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City of Nedlands

Minutes of a meeting of the Audit and Risk Committe e held in the
Committee Room at 71 Stirling Highway, Nedlands Bui  Iding on Tuesday
19 July at 6 pm.

Declaration of Opening

The Presiding Member declared the meeting open at 6 pm and drew attention
to the disclaimer below.

(NOTE: Council at its meeting on 30 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 (Previou  sly Approved)

Committee Councillor I S Argyle (Presiding Member)
Members Her Worship the Mayor S A Froese
Councillor K E Collins (from 6.04 pm) Coastal Districts Ward
Councillor B G Hodsdon (from 6.07pm)  Hollywood Ward

Councillor M L Somerville-Brown Melvista Ward
Staff Mr G T Foster (from 6.20pm) Chief Executive Officer

Mr M Cole Director Corporate Services

Mr R Senathrajah Manager Finance
Guests Mr C Ansell Grant Thornton

Mr R James Grant Thornton
Press The Post Newspaper representative.

Leave of Absence Nil.

(Previously Approved)
Apologies Nil.
Absent Nil.
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
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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
Nil.

2. Addresses By Members of the Public (only for ite  ms listed on the
agenda)
Nil.

3. Disclosures of Financial Interest

The Presiding Member reminded 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 was discussed.

There were no disclosures of financial interest.

4. Disclosures of Interests Affecting Impartiality
The Presiding Member reminded Councillors and Staff of the
requirements of Council’s Code of Conduct in accordance with Section
5.103 of the Local Government Act.
There were no disclosures of interest affecting impartiality.

5. Declarations by Members that they had not given due

Consideration to Papers

Nil
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6. Confirmation of Minutes
6.1  Audit and Risk Committee Meeting 15 November 20 10

Moved — Councillor Somerville-Brown
Seconded —Mayor Froese

That the minutes of the Audit and Risk Committee he Id 15
November 2010 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.

Councillor Collins joined the meeting at 6.04 pm. Councillor Collins declared
that he had no financial interest or interest affecting impartiality to disclose
and that he had given due consideration to the papers.

Councillor Hodsdon joined the meeting at 6.07 pm. Councillor Hodsdon

declared that he had no financial interest or interest affecting impartiality to
disclose and that he had given due consideration to the papers.

7.1 Internal Audit Report — Parks Services

Applicant City of Nedlands

Owner City of Nedlands

Officer Steve Crossman - Manager Parks Services

Director Michael Cole - Director Corporate Services

Director

Signature (\u\/\/\ LA.\

File ref . FIN/006-05

Previous Item .

) Nil

No’s

Disclosure of No officer involved in the preparation of this report

Interest had any interest which required it to be declared in
accordance with the provisions of the Local
Government Act (1995).

Regulation 11(da) — Not applicable — Recommendation  adopted.
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Moved - Councillor Somerville-Brown
Seconded — Councillor Collins

That the Recommendation to Committee is adopted.
(Printed below for ease of reference)
CARRIED UNANIMOUSLY 5/-

Committee Recommendation / Recommendation to Commit tee

Committee notes the inclusion of Management Action,
Responsible Officer and Action in the internal audi t report on
Parks Services.

Purpose

At their meeting of 15 November 2010, the Audit and Risk Committee
resolved that the Internal Audit report on Parks Services lay on the
table pending finalisation of report with the inclusion of Management
Action, Responsible Officer and Action date. The purpose of this report
is to reconsider this Internal Audit report now that this action has been
completed

To receive the internal audit report from Grant Thornton on Parks
Services.

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

The City of Nedlands has engaged the services of Grant Thornton to
conduct the Audit Plan for 2009/2010. This assignment relates to Parks
Services. At their meeting of 15 November 2010, the Audit and Risk
Committee resolved that the Internal Audit report on Parks Services lay
on the table pending finalisation of report with the inclusion of
Management Action, Responsible Officer and Action date. The
purpose of this report is to reconsider this Internal Audit report now that
this action has been completed.

Proposal Detail
In order to evaluate whether the City has adequate and effective
management practices for park services, the internal audit focused on

the policies, procedures, roles and responsibilities for this function. The
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aim of the audit was to provide an independent opinion to the City on
whether park service management was adequate and effective.

5 issues were identified during this Audit. The issue raised,
recommendation and management response are summarised as
follows:

Issue 1: Asset Condition - The City does not have a framework or
guidelines in place to identify the reason and scope for the key
auditable areas of Parks Services.

Recommendations:

1. Develop and establish a framework that clearly outlines the
nature, the scope and the risk assessment and identification of
the auditable areas. This will enable the City to manage the key
risk areas and conduct audits effectively and consistently.

2. Maintain a register of officers and consultants who are qualified
to undertake the audits. This would clearly identify the contact of
the qualified person or consultant and their roles and
responsibilities.

Management Response: Parks Services has just released an RFQ for
a complete audit of all of the Parks Assets (not including buildings) to
assess their condition and recommend and ongoing audit program.

Management Action: Implement Audit Report recommendations upon
receipt.

Responsible Officer: Manager Parks Services
Action Date: March 2011 for inclusion in draft budget for 2011/12.

Issue 2: Audit Forms - Our review of the sample of audits of parks’
assets noted that the audit forms for park lights for July 2009,
November 2009 and January 2010 had not been reviewed and signed
off by the relevant supervisor at the time the audits were undertaken.

Recommendation:

We recommend that supervisors review and sign off the audit forms at
the time when the audit was undertaken.

Management Response: On receipt of the report, the process for audit
forms and their signing off have now been included in the City’s
Performance Manager database. This now means that before a step in
Performance Manager can be closed out, the audit documentation
must be registered in Trim and recorded in Performance Manager.

Management Action: Implement Audit Report recommendations upon
receipt.
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Responsible Officer: Manager Parks Services
Action Date: March 2011 for inclusion in draft budget for 2011/12.

Issue 3: Asset Identification - The City cannot determine the location
of all assets within the parks as the park asset register is not complete.

Recommendation: We recommend that the City develop and establish
a mechanism for tracking and recording the location of parks’ assets.

Management Response: As mentioned above, Parks Services has just
released an RFQ for a complete audit of all of the Parks Assets (not
including buildings) to assess their condition and recommend and
ongoing audit program. This will then be recorded in the Public Open
Space Inventory located in Trim.

Management Action: Include asset details in GIS.

Responsible Officer: Manager Parks Services

Action Date: March 2011.

Issue 4. Capturing Customer Complaints - Our discussions with the

Parks Services Manager noted that there were instances where there

was no record of notes within the TRIM system for the actions

undertaken by the relevant officer to resolve a customer complaint.

Recommendations:

1. The City consider implementing a functionality within TRIM to
mandate the requirement of notes for the corrective measures
undertaken by an officer prior to closing off a customer
complaint; and

2. Educate and encourage staff to capture the details within the
TRIM system.

Management Response: The City is currently updating Trim to include
graphical workflow, this graphical workflow, once implemented, will
force officers to record actions in notes.

Management Action: Details included in TRIM.

Responsible Officer: Manager Parks Services

Action Date: Completed - Implemented October 2010,

Issue 5: Customer Satisfaction - Our discussions with the Parks
Services Manager indicated that he does not receive a summary of
customer complaints related to different categories within park
services.

Recommendation:
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We recommend that a monthly report detailing customer complaints be
provided to the Parks Services Manager as it provides a tool for
addressing areas of concern from members of the public and
enhancing the quality of services.
Management Response: To date, this has not been attended to.
However, the Executive receive and review a monthly summary of
customer complaints.
Management Action: N/A
Responsible Officer: N/A
Action Date: N/A

Consultation

Administration has now formally considered the issues raised by Grant
Thornton and provided appropriate responses.

Legislation

Regulation 5 of the Local Government (Financial Management)
Regulations 1996 requires the Chief Executive Officer to undertake
reviews of the appropriateness and effectiveness of the financial
management systems and procedures of the local government
regularly (and not less than once in every 4 financial years) and report
to the local government the results of those reviews.

Budget/Financial Implications

Budget:

Funds are included in the Budget to undertake internal audits.

Within current approved budget: Yes [X No []
Requires further budget consideration: Yes [ ] No [X]
Financial:

There are no financial implications arising from this report.
Risk Management

Parks Services have well documented processes and procedures for
the management of risks associated with the City’s parks infrastructure.

Conclusion
The issues identified in this report have been addressed by the City of

Nedlands. It is recommended the Committee receive the report.
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Attachments

1. Internal Audit Report — Parks Services (As amended)

7.2  Internal Audit Report — Rates

Applicant City of Nedlands

Owner City of Nedlands

Officer Rajah Senathirajah — Manager Finance

Director Michael Cole - Director Corporate Services

Director

Signature (\\f\/\/\ LA.\

File ref . FIN/006-05

Previous Item :

, Nil

No’s

Disclosure of No officer involved in the preparation of this report

Interest had any interest which required it to be declared in
accordance with the provisions of the Local
Government Act (1995).

Regulation 11(da) — Not applicable — Recommendation  adopted.

Moved - Councillor Somerville-Brown
Seconded — Councillor Collins

Committee notes the Internal Audit Report on Rates.

CARRIED UNANIMOUSLY 5/-

Committee Recommendation

Committee notes the Internal Audit Report on Rates.
Recommendation to Committee

Committee accepts the Internal Audit Report on Rates.
Purpose

The purpose of this report is to receive the internal audit report from
Grant Thornton on Rates

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.
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Background

The City of Nedlands has engaged the services of Grant Thornton to
conduct the Audit Plan for 2011. This assignment relates to Rates.

Proposal Detail

The City of Nedlands requires the payment of rates from individuals
owning any residential, vacant, or commercial property within the City
and each ratepayer contributes towards the cost of providing facilities
and services to the Community.

The aim of this internal audit was to evaluate if the controls over the
City’s rate setting process are adequate and effective, and to assess
that the City is compliant with policies, procedures and legislative
requirements.

2 Issues were identified during the Audit. The issue raised,
recommendation and management response are summarised as
follows:

Issue 1. Data should be located once inputted into The Authority
System to restrict unauthorised changes. During discussions with the
Rates Officer it was revealed that once the rates parameters and Gross
Rental Valuations are inputted or uploaded in the Authority System, the
data can be amended retrospectively.

Examinations on the system revealed that there are other users not
involved in the rate setting process who have the ability to access and
amend the rate parameters inputs and Gross Rental Valuations.

Recommendations
1 That Authority system fields should be locked after the rate
parameters and Gross Rental Values are inputted or uploaded, so

that officers cannot alter data retrospectively.

2 The Manager, Finance should have the access rights to amend the
rates data and Gross Rental Valuations once the data is locked.

3 The City should limit the accessibility of the rates modules within
Authority to those involved in the rate setting process.

Management Response

Access to the Rates module is given to the Rates Officer, other
members of the Finance Team who act as backup officers, the
Manager of Finance and Director Corporate Services.

The rate model parameters are agreed with the Manager Finance
before they are entered for the rate run by the Rates Officer. The
verified output file from the rate run is sent to the printers for the
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printing of Rates Notices. The parameters are verified each time a new
batch of rates notices are to be printed, ie interim rates notices.

The GRVs are changed when interim values are received from
Landgate. The system records an audit trail of all persons changing
rate records.

Management Action

The access to the Rates Module will be reviewed at regular intervals.
The locking of data once entered will be investigated.

Issue 2: Discussions with Management revealed that the Rates Officer
conducted a self-review on the inputted rates data and interim Gross
Rental Valuations.

Recommendation
1. The Rates Officer’s role for processing and reviewing the rate

parameters and interim Gross Rental Valuation should be
segregated such that the review is undertaken by the Manager

Finance.

2. Evidence of a sign off for the processing and review of the rate
parameters and interim Gross Rental Valuations should be
retained.

3. In the event that the Manager Finance is unavailable and cannot

sign a review, that the review requirement be escalated to the
Director Corporate Services.

Management Response

The review of individual entries will be undertaken by another Finance
Officer. The Manager will reconcile change totals after each batch has
been entered (Source Valuation Report). Procedures to review the
above will be developed.

Consultation

Administration has now formally considered the issues raised by Grant
Thornton and provided appropriate responses.

Legislation

Regulation 5 of the Local Government (Financial Management)
Regulations 1996 requires the Chief Executive Officer to undertake
reviews of the appropriateness and effectiveness of the financial
management systems and procedures of the local government
regularly (and not less than once in every 4 financial years) and report
to the local government the results of those reviews.
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Budget/financial implications
Budget:

Funds are included in the 2010/11 Budget to undertake internal audits.

Within current approved budget: Yes [X No []
Requires further budget consideration: Yes [ ] No [X]
Financial:

There are no financial implications arising from this report.
Risk Management

Administration have well documented processes and procedures for
the management of risks associated with the rates setting process.

Conclusion

The issues identified in this report have been addressed by the City of
Nedlands. It is recommended the Committee receive the report.

Attachments
1. Internal Audit Report — Rates
Internal Audit Report — Public Events and Swimm ing Pool

Applications & Approvals

Applicant City of Nedlands

Owner City of Nedlands

Officer Marion Granich — Manager Community Development
Matthew Deal — Manager Property Services

Director Michael Cole - Director Corporate Services

Director

Signature (\W\/\ UL

File ref . FIN/O06-05

Previous Item .

; Nil

No's

Disclosure of | No officer involved in the preparation of this report

Interest had any interest which required it to be declared in
accordance with the provisions of the Local
Government Act (1995).

Regulation 11(da) — Not applicable — Recommendation  adopted.

C11/105 13



Audit and Risk Committee Minutes 19 July 2011
Moved - Councillor Hodsdon
Seconded — Councillor Collins

Committee receives the Internal Audit Report on Pub  lic Event and
Swimming Pool Application & Approvals.

CARRIED UNANIMOUSLY 5/-

Committee Recommendation

Committee receives the Internal Audit Report on Pub  lic Event and
Swimming Pool Application & Approvals.

Recommendation to Committee

Committee accepts the Internal Audit Report on Public Event and
Swimming Pool Application & Approvals.

Purpose

The purpose of this report is to receive the internal audit report from
Grant Thornton on the Public Event and Swimming Pool Application &
Approvals.

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

The City of Nedlands has engaged the services of Grant Thornton to
conduct the Audit Plan for 2011. This assignment relates to the Public
Event and Swimming Pool Application & Approvals.

Proposal Detail

The City of Nedlands (the “City”) is responsible for both the monitoring
and management of swimming pool and public events applications.
The aim of this internal audit was to evaluate the adequacy and
effectiveness of the City’'s system for monitoring and managing
swimming pool and public events applications and to determine
whether the City’s practice is compliant with policies, procedures and
legislative requirements.
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4 issues were identified during this Audit. The issue raised,
recommendations and management responses are summarised as
follows:

Issue 1. The City does not have a documented framework for the
assessment, coordination and monitoring of the public event
application and approval process.

Recommendations
1. We recommend that the City develop and establish a framework

for the public events application and approval process that
clearly outlines:

. Coordination aspects of the public event application and
approval process;

. The classification and assessment criteria for public
events;

. Responsibility and accountability matrix for the

assessment and approval process for public events
including events that require Council approval;

. Identification of legislation applicable to public events;
. Exempted events; and
. Inspection and monitoring requirements prior and during

public events.
Management Response

The recommendation is accepted and is due to be completed by 30
June 2011

Issue 2: In the absence of the Administration and Events Officer, there
was not another officer within the Community Development to
undertake the tasks involved in the coordination of the public events
application and approval process.

Recommendations

1. The City should train other suitable officers to be able to
undertake the coordination of the public event application and
approval process and thereby increasing workforce flexibility.

Management Responses

The recommendation is accepted and training of another staff member

will be scheduled once the framework and procedures have been

finalised.

Issue 3: During the examination of swimming pool applications, there

were 3 instances where the Building Licence Outstanding Requirement
Checklists for swimming pool applications were incomplete
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Recommendation

That the requirements for the checklists to be completed and signed off
be re-enforced to all administration officers.

Management Responses

The recommendation is accepted. Administration Officers have been
reminded of the requirements to complete and sign off Building Licence
Checkilist.

Issue 4. It was noted during the examination of swimming pool
applications that the Building Confirmation of Planning Conditions
Check List for BA10/718 applications was not completed and signed
off.

Recommendation

Building Surveyors be reminded to complete and sign off the Building
Confirmation of Planning Conditions Check List.

Management Responses

The recommendation is accepted. Administration Officers have been
reminded of the requirements to complete and sign off Building License
Checkilist.

Consultation

Administration has now formally considered the issues raised by Grant
Thornton and provided appropriate responses.

Legislation

Regulation 5 of the Local Government (Financial Management)
Regulations 1996 requires the Chief Executive Officer to undertake
reviews of the appropriateness and effectiveness of the financial
management systems and procedures of the local government
regularly (and not less than once in every 4 financial years) and report
to the local government the results of those reviews.

Budget / Financial Implications

Budget:

Funds are included in the 2010/11 Budget to undertake internal audits.

Within current approved budget: Yes [X No []
Requires further budget consideration: Yes [ ] No [X]
Financial:
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There are no financial implications arising from this report.
Risk Management
The operational risks associated with the Public Event and Swimming
Pool Application & Approvals have been reviewed and addressed in
this report.
Conclusion
The issues identified by in this have been noted and where appropriate
have been implemented. Where recommendations are not supported,
reasons for not doing so have been given. It is recommended the
Committee receive the report.

Attachments

1. Public Event and Swimming Pool Application and Approvals

7.4  Internal Audit Report — Investments 6 April 201 1

Applicant City of Nedlands

Owner City of Nedlands

Officer Rajah Senathirajah — Manager Finance

Director Michael Cole - Director Corporate Services

Director

Signature (\N\/\ u.ﬁ

File ref . FIN/006-05

Previous Item :

, Nil

No’s

Disclosure of No officer involved in the preparation of this report

Interest had any interest which required it to be declared in
accordance with the provisions of the Local
Government Act (1995).

Regulation 11(da) — Not applicable — Recommendation  adopted.

Moved - Councillor Somerville-Brown
Seconded — Councillor Hodsdon

That the Recommendation to Committee is adopted.
(Printed below for ease of reference)

CARRIED UNANIMOUSLY 5/-

Committee Recommendation / Recommendation to Commit tee

Committee receives the Internal Audit Reporton Inv  estments.
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Purpose

The purpose of this report is to receive the final internal audit report
from Grant Thornton on Investments

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

The City of Nedlands has engaged the services of Grant Thornton to
conduct the Audit Plan for 2011. This assignment relates to
Investments.

Proposal Detail

In accordance with Section 6.14 of the Local Government Act 1995 and
its own Investment Policy, the City examines opportunities to invest
surplus funds in financial institutions that provide the best rate of return.
The aim of this internal audit was to evaluate the effectiveness of the
management of the City’s investments of surplus funds.

The scope of the engagement included:

« Evaluation of the adequacy of the City’s Investment policy;

» Determining the City’s compliance with its internal and external
policies, procedures and guidelines; and

* Provision of appropriate recommendations for any matters
identified through the audit review.

Only one issue was identified during the Audit as follows:

Issue: Sound investment practice suggests that balance for “on-call”
investments should be kept at a minimum unless appropriate reasoning
exists.

Testing revealed one investment with a significant on-call balance.
Investment 16, held with AMP has had an on-call balance in excess of
$250,000 since July 2010.

Recommendation

1. That the City should monitor all “on-call” balances above
$40,000 to assess whether more suitable alternatives exist.
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2. For any balances above $40,000, the City should provide some
form of documentation that acknowledges and provides
reasoning for the balance.

Management Response

The recommendation was noted. The reasons for leaving $268,200 of
Reserve Funds in the AMP on-call account at the end of June 2010
where:

1. The on-call account of AMP was yielding a better rate of interest
than a TD for 3 months from AMP.

2. The need to spread the investments across the financial
institutions approved by the Audit and Risk Committee.

3. The rate of 5.25% was within the range of 4.95% to 6.05%
obtained for TDs with other financial institutions as at the end of
June 2010, and the City was told that the rate was to be
reviewed from the end of August 2010. Current rate of interest is
5.60% which is comparable to the 5.65% offered by NAB for 90
days Term Deposit.

Consultation

Administration has now formally considered the issues raised by Grant
Thornton and provided appropriate responses.

Legislation

Regulation 5 of the Local Government (Financial Management)
Regulations 1996 requires the Chief Executive Officer to undertake
reviews of the appropriateness and effectiveness of the financial
management systems and procedures of the local government
regularly (and not less than once in every 4 financial years) and report
to the local government the results of those reviews.

Budget/financial implications

Budget:

Funds are included in the 2010/11 Budget to undertake internal audits.

Within current approved budget: Yes [X No []
Requires further budget consideration: Yes [ ] No [X]
Financial:

There are no financial implications arising from this report.

Risk Management
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The operational risks associated with the investment of surplus funds
have been reviewed and addressed in this report.

Conclusion

The issue identified in this report is minor and has been addressed. It
is recommended the Committee receive the report.

Attachments

1. Internal Audit Report — Investments

7.5  Procurement 20 April 2011

Applicant City of Nedlands

Owner City of Nedlands

Officer Rajah Senathirajah — Manager Finance

Director Michael Cole - Director Corporate Services

Director

Signature (\N\/\ u.ﬁ

File ref . FIN/O06-05

Previous Item :

, Nil

No's

Disclosure of | No officer involved in the preparation of this report

Interest had any interest which required it to be declared in
accordance with the provisions of the Local
Government Act (1995).

Mr G Foster, Chief Executive Officer joined the meeting at 6.20 pm.
Regulation 11(da) — Not applicable — Recommendation  adopted.

Moved - Councillor Collins
Seconded — Councillor Somerville-Brown

That the Recommendation to Committee is adopted.
(Printed below for ease of reference)

CARRIED UNANIMOUSLY 5/-
Committee Recommendation / Recommendation to Commit  tee
Committee receives the Internal Audit Report on Pro  curement.
Purpose

The purpose of this report is to receive the final internal audit report
from Grant Thornton on Procurement
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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

The City of Nedlands has engaged the services of Grant Thornton to
conduct the Audit Plan for 2011. This assignment relates to
Procurement.

Proposal Detail

The Local Government Act 1995 and the Local Government (Functions
and General Regulations) 1996 provides guidelines and requirements
in which City of Nedlands (the “City”) can make purchases of goods
and services.

The objectives of the internal audit were to assess:

e The adequacy and effectiveness of the City’s controls
surrounding the procurement process; and

* Whether procurement activities complied with established
internal and external policies, procedures and guidelines.

The Scope of the engagement included:

* Evaluation of the adequacy and effectiveness of the controls
surrounding the procurement process;

* Review and evaluate the City’'s procurement policies and
procedures compliance with legislative requirements;

» Sample based testing to ensure compliance with documented
internal and external policies, procedures and guidelines; and

* Provision of appropriate recommendations for any matters
identified through the audit review.

8 issues were identified during this Audit. The issues raised,
recommendations and management responses are summarised as
follows:

Issue 1: Procurement Documentation Non-Compliance

Council Policy Manual — KFA 5 Governance states that “All processes,
evaluations and decisions shall be transparent, free from bias and fully
documented in accordance with applicable policies and audit
requirements”.
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Discussion with staff and sample based testing of procurement files
revealed that procurement records were not retained in accordance
with the City’s Procurement Procedures.

Observations of procurement files maintained by the City’s staff
revealed inconsistent practices towards procurement quotation
document retention.

Review of the City’s electronic document record management system
indicated that procurement related document were not stored in
accordance with the City’s record keeping requirements.
Recommendation

1. That the City’s record retention requirements be reinforced to all
staff involved in procurement activities

2. That a regular monitoring or review process over procurement
records be implemented.

Management Response

1. Due to staff turnover it is possible that some of the officers who
carry out procurement activities are not fully conversant with the
need to obtain adequate number of quotations and the
documentation of the quotations and other relevant information.

2. Lack of resources have prevented regular monitoring of the proper
maintenance of quotations and other relevant documents.

Issue 2: Lack of segregation of procurement duties

Good business practice suggest that staff who prepares their own
requisitions should not be approving the invoice payment.

Interviews with Divisional Managers and Coordinators revealed that
Purchase Authorising officers were raising their own requistions and
approving the invoices for payment.

Sample based payment testing revealed two instances where the
officer who raised the requisition order, authorised the payment of
invoices.

Recommendation

That the duties for ordering, receiving, incurring and authorising should
be segregated.

Management Response
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While agreeing that it is desirable to have the level of segregation
recommended, it is not practical with some of the Business Units due to
resource constraints. Managers and Co-ordinators are encouraged to
train other staff in their areas to raise Requisitions, which they would
subsequently authorise.

The person raising the Requisition should be the appropriate person to
receive the goods/ services as she/he will best know if what has been
delivered is what was requested. Only persons with delegated authority
can approve payment of invoices, and this is independently verified
before payments are made to suppliers.

Issue 3: Invoices not paid in a timely manner

Good business practice suggest that invoices should be paid within a
timely manner.

Sample based testing found that 7 out of 21 invoices were not paid to
the vendor within the due dates specified on the invoice. In addition 9
out of 21 invoices that did not specify the payment date were not paid
within 30 days of the invoice date.

Also found were three invoices where early payments discounts were
not taken advantage of.

Recommendation

1. To ensure that staff purchasing are familiar with their applicable
cost codes / centre. Communicate the instruction to Authorising
Officers for the need to approve invoices for payment in a timely
manner.

2. Where practicable that invoices eligible for early payment discounts
are identified and be given the higher priority in approval and
processing.

Management Response

Agree with the recommendations. These have been brought to the
attention of relevant staff from time to time, but staff turnover coupled
with inadequate monitoring have led to the situation noted by the
Internal Auditor.

Issue 4: Goods/services control non-compliance

Purchasing Procedures — 2.6 Authorising Payment of Accounts states
that “The receiving officer must certify that all goods or service ordered
have been received”.

Sample based testing found that 6 out of 16 invoice transactions the

receiving officer did not certify the receipt of the goods and or service.
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Recommendation

1. Accounts Payable should not proceed for payment if the invoice in
not certified for the goods or service received.

2. That the requirement for Authorising officers to certify the receipt of
goods or services should be reinforced.

Management Response
Agree with the recommendations.
Issue 5: Signatory Authority List not updated

Good business practice suggests that the authorisation register be
regularly reviewed.

Our review of the City’s authorisation register indicated that the register
had not been maintained. The last identifiable review date for the
Technical Service Division of the Parks and Engineering Services
register was 5™ June 2008.

Discussion with the City’s management revealed that there have been
staff attrition since this period, some of whom had been identified on
the delegation register.

Recommendation

1. That the authorisation register be reviewed on a more frequent
basis for example, once a month.

2. That Human Resources informs Corporate Services of staff
movements to facilitate the review process of the authorisation
register.

Management Response

The Register of Authorised Signatories for approving of payments was
being updated at the time of the Audit, as there had been a number of
staff changes recently.

Issue 6: Lack of market testing to ensure value for money

Council Policy Manual — KFA 5 Governance states that the City
“Ensures value for money when purchasing goods and services”.

Interviews with Divisional Managers and Coordinators revealed that
there exist standing orders and or regular purchases from preferred
suppliers exceed periods up to ten years without further market testing
since initial engagement.
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Recommendation

1. Where applicable, management should obtain prior to requisition
approval to obtain value for money.

2. That the requisition review checklist to include enquires into the
validity of the reason for not obtaining quotations where necessary.

Management Response

Lack of resources have prevented the regular monitoring of compliance
with “value for money” requirements of the City. Managers are being
encouraged to carry out market testing on an annual basis for services
and products purchased regularly. Recent tenders called for plumbing
services, electrical services and after hours building maintenance are a
result of this review.

Issue 7: Incomplete Purchasing Procedures, and the non
existence of Petty Cash Policy and or Procedures

Council Policy Manual — KFA 5 Governance that the City “Promotes
effective governance and definition of roles and responsibilities”.

1. Through discussions, it was noted that the procurement procedures
were incomplete, for example the incomplete parts included.

a) Section 2.8 — Maintenance of the preferred supplier list; and
b) Forms and guidelines specified in the procedures.

2. It was noted that the City did not have a documented Petty Cash
Policy and Procedures. However, through sample based testing
and the walkthrough of petty cash purchases, we have identified
that staff have a good local knowledge of the petty cash purchase
process.

Recommendation

1. That Corporate Services complete the Procurement Procedures.

2. That Corporate Services develop Petty Cash Purchasing Policy and
Procedures

Management Response
1. The City utilises WALGA's list of “Preferred Suppliers for Products
and Services” list whenever possible. Finalisation of the Forms and

Guidelines was deferred pending the de-bugging of the On Line
Requisitions process. This will now be completed.
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2. Petty Cash procedures have been in the form of Guide Lines /
Instructions issued by the Director of Corporate Services from time
to time. These need to be collated, reviewed and documented as
Petty Cash Policy and Procedures.

Issue 8: Tender Register non- compliance

The Tender Register must have the elements or information specified
under the Local Government (Function and General) Regulations 1996,
Part 4, Division 2, Reg 17.

Inspection of the City’s Tender Register found that it did not include
particulars of the decision made to invite tenders and if applicable the
decision to seek expressions of interest under Regulation 21(1), of the
Local Government Regulations 1996.

Recommendation

That Management ensure through regular review that all relevant
details on the Tender Register is complete and accurate.

Management Response

This arose due to the earlier interpretation by Management that
projects approved by Council during budget process, and included in
the adopted budget, implied a decision to call for tenders if the value of
the project exceeded $100,000.

It has since been clarified that a separate decision has to be made for
each tender, either by Council or by Management under Delegated
Authority, and particulars of this decision need to be recorded in the
Tender Register.

Consultation

Administration has now formally considered the issues raised by Grant
Thornton and provided appropriate responses.

Legislation

Regulation 5 of the Local Government (Financial Management)
Regulations 1996 requires the Chief Executive Officer to undertake
reviews of the appropriateness and effectiveness of the financial
management systems and procedures of the local government
regularly (and not less than once in every 4 financial years) and report
to the local government the results of those reviews.

Budget/financial implications

Budget:

Funds have been allocated in the 2010/11 budget for Internal Audits.
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Within current approved budget: Yes X No []
Requires further budget consideration: Yes [ ] No [X]
Financial:

As noted above.
Risk Management

The operational risks associated with Procurement have been reviewed
and addressed in this report.

Conclusion

The issues identified in this report is minor and has been addressed. It
Is recommended the Committee receive the report.

Attachments

1. Internal Audit Report — Procurement

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 declared the meeting
closed at 6.31 pm.
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City of Nedlands

Internal Audit -
Park Services

24 August 2010

This tcport has been prepared far distdbution to the addressee for the purpose of our engapemenr. We
disclaitn any assumption of vespunsibility for any refisnce on this wport to any person other than the
addressee, ar for any purpose other than that for which it was prepaced,



GrantThornton

Contents

EXCOUNTE SUITITIALY 1 cerritarsie im0t e ier s 022202000 8 44444400 1 B2 RS St e 11
1.

2.

7.
8.
Appendix A — AUdit EUIAEnCe. i i meeisimsiessst s s sssaoss st ats s stesat s et bis oot sssness

Appendix B — Personnel Who Assisted with the Audit i e i s

BRI EIOUNL e eescsnrencissssse e bmesscsa s et 8848 B 8 R R
CIDJBERIVES orvvcruererverermieiseseaer oo rm e redebetem e o 111 oS BTSSR SRR s b1

LNk 60 RS ASSESBITICIIE 1iriarmricirmermensarmssmararsrssiesboeent o i8bebs bestenesbbestochonsesomrgeres mborsemseibnben idnndbeb nmbms s cenmercres

Scape...

Methodology..

Risk Ratirtg 0 AULH FINFIES oo escmesessscsesscsessmessssos sttt

Detailed FIUIIme s imesesmssoisciar sesssss isisseimssssssmsrsiss s essstsats s s 1 sss ssssss s s atssss s

10
11
12
19

22




Grant Thornton

Executive Summary

Qverview
The City of Nedlands® (the “City”) Parks Services Departinent is responsible for maintaining and
upgrading when necessary, all infrastrucoure, flora and fauna in parks, reserves and verges.

In order to evaluate whether the City has adequate and effective manapement practices for park

~ seevites, the internal audit focused on the policies, proceduces, roles and tesponsibilifes for this
function. The aim of the audit wias to provide an independent opinion to the City on whether park
service management was adeguate and cifective.

This auditwwas conducted in compliance with the Intetnational Standards for the Professional
Practice of Iaternal Audir.

Objective

To review the adequacy and eflectiveness of the “zuditable process™ of park setvices in pacticular for
playgrounds, sporting areas, public open space and parks. to determine whether best husiness practice
applications have bieen applied.

Scope
The scope of the mteinal audit included the following:
®  Tdentification of the policy and procedures and business practices;

. Reviewing and evalaating of the City’s compliance with external and internzl policies and
procedures; and

¢ Droviding appropuriate recommendations for any matter identified.

Methodology

Duing the fieldwork phase, we undertook interviews, enguiries arid exarination of documents to
gain an nsiglt into the City's processes for managing patle setvices. Our evaluations assessed the
adequacy and effectiveness of the City’s policies and procedures for patk services,
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Summary of Key Opportunities
Findings

The City does not have a frameworl ot
¢ puidelines in place to identify the reason
and scope for the key auditable areas of
Parks Services.

The Parks Services Matiager represented
that the audits were primarily didven by
matntenance requitements and their
ktiowledge of assets within parks.

O review of the sample of audits of
parks’ assets noted that the zudit forms
for park lights for July 2009, November
2009 and Jaauagy 2010 had not been
reviewed and signed off by the relevant
supervisor at the dme the audits were
undertaker.

The audit forms were reviewed and
signed off by the supérvisor towards the
: conclusion of our enquities, We noted
that the audit for park Lghts was

| completed on 19 Joly 2009, 26

{ November 2009 and 27 Januaty 2010,

' however, the audit form for 19 July
2009 was signed off by the supervisor
on 10 June 2010 and the dudit forms for

26 November 2009 and 27 January 2010 §

wete signed off by the supervisor on 8
| June 2010,

In the absence of 4 timely review and
sipa off of the andit fokms by the
| supetvisor: ‘

| 1. Audits may not be undertaken by

We recommend that the City’s Parks
Services Department:

1. Develop and establish a
framework that cleatdy outlines the
nature, the scope and the risk
assessinent and identificztion of
the auditable areas. This will
enzble the City to manage the key
risk areas and conduct audits
effectively #nd consistently.

2, Maintain a register of officers and
consultants who aré qualified 1o
undertake the audits, Tlis would
cleady identify the contact of the
qualified petson or consultant and
their roles and responsibilities.

We recommend that supervisors
review and sign off the sudit forms at
the time when the audit was
undettaken.
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Findings

the relevant officer; and

2. Audits may not be undertaken
diligently and in accordance wirh
Parks Services Depariment’s
standards.

% of all assets within thepacks as the park
asset register is not complete.

Our discussions with Parks Services
Manager noted that they are aware of
the assets in the park in order to
undertake inaintenance and audits of

asset conditions.

This knowledge is not docurmented to
identify the reason for underteking
maintenance and audits of asset

conditions.

Out discussions with the Parks Services

whete there was no record of notes
within the TRIM system for the actions
undertaken by the relevant officer to
resolve a cistorer complaint.

Further, our: examination of TRIM
showed that it allows the completion of
2 job without recording nates for the
corrective action undertaken by the
relevant officer to resolve a complaint.

! In the absence of notes there may he

| customer frustration from subsequent
cantacts as resolt of insufficient records
and also there is an inabaity to verify the
actions taken by the relevant officer to
resolye the complaint.

The City cannot determine the location

| Manager noted that there were instances

[+4 ! Recommendation

We recommend that the City develop
and establish a mechanism for tracking
and recoiding the location of parks’
assers,

We recommend that:

1. The City consider implementing a
functionality within TRIM to
mandzate the requircment of notes
for the coreective measures
undertaken by an officer priar to
closing off a customer complaint;
and

i 2. Educate and encourage staff ro
capture the details within the
TRIM systern.
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i Qur discussions with the Parks Sevvices We recomimend that a ihonthly report |
i Manager indicated that he does not detailing castomer complaints be

! receivea summary of customer provided to the Parks Services
complaints telated to different Manages as it provides a tool for
categories within park secvices. addressing ureas of concern from
membets of the public and enhancing
the quality of services,

Without a periodic customer complaint
report for the Parks Services Manager it
may be difficalt to deploy the televant
resources to provide the required
quality of service to the pulilic.

Audifor’s Opinlan
In our opinion, hased on the interviews and evidence obtained, except for the matters identified
above, that tlhe systems aird contrals associated with Gity's parle service management are adequate

and effective.

Overall Management Comments

STEVE CROSSMAN 1AN HAMILTON
Managet, Park Services . Directos, Technical Services
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1. Background

The City's Parks Services Depaitonent is sesponsible for maintaining and upgrading when necessary,
all infrasteucture, flora and faiina in parks, reserves and verges.

As 2 local govetnment, the City should ensare that risks associated with public or employee injury,
poor asset condition or non compliance with standards and legislation are managed for all matters of -

operation.

The inteenal wudit fotused on the policles, procedures, roles and responsibilities of park sefvices in
order 1o evatuate whether the City had adequate and effective management practices for patk

services.

‘The aim of the audit was to pravide an independent opinion to the City on whether park service
management was adequate and effective to appropriately safeguacd the City from dsk such as
litigation or adverse public image.
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2. Objectives

The audit objective was to review the adequacy and effeciiveniess of the “auditable process” of park

sesvices in particular for playgronnds, sporting areas, public open space and parks to determine
whethex best business practice applications have been applied to ensure that:

*

Maintenance plans wete in place;

Suitable maintenance policies and procedures were in place;
Appropriate maoagement reviews and follow up were (n place;
Incident reporting were captured and recorded appropriately; and

“Duty of care” were addeessed in relation to maintenance wotk.
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3. Link to Risk Assessment

The Anancial, business and aperating system processes subject ta this inrernal audit ate associared
with the following tisks:

*  Possible litigation brought forsward against the City;-

® Nepative public relation; and

& Resident protests,
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4. Scope

The scope of the audit is detailed below.

Scaope

Operational audit — We focnsed on the effectivencss and adequacy of
controls used by the City of Nedlands in relation to park services.

Specifically:
Identified the policy and procedures and business practices;

¢ Reviewed and evaluated the City of Nedlands campliance with external
and internal policies and procedures; and

* Provided appropriate recommendations for any matter identified.

Strategic business advice in relation to the implementation of any best
practices ot audit recommendations,
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5. Methodology

O internal andit process was conducted on  risk based approach which focused on obtining
sufficient evidence to evaluate the tisk and provide recommendations to mitigate the risk to an
appropriately low level, Complete risk elimination is neither practical nor economically feasible.
Rather, the goal is to reduce risks to levels that are sensible and acceptable to management. An
importnt internal control prnciple js that the cost of contrals should not exceed their benefits.

COha approach in this regard included:

¢ Reviewing dotumentation provided by the City pertaining to playgrounds, sporting ateas, public
open space and parks with referenice to:

®  Maintenance plans,

°  Suitable management policies;

®  Appropuiate management reviews and follow upp;

° Incident reposting policy and reeords; and

®  “Daty of Care” policy and requirements,

¢ Conducting meetings with City’s management with respect to the audit pracess;
*  Documenting the process used by staff in respect to park services; and

*  Selecting and obtaining relevant samples to evalunte compliance with the documented policies,
processes and guidelines.
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6. Risk Rating of Audit Findings

Findings resulting from our internal andit have been rated in accordance with the risk ratings as
detailed Delow.

Risk Rating Risk Description
i i

Major strategic risk of high impact which thteatens the organisatiot’s objective |
and should be addressed immediately.

Significant strategic sk should be addressed as a mattet of high priority,
Contiols are deficient or ineffechive and require attention.
The tisk has lirnited strategic impact but it is of sufficient concern and shonld
be addressed as spon as possible.

T risk has minimnal aperational and strategic impact but exposuce in the
identified arens is undesirable,

* Inconsequential impact. I'he risk is not a primaty concern but oppottunity ta
“Low improve the systeins and processes that should be addressed as a matter of

- COULSE.,

1a
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7. Inherent Limitations

Due to che inherent imitations of any internal control structure it & possible that eovors or

itregulatities may occur and not be detected. An internal audit is not designed to detect all

weaknesses in control procedures or all compliance Failures as it is oot performed continuously

throughout the period and the tests performed are on x sample basis. As such, except to the extent

of the sarople testing performed, it is not possible to express an opinion on the cffectiveness of the
. Internal control structure or its compliance.

Any piojection of the evalaation of contiol and compliance procedures to future periods is subject
to the dsk that the procedures may become inadequate because of changes in conditions, or that the
degree of complinnce with themn msy detedorate.

The internal audit findings expressed in this repoet have been formed on the above basis.

11
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8. Detailed Findings

Audit of Asset Conditions

Criteria f Good business practice sugpests that an overarching fiamework
i should be established for determining thé nature and the extent of the

- audits within pack services, l

% !

The City does not have a framework or éﬁjcﬁe[ﬂues in place to 1dmufy ) “i

- the reason and scope for the key auditable areas for Parks Services. |

Condition

Risk Rating
Cause ; The Parks Services Manager represented that the audits were primarily

| driven by maintenaace requirements and their knowledge of assets
! within parks,

: Cause

. EffElﬂ o . : In ﬂ;;: absence 'Uf a fmmework for undertaking audil’s, the Cltymﬂy o
: ! not undervake the audits effectively and consistently 2nd the audirs
: ! may not be in line with the City’s objectives or requirements.

: Furthermore, the City may not be able to set priorities for key risk

| aveas.
Réwﬁmendatian ; We recompmend that the City’s- Parks .Scwiccs_Dcpaftmcnt_:
: 1. Develop and establish a framework that clearly outlines the nature,
: the scope and the dsk assessment and identification of the
auditable areas, This will enable the City to manage the key risk
areas 20d conduct audits effectively and consistently.

2. Maintain 4 kegister of officers and consultants who are qualified to
undertake the audits. This would clearly identify the conatact of the
qualified person or consultant and their roles and responsibilities.

_ _ . ‘Management Comrinents
Management Parks Services has just released an RPQ for a complete qudirt of all of
Comrtient the Parks Assets (not including buildings) to assess theit condition and

! recomnmend and ongoing audit progeam.

12
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E Management Action | Implement Audit Report xecommendations upon receipt éf report.

i

é Responslble Officer

!
%Manager Parks Services
! !
i
i

 Action Date IMarch 2011 for inclusion in draft budget for 2011/12

13
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Criteria

Condition

i
'

Risk Rating

Cause

Effect

Recommendation

Management
Comment

Actlon Date

Responsible Officer ;Manger Parks Services

Audit Forms
i Completed audit Forms of assets should be reviewed and sighed off by «
. the supervisor at the time of the audit. !

! Out review of the sample of audits of parks’ assets noted that the

; audit forms for park Yghts for July 2009, November 2009 and January

| 2010 had not been teviewed and signed off by the relevant supervisot
"¢ at the time the audits wese undertaken.

! The audit Farms were reviewed and signed off by the supervisor

| towards the conclusion of our eaquiries. We noted that the audit for

* park lighis was complered on 19 July 2009, 26 November 2009 and 27
January 2010, however, the audit form for 19 July 2009 was signed off
by the supervisor on 10 June 2010 and the audit forms for 26
November 2009 and 27 Januaty 2010 were sighed off by the
supetvisor oo 8 June 2010, '

Ovetsight.

In the sbsence of 2 timely review and sign off of the audit forms bf
the supervisar:

11, Audits may not be undertaken by the relevant officer; and

2. Audits may not be undertaken diligently and in accordance with
Parks Services Depaitment’s standards.

We recommend that supervisors veview mmd sign off the audit forms

¢ at the time when the audit was undertaken.

Manahyement Comments
© Qn receipt of the report, the process for audit forms and their signing
! off have now been included in the City’s Performance Manages
' databiase. This nos means that before a step in Petformance Manager
i can be closed out, the audit documentation must be registered in ;
i TRIM and recorded in Performance Manaper.,

Management Action : Inplement reccmmendations contained in andit report

March 2011 for inclusion in draft budget for 2011/12

t4
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Asset ldentification

1
i
i
i

:
i
£
i
H

.
As mentioned above, Parks Services has just released an REQ for a
complete audit of all of the Parks Assets (not inctuding buildings) to
assess theit condition and recomimend dand ongoing audit progam. \
i This will thea be recorded in the Pablic Open Space Inventory located

Criteria

Condition

Risk-Rating
Cause
Effact

Recommendatian

Management
Comment

Management Action

Respansible Otficer

Action Date

audits of asset conditions.

;Include asset details in GIS

Manager Parks Services

Good husittess practice suggesis that asset recards or registers contain
sufficient information to enable asset identification and location,

The City cannot determine the location of il assets within the parks
as the pack asset register is not complete,

Qur discussions with Parks Services Manager noted that they are
aware of the assets in the park in order to undettake muaintenance and

 "This knowledge is not documented to identify the reason for

undertaking maintenance and andits of asset conditions.

There was no previous kequitement to recoxd 2ll patk assets.

In the sbsence of records for the location of assets, it may be difficult
to track and monitor the physical location of the Ciry’s park assets.

We recommend that the City devlélop.and establish a mechanism for |
tracking and recording the location of parks’ assets.

H
1

in TRIM,

i
L
I

March 2011

15
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Capturing Customer Complaints

Critetia

E.Co_ndltlon ‘

Cause

' Effect

Recommendation

Management
! Comment

‘Risk Rating

Good business practice provides that resolution of customer
camplaints should be recorded and rerained adegnately.

Our discussions with the Patks Services Manager noted that there
were instances whete there was 0o record of notes within the TRIM
systems for the actions undertaken by the relevant officer to resalve a

customer complaint.

Furthet, our examination of TRIM showed that it allows the
cotopletion of 4 job without recording notes for the cotrective aetinn
undertaken by the relevant officer to teso}ve a corplaiat,

" All customier complaints are captuted within the TRIM systems. The -
Customer Service Officer would capture the complaint within the
systern 2ad create a “wockflow”. This would be nominated to the
selevant area and officer. The relevant officer will undertake the
corrective action in the field to resolve the complaint. Once the job is
completed the “workflow” is closed.

Qfficers in the feld that undertake the corrective actions do not
: complete the notes section within the “workfow”.

i 2. The information systerm pecrnits the completion of a “workflow”
- without notes.

i 1. Inability to verify the actions taken by the eclevant officer to
tesolve the complaint.

i 2. There may be customer fiustration from subsequent contacts as
tesult of insufficient records.

We recommend that:

1. The Gity considet implementing a functionality within TRIM to
mandate the requicement of notes for the cotrective measures
undertaken by an officer priot ta closing off a customer
cormyplaint; and

2. Educate and encourage staff to caprure the details within the
'TRIM system,

] - Management Response, : . -
‘ The City is currently updating TRIM to include graphical workflow,
| this graphical workflow, once implemented, will force officers to

| recard actions in notes.
i

16
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%Management Action {Details to be recorded in TRIM

A

| Responsible Ofticer ‘Manager Parks Services

i

Action Date Implemented Oct 2010
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Monthly Reporting - Customer Satisfaction

Criteria

_Condltion

- Risk Rating

Cause

" Effect

Recommendation

anagement
Comment

§

: Responsihle Offlcer

Action Date

Our discussians with the Packs Services Manager indicated that he o

ki \thout a pmodlccustomcrcomplamt Léport for the Parks Services
: Mapager it roay be difficult to deploy the relevant resources to provide

i Not applicable

. Good business practice suggests that a report on customer complaint
information should be provided on 2 monthly basis to the Divisional
Manager to enable planuing and allocation of resources,

: does not receive a summary of customer complaints related to
different categoties within park services.

Thete was no requiremeat foc the Patks Services Manager to receive

customer complaint reports to determine customer satisfaction.

the required quality of service to the public.

We recommend that a monthly report detailing customer complaints

be provided to the Parks Services Manager as it provides a tool for
addressing areas of concern from members of the public and

enhancing the quality of services.

Management Response . _
: To date, this has not been attended to, but having said that, T am
unaware if Executive receive 4 stmmary of customer complaints.

Not applicable

Mot applicable

18
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Appendix A — Audit Evidence

The following documents and information were examined as part of this review.

. Dmnts Examined
Tech.mcal ‘icrvit_es —Levd of vajce—Pmks 2010
Pmk Service IIoms — Budget N

City of Nedlands Budget ‘mbmlsslon
Park Services Anoual Maintenance Program 2009/2010

; CLty of Nedlands — Standards Operahc-ns \f[anual For All Patks Sexvices Staff (ka in,
i Progress)

Couﬂcll Pohcy Manual — btreet hces

CouncL[ Pohcy Manual Ltghtmg of Playmg ‘»uLfaces B
i 13 P:u:ks and I{escrvcs and Fcau.ucs Within Them

C ounul Policy Manml - I\Iemcmul mk Fm_mtme

Performance Indicators ~ Excéption Repott

Quarterly Summary Report ~ Munager Parks Serviees

Technical Services — Mowing — Broadacre
Technical Sesvices — BBQ Cleaning Schedule
. City of Nedlands Pad\ Asser Register (Wod{ in I‘mg;ess)
Audit ~ River Wall (11 September 2009)
Audir— River Wall (17 September 2009)
Aucllt — River Wall (29 Sep te:.nher.Z().Oﬁ)

. Audit— River Wall (2 Octobes 2009)
i o0
’ Au&it - RNE.t \,‘{./alidl (liZ Novcmbcr 2000}
i Torer Wl 0 Api 3010)

| Audit — River Wall (23 Apsil 2010)

| Audit - River Wall (9 Apeil 2010)

| Audit— Park Lights (14 Septembet 2009)
Audit - i’aci{ i,ighés (?.1 June 2009)
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! Documents Examined

Audit ~ Park Lights (19 July 2009)
- Audit — Patk Liphes (26 November 2009)

Aundit - Padk Lights (31 March 2010) .
i Pak Lighs (2ju.nc..2m.0).. e et e e
Aundit— Goal | Safety — Hockey (14 rmgust 2009)

Audlt — Goal Safety — Rugby (14 August 2009)

Audit— Patk Lights (27 Januagy 2010) o

7 Audit- God Safety — Soccer (14 Augusr 2009)
Audlt — Playground Equipment (5 May 2010)

Audit - Playground Equipmient (4 Noveimber 2010)
Audit - Artworks (29 July 2009)
L Aud[t Artwmks (30 September 2009)
| Audit— Skateboard Facilities (8 December 2009)
Audit — Skateboard Facilties (16 Feh_iga})f 2010)
Audit— Skateboard Facilities i?.'_].an.uary 20100
| Playground ins pection R:pa.u.s i!::cord (19 Au.gﬁst 2009)
i Tt B Focond (27 Oxecbes 3759
Pliygronnd luspection Repalss Record (4 Navember 2009)

_Audjt — Playground Equipment (24 February 201 0) S i

Playground Inspection Repairs Record (Blank Sheet)

Audit — Park Lights (Blank Sheet) 7

. Audit— Goal Post Safety — Rugby (Blank Sheet)

Audit— Godl Safety — Hockey (Blank Sheer)

AudltH Goal Post .S.’afefy“— S.oc:.:e.r (Blank Sheet)

Audit ~ River Wall (Blak Sheet)

nudit— Anpual Visual Teee Assessment (25 Septembm 2008)
Audit - Annual Visual Trc.c .z\t;sessmcnt (22 January 20008)
Audit — Annual Visual Tree Assessment (13 December 2(}08) .
SLA Sports Ground Upgrades

Light Pole Inspections Allen Park City of chlands - - a
Light Pole Inspections Mevilsta Oval and Lawler Padl Teunis Cou:ts. City of Nedlands
Light Pole Inspections Mt Claremont Oval and Tennis Courts  City of Nedlmds

| Skateboard Faciities — Public Safety Checklist (Blank Sheet) ]
2009 Street Tree -~ Vmge and Reserves Planung List - .

()ccupntlonal Henlth and Safety Policy Statement
Hazard /Near Miss/ Inp.u.y Report

Hanldous Substances Register Contents List
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Documents Exammed

: Job Safety Analysis Worksheet — Broadacre Mower (Work in Progress)

chuast for Quotation — Garden Maintenance

Capxml Warks ngrnm for Parks Services

L-szgc chort h _
Request for l ender 2009/10.25 — —Upgrade of Spotts Ltghtmg at‘I-hghwew P;uL
Orgamsauonal Chart— lcchmcal Services

Standard Operating I’J.ocedmes - Emengency Iﬂcldﬂlltb (Dm&)
Complaint Letters

'i;L.q;.n..:ﬁslmr of “workflows”

E-mail aotification of outs tmd.mg “waorkflow"

Customer Complaints. Actions and "workﬂow’ R

Parks Services — Parks ‘Imff Mectlng —Action Llst

Toolbox Meeting Minutes

Jab Description Forms — Managex I.’:l.rL;.s Services

Job Descl.'ib Eon Fotrms — Projects Coordinator

Job Deseription Forms ~ Arbolicultare Ofﬁcm

Job Desctiption Forms — Horticulture Technical ()fﬁce). .

_]ub Desception Forms — Parks Coordinator (Ar boucultuLc)

Job Description Forms — I_nflastructmc Maintenance Qfficee

Job Description Fogras - T gation Fitter .

Job Description Forms — Broadacte Mower Operator

Job Deserption Forms — Mower Operator

Job Description Foums — Landscipe Maintenance Ofﬁcer
OSH-POL-002 — Hazard 1dentification & Reporting
OSHPOL-004 — Job Safety Amalysis
OSH-POL-O07 — Hazard; Neat Miss and Accident Inv&stlgﬂl:lon
OSH-POLAKY = Monthly Workplace Inspection
QSH-POLA008 —- Personal Protective Equipment
OSI-POL-010 — Safety Trainiag .
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Appendix B — Personnel Who
Assisted with the Audit

The following City of Nedlands péersonnel assisted with the audit:

*  NMr Steve Crossman; and

*  Mr Daniel Lewis
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City of Nedlands

Rates

31 March 2011

This report has been prepared for distribution to the addeessee for the purpose of our engagement. We
disclaim any assumption of responsibility for any reliance on this report to any person other than the

addrecere nr far anu tmrhiner ather than that far which it wae nrenared



GrantThornton

Contents

Executive SUMmmary ... s s s sssasas ettt st raer e e 1
1. Backpround........ e w3
B = O 4
3. Link t0 RiSK ASSESSIMICIIT couvrrreeeerererrererineservereeescnseenc s sesseneessesessesse s one bt sessasns st seassans snbensacnt seseses 5
T T o o TS U OO SO PO TROTPPTR 6
5. MethOdOIogy. ... oo s bbbt b e 7
6. Risk Rating of Audit FINdINgs ..ot csimieam e s st sten 8
7. IOREent Tarmitations. i e esssunssrirtass snsstsesasas s e st s Ead 84188102 b R E AR Rb ettt ne e et e e s anees 9
8. Detailed FIdings. s s i s s s s st 10
Appendix A — Audit Evidence........occcoiiieveines P OPUOUDFPUDPORR I

Appendix B — Personnel Who Assisted with the Audit . 16



GrantThornton

Executive Summaty

Overview )

The City of Nedlands (the “City”) requires the payment of rates from mdividuals owning
any restdential, vacant, industrial or commercial property within the City and each ratepayer
contrbutes towards the cost of providing facilities and services to the Community.

The aim of this internal audit was to evaluate if the controls over the City’s rate setting
process are adequate and effective, and to assess that the City is compliant with policies,
procedures and legislative requirements.

‘This audit was conducted in compliance with the Internal Standards for the Professional
Practice of Internal Audit.

Objective
The objectives of the internal audit were:

* o evaluate the adequacy and effectiveness of controls over the City’s rate setting
process; and

* (o determine whether the City is compliant with internal and external policies,
procedures and guidelines. '

Scope
The scope of the internal audit included the following:

¢ Hvaluation the adequacy and effectiveness of the City’s policies and procedures
surrounding the rate setting process;

* Examination of whether there were sufficient processes in place to enable the correct
calculation and recording of annual rates;

® Sample based testing to evaluate compliance with the documented internal and external
policies, procedures and guidelines; and

* Provision of appropriate recommendations for any matter tdentified through the audit
review.

Methodology

Duting the fieldwork phase, we undertook interviews, enquiries and examination of
documents to gain an insight into the City’s rate setting process. Cur evaluations assessed
the adequacy and effectiveness of the City’s policies and procedures for setting rates.
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Summary of Key Findings

Risk
Recommendation
Rating

Our discussions with the Rates 1. ‘That Authonty system fields should
Officer revealed that once the rates be locked after the rate parameters
parameters and Gross Rental and Gross Rental Values are inputted
Valuations are inputted ot uploaded ot uploaded, so that officers cannot
in the Authority System, the data can alter data retrospectively.

be amended retrospectively.
2. The Manager, Finance should have

Further, our examinations on the the access rights to amend the rates

Mediom )
system revealed that there are other ‘ data and Gross Rental Valuations
users not involved i the rate setting once the data is locked.
process who have the ability to
access and amend the rate 3. The City should limit the accessibility
parameters inputs and Gross Rental of the rates modules within Authority
Valuations of properties. to those involved in the rate setting

process.
Our discussions with Management j 1. 'The Rates Officert’s role for
revealed that the Rates Officer i processing and reviewing the rate
conducted a self-review on the parameters and interim Gross Rental
inputted rates data and interim Gross Valuation should be segregated such
Rental Valuations. : that the review is undertaken by the
* Manager, Finance.
2. Ewvidence of a sign off for the
Medium processing and review of the rate

patameters and interim Gross Rental
Valuations should be retained.

3. In the event that the Manager,
Finance is unavailable and cannot
sign a review, that the review
requitement be escalated to the
Director, Corporate Services.

Auditor’s Opinion

In our opinion, based on the interviews and evidence obtamed, except for the matters
identified, the City of Nedlands’ had adequate and effective controls over the rate setting
process.

Overall Management Comment
Management is satisfied with the findings in this report. Comments have been provided and
actions scheduled for completion by 1 May 2011.

RAJAH SENATHIRAJAH MICHAEL COLE
Manager, Finance Ditector, Corporate Services
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1. Background

The City of Nedlands (the “City”) requires the payment of rates from individuals owning
any tesidential, vacant, industrial or commerdial property within the City and each ratepayer
contributes towards the cost of providing facilities and services to the Community.

In accordance with the Valuation of Land Act 1978, property rates are imposed on the basis
of valuations supplied by the Valuer General, known as Gross Rental Values. The Valuer
General’s office conducts tevaluations of Gross Rental Value rated properties every three
years.

The aim of this internal audit was to evaluate if the controls over the City’s rate setting
process are adequate and effective and to assess that the City is compliant with policies,
procedutes and legislative requirements.
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2. Objective

The objectives of the internal audit were:

*  to evaluate the adequacy and effectiveness of controls over the City’s rate setting
process; and

¢  to determine whether the City 1s compliant with internal and external policies,
procedures and guidelines.
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3. Link to Risk Assessment

The following risks are associated with inadequate or ineffective practice or policy relating to rate
setting process:

e Non-compliant with Local Government Act 1995;

e Inaccurate calculation of rates; and

® Nepative public relation.
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4. Scope

The scope of this internal audit included:

Scope

* Evaluation of the adequacy and effectiveness of the City’s policies and
procedures surrounding the rate setting process;

¢ Dxamination of whether there were suffident processes in place to enable
" the cotrect calculation and recording of annual rates;

e Sample based testing to evaluate compliance with the documented
mternal and external policies, procedures and guidelines; and

® Provision of appropriate recommendations for any matter identified
through the audit review.

The petiod subject to audit was from 1 July 2010 to 31 January 2011.

Strategic business advice in relation to the implementation of any best
practices or audit recommendations. :
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5. Methodology

Our internal audit process was conducted on a tisk based approach which focused on obtaning
sufficient evidence to evaluate the tisk and provide recommendations to mitigate the risk to an
appropriately low level. Complete risk elimination is neither practical nor economically feasible.
Rathet, the goal is to reduce risks to levels that ate sensible and acceptable to management. An
important internal control prnciple is that the cost of controls should not exceed their benefits.

‘ Our approach in this regard incloded:

® Reviewing the Local Government Act 1995 requitements relating to rates;
* Reviewing valuation infotmation received from the Valuer General’s office;

¢ Reviewing the City’s established policies, procedures and gutdelines pertaining to the rate setting
process;

¢ FExamining and documenting the relevant processes used by City staff in respect to the rate
setting process;

® Detetmining the roles, responsibilities and accountability framework for the rate setting process;
® Assessing the adequacy and effectiveness of the controls surrounding the setting of rates;
e Testing the accuracy and recording of the rates charged;

® Selecting and obtaining relevant samples to evaluate compliance with the documented internal
and external policies, processes and guidelines;

¢ Formulating conclusions on whether there are appropriate system of controls to govern the rate
setting process; and

* Developing appropdate recommendations for any matter identified through the review.
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6. Risk Rating of Audit Findings

Findings resulting from our internal audit have been rated in accotdance with the risk ratings as
detailed below.

Risk Rating Risk Description

Major strategic 1isk of high impact which threatens the 01gamsat10n s objective
and should be adches sed Jmmedmtely

Significant strategic risk should be addressed as a matter of high priosity.
Contxols are deﬁclent ot meffectlve aﬂd Lequue attention.

The r1sk has limited strategic impact but it is of sufficient concern and should
: be addressed 45 S00nN a8 possible

Medium The nsk has m]nlmal operational and sttategic nnpact but exposure in the
1dent1ﬁed ateas is undesn:able
Inconsequentlal impact, The msk is not a primary concem but opportumty to
Low improve the systems and processes that should be addressed as a matter of
course,
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7. Inherent Limitations

Dhue to the inherent limitations of any internal control structure it is possible that errors or
itregularities may occur and not be detected. An internal audit is not designed to detect all
weaknesses in control procedures or all compliance failures as it is not performed continuously
throughout the peried and the tests pefformed are on a sample basis. As such, except to the extent
of the sample testing performed, it is not possible to express an opinion on the effectiveness of the
internal control structure ot its compliance.

Any projection of the evaluation of control and compliance procedures to future periods is subject
to the risk that the procedures may become inadequate because of changes in conditions, ot that the

degree of compliance with them may detetiorate.

The internal audit findings expressed in this report have been formed on the above basis.
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3. Detaﬂed Findings

Authority System

. Criteria

. Condition

Risk Rating

~ Cause

- Effect

. Recommendation

Management Response

* Management
Comment

. Qur discussions with the Rates Officer revealed that once the rates

Data should be locked once tnputted into the Aﬁﬂmﬁty System to
restrict unauthorised changes.

.~ parameters and Gross Rental Valuations are inputted or uploaded in

' the Authority System, the data can be amended tetrospectdvely.

© Further, our examinations on the system revealed that there are other

users not involved in the rate setting process who have the ability to
access and amend the rate parameters inputs and Gross Rental
Valuations of properties.

Medium

Ma.nagement advised that the system data were not locked as the

systern had restricted access. Further, the Rate Officer advised that

: other users had no knowledge in operating or making changes within

: the rates module.

. within the City.

1 That Aﬁﬂiodty system fields should be locked after the rate

" 2. ‘'The Manager, Finance should have the access rights to amend the

parameters and Gross Rental Values ate inputted or uploaded, so
that officers cannot alter data retrospectively.

rates data and Gross Rental Valuations once the data is locked.

" 3. The City should limit the accessibility of the rates modules within

Authotity to those involved in the rate setting process.

Access to the Rates module is given to the Rates Officer, other

_ members of the Finance Teeam who act as back-up officers, the

+ Alterations of the rates data within in the rates module of the system
may impact on the accuracy of the rate notices to the property owners

10
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Mariaﬁér'nent Action
Responsible Officer
i .

i Action Date

' The rate model parameters are agreed with the Manager Finance
" before they are entered for the rate run by the Rates Officer. The

verified output file from the rate run is sent to the printers for the
ptinting of Rates Notices. The parameters are verified each time a
new hatch of rates notices ate to be printed, ie intetim rates notices.

The GRVs are changed when interim values are received from
Landgate. The system records an audit trail of all persons changing

" rate records. :

The access to the Rates Module will be reviewed at tegu.la.t mterva]si

The locking of data once entered will be investigated.

" Manager Finance

1M3Y2011 e

11
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Segregation of Duty

 Criteria

Condition -

: Risk Rating

Cause

: Effect

' Recommendation

Management Response

i Management
Comment

' Management Action
- Responsible Officer

- Action Date

‘ Sound business pracfice suggests that a segregation of duties should
| exist between processing and reviewing officer.

- Our discussions with Management revealed that the Rates Officer
! conducted a self-review on the inputted rates data and intedm Gross
| Rental Valuations.

Medium

' The Rates Officer advised that she would be the responsible officer to

- cross check the inputted rates data and the interim Gross Rental
Valuation with the system source report to ensure the accuracy of
; dara.

N In the absence of segréééﬁdn of duty between a Pr;éessing officet and

. a reviewing officer, an error may not be detected.

- .1 TheRﬂtesOfﬁcer’s role for processing and revlcxmngthemte

paramefers and interim Gross Rental Valuation should be
segregated such that the review is undertaken by the Manager,

Finance.
| 2. Evidence of a sign off for the processing and review of the rate

parameters and interim Gross Rental Valuations should be
retained.

, 3. In the event that the Manager, Finance is unavailable and cannot
sign a review, that the review requirement be escalated to the
Director, Cotporate Services.

" The teview of individual entries will be undertaken by anothet Finance :

: Officer.

The Manager will reconcile change totals after each batch has been
entered (Source Valuation Report).

 Procedures to review the above to be developed.
Manager Finance

1 May 2011

12
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Appendix A — Audit Evidence

The following documents and information were examined as part of this review.

Documenis Examined

User List of Authordty -
Job Description Form ~ Rates VOfﬁcer -
Job Description Form — Manager Fmance
City of Nedlands — Rates Notice
_City of Nedlands — Rubbish Bins Report
City of Nedlands — Levy Transaction Report

_City of Nedlands — Interim Rate Notice o
Clty of Nedlands — Advertisement of Intentlon to Levy leferential General Ratf:s N

Rates — Informatmu Sheet
Emergency Services Levy 2010/ 11 thes and Bﬂhﬂg Parainetels
City of Nedlands — Annual Budget 2010-11
i City of Nediands — Agenda of Special Councﬂ Meetmg 21 /06/2010
| Rates Categories & Input Screenshot
Valuation Hxception Report
_Rates Parameters Input Screenshot
FESA ExceptionRepot e
Rates Trial Balance L o - i
Rates Revenue Report For 2011 - :
i Declaration of Annual Emergency | Semces Levy Bﬂ]mg e

Rates Book Report e 7 o
Rates Preparation Task 2010/ 2011 Ye:u Checkhst

Interim Rate Source Valuation Report

Pens1oner Apphcatlon Farm - e

Property Sub Division Memor_m;du_n_l _ _ - 7 ) ) - ‘
Property Building Plan
: Pensioner Rebate Lefter

13
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Rates Notice Examined

o 102699 e
106872 -
o 165969 o ]
B 167981 o
168989 7 o )
- 169482 ]
B R o
171116 R o
o o 18603 o
I 4z o
166900 N
129643 o o
} 44345 o
177238
] 116558 - B
- 119644 N T
o 159210 o
131672 ]
140095 )
_ 128009 o
o ] dos420
e 132134 - B
e 132282 ]
] 133991 B -
e e e, 141 598
, 42281 o
e 142380 B ]
142687 ;
I 142976
- 170282 o
B ~ 181800
) 168054
o 179085
o 159152 ]
o - 192419 o ,
a7t
o 163584 _
114967
e 112730 )
) - 103465 o
P o 109876 )
B VS VI -
108076
o 115246 -
105247
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162859
174383
112458
118083
171330
171652

) 172171 o i -
_ 172379 , B
o 143958 e
_ R I £ .-
148668 o

10937
L B
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Appendix B — Personnel Who
Assisted with the Audit

The following City of Nedlands personnel assisted with the audit:

® Mt Rajah Senathirajah; and
& Ms Natalie Wilson.

16



0 GrantThornton

City of Nedlands

Internal Audit — Public Event
and Swimming Pool Applications
and Approvals

31 March 2011

This report has been prepared for distribution to the addressee for the purpose of our engagement. We
disclaim any assumption of responsibility for any reliance on this report to any person other than the
addressee, or for any purpose other than that for which-it was prepared.
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Executive Summary

Overview
The City of Nedlands (the “City”) is responsible for both the monitoting and management of
switnming pool and public events applications.

‘The aim of this internal audit was to evaluate the adequacy and effectiveness of the City’s system for
monitoring and managing swimming pool and public events applications 2nd to determine whether
the City’s practice is compliant with policies, procedures and legislative requirements.

This audit was conducted in compliance with the Internal Standards for the Professional Practice of
Internal Audit. i

Objective
The objectives of the internal audit were:

*  to evaluate the adequacy and effectiveness of the City’s processes for monitoting and managing
swimming pool and public events applications; and

® to determine whether the City was compliant with internal and external policies and procedures
in relation to swimming pool and public event apphlications.

Scope
The scope of the internal audit included the following:

¢ Evaluated adequacy and effectiveness of controls used by the City to monitor and manage
swimming pool and public events applications;

* Reviewed and evaluated the City’s compliance with internal and external policies, procedures and
gutdelines; and

® Provided appropriate recommendations for any matter identified through the audit review.

Methodology

During the fieldwork phase, we undertook interviews, enquiries and examination of docurients to
gain an insight into the City’s processes for applications concerning public event and swimming pool
licences. Our evaluations assessed the adequacy and effectiveness of the City’s policies and
procedures for public events and swimming pool licence applications.
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Summary of Key Findings

Risk
Rating

Oux review identified that the City We recommend that the City develop and

did not have a documented establish a framework for the public

framework for the assessment, events application and approval process

coordination and monitoring of the that cleatly outlines:

public event application and

* Coordination aspects of the public
event application and approval

approval process.

process;

® The classification and assessment
criteda for public events;

¢ Responsibility and accountability
matrix for the assessment and
approval process for public events
including events that require Council
approval;

¢ Identification of legislation applicable
to public events;

* FExempted events; and

¢ Inspection and monitoring
requirements pdor and during public
events.

Our discussions with the The City should train other suitable

Administration and Events Officer ! officers to be able to undertake the

identified that in the event that she .~ coordination of the public event
application and approval process and
. thereby increasing workforce flexibility.

was absent, there is not another
officer within the Community Medium
Development to undertake the tasks |
involved in the coordination of the ‘
public events application and ‘

approval process. |

Through out examination of That the requirements for the checklists
swimming pool applications, we to be completed and signed off be re-
noted that thete were 3 instances enforced to all administration officers.
where the Building Licence
Outstanding Requirement Checklists
for swimuning pool applications were

Low

incomplete.
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_
Rating

Through our examination of Building Surveyors be reminded to
switnming pool applications, we complete and sign off the Building
noted that the Building Confirmation Confirmation of Planning Conditions
of Planning Conditions Check List Low Check List.

for BA10/718 applications was not

completed and signed off.

Auditor’s Opinion

In our opinion, based on the interviews and evidence obtained, except for the matter identified, the
City of Nedlands’ had adequate and effective controls over the processing of public events and
swimming pool licence applications.

Overall Management Comment

The recommendations in the report are noted and accepted. With regard to events approvals
processes, this has been an evolving process and the findings in this report reflect that. A new
framework will be developed as recommended and training of other officers will be undertaken.

MATTHEW DEAL MICHAEL COLE
Managet, Property Services Director, Corporate Services
ANDREW MELVILLE

Managex, Sustainable Nedlands

MARION GRANICH
Manager, Community Development
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1. Background

The City of Nedlands (the “City”) 1s tesponsible for both the monitoring and management of
swimming pool and public events applications.

Residents of the City are required to submit an application for planning approval if they intend to
construct a swimming pool or extend an existing swimming pool. Residents are also required to
submit an application for approval for public event activities they plan to undertake.

The aim of this internal audit was to evaluate the adequacy and effectiveness of the City’s system for
monitoring and managing switnming pool and public events applications and to detetimine whether
the City 1s compliant with polices, procedures and legislative requirements.
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2. Objective

‘The objectives of the internal audit were:

® to evaluate the adequacy and effectiveness of the City’s processes for monitoring and managing
swimming pool and public events applications; and

® to determine whether the City was compliant with internal and external policies and procedures
in relation to swimming pool and public event applications.
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3. Link to Risk Assessment

The following risks are associated with inadequate or ineffective practice ot policy relating to
swimming pool and public event applications:

® Swimming pools that are non-compliant with Regulations. 1989 and Building Code of Australia;
Public events are non-compliant with applicable legislative requirements;

® Possible lifigation brought forward against the City; and

® Negative public relations.
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4. Scope

The scope of this internal andit included:

* Evaluated adequacy and effectiveness of controls used by the City to
monitot and manage swimming pool and public events applications;

® Reviewed and evaluated the City’s compliance with intemal and external
policies, procedures and guidelines; and

¢ Provided appropriate recommendations for any matter identified through
the audit review.

The period subject to audit was from 1 July 2010 to 31 January 2011.

Strategic business advice in relation to the implementation of any best
practices ot audit recommendations.
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5. Methodology

Our internal audit process was conducted on a risk based approach which focused on obtaining
sufficient evidence to evaluate the risk and provide recommendations to mitigate the risk to an
approptiately low level, Complete risk elimination is neither practical nor economically feasible.
Rather, the goal is to reduce risks to levels that ate sensible and acceptable to management. An
important internal control principle is that the cost of controls should not exceed their benefits.

Our approach in this regard included:
¢ Review of the City’s established policies, procedures and guidelines pertaining to swimming pool

and public events applications; and

® Review of Building Regulations 1989 and Building Code of Australia relating to swimming
pools;

®* Review of Envitonmental Protection (Noise) 'Regulations 1997,
e Document the process used by staff in respect to swimming pool and public event applications;

*  Assess the adequacy and effectiveness of the controls surrounding the processing, monitoring
and management of swimming pool and public event applications, in particular:

o Inspections;

o Enforcement;

o Recording and reporting (including incident reporting) process; and
o Follow up action procedures.

¢ Select and obtain televant samples to evaluate compliance with the documeated internal and
external policies, processes and guidelines.

e Develop appropriate tecommendations for any matter identified through testing.
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6. Risk Rating of Audit Findings

Findings resulting from our internal audit have been rated in accordance with the risk ratings as
detailed below.

Risk Rating Risk Description

Major strategic risk of high impact which threatens the organisation’s objective
and should be addressed 1mmed13tcly

Significant strategic risk should be addressed as a matter of high pronty.
Conttols ate deﬁaent or meffectlve and rcqu.tre attention.

The risk has limited strategic impact but it is of sufﬁclent concern and should
bc addressed 45 $001 a8 posslble

Medium The tisk has m.lmmal operauonal and sirategic impact but exposure in thc
identified areas is u.ndes:.table
Inconsequennal impact. The nsk is not a primary concern but opportumty to
Low improve the systems and processes that should be addressed as a matter of
coufse.
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7. Inherent Limitations

Due to the inherent limitations of any internal control structute it is possible that errors or
irregularities may occur and not be detected. An internal audit is not designed to detect all
weaknesses in conirol procedures or all compliance failures as if is not petformed continuously
throughout the period and the tests performed are on a sample basis. As such, except to the extent
of the sample testing performed, it is not possible to express an opinion on the effectiveness of the
internal control structure o its compliance.

Any projection of the evaluation of control and compliance procedures to future periods is subject
to the disk that the procedures may become inadequate because of changes in conditions, ot that the

degree of compliance with them may detetiorate.

The internal audit findings expressed in this report have been formed on the above basis.
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- 8. Detailed Findings

Public Events - Framework and Methodology

Crlterla T Good business ptacticeﬂ sﬁggcsts that a framework be established for
' " the identification and processing of applications.

~ Condition _ " Our review identifted that the Citjr did not have 2 documented
7 frameworlk for the assessment, coordination and manitoting of the
public event application and approval process.

_ 'Through our discussions with the Administration and Events Officer

* revealed that there was varying requirements for documentation for an
event. The requirements for documentation and approval of a public

% event were based on the cutcome of the tisk assessment of the event
.+ and the nature of the event.

" The differing requirements were identified through our testing of
" public event applications, specifically:

- #  The Commercial Events Factsheet stated that a brief Risk

: Management Plan is required fot weddings and small events of 50
-100 attendees and a detailed Risk Management Plan for large
events of 100. Our testing identified that the following event
applications did not have a sk management plan:

_ o D10/24458 — Sports Event (250 attendees);
’ . o D10/19790 — Sports Event (90 attendees}; and
. o D10/16504 — Wedding (30 attendees).

'@  There were 3 instances where event application forms were not
completed by the event holder. Under existing processes any
event with over 99 attendees requires an event application form.
The Administration and Events Officer advised that in some
cases the event details were obtained from e-mail correspondence
or through the Ground Booking (Casual Use) Forms, which may
not capture the same requirements of an Event Application Form.
In other circumstances it depended on the nature and rsk of the
event.




. Risk Rating

_Cause

 Effect

Recommendation

We identified 3 events where 2 letter of approval was not issued.

Tile dec151on of i;.he event applications were pn'rmma}i}'rr Vdn'ven by o

In the absence of a framework for coordinaﬁﬁg, assessi:lé;.nd o
monitoring public event applications, the City:

The Administration and Bvents Qfficer noted that in some cases
it depended on the nature of the event and therefore only required
e-mail correspondence for approval.

Moderate

previous legacy processes; and

The Administration and Events Officer advised that the public |
events were being processed by their knowledge and experience
of assessing applications.

May not establish a coordinated and consistent approach for
facilitating event approvals;

May not classify application consistently and identify events that

requite a MmOre Hgorous assessment.

May increase exposure to liability 1isk from large public events at
Council venues;

May comprise the safety of event patrons and increase the adverse :
impacts on local residents and businesses; and

May not be able to ensure that afl applications for public events
meet statutory requirements.

© the public events application and approval process that clearly
outlines:

Coordination aspects of the public event application and approval :
process;

The classification and assessment criteria for public events;

Responsibility and accountability matrix for the assessment and
approval process for public events including events that require
Council approval;

Identification of legislation applicable to public events;

Exempted events; and

Inspection and monitoring requirements prior and duting public
events.

Management Response

Management
Comment

+ The recommendation is accepted.

12
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Management Action I egislative requircments will be downlosded and 2 framework

‘ developed to remedy issues raised in the audit report.

| :BESPOHSiblé Officer " Hannah Acason (ofﬁcer) — Marion Granich (tanager)

Action Date "To be completed by 30 June 2011.

13



o Grant Thornton

ciiterlé__

Risk Rating

Cause .

1 Eﬁect.

. Recommendation -

! there should be appropriate contingency plans to ensure that the

© Qur discussions with the Administration and Events Officer identified
f that in the event that she was absent, there is not another officer

+ within the Community Development to undertake the tasks involved
 in the coordmation of the public events application and approval
 process.

. applications may not be evaluated and apptoved in a timely manner.
The City should fran. oiher suitable officess o be able 1o vmdertake

. . and thereby increasing workforce flexibility.

Good busmess_pmcttcc provird;eiswthat in the absence of key peISOﬁnel

normal course of business is not disrupted.

Medium

) The City had not 1ec0gmsed trainin Iy requ.i.terr"u“:n“tsmfot other officers
to perform the role of the Administration and Events Officer.

In the absence of key personnel involved in the coordination of the
public event application and approval process, public event

the coordination of the public event application and approval process

Management Response

- Management
: Comment

~ Management Action

' Responsible Officer

: Action Date

, The recommendation is accepted.

Time will be scheduled to train another staff member identified by the
+ Manager on the framework and procedutes, once these have been :

finalised.

: Hannah Acason (Officer) — Maﬂon G]‘_EII].ICh (Managér')”

Tobe completed by 30 June 2011,

14



Q) GrantThornton

Swimming Pool -

Building Confirmation of Planning Conditions Check List

Criteria’

' Condition . "

" Risk Rating
Cause |

| Effect

. Recommendation

i BS18 Property Setvices Building Control Procedures requires the ;
! Building Sutveyor to confirm planning conditions, complefe the !
* Building Confirmation of Planning Conditions Check List before the l
i approval of a building license. ;
Thtough out examination of swimming pool applications, we noted I
‘ that the Building Confirmation of Planning Conditions Check List for |
‘ BA10/718 applications was not completed and signed off. :
\

1 Low
| Oversight.

1. Non-comphance with internal poﬁdcs and procedures; and

‘ 2. There is no evidence that the planning conditions are checked
with the planning approvals.

. Building Sutveyors be reminded to complete and sign off the Building |
Confirmation of Planning Conditions Check List. L

Management Response _

\ Management
. Comment
Management Action

" Responsible Officer

i Action Date

i The recommendation is accepted.

Buﬂdmgvaeyors have been reminded to conifiéte and sién off the :
Building Confirmation of Planning Conditions Check List. !

 Manager Property Services
" N/A — already actioned. o |
!
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Crﬁerla ST Fa Good busiaess praciice suggests that, where an approval is to be 7
T ' " | provided, the responsible party expresses such approval by signing the
- document.
_Condition: " "Through our examination of swimming pool applications, we noted

 that the following Building Licence Outstanding Requirement
. Checklists for swimming pool applications were mcomplete:

e BA10/811;
L e BA10/819; and

~®  BA10/595
: Risk Flati_ng Low
- Cause - The requirement to c011;plete the Buﬂéﬁng Licence Outstzmdmg;
o . Requirement Checklist were not priosities.
 Effect j Non compliance with internal pohcles and procedures.
Recommendation ‘That the requirements for the checklists to be ﬂcormi:;lreted and signed

. off be re-enforced to all administration officers.

‘ Ma_nagement - The recommendation is accepted.
 Comment
- Management Action A\ dministration Officers have been reminded of the requitements to :
- " complete and sign off Building Licence Outstanding Requirement
' Checklist.

Responsible Officer  Manager Property Services

- Action Date . N/A — already actioned.




Grant Thornton

Appendix A — Audit Evidence

‘The following documents and information were examined as part of this review.

- Documents Examined

'ES18 Property Services Building Control Procedures L !

 Commercial Events Factsheet Events

Events Apphcatlon Checkhst Events

Stteet Trad]ng Apphcahon Events -
Certificate of Electteal Comphance 7
Application to Consume Alcohol on Counal Prermses Events
Risk Management Plan Events

Fﬂmmg Application Events

Commumty and Not for Profit Event Factsheet B
 Structural Certlﬁcatc Bvents

City of Nedla.nds — I Ha]l Hue Apphcatlon 7
'Ground Booking Form (Casual Use}
 Public Buildings Inspection Report
! Application for Certificate of Approval

ngt@:ate of Electrcal Comp].tance
_Checldist — Health Department

City of Nedlands — Code of Conduct

- Organisational Clmrt

Job Description Form — Environmental Health Officer

Job Descdption Form — Administration and Events Ofﬂcer ;;,,,,,,,

Job Description Form ~ Manager Community Development

Job Description Form — Senior Customer Service Officer
]Ob Description Form — Senior Building Surveyor
ECU BExternal Event Assessment Form
F]rewotks in the City of Nedlands

. Road Closure Approval

17
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Swimming Pools Examined

BA10/468 _
BAlo/400 -
BA10/719

BA10/718
BA10/561
BA10/811
BA10/819
BA10/595

Pubiic Events Applications Examined

~ D11/294
 D10/23448
D10/24485
e e D10/14508
! D10/19790
D10/16504

Dio/tge70

18
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Appendix B — Personnel Who
Assisted with the Audit

The following City‘ of Nedlands personnel assisted with the audit

® Matthew Deal;

® Hannah Acason;

¢ Andtew Melville; -
® Chris Hammond; and
¢ Judy Denton.
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Cam Ansell

Partner

T +61 89480 2000

E cam.ansell@au.gt.com

Henry Vu

Consultant

T +61 89480 2000

E henry.vu@au.gt.com
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Mr Michael Cole

Director, Corporate Services
City of Nedlands

71 Strling Hwy
NEDLANDS WA 6009

6 April 2011

Dear Mr Cole
INTERNAL AUDIT - INVESTMENTS

I refer to the Audit Stratepy Statement dated 8 March 2011, which outlined the
scope of the internal audit of the City of Nedlands’ Investments

The matters raised in this report came to our attention during the course of
our review. Testing was conducted on a sample basis over a specific pedod of
time. ‘Therefore our report provides assurance regarding the operation
effectiveness of the actual controls tested. However, the possibility exists that
our report may not include all weaknesses that exist or improvements that may
be made where these reiate to controls not tested as part of this review.

Manapgement is responsible for maintining adequate controls over all levels of
operations. The City of Nedlands should therefore not zely solely on our
report to identify all weaknesses that may exist. Qur comments should be read
in the context of the scope of our work as detailed in the Audit Strategy
Statement. Suggestions for improvement should be assessed by the City of
Nedlands to their full commercial impact before they are implemented.

Chartered Accountants
Member firm within Grant Thomion Internalional Lid. Grant Thamton Ausiralla Limiled ABN 41 127 556 885

Grant Thomton Australla Limiied |5 2 member firm within Grant Thernlon Iniemalional Lid. Grant Thomton Inlernational Ltd and the
member{irms are not a worldwlde partnership. Grant Themilon Australla Limited, togelher with fts subsidiaries end related enlities, delivers
ils services independently in Australia.

Llability limited by & scheme approved under Professlonal Slandards Legisiation.

Private and Confidential

Internal Audit Services

Grant Thornlon Australiz Lid

ABN: 41 127 556 389

Level 110 Kings Park Road West
Perth WA 6005 PO BOX 570 West
Perlh WA 8872

T +61 8 0480 2000

F +61 8 3322 7787

E admin@gtwa.som.au

W vrnw.granithornton.com.au

This report has been prepared solely for the use of the City of Nedlands and
should not be quoted in whole or in part without our prior written consent.
No responsibility to any third party is accepted as the report has not been
prepared, and is not intended, for any other purpose.

We would like to thank City of Nedlands’ personnel for their assistance during
this review. Should you have any queties please do not hesitate to contract
Henry Vu or myself on 9480 2000.

Yours faithfully

A2 pe”

C GANSERLL
DIRECTOR

Enclosure
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Executive summary

Executive Summary

Overview In accordance with Section 6.14 of the LGA 1995 and its own Investment Policy, the City examines opportunities to invest
surplus funds in financial institutions that provide the best rate of return.

To minimise the risks associated with the investment of funds, the City’s policy limits the amount of funds that can be held in
any single financial institution to 30%, and outlines certain criteria which must be met in order for a financial institution to be
considered.

Currently, the City only holds term deposits in its investment portfolio, upon maturity the balances of these deposits ate either
rolled-over or drawn down against as required.

Objective The aim of this internal audit was to evaluate the effectiveness of the management of the City’s investments of surplus funds.

Link to Risk Assessment ‘The risks associated to inadequate and ineffective Investment Policy include:
* Loss of invested funds; and
* Ineffective investment of funds.

The scope of the engagement included:
* Evaluation of the adequacy of the City’s Investment policy; .
* Determining the City’s compliance with its internal and extetnal policies, procedures and guidelines; and

* Provision of appropriate recommendations for any matters identified through the audit review.

Methodology Our approach included:
* Familiatising ourselves with the City’s internal Investment Policy and external requirements;

* Review of the investment portfolio and associated documentation; and

* Assessing the adequacy and effectiveness of the City’s investment policy.

® 2011 Granl Thomton Australia Lid



Executive summary

Executive Summary (Cont.)

In our opinion, based on the interviews and evidence obtained, except for the matter identified, the City’s Finance Depattment
has adequate and effective controls to govern the management of the City’s investment of surplus funds.

Auditors Opinion

Overall, Management is satisfied the that effective controls are in place for the management of the City’s investment of surplus
funds in accordance with the Council’s Investment Policy.

Overall Management Comment

Rajah Senathirajah Michael Cole
Manager, Finance : Director, Carporate Services

©2011 Granl Thornion Austraflia Lt
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Findings

Findings

Significant On-Call Balance

Criteria

Risk Rating

Recommendation

Sound investment practice suggests that balance for “on-call” investments
should be kept at a minimum unless appropriate reasoning exists.

Condition

Testing revealed one investment with a significant on-call balance.
Investment 16, held with AMP has had an on-call balance in excess of
$250,000 since July 2010.

The balance is a residual amount from a term deposit that was drawn
down upon for other use. The residual balance was not rolled to another
term deposit and remained on-call. The interest rate of the on-call balance
has not moved from 5.2% since July 2010, although management has
-indicated that AMP has provided them with notification of an impending
rate rise.

Management could not provide an explanation as to the rationale behind
the balance.

Cause

Management oversight.

Effect

The possibility exists that the surplus funds could have been invested in an
alternate financial institution that provided a better effective rate to the

City.

© 2611 Granl Thomlon Ausiralia Lid

1. That the City should monitor all “on-call” balances above $40,000 to assess
whether a more suitable alternatives exist.

2. For any balances above §40,000, the City should provide some form of
documentation that acknowledges and provides reasoning for the balance.

Management Comment

The reasons for leaving $268,200 of Reserve Funds in the AMP on-call account
at the end of the June 2010:

1. 'The on-call account of AMP was yielding a better rate of interest than a TD
for 3 months from AMP.

2. The need to spread the investments actoss the financial institutions approved
by the Audit and Risk Committee.

3. The rate of 5.25% was within the range of 4.95 % to 6.05% obtained for
TDs with other financial institutions as at the end of June 2010, and the City
was told that the rate was to be reviewed from the end of August 2010.
Current rate of interest is 5.60 %, which is compatable to the 5.65% offered
by NAB for 90 days Tetm Deposit.

Management Action

Documentation with reasoning for retaining substantial balances 1 on-call

accounts to be kept on file.

Responsible Officer

Manager Finance

Action Date

1 April 2011
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Scope

A. Scope

For clarity in terms of the deliverables, set out below were the matters concerning the scope of the internal audit:

Scope Inclusions

* Evaluation of the adequacy of the City’s Investment policy;
* Determining the City’s compliance with its internal and external policies, procedures and guidelines; and

* Provision of appropriate recommendations for any matters identified through the audit review.

Scope Exclusions

Specific strategic advice in relation to the implementation of any best practices or audit recommendations.

© 2011 Granl Thomion Australia Ltd




Methodology

B. Methodology

The approach for the audit was as follows:

Familiarisation, Planning

* Reviewed the relevant sections of the LGA; and
¢ Obtained and reviewed the City’s internal investment policy.

Fieldwork

* Conducted meetings with the City’s management with respect to the investment process;

* Reviewed the City’s investment portfolio to ensure compliance with internal and external policies procedutes and guidelines; and

* Assessed the adequacy and effectiveness of the controls surrounding the monitoring 2nd management of the City’s investments of surplus funds, in particular:
o Appropriate delegation of authority; and
o Reporting.

Reporting

Developed appropriate recommendations for any matter identified through testing.

2011 Girant Thamton Australla Lid
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Risk Rating of Audit_ Findings

C. Risk Rating of Audit Findings

Findings resulting from our internal audit have been rated in accordance with the risk ratings as detailed below

Risk Rating Risk Description

Extreme Major strategic risk of high impact which threatens the organisation’s objective and should be addressed immediately. |

| Significant strategic risk should be addtessed as a matter of high priority. Controls are deficient ot ineffective and require
attention.

Moderate The risk has limited strategic impact but it is of sufficient concern and should be addressed as soon as possible.

The risk has minimal operational and strategic impact but exposure in the identified areas is undesirable.

Medium

Inconsequential impact. The risk 15 not a primary concern but opportunity to unprove the systems and processes that should be
addressed as a matter of course.

@ 2011 Granl Tharrden Australia Lid
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Inherent Limitations

D. Inherent Limitations

Due to the inherent limitations of any internal control structure it is possible that
errors of irregularities may occur and not be detected. An intetnal audit is not
designed to detect 2ll weaknesses in control procedures or all compliance failures as
it is not performed continuously throughout the period and the tests performed are
on a sample basis. As such, except to the extent of the sample testing perforted, it
is not possible to exptess an opinion on the effectiveness of the internal control
structure or its compliance.

Any projection of the evaluation of control and compliance procedures to future
periods is subject to the risk that the procedures may become inadequate because of
changes in conditions, or that the degree of compliance with them may deteriorate.

The internal audit findings expressed in this report have been formed on the above
basis. :

© 2011 Granl Thornlon Auslralia Lid



Appendices

E. Audit Evidence

The following documents and information were examined as patt of this
review.

Documents Examined

Council Policy Manual: Investment of Council Funds

Investment Report : 30 June 2010 — 28 Feb 2011

© 2411 Granl Thornlon Australia Ltd



Appendices

F. Personnel Who Assisted with the Audit

The following City of Nedlands’ personnel assisted with the audit:

Contact Persons

Michael Cole

Bianca Jones

Rajah Senathirajah

©2011 Grant Thornion Austrafia Ltd
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Mr Michael Cole

Director, Cotporate Services
City of Nedlands

71 Stisling Hwy
NEDLANDS WA 6009

20 Apsil 2011

Dear Mr Cole
INTERNAL AUDIT - PROCUREMENT

I refer to the Audit Strategy Statement dated 8 March 2011, which outlined the
scope of the internal audit of the City of Nedlands' procutement processes.

The matters raised in this report came to our attention durng the course of
our review. Testing was conducted on a sample basis over a specific period of
time. Therefore our report provides assurance regarding the operation
effectiveness of the zctual conrrols tested. However, the possibility exists that
our report may not include all weaknesses that exist or improvements that may
be made where these relate to controls not tested as part of this review.

Management is responsible for maintaining adequate contxols over 2ll levels of
operations, The City of Nedlands should therefore not rely solely on our
report to identify all weaknesses that may exist. Our comments should be read
in the context of the scope of our work as detailed in the Audir Strategy
Statement. Suggestions for improvement should be assessed by the City of
Nedlands to their full commercial impact before they are implemented.

Charteswd Accountants
Member fimn within Gramt Thermion Irtemational Ll Geant Themton Austrafia Limied ABN 41 127 556 369

Geant Thombon Austraiia Limited is & member fimn within Grasst Thomon Internafional Ltd, Grant Thomion Imemational Ltd and the
member firms are not a woddwida parnership, Grant Thontion Australia Limited, together with its subsidiaries and related entities, delivers
its services Independentyin Austraia.
“Liabity.Imited by & scheme approved under Pros

Standards L

© 201t Grant Thomlen Austrafia ttd | City of Nedlands - Procurement Audit { 20 Apnif 2011

Private and Confidential

Internal Audit Services

Grant Thomton Austrafia Lid

ABN: 41 127 556 388

Level 1 10 Kings Park Road West
Perth WA 6005 PO BOX 570 West
Perth WA 6572

T +61 8 9460 2000

F +6108 9322 7787

E admin@gtwa.com.au

W www,grantthornlen.com.aud

This report has been prepared solely for the use of the City of Nedlands and
should not be quoted in whole or in part without our prior written consent.
No responsibility 10 any third panty is accepted as the report has not been
prepared, and is not intended, for any other purpose.

We would like to thank City of Nedlands’ personnel for their assistance during

this review. Should you have any queries please do not hesitate to contact me
on 9480 2000.

Gt/

C G ANSERLL
DIRECTOR

Enclosure
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Section 1

Executive summary
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Executive summary

Executive Summary

Overyiew The Local Government Act 1995 and the Local Government (Functional and General Regulations) 1996 provides guidelines and
requirements in which City of Nedlands (the “City”} can make putchases of goods and services.

The City is to ensure that purchases are carried out in a fair and equitable manner and that value for money is obtained when
purchasing goods and services.

The Corporate Services Division is responsible for the City’s procurement activities and maintenance of the procurement policy.

Objective The objectives of the internal audit were to assess:
*The adequacy and cffecriveness of the City’s controls surrounding the procurement process; and
*Whether procurement activities complied with established internal and external policies, procedures and guidelines.

Link to Risk Assessment The procurement process subject to this internal audit were associated with the following risks:
*Authonty for payments has not been provided;
*Payments have not been made correctly;
*Duplication of payments made; and

*Inapproprate use of organisation’s resources.
pprop. ganis

The scope of the engagement included:

*Evaluation of the adequacy and effectiveness of the controls surrounding the procurement process;

*Review and evaluate the City’s procurement policies and procedures compliance with legislative requiremnents;

*Sample based testing to ensure compliance with documented internal and external policies, procedures and guidelines; and

*Provision of approptiate recommendations for any matters identified through the audit review.

Methodology The audit was conducted in accordance with the Standards for the Professional Practice of Internal Auditing and included the
undertaking of a desktop review, sample testing, and the conducting of interviews and site visits.

©2011Grant Thomion Australia Ltd | Cily of Nediands - Procurement Audit | 20 Aprl 2041



Executive summary

Executive Summary (Cont.)

Auditors Opinion In our opinion, based on the interviews and evidence obtained, except for the matters identified, the City’s Corporate Services
Department has adequate and effective controls to govern the procurement process of the City’s purchases of goods and
services.

OICIEIRNEREENED RO nlnlsH |l Management has reviewed the matters identified for improvement, and notes that in general they are due to new staff not being
fully conversant with the procurement and tendering procedures or resource constraints. Action will be taken over the next two
months to address the issues, including the assessment of the need for Procurement/ Compliance Coordinator.

Rajah Senathirajah Michael Cole
Manager, Finance Director, Corporate Serivces

© 2011Grant Thomion Australia Lid | Gity of Nedlands - Procurement Audit | 20 April 2011
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Findings
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Findings

Findings

1. Procurement Documentation Non-Compliance

Criteria Risk Rating

Coundil Policy Manual — KFA 5 Governance states that “All processes,
evaluations and decisions shall be transparent, free from bias and fully
documented in accordance with applicable policies and audit
requirements”.

Condition

Discussion with staff and sample based testing of procurement files
revealed that procurement records were not retained in accordance with
the City’s Procurement Procedures.

Observatons of procurement files maintained by the City’s staff revealed
inconsistent practices towards procurement quotation document
retention,

MODERATE
Review of the City’s electronic documnent record management system
indicated that procurement related documents were not stored in
accordance with the City’s record keeping requirements.

Cause

Suaff were unaware of the City’s record retention requirements in regards
to procurement.

Effect

In the absence of procurement records to substantiate purchase
decisions, it would be difficult for the City and its staff to demonstrate
that the correct procutement process was undertaken.

© 2011Grant Thomlon Ausfralia Lid | City of Ned!ands - Procurement Audit | 20 April 2011

Recommendation

1. That the City’s record retention requirernents be reinforced to all staff
involved in procurement activittes.

2. That a regular monitoring or review process over procurement records be
implemented.

Management Comment

1. Due to staff turnover it is possible that some of the officers who carry out
procurement activities are not fully conversant with the need to obtain
adequate number of quotations and the documentation of the quotations
and other relevant informadon.

2. Lack of resources have prevented regular monitoring of the proper
maintenance of quotations and other relevant documents.

Management Action

1. Issue Guidelines on Obtzining Quotations and Procurement
Documentation to all relevant staff.

2. Monitor compliance with Guidelines at regular intervals.

Responsible Officer

Manager Finance

Action Date

23 May 2011
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Findings

2. Lack of segregation of procurement duties

Criteria Risk Rating | Recommendation

Good business practice suggest that staff who prepares their own

That the duties for ordering, receiving, incurring and authorising should be
tequisitions should not be approving the invoice for payment.

segregated.

Condition
Management Comment

Interviews with Divisional Managers and Coordinatots revealed that
Purchase Authorising officers were raising their own requisitions and
approving the invoices for payment.

While agreeing that it is desirable to have the level of segregation
recommended, it is not practical with some of the Business Units due to
resource constraints. Managers and Co-ordinators are encouraged to train

Sample based payment testing revealed two instances where the officer
who raised the requisition order, authorised the payment of invoices.
The person raising the Requisition should be the appropriate person to receive
FI:7N Il the goods/services as she/he will best know if what has been delivered is what
was requested. Only persons with delegated authority can approve payment of
invoices, and this is independently verified before payments are made to
suppliers.

Management Action

Cause

Review the segregation of procurement and payment activities of the City.

Purchasing Authorisation officers were unaware of the requirement for

the segregation of ordering and authorising duties. Responsible Officer

Effect Director Corporate Services

. . . . . Acti
Inadequate segregation of duties provides for an opportunity to commit ction Date

and conceal fraudulent activities.

1 June 2011
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Findings

Findings

3. Invoices not paid in a timely manner

Criteria Risk Rating | Recommendation

Good business practice suggest that invoices should be paid within a
timely manner.

Condition

1. To ensure that staff purchasing are familiar with their applicable cost
codes/centre. Communicate the instruction to Authorising Officers for the
need to approve invoices for payment in a dmely manner.

2, Where practicable that invoices eligible for eatly payment discounts are

Sample based testing found that 7 out of 21 invoices were not paid to the identified and be given the higher priority in approval and processing,

vendor within the due dates specified on the invoice. In addidon 9 out of
21 invoices that did not specify the payment date were not paid within 30
days of the invoice date.

Management Comment

Apree with the recommendations. These have been brought to the attention of
relevant staff from time to time, but staff turnover coupled with inadequate

We also found three invoices where early payments discounts wete not s & L ;
monitoring have led to the situation noted by the Internal Auditor.

taken advantage of.

Management Action

Managers to be reminded of the need for timely payment of invoices, and of the
steps to be taken to minimise the causes for delay.

Cause Responsible Officer

1. Division delays in inveice payment authorisation. Director Corporate Services

2. Incorrect account numbers used. Action Date

3. Invoices with early payment discounts were not readily identified.

1 May 2011
Effect

1, Inability to capture early payment discounts.

2. Risk of overdue payment penalties.
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Findings

Findings

4. Goods/services control nen-compliance

Criteria

Purchasing Procedures — 2.6 Authorising Payment of Accounts states
that "The receiving officer must certify that all goods or service ordered
have been received".

Condition

Sample based testing found that for 6 out of 16 invoice transactions the
receiving officer did not certify the receipt of the goods and or service.

Cause

Staff oversight

Effect

1. Payment authorised for goods or services not yet received.

2. Non compliance with internal policies and procedures.

© 2011Grank Thomton AustralialLtd | City of Nediands - Procurement Audit | 20 April 2011

Risk Rating | Recommendation

1. Accounts Payable should not proceed for payment if the invoice is not
certified for the goods or service received.

ot services should be reinforced. :

2. ‘That the requirement for Authorising officers to certify the receipt of goods

Management Comment

Agree with the recommendations.

Management Action

Implement the recommendations.

Responsible Officer

Manager Finance

Action Date

Immediate

12




Findings

Findings

5. Signatory Autherity List not updated

Criteria

Good business practice suggest that the authorisation register be regularly
reviewed,

Condition

Our review of the City’s authorisation register indicated that the register
had not been maintained. The last identifiable review date for the
Technical Services Division of the Parks and Engineering Services
register was 5% June 2008.

Discussion with the City’s management revealed that there have been
staff artrition since this period, some of whom had been identified on the
delegation register.

Cause

The maintenance of the authorisation register was not deemed a high
priority.

Effect

In the absence of a maintained delegations register, there is 2 risk that

staff who are no longer authorised to approve expenditure may still do
so. :

& 2011 Granl Thomtan Auskralia Ltd | Gity of Nedlands - Procurement Audit | 20 April 2011

Risk Rating

Recommendation

1. That the authorisation register be reviewed on a more frequent basis for
example, once a month.

2. That Human Resources informs Corporate Services of staff movements to
facilitate the review process of the authordsation register.

Management Comment

The Register of Authorised Signatories for approving of payments was being
updated at the dme of the Audit, as there had been a number of staff changes
recently.

Management Action

Implement the recommendations.

Responsgible Officer

Manager, Finance and Manager Human Resources

Action Date

1 May 2011
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Findings

Findings

Coundil Poltcy- Manual KFAS Governmce srates that the City
“Ensures value for money when purchasing goods and services”.

Interviews with va;smna[ Mngm and (,oo:dmam:s rcvcaled that
there exist standing orders and or regular purchases from preferred
suppliers exceed perlods up to ten years without further market testing
since initial engagement.

1. The City may not be achieving the best value for money.
2. Non compliance with the quotation system.

"‘value for money” requirements of the City.

Where applicable, management should obeain quotétions p::io:'m
requisition approval to obtain vatue for money. -

2. That the requisition review checklist to include enquiries into the validity of
the reason for not abtaining quo_ta.tions where necessary.

Lack ef resources have p:z:vcnted the regular mmntonng of compliance with

Encourage Managers to carry out market testing on an annual basis for
services/products purchased regulasly.
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- Findings

Findings

....... aticl

Councll Pohcy Manual KPA 5 Governance that the Lity’ “Promotes That Corpmtc Services complete the Procurement Procedures.

effective governance and definition of roles and responsibilities™.

2. That Corporate Services develop Petty Cash’ Pu:chasmg Policy and
Procedures,

. Through ciascussmm we noted r.hat the procurement pmcedures were

incomplete, for example the incomplete parts inchuded. :

The City utllises WALGA's list of “Preferred bupphe:s for Products and

Services” list whenever possible. Finalisation of the Forms and Guidelines

~ was deferred pending the de-buggiog of the OLR process. This will now
be compleced.

a} Section 2.8 — Maintenance of the preferred supplier list; and
b) Forms and guidelines specified in the procedures.

2. We noted that the City did not have a documented Petty Cash Policy
and Procedures. However, through sample based testng and the
walkthrough of petty cash purchases, we have identified that staff

have a good local knowlcdgc of the: pettv cash putcha.scs Pmcess

2. . Pctty-Ca,éh procedures have been in the form of Guide Lines / Instructions
issued by the Director of Corporate Services from time to tme. These
need to be collated, reviewed 2nd documented as Petty Cash Policy and

11. Low prority given to Procurement Procedures completion.

2. Management overﬂght of Petty Cash Policy.

1. Inconsistens application of procurement processes,

2. In the absence of documented policy and procedures the local
knowledge may not be retained in the City.

1 June 2011
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Findings

The Tender Register must have the elements or informatgon spcciﬁécl
under the Local Government {Function and General) chul,auonh 1996,
Part 4, Division 2, Reg 17.

That Ivfanagemmt ensure through regular review thar all relevant detatls on the .

Tender Repister is complete and accurate,

This arose due to the earlier interpretation by Mmagemmt that projects
approved by Councll during the budget process, and included in the adopted
budget, implied a decision to call for tenders if the value of the project exceeded
$100,000.

It has since been clarified that a sepmte_décis_ion has to be made for each
tender, either by Council ot by Management under Delegated Authorty, and
particulars of this decision need to be recorded in the Tender Register. -

| Inspection of the C1ty’ s Tender Reg:tster found that it did not include
| particulars of the decision made to invite tenders and if applicable the
decision to seck expressions of mferest undex Repulation 21(1), of the
‘Local Government Regulations 1996.

 Action Date
b i L B i

] Non compliance with the legislation. 1 May 2011
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Scope

A. Scope

For clarity in rerms of the deliverables, set out below were the matters concerning the scope of the internal audit

Scape inclusions

* Evaluation of the adequacy and effectiveness of the controls surrounding the procurement process:
* Reviewed and evaluated the City’s procurement policies and procedures compliance with legislative requirements;
* Sample based testing to ensure compliance with documented intemal and external policies, procedures and guidelines; and

* Provision of appropsdate recommendations for any matters identified through the audit review

Scope Period

The period under view was 1 July 2010 to 28 February 2011.

Scope Exclusions

Strategic business advice in relation to the implementation of any best practice or audit recommendations.

© 2011Grant Thommon Australia Lid [ City of Nedlands - Procurement Audit | 20 April 2011
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Methodology

B. Methodology

The approach for the audit was as follows:

Familiarisation, Planning

* Reviewed the City’s procurement policies, procedures and guidelines;
* Reviewed the Local Government Act 1995; and
* Reviewed the Local Government (Function and General) Regulations 1996.

Fieldwork

* Conducted meetings with staff in the Corporate Service Division with respect to the audit process;
* Observed and documented relevant procedures used by personnel in the City in respect of the procurement process;
* Development and applications of a testing program which includes detailing controls and substantive testing in relation to the City’s procurement process; and

* Selected and obtained 2 sample of contracts and purchases to evaluate compliance with documented internal and external polices, procedures and guidelines.

Reporting

*Formulated conclusions on the adequacy of controls over the procurement function; and

*Developed appropriate recommendations for any matters identified through review.
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Risk Rating of Audit Findings

C. Risk Rating of Audit Findings

] i 4 i 3 i i
[EYER AR i §

Extreme Major strategic dsk of high impact which threatens the organisagion’s objective and should be addressed immediately.

Findings resulting from our internal audit have been rated 1n accordance with the risk ratings as derailed below

5

s Significant strategic risk should be addressed as a marter of high priotity. Controls are deficient or ineffective and reqﬁire
attendon. o '

Moderate The risk has limited strategic impact but it is of sufficient concern and should be addressed as soon as possible.

Medium The sk has mnumal opérationnl and strategic impact but exposutre in the identfied aregs is nndesirable.

Ineonsequential impact. The risk is not a primary concemn but opportunity to improve the systems and processes that should be
addressed as a matter of course,
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inherent Limitations

D. Inherent Limitations

Due to the inherent limitations of any internal control structure it is possible that
errors or irregularities may occur and not be detected. An internal audit is not
designed to detect all weaknesses in control procedures or all compliance failures as

it is not performed continuously throughout the period and the tests performed are

on 2 sample basis. As such, except to the extent of the sample testing performed, it
is not possible to express an opinion on the effectiveness of the internal control
structure or its compliance.

Any projection of the evaluation of control and compliance procedures to future
periods is subject to the risk thar the procedures may become inadequate because of
changes in conditions, or that the degree of compliance with them may deteriorate.

The internal audit findings expressed in this report have been formed on the above
basis,
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Appendices

E. Audit Evidence

The following documents and information were examined as part of this
review.

Documents Examined

Reviewed the Local Government Act 1995

Local Government (Function and General) Reguladons 1996

Notes to the City of Nedlands Compliance Review 2010

City of Nedlands Councdil Policy Manual

City of Nedlands Purchasing Procedures

Finance Operation of Corporate Credit Cards Policy

® 2011Granf Thomton Australia Ltd | Clty of Nedlands - Procurement Audit [ 20 April 201§
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Appendices

F. Personnel Who Assisted with the Audit

The following City of Nedlands” personnel assisted with the audit:

Contact Persons

Michael Cole — Director of Corporate Services

Rajah Senathirajah — Manager of Corporate Services

Marcus Sinden - Building Services Coordinator

Andrew Dickson — A/Manager, Parks

Maga Hulls — Engineedng Projects Coordinator

Wayne Mo — A/Manager, Engineering
Despina Swain — Library Services Coordinator

Nana Kurosaki — Graduate Accountant

Bianca Jones — Graduate Accounrant

Lynn Abbott — Finance Officer
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