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ATTENTION
These minutes are subject to confirmation

This is a committee which has only made recommendations to Council. No action
should be taken on any recommendation contained in these Minutes. The Council
resolution pertaining to an item will be made at the Ordinary Council Meeting next
following this meeting.
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City of Nedlands

Minutes of a meeting of the Audit and Risk Committee held at the City of
Nedlands in the Council Meeting Room at 71 Stirling Hwy, Nedlands on
Monday 16 November 2015 at 5.30 pm.

Declaration of Opening

The Director Corporate & Strategy declared the meeting open at 5.30 pm and
called for nominations for the role of Presiding Member.

Moved - Cr Hassell
Seconded - Cr McManus

That Cr | S Argyle be appointed Presiding Member.
CARRIED UNANIMOUSLY 3/-
The Presiding Member drew attention to the disclaimer below.

Present and Apologies and Leave Of Absence (Previously Approved)

Committee Councillor I S Argyle (Presiding Member/ Dalkeith
Members Ward)
Councillor W Hassell Deputy Mayor, representing
the Mayor
Councillor L McManus Coastal Districts Ward
Councillor G Hay (from 5.50 pm) Melvista Ward
Staff Mr M Cole Director Corporate & Strategy
Ms V Jayaraman Coordinator Financial Accounting
Internal Auditors Mr A Macri Partner Macri Partners
Mr M Gudka Manager Audit &
Assurance, Macri Partners

Press Nil.
Leave of Absence  His Worship the Mayor R M Hipkins
Apologies Councillor B Hodsdon Hollywood Ward
Mr G Trevaskis Chief Executive Officer
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Disclaimer
Members of the public who attend Council meetings should not act immediately
on anything they hear at the meetings, without first seeking clarification of
Council’'s position. For example by reference to the confirmed Minutes of
Council meeting. Members of the public are also advised to wait for written
advice from the Council prior to taking action on any matter that they may have
before Council.
Any plans or documents in agendas and minutes may be subject to copyright.
The express permission of the copyright owner must be obtained before
copying any copyright material.
1. Public Question Time

There were no public questions received.
2. Addresses by Members of the Public (only for items listed on the

agenda)

There were no addresses by members of the public.

3. Disclosures of Financial Interest

There were no disclosures of financial interests.

4. Disclosures of Interests Affecting Impartiality
There were no disclosures of financial interests.

5. Declarations by Members That They Have Not Given Due
Consideration to Papers

Councillor Hassell advised he had not received the papers prior to the
meeting. More time would be given to read if needed.
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6. Confirmation of Minutes
6.1 Audit and Risk Committee Meeting 3 September 2015

The minutes of the Audit and Risk Committee held 3 September 2015
are to be confirmed.

Moved - Councillor McManus
Seconded — Councillor Argyle

That the Minutes of the Audit and Risk Committee held 3 September
2015 are confirmed.

CARRIED UNANIMOUSLY 3/-
7. Items for Discussion

Note: Regulation 11(da) of the Local Government (Administration)
Regulations 1996 requires written reasons for each decision made at the
meeting that is significantly different from the relevant written
recommendation of a committee or an employee as defined in section
5.70, but not a decision to only note the matter or to return the
recommendation for further consideration.
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7.1 ANNUAL FINANCIAL STATEMENTS FOR YEAR ENDED
30 JUNE 2015

The Annual Financial Report for the year ended 30 June 2015, including the
Audit Representation Letter, is presented to the Audit & Risk Committee for its
review. The Committee is requested to recommend to Council that it be
received, and be included as part of the City’s Annual Report for discussion at
the Annual Electors’ Meeting.

Councillor Hay joined the meeting at 5.50 pm.

Regulation 11(da) — Not Applicable - Recommendation Adopted.

Moved — Councillor Hassell
Seconded — Councillor McManus

Committee Recommendation
Council accepts the Financial Report for the City of Nedlands for the year

ended 30 June 2015 comprising the Financial Report and the Auditor’s
Report.

Amendment

Moved — Councillor Hassell

Seconded — Councillor McManus

Additional advice notes be added as follows:

1. The Committee requested follow up of purchase orders issued after
invoices are received;

2. The Committee asked whether CEO credit card would be
vetted/authorised by the Mayor; and

3. The Committee asked Macri Partners to look at fuel cards as part of
the next audit.

The Motion was PUT and was CARRIED 4/- and became the Substantive
Motion

The Substantive Motion was PUT and was CARRIED UNANIMOUSLY 4/-
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Committee Recommendation

Council accepts the Financial Report for the City of Nedlands for the year
ended 30 June 2015 comprising the Financial Report and the Auditor’s
Report.

The Auditors were thanked for attending and left the meeting.

Strategic Plan
KFA: Governance and Civic Leadership

The report enables Council to assess the financial performance of the City and
compliance with the relevant statutory obligations.

Background

Section 5.53 of the Local Government Act 1995 requires a Local Government
to prepare an Annual Report for each financial year. The Annual Report is to
contain a report from the Mayor, a report from the Chief Executive Officer, the
Financial Report for the Financial Year, the Auditor's Report for the Financial
Year, a number of other matters in relation to principal activities and such other
information as may be prescribed.

Once received Council is then required by Section 5.27 of the Local
Government Act 1995 to hold a General Meeting of Electors once every
financial year to discuss the contents of the Annual Report for the previous
financial year and any other general business.

Proposal Detail

Attached is the Financial Report for the year ended 30 June 2015 including the
Independent Auditor’'s Report.

The Financial Report comprising the Annual Financial Statements for the year
ended 30 June 2015 was completed and submitted to Council’s Auditor Macri
Partners who completed their audit in October 2015.

Consultation

Required by legislation: Yes [ ] No [X]
Required by City of Nedlands policy: Yes [ ] No [X]
Legislation

Sections 5.27, 5.29, 5.53, 5.54 and 6.4 of the Local Government Act 1995
respectively deal with the requirement for a General Meeting of Electors each
financial year and the requirement for an Annual Financial Report.
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Budget/Financial implications
Financial Performance

The City completed the Financial Year 2015 with an operating surplus or Net
Result in Statement of Comprehensive Income of $2,260,330 compared with a
surplus of $1,817,600 in the adopted 2014/15 Budget. The Comprehensive
Statement includes all operating revenues and expenses, both cash and non-
cash and grants & contributions. In terms of setting its rates Council does not
budget to raise rates to recover the non-cash costs of depreciation but does
budget to generate sufficient operating revenue to fund its capital works
program.

Key factors contributing to the variances by Nature or Type between actual and
adopted budget are provided in this report.

The significant reasons for the variances are:
Operating Revenue

1. The operating revenue for the year were $31,081,473 compared to the
Budget of $29,945,600, this is an overall increase of $1,135,876 (3.8%).

2. Rates levied were $181,300 (0.89%) less than what was anticipated at
the time of Budget adoption. The decrease was partly due to interim
rates which accounted for $53,377 less with the vacant residential rates
responsible for the balance.

3. Operating Grants & Contributions received is $469,090 (24.2%) more
compared to the Budget. This is mainly because the 2015/16 Financial
Assistance Grants of $394,492 were paid in advance, $238,051 General
Purpose and $156,441 for Roads.

4. Fees and Charges raised were better than budget by $316,564 (5.0%),
with sanitation, child care, and cultural activities as well as the hire of
recreational facilities as the major contributors to the increased fees.

5. The City earned $46,814 (6.3%) more than budgeted from the
investment of funds surplus to its immediate requirements. Although
wholesale interest rates have declined during 2014/15, the principal
amount available for investing is much more than the previous financial
year.

6. Other Revenue was more than Budget by $485,235 (372.1%). This was
largely due to 3 items, namely, share of interest in Local Government
House Trust $135,676, Hollywood Bowling Club Parking of $95,000 and
WESROC Project of $196,800.
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Operating Expenses

1. The operating expenses for the year were $29,622,365 compared to the
Budget of $29,298,200, this is an overall increase of $324,166 (1.1%).

2. Employee costs were up by $177,533 (1.5 %) compared to the Budget.
This is partly due to the increase in salaries paid.

2. Materials and Contracts costs were down by $1,418,069 (14.2%)
compared to the Budget. This is due to the deferment of some operating
projects due to factors outside the City’s control and savings due to
constant monitoring of expenses by EMT.

3. Utility charges were up by $108,816 or 15.3% due to a higher than
expected increase in charges.

4. Insurance expenses were up marginally by $5,579 (1.5%) which can be
mainly attributed to work cover premiums.

5. Other Expenditure was up by $135,939 (18.2%). This was due to
WESROC expenditure of $97,000, donations and contributions to
community development of $33,000 and uncollectible infringements of
about $8,000.

Capital Works

During the financial year the City spent $7.09 million in carrying out its capital
works program. The major share of the funds, $4.64 million, was utilised in
improving infrastructure assets — roads, footpaths, drainage, parks and gardens
— with another $2.44 million used for upgrading and renovating the City’s
buildings and purchase of plant and equipment.

The original capital budget for the year was $10.14 million. During the mid-year
Budget Review this was amended to $10.96 million. However, a number of
projects were not completed during the year and are carried forward to 2015/16.
Some of these have been re-budgeted in the 2015/16 budget adopted in June
2015; the funds carried over for those that have not been re-budgeted include:

Footpath Rehabilitation:
Stirling Hwy $ 73,700

Road Rehabilitation:
Hardy Rd $ 437,600

Grant Funded Project:

Princess Rd $ 8,400
INTXN-Stirling/Broadway $ 108,000
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Off Street Parking
Odern Crescent (Swanbourne Bridge Club) $ 227,600

Building:

Hackett Playcentre $ 21,300
Maisonettes $ 10,000
Mt Claremont Changeroom $ 15,000

Parks & Reserves:

Lawler Park $ 76,000
Melvista Reserve $ 77,000
Swanbourne Beach Reserve $ 138,300
River Foreshore Maintenance $ 8,500
River Wall Restoration $ 33,500
Bore Installation MTC b/Water Monitoring $ 60,000
City Wide $ 9,700
Greenway Development:

Point Resolution $ 67,000
IT Capital Project:

Software $ 80,000
Mobility $ 32,300
Total $ 1,483,900

Of the total funds expended on capital works, $626,000 were from grants and
contributions. The balance was made up of operating surplus, sale of plant, and
proceeds of loans of $1,058,000.

The values of capital works completed in each of the past five years is shown

in the following chart. It is to be noted that the high value of capital works in
2011/12 was due to the renovation of John Leckie Pavilion that year.
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Capital Works
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Revaluation of Infrastructure Assets

The Local Government (Financial Management) Regulations 1996 require all
physical assets to be valued on a fair value basis with full implementation by 30
June 2015. The City had valued its Land and Buildings assets in prior year and
therefore, towards the end of 2014/15 financial year, the City appointed APV,
independent professional Valuers, to determine the fair value of the City’s
Infrastructure Assets. The impact of the revaluation is the recognition in Other
Comprehensive Income of a notional gain of $50,005,378, and a corresponding
increase in the Asset Revaluation Reserves, resulting in a Total
Comprehensive Income of $52,265,708.

It is to be noted that the revaluation does not have any impact on the cash
position of the City.

Cash and Cash Equivalents

The cash and cash equivalent balance at 30 June 2015 was $12,843,046
compared to $9,513,653, an increase of $3,329,393. Reserves included in this
balance amounted to $4,768,439 or 37% of the total.

Receivables

The increase in Receivables amount in 2015 of $392,308 more than the
previous year was mainly due to prepayments of insurance and valuations.

One of the risk factors evaluated in the Notes to the Accounts (Note 4) is
receivables — the risk that the debts may not be collected by the City. Credit risk
on rates and annual charges is minimal as they are charges on the associated
properties, and the City has the ability to recover these debts from the sale of
the properties if necessary. An increase in the provision for doubtful debts and
some credit management strategy have improved this situation as compared to
previous yeatr.
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Payables

The increase in payables of $334,805 was largely due to a higher amount of
supplier payment at the year end.

Borrowings

During 2015, the City borrowed $1,630,000 and utilised $1,057,988 in the
Capex with the balance of $572,012 sitting as Restricted Cash in Reserves. At
30 June 2015, the City had total borrowings of $5,856,699 after principal
repayment of $563,160 compare to 2014 total borrowings of $4,789,859.

Provisions

The provision showed a small decrease of $66,093 compared to a substantial
increase of $401,596 for the corresponding 12 months in 2014. Factors
affecting this include the buying out of annual leave, methods of leave
calculation and the monitoring of excessive leave balance of employees.

Financial Performance Indicators

The Financial Ratios in Note 18 to the accounts give an overview of the financial
performance of the City in 2014/15 compared with the previous two years. All
the ratios indicate the City is above the recommended standard benchmark set
by the Department of Local Government.

FINANCIAL RATIOS 2015 2014 2013

Formula
Current Ratio 2.01 1.51

. (Standard >=1)
current  assets  minus

restricted assets
current liabilities minus
liabilities associated with
restricted assets

The ability of the City to meet its short- term
financial obligations out of unrestricted
current assets

1.52

Asset Sustainability Ratio 092 1.17 1.33
capital renewal and (Standard>=0.9)

An approximation of the extent to which the replacement expenditure

assets managed by the City are being d iati

replaced as these reach the end of their epreciation expenses

useful lives

Debt Service Cover Ratio 10.75 4.44 3.59
annual operating surplus (Standard >=2)

The measurement of the City's ability to zefore_ _Interest and

. epreciation

produce enough cash to cover its debt

payments principal and interest

Operating Surplus Ratio 0.06 0.05 0.01
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(Standard
operating revenue minus >=0.01)
The % of City's total own source revenue operating expenses r
available to help fund proposed capital :):/rénuzource operating
expenditure, transfer to cash reserves or to
reduce debt
Own Source Revenue Coverage Ratio 0.98 0.99 0.94
own source operating
revenue (Standard>=0.4)

The City's ability to cover its costs through
its own taxing and revenue efforts operating expenses

Audit Report

The City’s Auditor, Macri Partners, have completed the audit of the Annual
Financial Statements in line with current Australian Standards and have stated
that they will give an Unqualified Opinion following the meeting with the Audit
and Risk Committee.

Risk Management

Not applicable.

Conclusion

That the Committee recommends to Council the acceptance of the Financial
Report for the City of Nedlands for the year ended 30 June 2015 comprising
the Financial Report and the Auditor’'s Report.

Attachments

1. Annual Financial Report for the year ended 30 June 2015; and
2. Audit Completion Report by Macri Partners

CEO-010464 12









































































































































































































In the context of the City of Nedlands, we consider that
amounts of a value less than $30,000 should be considered
trivial. This represents 5% of materiality.

» A number of disclosure adjustments to the financial statements
have been discussed and amended during the course of our
audit.

» All financial adjustments that have been raised through our
audit work have been adjusted in the financial report meaning
there are no unadjusted misstatements to report.

Significant Weaknesses in » No significant weaknesses in internal control were identified.
Internal Controls Refer to our Interim Audit Management Letter.
Disagreements with management ¥ There have been no significant disagreements with
management during the course of the audit.
Serious Difficulties Encountered » There were no serious difficulties encountered in dealing with
in Dealing with Management management when performing the audit.
when Performing the Audit such
as:
e Significant delays in
management providing
required information
e An unnecessarily brief time
within which to complete the
audit
e Extensive unexpected effort
required to obtain sufficient
appropriate audit evidence
e The unavailability of expected
information
e Restrictions imposed on the
auditor by management
Fraud and lllegal Acts » We are not aware of any matters that require communication.

»  We would request that the Audit Committee members raise
with us any areas of risk not addressed in our communications
and that they inform us of their knowledge of any actual or
suspected fraud.

Compliance with laws and » In performing our audit procedures, we have not become

regulations aware of any non-compliance with applicable laws or
regulations that would have an impact on the determination of
material amounts and disclosures in the financial report.

» We have also received representations from management

confirming that the Council is in compliance with all laws and
regulations that impact the Council.
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Books and records and conduct of
the audit

We have been presented with all the necessary books and
explanations requested of management to support the
amounts and disclosures contained in the financial statements
in a timely and efficient manner.

Other Information in Documents » Ourfinancial statement audit opinion relates only to the

Containing Audited Financial financial statements and accompanying notes.

Statements
However, we also review other information in the Annual
Report, such as Management's Discussion and Analysis, for
consistency with the audited financial statements. Once the
annual report is prepared and provided to us, we will review
the Annual Report for consistency between the audited
financial statements and other sections of that document.

Related Party Transactions % None of which we are aware.

Major Issues Discussed with » None.

Management in Connection with

Initial or Recurring Retention

Going concern > As part of our audit, we have assessed and agreed with the
conclusions reached by the management concerning the
application of the going concern concept.

Independence » We confirm that, as the date of this report, we are independent
having regard to Macri Partners’ policies, professional rules
and relevant statutory requirements regarding auditor
independence.

» During the year ended 30 June 2015, Macri Partners has not

provided any non-audit services to the City of Nedlands.

7. Disclaimer

This report has been prepared for the Audit Committee and management of the City of Nedlands only.
It 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 City of Nedlands.
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7.2 APPOINTMENT OF COMMUNITY MEMBERS

The purpose of this report is to consider nominations for appointment of
community members to the Audit and Risk Committee.

Regulation 11(da) —-Recommendation Adopted with the addition of an
extra community member.

Moved — Councillor McManus
Seconded — Councillor Hassell

Committee Recommendation
Council appoints Mr Ken Eastwood and Mr Rajah Senathirajah as

community members of the Audit and Risk Committee.

Amendment
Moved — Councillor McManus
Seconded — Councillor Hassell

1. That the recommendation to Council include the appointment of an
additional community member, Mr Paul Setchell; and

2. The Director Corporate & Strategy to arrange a meeting with the

Presiding Member and Mr Paul Setchell prior to Council
considering this matter.

The Motion was PUT and was CARRIED 4/- and became the Substantive
Motion

The Substantive Motion was PUT and CARRIED UNANIMOUSLY 4/-

Committee Recommendation / Recommendation to Council

Council appoints Mr Ken Eastwood, Mr Rajah Senathirajah and Mr Paul
Setchell as community members of the Audit and Risk Committee.
Strategic Plan

KFA: Governance

The Audit and Risk Committee is a legislative requirement and the Terms of

Reference have been prepared to ensure compliance with statutory
requirements and guidelines.
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Background

At the Special Council meeting of 27 October 2015, Council resolved to appoint
up to two community members of the Audit and Risk Committee. An
advertisement calling for nominations to the Committee was advertised in the
local press.

Consultation

The Audit and Risk Committee is being consulted prior to formal consideration
by Council.

Legislative Requirement

Local Government Act 1995 sets out the requirements for the establishment of
the Audit Committee and provides for community members.

Budget Implications

Not Applicable.

Discussion

In response to an advertisement in the local press, Administration received
three expressions of interest from residents and one from a non-resident. A
requirement under the current terms of reference is for the nominees to be
residents of the City of Nedlands, therefore only the three nominations from
residents have been put forward for consideration of the Committee.

The following nominations from residents are presented for consideration:

e Mr Ken Eastwood;
¢ Mr Rajah Senathirajah; and
e Mr Paul Setchell

Copies of their CVs have been provided to Committee Members under
confidential cover.

Conclusion

The current terms of reference allow up to two community members of the Audit
and Risk Committee. Mr Eastwood and Mr Senathirajah are well qualified for
this position and their appointment to the Committee is recommended.

Attachments

1. Confidential — CV’s of Ken Eastwood; Mr Rajah Senathiraja and Mr Paul
Setchell.
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8. Date of Next Meeting
The Date of the next meeting of this Committee is to be advised.
9. Declaration of Closure

There being no further business, the Presiding Member declared the
meeting closed at 6.33 pm.
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