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Agenda 

 
Audit and Risk Committee 

Meeting 

 

11 October 2012 
 

 
 
 
 
 
ATTENTION 
 
This Agenda has yet to be dealt with by the Committee. 
 
The Administration Recommendations, shown at the beginning of each item, have 
yet to be considered by the Committee and are not to be interpreted as being the 
position of either the Committee or Council. 
 
The Minutes of the meeting held to discuss this Agenda should be read to ascertain 
the decision of the Committee. 
 
Before acting on any recommendation of the Committee a check must also be made 
in the Ordinary Council Minutes following the Committee Meeting to ensure that 
Council did not make a decision at variance to the Committee Recommendation. 
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City of Nedlands 
 

Notice of a meeting of the Audit and Risk Committee to be held in the 
Council Chamber at 71 Stirling Hwy, Nedlands on Thursday 11 October 
2012 at 6.00 pm. 
 

 
Dear Committee member 
 
The next meeting of the Audit and Risk Committee will be held on Thursday 
11 October 2012 in the Council Chambers at 71 Stirling Highway, Nedlands 
commencing at 6 pm.. 
 
 
 
 
Michael Cole 
Acting Chief Executive Officer 
4 October 2012 
 
 

Council Committee Agenda 
 

Declaration of Opening 
 
The Presiding Member will declare the meeting open at 6.00 pm and will draw 
attention to the disclaimer below. 
 
(NOTE: Council at its meeting on 24 August 2004 resolved that should the meeting 
time reach 11.00 p.m. the meeting is to consider an adjournment motion to 
reconvene the next day). 

 
Present and Apologies and Leave Of Absence (Previously Approved) 
 
Leave of Absence  None. 
(Previously Approved) 

 
Apologies  None as at distribution of this agenda. 
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Disclaimer 
 
No responsibility whatsoever is implied or accepted by the City of Nedlands for any 
act, omission or statement or intimation occurring during Council or Committee 
meetings. City of Nedlands disclaims any liability for any loss whatsoever and 
howsoever caused arising out of reliance by any person or legal entity on any such 
act, omission or statement or intimation occurring during Council or Committee 
meetings. Any person or legal entity who acts or fails to act in reliance upon any 
statement, act or omission made in a Council or Committee meeting does so at that 
person’s or legal entity’s own risk. 
In particular and without derogating in any way from the broad disclaimer above, in 
any discussion regarding any planning application or application for a licence, any 
statement or intimation of approval made by a member or officer of the City of 
Nedlands during the course of any meeting is not intended to be and is not to be 
taken as notice of approval from the City of Nedlands.  The City of Nedlands warns 
that anyone who has any application lodged with the City of Nedlands must obtain 
and should only rely on written confirmation of the outcome of the application, and 
any conditions attaching to the decision made by the City of Nedlands in respect of 
the application. 
 
The City of Nedlands wishes to advise that any plans or documents contained within 
this agenda may be subject to copyright law provisions (Copyright Act 1968, as 
amended) and that the express permission of the copyright owner(s) should be 
sought prior to their reproduction.  
 
It should be noted that Copyright owners are entitled to take legal action against any 
persons who infringe their copyright. A reproduction of material that is protected by 
copyright may represent a copyright infringement. 
 

 
1. Public Question Time 
 

A member of the public wishing to ask a question should register that 
interest by notification in writing to the CEO in advance, setting out the 
text or substance of the question. Questions tabled at the meeting may 
be unable to be answered due to the requirement for technical 
research and will therefore be answered direct afterwards. 

 
Questions must relate to a matter contained within the agenda of this 
meeting. 

 
 
2. Addresses By Members of the Public (only for items listed on the 

agenda) 
 
Addresses by members of the public who have completed Public 
Address Session Forms will be invited to be made at this point. 
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3. Disclosures of Financial Interest 
 
The Presiding Member to remind Councillors and Staff of the 
requirements of Section 5.65 of the Local Government Act to disclose 
any interest during the meeting when the matter is discussed. 
 
A declaration under this section requires that the nature of the interest must 
be disclosed.  Consequently a member who has made a declaration must not 
preside, participate in, or be present during any discussion or decision making 
procedure relating to the matter the subject of the declaration. 
 
However, other members may allow participation of the declarant if the 
member further discloses the extent of the interest. Any such declarant who 
wishes to participate in the meeting on the matter, shall leave the meeting, 
after making their declaration and request to participate, while other members 
consider and decide upon whether the interest is trivial or insignificant or is 
common to a significant number of electors or ratepayers. 

 
 

4. Disclosures of Interests Affecting Impartiality 
 
The Presiding Member to remind Councillors and Staff of the 
requirements of Council’s Code of Conduct in accordance with Section 
5.103 of the Local Government Act. 
 
Councillors and staff are required, in addition to declaring any financial 
interests to declare any interest that may affect their impartiality in considering 
a matter.  This declaration does not restrict any right to participate in or be 
present during the decision-making procedure. 
 
The following pro forma declaration is provided to assist in making the 
disclosure. 
 
“With regard to …… the matter in item x…..  I disclose that I have an 
association with the applicant (or person seeking a decision).  As a 
consequence, there may be a perception that my impartiality on the matter 
may be affected.  I declare that I will consider this matter on its merits and 
vote accordingly.” 
 
The member or employee is encouraged to disclose the nature of the 
association. 

 
 

5. Declarations by Members That They Have Not Given Due 
Consideration to Papers 
 
Members who have not read the business papers to make declarations 
at this point. 
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6. Confirmation of Minutes 
 

6.1 Audit and Risk Committee Meeting 17 July 2012 
 
The minutes of the Audit and Risk Committee held 17 July 2012 are to 
be confirmed. 
 
 

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. 

 
 

7.1 Financial Report for the year ended 30 June 2012 
 

Applicant City of Nedlands 

Owner City of Nedlands 

Officer Rajah Senathirajah – Manager Finance 

Director Shelley Mettam - Acting Director Corporate & Strategy 

Director 
Signature 

 

File ref. FIN/008-24 

Previous Item 
No’s 

Nil 

Disclosure of 
Interest 

No officer involved in the preparation of this report had 
any interest which required it to be declared in 
accordance with the provisions of the Local 
Government Act (1995). 

 
Purpose 
 
To receive the Audited Financial Report for the year ended 30 June 
2012, including the Independent Auditor’s Report. 
 
Recommendation to Committee 
 
Council 
 
1. accepts in accordance with the provisions of Section 5.54 

of the Local Government Act 1995, accepts the Financial 
Report of the City of Nedlands for the Year ended 30 June 
2012 comprising: 
 
a. the Financial Report; and 
b. the Auditor’s Report; 
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2. refers the Financial Report for the year ended 30 June 2012 
to the Annual General Meeting of Electors for the City of 
Nedlands. 

 
 
Strategic Plan 
 
KFA 5: Governance 
 

5.4  Monitor and review business processes, systems, 
structure and policies to ensure effective service delivery 
and organisational performance. 

 
5.9  Identify, manage and seek to minimise risk. 
 

Background 
 
Section 5.53 of the Local Government Act 1995 requires that a Local 
Government is 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 of 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 2012 
comprising the Financial Report and Independent Auditor’s Report. 
 
The Financial Report comprising the Accounts for the year ended 30 
June 2012 was completed and submitted to Council’s Auditor Macri 
Partners who completed their audit in September 2012. 
 
Consultation 
 
Required by legislation: Yes  No  
 
Required by City of Nedlands policy: Yes  No  
 
Not applicable. 
 
 
 
 



Audit and Risk Committee Agenda 11 October 2012 

 

C12/131   8 

Legislation 
 
Sections 5.27, 5.29, 5.53 and 5.54 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 Report. 
 
Budget/Financial Implications 
 
Financial Performance 
 

In terms of Financial Performance, the City completed the year with an 
operating surplus of $1,418,305. This compares with a budgeted 
operating surplus of $1,400. The Operating Statement includes all 
operating revenues and expenses, both cash and non-cash, as well as 
grants and contributions for acquisition of assets. 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. 

 
There were several significant factors contributing to the favourable 
variation of actual to budget. The operating revenues, excluding 
contributions for capital acquisitions, were better than budget by 
$1,216,000. The operating expenses show savings of $1,105,578. 
Grants and contributions received for capital acquisitions, together with 
net profit on asset disposals, were below the budget by $904,672. 
 
The significant reasons for the variances are: 

 
Revenue 
 
1. Operating Grants and Contributions show an improvement over 

Budget of $516,595 (32.4%). The main contributor to this 
variance is the receipt in late June 2012 of $402,000, being 53% 
of the operating grant from the WA Grants Commission for 
2012/13 financial year. 

 
2. Fees and charges raised were better than budget by $187,647 

(3.1%) due mainly to more than anticipated revenue from 
parking infringements. Fines by Property Services also 
contributed to the favourable variance. 
 

3. The City earned $157,990 more from the investment of funds 
surplus to its immediate requirements. This was due to a 
combination of rates being levied earlier (due to the adoption of 
the Budget in June 2011), better than anticipated interest rates 
and efficient management of cash flows. 
 

4. Rates levied were $163,392 (0.99%) more than what was 
anticipated at the time of Budget adoption.  The increase was 
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due to improvement to properties across the City, resulting in 
higher Gross Rental Values. 

 
Operating Expenses 
 
1. The operating expenses for the year were $26,567,122 as 

compared to the Budget of $27,672,700, an overall ‘savings’ of 
$1,105,578 (4 %). 

 
2. Most of the operating expenses were close to budget, with the 

bulk of the savings coming in the purchase of materials and 
services ($849,337). This was partly due to some operating 
projects being deferred or commencing later in the year. 
 

3. Employee costs were also down by $159,702 (2 %) compared to 
the Budget. This was due to staff turnover and the time taken to 
fill vacant positions. 

 
Capital Works 
 
During the financial year the City spent $8.37 million in carrying out its 
capital works program. The major share of the funds, $4.76 million, was 
utilised in improving infrastructure assets –roads, drainage, parks and 
gardens – with another $2.62 million used for upgrading and renovating 
the City’s buildings. 

 
The original capital budget for the year was $10.13 million. During the 
mid-year Budget Review this was amended to $10.71 million. However, 
a number of projects were not completed during the year and are 
carried forward to 2012/13.  Some of these have been re-budgeted for 
2012/13; the funds carried over for the others include: 
 
John Leckie Pavilion (completion)  $   300,000 
Allan Park Lower Pavillion   $     70,000 
Nedlands Library    $   150,000 
Beecham Road (completion)  $   545,000 
Beaton Park Playground   $   100,000 
Adams Road     $   104,000 
Elizabeth Street (2 projects)  $   217,000 
Broadway/Hampden/Stirling Hwy  $   375,000 
TOTAL     $1,861,000 

 
Of the total funds expended, $1.47 million were from grants and 
contributions and $2.2 million were from new borrowings. The balance 
was made up of operating surplus, sale of plant and depreciation write-
back. 
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Revaluation of Assets 
 
The City’s Accounting Policy, as well as the Australian Accounting 
Standards, requires certain asset classes to be revalued on a regular 
basis such that the carrying values in the books are not materially 
different from fair value. Towards the end of 2011/12 financial year the 
City appointed consultants to assess the fair value of the City’s roads 
network. Their recommendation has been accepted and the relevant 
asset records amended effective 30 June 2012. The impact of the 
revaluation is the recognition in Other Comprehensive Income of a 
notional loss of $12,681,698, and a corresponding decrease in the 
Asset Revaluation Reserves. 
 
It is to be noted that the revaluation does not have any impact on the 
cash position of the City. 

 
Financial Performance Indicators 
The Financial Ratios in Note 18 to the accounts give an overview of the 
financial performance of the City in 2011/12 compared with the 
previous two years. Three of the key indicators are charted below, for 
the past 7 years. 
 
Current Ratio - The Current Ratio is a liquidity ratio which indicates the 
ability of the City to meet its short-term financial obligations out of 
unrestricted current assets. A ratio greater than 1.00 is preferred. The 
chart shows that the City has had good liquidity levels of 1.31 to 1.59 
over the past 7 years. 
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Debt Service Ratio - The Debt Service Ratio measures the capacity of 
the City to service its debt (principal and interest, as they become due) 
out of its available operating revenue. Lending institutions generally 
prefer debt service ratios of local governments to be not more than 
10.5 %. The City’s debt service ratio was 5.21 % for 2011/12, and has 
been below 10.5% for the past 7 years. 
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Rate Coverage Ratio - This ratio is a measure of the City’s 
dependence on rate revenue to fund its operations. The higher the 
ratio, the less dependent a local government is on grants and external 
sources to fund its operations. A ratio in the 50% to 60% range is 
considered healthy for medium sized local governments. The City’s 
Rate Coverage Ratio has increased to 63.8% in 2011/12. 

 

 
 
Audit Report 
 
The City’s Auditor, Macri Partners, has given a standard form 
unqualified Audit Report for 2011/12. 
 
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 
2012 comprising the Financial Report and the Auditor’s Report. 
 
Attachments 
 
1. Financial Report for the year ended 30 June 2012, incorporating 

the Independent Audit Report to the Ratepayers of the City. 
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8. Date of next meeting 
 
The date of the next meeting of this Committee is to be advised. 
 
 

Declaration of Closure 
 
There being no further business, the Presiding Member will declare the 
meeting closed. 
 
 
 
 
Michael Cole 
Acting Chief Executive Officer 
 



 
 
 
 
 
 
 
 
 
 
 
 
 

Attachment to Item 1.1 
 
 

Audit & Risk Committee Meeting – 11 October 2012 
 
 

Financial Report for the year ended 30 June 2012 
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