of the Council having a strong control environment.

Our audit approach will also be based on understanding and evaluating your internal control
environment and where appropriate validating these controls, if we wished to place reliance on them.
This work will be supplemented with substantive audit procedures, which include detailed testing of
transactions and balances and suitable analytical procedures.

A Report on Control Findings for the 2024/2025 financial year will be provided to management after the
interim audit, outlining our findings, significant deficiencies and our recommendations on where
improvements can be made. We will be revisiting this report on audit control findings to check if
management’s responses have been implemented during the year as agreed.

Key Financial Statement Processes

The following areas will be covered for risk assessment during the interim audit:

s Treasury management cycle - Bank reconciliations and investment of surplus funds

¢ Procurement and Payments cycle — Purchases, Payments and Creditors Management

s Revenue cycle — Rates and ESL, Other revenue {fees and charges, etc.} and Debtors
Management

+ Payroll cycle

e Property, Plant, Equipment and Infrastructure

¢ Fraud risk assessment - Journals

e General IT Controls assessment

Compliance Matters

An examination of some compliance matters {including registers, minutes and other legislative matters)
under:

e Part 6 of the Local Government Act 1995 (as amended);
¢ the Local Government (Financial Management) Regulations 1996 (as amended); or
o agpplicable financial controls of any other written law

will be carried out and any non-compliance matters identified will be reported in our Interim Audit
Management letter for management information. Significant non-compliance matters are also required
to be reported in our Independent Auditor's Report.

Audit Requirements Schedules

To assist the Council in gathering and collating the necessary information for our interim audit visit, we
have already forwarded an Audit Requirements Schedule. As the requested information will form the
basis of eur audit working papers, some of the information will be required to be made available to us
prior to the commencement of our audit visits, This will assist us in delivering an efficient audit and
minimising interruptions to the Council’s staff.
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Quotation Evaluation
and Forms and
Quotations

Investment of surplus
funds

Review of reconciliations

Disaster Management
Plan

Long outstanding
receivable

Outdated policies

Purchase orders dated
after invoice dates.

Additional risks may emerge over the course of the audit. These factors will be considered in our

reporting to the Shire of Wyalkatchem and the design of our audit procedures.
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6. Impact of Fraud on the Financial Report

In accordance with Auditing Standard ASA 240 “The Auditor’s responsibility to consider fraud
in an Audit of a Financial Report”, we will undertake specific procedures and report findings to
the Council in respect of financial reporting fraud. The following diagram highlights the phases
of our work on fraud.

s Meetings with management

. Discuss fraud ¢ Understand systems and controls

e Known frauds

Preliminary fraud risk assessment
- Pressure to meet financial targets

-  Employee pressures

- Management oversight

- Internal control framework
- Nature of industry

- Structure

- Aftitudes / culture

o Increased risk increases the level of
T R SR S SR procedures;
Tailor audit .

Jator. audl o Review and test the fraud risk assessment
sresponse:

process and systems and confrols to
prevent, detect and deter frauduient activity;

¢ |dentify and select specific journal entries
for detailed substantiation and review vear-
end journals for appropriate evidence and
basis; and

« Review significant accounting estimates for
management bias.

The Fraud and Error Assessment Form, which will be forwarded to management shortly is required o
be completed by management and Audit Committee of Shire of Wyalkatchem prior to our final audit
visit. The form allows us to make enquiries of management and the Audit Committee, to obtain their
understanding on the risk of fraud within their Council and to determine whether management have
knowledge of fraud that has been perpetrated on or within the Council.
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9. Management Representation Letter

The above audit procedures assume that management expects to be in a position to sign a
management representation letter. The proposed letter for this purpose is attached for your reference.
This letter should be reviewed and tailored to meet your local government's particular circumstances,
and be signed and dated by the CEO and Manager Corporate Services as close as practicable to the
date of the propesed auditor’s report. Ordinarily, this would be no longer than five working days prior
to the issue of the auditor's report.

We will also be relying on the signed Statement by CEOQ in the annual financial report as evidence
that they confirm:

+ they have fulfilled their responsibility for the preparation of the annual financial report in
accordance with the Local Government Act 1995, Local Government (Financial Management)
Regulations 1996 and Australian Accounting Standards

+ they have provided us with all relevant information necessary or requested for the purpose of the
audit

+ all transactions have been recorded and are reflected in the annual financial report.

10. Independence

Independence and Objectivity Confirmation

Professional standards require auditors to communicate to those charged with governance, at least
annually, all relationships that may bear on the firm's independence and the objectivity of the Audit
Engagement Partner and audit staff. The standards also place requirements on auditors in relation to
integrity, objectivity and independence.

The standards define ‘those charged with governance’ as ‘those persons entrusted with the supervision,
control and direction of an entity’. In your case, this is the Council.

Confirmation Statement
We confirm that in our professional judgement, Macri Partners is independent within the meaning of

regulatory and professional requirements and the abjectivity of the Audit Engagement Partner and audit
staff is nof impaired.

11. Environmental, Social and Governance (ESG)
Disclosures in financial statements

The Shire should refrain from disclosing ESG matters or climate-related risks in financial statements
as there is currently no established reporting and auditing frameworks for us to audit such matters
against.
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12. Disclaimer

This audit plan has been prepared for the Audit Committee and management of the Shire of
Whyalkatchem only. 1t should not be quoted or referred to, in whole or in part, without our prior written
consent. No warranty is given to, and no liability will be accepted from, any party other than the Shire

of Wyalkatchem,
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ATTACHMENT

SHIRE OF WYALKATCHEM
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2025
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

Potenta
Index of findings on audit Rating year
o finding
opinion
Significant | Moderate | Minor
1. Daily Takings Reconciliations No v v
2. Investment of surplus funds No v v
3. Quotation Evaluation Forms
v v
and Quotations No
4. Purchase orders dated after No v v
invoice dates
5. Long outstanding receivables No v
6. Qutdated policies No v v
7. Disaster Management Plan No v v
8. Credit notes No v
9. Superannuation Guarantee No v
(SG) Contributions
10.Tender register No v

Key to ratings

The Ratings in this management letter are based on the audit team’s assessment of risks and
concerns with respect to the probability and/or consequence of adverse outcomes if action is
not taken. We give consideration to these potential adverse outcomes in the context of both
guantitative impact (for example financial loss) and qualitative impact (for example inefficiency,
non-compliance, poor service to the public or loss of public confidence).

Significant -~ Those findings where there is potentially a significant risk to the entity
should the finding not be addressed by the entity promptly. A significant
rating could indicate the need for a modified audit opinion in the current
year, or in a subsequent reporting period if not addressed. However, even
if the issue is not likely to impact the audit report, it should be addressed
promptly.

Moderate - Those findings which are of sufficient concern to warrant action being
taken by the entity as soon as practicable.

Minor

Those findings that are not of primary concern but still warrant action being
taken.
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10 NEXT MEETING

The date of the next meeting is to be advised, pending completion of the Annual
report.

11 CLOSURE
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