AdelaideHills

COUNCIL

AUDIT COMMITTEE

NOTICE OF MEETING

To: Presiding Member Paula Davies
Members

Geoff Purdie

Peter Brass

Cr Malcolm Herrmann
Cr John Kemp

Notice is hereby given pursuant to the provisions under Section 87 of the Local
Government Act 1999 that the next meeting of the Audit Committee will be held on:

Monday 30 April 2018
6.00pm
36 Nairne Road, Woodside
A copy of the Agenda for this meeting is supplied under Section 87 of the Act.
Committee meetings are open to the public and members of the community are

welcome to attend. Public notice of the Agenda for this meeting is supplied under
Section 88 of the Act.

Andrew Aitken
Chief Executive Officer



Adelaide Hills
COUNCIL

AUDIT COMMITTEE

AGENDA FOR MEETING
Monday 30 April 2018
6.00pm
36 Nairne Road, Woodside

ORDER OF BUSINESS

Council Vision
Nurturing our unique place and people

Council Mission
Delivering activities and services which build a resilient community, sustain our built and
natural environment and promote a vibrant economy

1. COMMENCEMENT

2. APOLOGIES/LEAVE OF ABSENCE
2.1. Apology
2.2. Leave of Absence

2.3. Absent

3. MINUTES OF PREVIOUS MEETINGS
3.1. Audit Committee Minutes — 20 February 2018
Recommendation

That the minutes of the Audit Committee meeting held on 20 February 2018, as
supplied, be confirmed as an accurate record of the proceedings of that meeting.




Audit Committee

AGENDA

A

Adelaide Hills
COUNEIL

4. DELEGATION OF AUTHORITY
The Audit Committee operates in accordance with the relevant sections of the Local
Government Act 1999, and its Terms of Reference.

5. DECLARATION OF INTEREST BY MEMBERS OF THE COMMITTEE
6. OFFICER REPORTS
6.1. Action Report & Work Plan Update

6.2. Internal Financial Controls update
6.3. End of Year Financial Reporting Timetable
6.4. External Audit Plan
6.5. Quarterly Debtors Report
6.6. 2018-19 Draft Annual Business Plan and Budget
6.7. Risk Management Plan update
6.8. Internal Audit quarterly update
6.9. Strategic Internal Audit Plan
7. NEXT MEETING

The next ordinary meeting of the Audit Committee will be held at 6.00pm on 13
August 2018 to at 63 Mount Barker Road, Stirling.

8. CLOSE MEETING



2.2.

2.3.

ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

Presiding Member: Paula Davies

Members:

Geoff Purdie

Peter Brass

Cr Malcolm Herrmann
Cr John Kemp

In attendance:

Andrew Aitken Chief Executive Officer

Terry Crackett Director Corporate Services

Peter Bice Director Engineering & Assets

Lachlan Miller Executive Manager Governance & Performance
Mike Carey Manager Financial Services

Commencement

The meeting commenced at 6.00pm. The Chair welcomed Geoff Purdie to his first Audit
Committee Meeting as an Independent Member.

Apologies/Leave of Absence

Apology
Nil

Leave of Absence
Nil

Absent

Nil

Previous Minutes

Audit Committee Meeting— 6 November 2017

Moved Cr John Kemp AC18/1
S/- Peter Brass

That the minutes of the Audit Committee meeting held on 6 November 2017, as
distributed, be confirmed as an accurate record of the proceedings of that meeting.

Carried

Presiding Member 30 April 2018




ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

4. Delegation of Authority
In accordance with the Audit Committee Terms of Reference, the Committee has no
delegated decision-making powers. The Recommendations in Items 6.2 ‘Community Loans
Policy’, 6.3 ‘Long Term Financial Plan Review’ and 7.2 ‘Appointment of External Auditor’
are to be submitted to Council for adoption.

5. Declaration of Interest by Members of the Committee
Nil
6. Officer Reports
6.1. Action Report and 2018 Work Plan Update
Moved Peter Brass AC18/2

S/- Cr Malcolm Herrmann
The Audit Committee resolves that the:

1. Report be received and noted
2. Status of the Action Report and Work Plan be noted

Carried

6.2. Community Loans Policy

Moved Peter Brass AC18/3
S/- Cr John Kemp

The Audit Committee resolves:

1. That the report be received and noted

2. That the Community Loans Policy as provided at Appendix 1 be endorsed for
consideration by Council, with the addition of criteria regarding registration with
the Australian Charities and Not-for-profit Commission (ACNC) and compliance
with all governance requirements.

Carried

Presiding Member 30 April 2018




6.3.

6.4.

ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

Long Term Financial Plan Review

Moved Cr Malcolm Herrmann AC18/4
S/- Peter Brass

The Audit Committee:

N

Receives and notes the report.

Notes the updated Long Term Financial Plan.

Recommends Council endorse the Long Term Financial Plan, with addition of
commentary for key matters not included, as contained in Appendix 1 for
community consultation in accordance with Section 122 of the Local Government
Act 1999.

Carried
6.51pm Cr John Kemp left the meeting
6.55pm Cr John Kemp returned to the meeting
Budget Review 1
Moved Geoff Purdie AC18/5

S/- Peter Brass

The Audit Committee:

Resolves that the report be received and noted.

Notes that the Operating Budget variations presented in Budget Review 1 resulted
in a revised Operating Surplus for the 2017-18 financial year of $1.986m.

Notes that the proposed Capital Works variations provided for in Budget Review 1
included:

a. An increase in Capital Income of $568k

b. An increase in Capital Expenditure of $551k.

Notes the 2016-17 Capital Works carry forwards, including budget adjustments
amounts totalling $3.773m, as detailed in Appendix 2, were included in the
revised 2017-18 Budget.

Carried

Presiding Member

30 April 2018




ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

6.5. Budget Review 2

Moved Peter Brass AC18/6
S/- Cr John Kemp

The Audit Committee resolves to:

1. Receive and note the report.
2. Notes that the Operating Budget variations presented in Budget Review 2 have no
impact on the Operating Surplus for the 2017-18 year of $1.986m.
3. Notes the proposed Capital Program amendments that reduce net capital
expenditure by $1.536m resulting in a reduced Net Borrowings of $4.030m for
2017-18.
Carried
6.6. ICT & IS Strategic Plan 2017-2020
Moved Peter Brass AC18/7
S/- Cr John Kemp
The Audit Committee resolves that the report be received and noted.
Carried
6.7. Risk Management Update
Moved Peter Brass AC18/8
S/- Geoff Purdie
The Audit Committee resolves that the report be received and noted.
Carried
6.8. Internal Audit Quarterly Update
Moved Peter Brass AC18/9
S/- Cr John Kemp
The Audit Committee resolves:
1. To receive and note the report.
2. To approve the proposed changes to the Strategic Internal Audit Plan as contained
in Appendix 1.
Carried

Presiding Member 30 April 2018




ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

6.9. Quarterly Debtors Report

Moved Peter Brass AC18/10
S/- Cr John Kemp

The Audit Committee resolves that the report be received and noted.

Carried
6.10. Internal Audit Actions Implementation
Moved Geoff Purdie AC18/11
S/- Cr Malcolm Herrmann
The Audit Committee resolves:
1. To receive and note the report.
2. To note the implementation status of Internal Audit actions.
Carried
6.11. Implementation of External Audit Actions Progress Report
Moved Peter Brass AC18/12

S/- Cr Malcolm Herrmann

The Audit Committee notes the progress made on the items raised in BDO Completion
Report.

Carried

Presiding Member 30 April 2018




ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

Confidential Items

Internal Audit Actions Implementation — Exclusion of the Public

Moved Cr Malcolm Herrmann AC18/13
S/- Peter Brass

Pursuant to section 90(2) of the Local Government Act 1999 the Audit Committee (the
Committee) orders that all members of the public, except:

— CEO, Andrew Aitken

- Director Corporate Services, Terry Crackett

— Executive Manager Governance & Performance, Lachlan Miller
- Manager Financial Services, Mike Carey

be excluded from attendance at the meeting for Agenda Item 7.1 Internal Audit Actions
Implementation in confidence.

The Committee is satisfied that it is necessary that the public, with the exception of
Council staff in attendance as specified above, be excluded to enable the Committee to
consider the report at the meeting on the following grounds:

Section 90(3)(e) of the Local Government Act 1999, the information to be received,
discussed or considered in relation to this Agenda Item is matters affecting the security
of the council, council members or employees of the council, or council property, or the
safety of any person; the disclosure of which could reasonably be expected to result in
vulnerabilities to council’s information and communication technology being breached
and the security of council property and the safety of council employees and members
of the public may be impacted.

Accordingly, on this basis the principle that meetings of the Committee should be
conducted in a place open to the public has been outweighed by the need to keep the

information and discussion confidential.

Carried

Presiding Member 30 April 2018




ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

7.1.1. Internal Audit Actions Implementation — Confidential Item

Moved Geoff Purdie AC18/14
S/- Peter Brass

The Audit Committee resolves to receive and note the report.

Carried

Presiding Member 30 April 2018




ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

7.1.2. Internal Audit Actions Implementation — Period of Confidentiality

Moved Cr Malcolm Herrmann AC18/15
S/- Cr John Kemp

Subject to the CEO, or his delegate, disclosing information or any document (in whole or
in part) for the purpose of implementing the Committee decision(s) in this matter in the
performance of the duties and responsibilities of office, the Committee, having
considered Agenda Item 7.1 in confidence under sections 90(2) and 90(3)(e) of the Local
Government Act 1999, that an order be made under the provisions of sections 91(7) and
(9) of the Local Government Act 1999 that the report, related attachments and the
minutes of the Committee and the discussion and considerations of the subject matter
be retained in confidence until the Internal Audit actions have been addressed.

Pursuant to section 91(9)(c) of the Local Government Act 1999, the Audit Committee
delegates the power to revoke the confidentiality order either partially or in full to the

Chief Executive Officer.

Carried

Presiding Member 30 April 2018




ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
MINUTES OF MEETING 20 FEBRUARY 2018
63 MT BARKER ROAD, STIRLING

7.2. Appointment of External Auditor — Exclusion of the Public

Moved Peter Brass AC18/16
S/- Geoff Purdie

Pursuant to section 90(2) of the Local Government Act 1999 the Audit Committee (the
Committee) orders that all members of the public, except:

CEO, Andrew Aitken

Director Corporate Services, Terry Crackett

Executive Manager Governance & Risk, Lachlan Miller
Manager Financial Services, Mike Carey

be excluded from attendance at the meeting for Agenda Item 7.2: Appointment of
External Auditor in confidence.

The Council is satisfied that it is necessary that the public, with the exception of Council
staff in attendance as specified above, be excluded to enable the Committee to consider
the report at the meeting on the following grounds:

Section 90(3)(d) of the Local Government Act 1999, the information to be
received, discussed or considered in relation to this Agenda Item is commercial
information of a confidential nature (not being a trade secret) that would, on
balance, be contrary to the public interest, the disclosure of which could
reasonably be expected to prejudice the commercial position of the business
which supplied the information and to confer a commercial advantage on a third

party.

Accordingly, on this basis the principle that meetings of the Committee should be
conducted in a place open to the public has been outweighed by the need to keep the
information and discussion confidential.

Carried

Presiding Member

30 April 2018
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7.2.1. Appointment of External Auditor — Confidential Item

Moved Geoff Purdie AC18/17
S/- Peter Brass

The Audit Committee resolves:

That the report be received and noted

To recommend to Council the appointment of Galpins Accountants, Auditors and
Business Consultants for the provision of external audit services for a period of
three (3) years commencing with the audit for the financial year ending 30 June
2018, with an option of a further period of up to two (2) years, with an indicative
cost for the initial three (3) years of $64,000.

To recommend to Council that the proposed fee structure for Galpins
Accountants, Auditors and Business Consultants is appropriate to enable an
adequate audit to be conducted

To recommend to Council that the Chief Executive Officer be delegated to conduct
the final negotiations with regard to the composition and pricing of the external
audit contract and to execute all required documentation to give effect to
Council’s appointment of the external auditor.

Carried

Presiding Member

30 April 2018
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7.2.2. Appointment of External Auditor — Period of Confidentiality

Moved Cr Malcolm Herrmann AC18/18
S/- Peter Brass

Subject to the CEO, or his delegate, disclosing information or any document (in whole
or in part) for the purpose of implementing the Committee decision(s) in this matter in
the performance of the duties and responsibilities of office, the Committee, having
considered Agenda Item 16.1 in confidence under sections 90(2) and 90(3)(d) of the
Local Government Act 1999, that an order be made under the provisions of sections
91(7) and (9) of the Local Government Act 1999 that the report and related attachments
of the Committee and the discussion and considerations of the subject matter be
retained in confidence until the completion of the contract.

Pursuant to section 91(9)(c) of the Local Government Act 1999, the Audit Committee
delegates the power to revoke the confidentiality order either partially or in full to the
Chief Executive Officer.

Carried
8. Next Meeting
The next ordinary meeting of the Audit Committee will be held at 6.00pm on Monday, 30

April, 26 Onkaparinga Valley Road, Woodside.

9. Close Meeting
The meeting closed at 7.58pm.

Presiding Member 30 April 2018




ADELAIDE HILLS COUNCIL
AUDIT COMMITTEE MEETING
Monday 30 April 2018
AGENDA BUSINESS ITEM

Item: 6.1

Originating Officer: Lachlan Miller, Executive Manager Governance &
Performance

Responsible Director: Terry Crackett, Director Corporate Services

Subject: Action Report and 2018 Work Plan Update

For: Decision

SUMMARY

A formal Audit Committee Action Report is maintained to record the items requiring ‘actioning’ that
result from each of the Audit Committee meetings.

The Audit Committee Work Plan assists the Committee members and staff in scheduling both
discussion and reports to ensure appropriate coverage of the Committee functions over the 12

month period.

At its meeting on 6 November 2017, the Committee considered and adopted a Work Plan for 2018.

RECOMMENDATION
The Audit Committee resolves that the:

1. Report be received and noted
2. Status of the Action Report and Work Plan be noted

1. GOVERNANCE
> Strategic Management Plan/Council Policy

Goal Organisational Sustainability
Strategy Governance

Monitoring Audit Committee decisions and actions and the Committee’s Work Plan assist in
meeting legislative and good governance responsibilities and obligations

> Legal Implications

Page 1



Adelaide Hills Council — Audit Committee Meeting 30 April 2018
Action Report and 2018 Work Plan Update

Section 126 of the Local Government Act 1999 sets out the functions of an audit committee.
Management of Committee’s action items and work plan facilitates the achievement of
these functions.

> Risk Management Implications

The management of action items and the work plan will assist in mitigating the risk of:

Poor governance practices occur which lead to a loss of stakeholder (i.e. customer
and regulator) confidence and/or legislative breaches.

Inherent Risk Residual Risk Target Risk
Extreme (5C) \ Medium (3D) Medium (3D)

Note that there are many other controls that assist in mitigating this risk.
> Financial and Resource Implications

There are no direct financial or resource implications from this item.

> Customer Service and Community/Cultural Implications

Not applicable.

> Environmental Implications

Not applicable.

> Engagement/Consultation conducted with Council Committee, Regional Subsidiary,
Advisory Group, the Administration and Community

Consultation has occurred internally with Action and Work Plan responsible officers.

Council Committees: ~ Not Applicable

Advisory Groups: Not Applicable
Administration: Terry Crackett, Director Corporate Services
James Sinden, Manager ICT
Community: Not Applicable
2. BACKGROUND

Action Report
The Action List tracks the implementation of resolutions of the Audit Committee.

Work Plan
The functions of the Audit Committee are set out in part 7 (Role) of the Committee Terms
of Reference.

A Work Plan has been developed to assist the Committee members and staff in scheduling
discussion and reports to ensure appropriate coverage of the functions over the 12 month

period.

Page 2



Adelaide Hills Council — Audit Committee Meeting 30 April 2018
Action Report and 2018 Work Plan Update

The Audit Committee adopted a Work Plan for 2018 at its 6 November 2017 meeting.

6.1. -+ ActionReport,2017-Work-Plan‘Updateand-Adoptionof2018Work-Planf]
1
Moved-Peter-Brassq] AC45/174n
S/--CrJohn-KempH
1
The-Audit-Committee-resolves-thatthe:q
1

1. + Reportbereceived-andnotedq]

2. -+ Statusofthe-ActionReportandWork-Plan-benotedq]
3. » 2018-Work-Plan-beadoptedq]

1

H CarriedHH
1

3. ANALYSIS

Action Report

There are four outstanding items on the Audit Committee Action Report (Appendix 1)
which relate to the confidentially order applied to two confidential reports. These items
remain confidential and therefore both actions remain ‘in progress’.

Work Plan
As per the 2018 Audit Committee Work Plan (Appendix 2), the following items are
scheduled for the February (this) meeting:

Item Commentary

Internal Financial Controls update Refer ltem 6.2

End of financial year reporting timetable | Refer Item 6.3

External audit interim letter Refer Item 6.4 (External Audit Plan)

Debtors Report Refer Item 6.5

Budget Review 3 Budget review 3 will be ready early May and

due to the timing of Audit Committee will go
straight to Council

Draft Annual Business Plan Refer Item 6.6
Risk Management Plan update Refer Item 6.7
Internal Audit quarterly update Refer Item 6.8
Internal Audit Plan review Refer Item 6.9 (Strategic Internal Audit Plan

Corporate Planning & Performance Framework

One of the key projects for the Governance & Performance Department (and a CEO
Performance Target) for 2017/18 is the development of a Corporate Planning &
Performance Framework.

While the Framework is still being developed, a diagram of the Framework is provided at
Appendix 3 for the Committee’s discussion. The draft Framework will be considered by
Council at its 22 May 2018 meeting.

Page 3



Adelaide Hills Council — Audit Committee Meeting 30 April 2018
Action Report and 2018 Work Plan Update

4. OPTIONS
The Committee has the following options:

l. To note the status of the Action Report and Work Plan as presented.
Il. To alter or substitute elements of the Action Report and/or Work Plan/s.

5. APPENDICES
(1)  Audit Committee Action Report

(2) 2018 Audit Committee Work Plan
(3) Draft Corporate Planning & Performance Framework

Page 4



Appendix 1

Audit Committee Action Report




Res No. Item Name Action Required (Council Resolution) Responsible Responsible Officer Status Date of Update Est. Completion Comments

Director
13/02/2017 AC16/17 ICT Security Risk Assessment Terry Crackett James Sinden In Progress 19/03/2018 31/05/2018 Retain in confidence until additional security measures are undertaken. Work
Action Implementation That the report, related attachments, the minutes is progressing with consultants to deliver and progress with activities to close
Update - Period of of Committee and the discussion of the out recommendations from the assessment.
Confidentiality subject matter be retained in confidence untillCT Confidentiality period extended on 12/12/17 to remain confidential until
Security 06/11/2018.

Risk Assessment actions have been addressed

6/11/2017 AC60/17 Internal Audit Actions Terry Crackett James Sinden In Progress 19/03/2018 31/05/2018 Retain in confidence until additional security measures are undertaken. Work
Implementation - Period of  That the report, related attachments, the minutes is progressing with consultants to deliver and continues to progress with
Confidentiality of Committee and the discussion of the activities to close out recommendations from the assessment.

subject matter be retained in confidence until the
Internal Audit Actions have been addressed.

20/02/2018 AC18/3 Community Loans Policy Terry Crackett Mike Carey Completed 16/03/2018 27/02/2018 Community Loan Policy updated for Audit Committee comments and
That the Community Loans Policy as provided at endorsed for community consultation by Council on 27 February 2018
Appendix 1 be endorsed for consideration by
Council, with the addition of criteria regarding
registration with the Australian Charities and Not-
for-profit Commission (ACNC) and compliance with
all governance requirements

20/02/2018 AC18/4 Long Term Financial Plan Recommends Council endorse the Long Term Terry Crackett Mike Carey Completed 16/03/2018 27/02/2018 LTFP updated for commentary for key matters raised by Audit Committee and
Review Financial Plan, with addition of commentary for key presented to Council for endorsement at 27 February 2018 Council Meeting.
matters not included, as contained in Appendix 1
for community consultation in accordance with The draft LTFP is currently our for consultation and will be subsequently
Section 122 of the Local Government Act 1999 considered by Council during April 2018.
20/02/2018 AC18/4(2) Appointment of External To recommend to Council the appointment of Terry Crackett Lachlan Miller Completed 16/03/2018 27/02/2018 Recommendation considered and approved by Council at its 27 February 2018
Auditor Galpins Accountants, Auditors and Business meeting.

Consultants for the provision of external audit
services for a period of three (3) years commencing
with the audit for the financial year ending 30 June
2018, with an option of a further period of up to
two (2) years, with an indicative cost for the initial
three (3) years of $64,000.

20/02/2018 AC18/4(3) Appointment of External To recommend to Council that the proposed fee Terry Crackett Lachlan Miller Completed 16/03/2018 27/02/2018 Recommendation considered and approved by Council at its 27 February 2018
Auditor structure for Galpins Accountants, Auditors and meeting.
Business Consultants is appropriate to enable an
adequate audit to be conducted

20/02/2018 AC18/4(4) Appointment of External To recommend to Council that the Chief Executive  Terry Crackett Lachlan Miller Completed 16/03/2018 27/02/2018 Recommendation considered and approved by Council at its 27 February 2018
Auditor Officer be delegated to conduct the final meeting.
negotiations with regard to the composition and
pricing of the external audit contract and to
execute all required documentation to give effect
to Council’s appointment of the external auditor

20/02/2018 AC18/15 7.1.mternal Audit Actions That the report, related attachments and the Terry Crackett Lachlan Miller In Progress 15/04/2018 30/06/2018 Discussions with the Manager ICT have identified that implementation of
Implementation - Release of minutes of the Committee and the discussion and actions is progressing steadily and should be be completed in the coming
Confidentiality Order considerations of the subject matter be retained in months. At which time the confidentiality order can be considered for
confidence until the Internal Audit actions have release.

been addressed



20/02/2018 AC18/4(4) Appointment of External That the report and related attachments of the Terry Crackett Lachlan Miller
Auditor - Release of Committee and the discussion and considerations
Confidentiality Order of the subject matter be retained in confidence
until the completion of the contract

In Progress 15/04/2018 30/03/2021 Given the commercial in confidence information, the release of the
confidentiality order is unlikely to occur for 3-5 years depending on whether
the option under the contract is exercised.

Nevertheless the cost of Statutory Audit services is reported in the Annual
Report.
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2018 Audit Committee Work Plan




ADELAIDE HILLS COUNCIL AUDIT COMMITTEE
2018 Work Plan and Reporting Schedule

2018

Terms of Reference
Financial Reporting Long term financial plan forecast economic indicators Annual

Draft Annual Business Plan Annual

Budget Review 1 Annual

Budget Review 2 Annual

Budget Review 3 Annual

Budget Review 4 (s10) Annual

End of financial year reporting timetable Annual

End of financial year update Annual

Final Annual Financial Statements (incl management representation letter)  Annual

Draft Annual Report Annual
Internal Control and Risk [Placement of Council’s insurance portfolio (for noting) Annual
Management Internal Financial Controls update Bi-annual

Risk Management Plan update Quarterly

Results of LGA Risk Management Review Annual

Implementation of LGA Risk Management Review Action Plan Bi-annual
Internal Audit Internal Audit quarterly update Quarterly

Internal audit reports As required

Implementation of internal audit actions progress report Bi-annual

Internal Audit Plan review Annual
External Audit External audit interim letter Biannual letter

Implementation of external audit actions progress report Bi-annual

External Audit Plan review Annual

Meeting attendance by external auditors Annual in camera

Review of auditor independence and legislative compliance Annual

Balance date audit management letter (Completion Report) Annual draft
[Whistleblowing |Whistleblowers Policy review Triennial | \ \ \
Other Business Audit Committee self assessment review Annual

Whistleblowers protection procedure review Biennial N/A

Chairperson'’s report Annual

Work Plan and Reporting Schedule Annual

Audit Committee Meeting Dates Annual

Service Improvement Benefits Realisation Report Bi-annual

Debtors Report Quarterly

Terms of Reference Annual

Version Control: v1.0 - approved by Audit Committee - 06/11/2017
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Draft Corporate Planning & Performance
Framework
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ADELAIDE HILLS COUNCIL
AUDIT COMMITTEE MEETING
Monday 30 April 2018
AGENDA BUSINESS ITEM

Item: 6.2

Originating Officer: Mike Carey, Manager Financial Services
Responsible Director: Terry Crackett, Director Corporate Services
Subject: Internal Financial Controls Update

For: Information

SUMMARY

Council’s external auditors are required to provide an opinion on internal controls in accordance with
S125 of the Local Government Act 1999.

This report presents an update to the Committee on the Internal Control Framework for the year
ended 30 June 2018

RECOMMENDATION

That Audit Committee receives and notes the report.

1. GOVERNANCE
> Strategic Management Plan/Council Policy

Goal Organisational Sustainability
Strategy Governance

Updating the internal controls framework assists in meeting legislative and good
governance responsibilities and obligations.

> Legal Implications
Work on the Internal Controls Framework is being undertaken in conjunction with Part 3 —

Accounts, Financial Statements and Audit, Local Government Act 1999 and Part 6 — Audit,
Local Government (Financial management) Regulations 2011.



Adelaide Hills Council — Audit Committee Meeting 30 April 2018
Internal Financial Controls Update

> Risk Management Implications

The implementation of the Internal Financial Control Model will assist in mitigating the risk
of:

Internal control failures occur which leads to greater uncertainty in the achievement
of objectives and/or negative outcomes.

Inherent Risk Residual Risk Target Risk

Medium (3C)

Note that there are many other controls that assist in mitigating this risk.

> Financial and Resource Implications

Satisfactory internal financial controls provide the foundation for all of Council’s financial
management and reporting.

> Customer Service and Community/Cultural Implications
Not applicable.

> Environmental Implications

Not applicable.

> Community Engagement/Consultation

Not applicable.

2. BACKGROUND

Councils are required to have "appropriate policies, practices and procedures of internal
control". In addition, Council audit committees are required to monitor the adequacy of all
a Council's "accounting, internal control, reporting and other financial management

systems and practices".

Like the audit opinion of annual financial statements, the internal controls opinion is
provided to a Council and becomes a public document, to be published with a Council’s
financial statements along with the financial statements audit opinion.

When forming an internal controls opinion, auditors must refer, as a benchmark, to the
Better Practice Model - Internal Financial Controls as updated from time to time and
published by the LGA on advice from the SA Local Government Financial Management
Group.



Adelaide Hills Council — Audit Committee Meeting 30 April 2018
Internal Financial Controls Update

3.

ANALYSIS

As previously advised for the 2017-18 financial year an updated Better Practice Model for
Internal Controls has been approved by the Minister for Local Government from 1 July
2017.

This update provides a roadmap to a more risk based approach to ensuring a robust
financial internal controls environment by allowing Councils to document and assess the
internal financial controls that relate to a particular financial risk to the extent that they
mitigate that risk to an acceptable level. This refocuses Council’s internal financial control
activities and monitoring systems largely on the extreme and high financial risks as
identified by the Council’s risk tolerance framework.

This is likely to reduce the number of controls that councils review and assess on an
ongoing basis from the current 192 down to 90 or so as a result of this revised risk based
approach.

It is noted that the controls implemented will still depend on the inherent risk assessment,
the residual risk given controls already in place and the risk tolerance of the organisation.

To assist in Council’s review of Internal Controls, Adelaide Hills Council uses a product called
ControlTrack which is used by a significant number of Councils across the State. An
updated version is about to be uploaded to provide Council with the ability to add the
Better Practice Model 2017 to our Risk and Controls already populated in previous years.

Further, key staff are about to commence training using the updated Control Track system
with the view that this will allow Council to complete its review of Council’s high risk and
the associated controls in place prior to the 2017-18 External Audit interim visit focusing on
Internal Controls.

Future reporting to the Audit Committee will include updates from the Control Track
system used to monitor our controls and agreed actions.

OPTIONS

Audit Committee is limited to receiving and noting this report.



ADELAIDE HILLS COUNCIL
AUDIT COMMITTEE MEETING
Monday 30 April 2018
AGENDA BUSINESS ITEM

Item: 6.3

Originating Officer: Mike Carey, Manager Financial Services
Responsible Director: Terry Crackett, Director Corporate Services
Subject: 2017/18 End of Year Financial Reporting Timetable
For: Information

SUMMARY

The Audit Committee usually receives an Audit Plan from Council’s external auditors setting out their
scope and responsibilities for the financial year audit at the February Audit Committee meeting.

Due to the timing of the appointment of the new External Auditors, Galpins Accountants, Auditors
and Business Consultants (Galpins) are currently preparing their External Audit Plan concurrently
with this report. In support of this Plan a draft timetable has been prepared to guide the end of year
reporting process and included as Appendix 1.

The timetable has been prepared on the basis of preliminary discussions with Galpins and previous
experience with preparation of the financial statements thus reflecting similar timelines to the
previous financial year.

RECOMMENDATION

That the Audit Committee:

1. Receives and notes the report.
2. Endorses the proposed end of year reporting timetable for 2017/18.

1. GOVERNANCE
> Strategic Management Plan/Council Policy

Goal 5 Organisational Sustainability
Strategies Risk and Responsibility (Legal Compliance)

The Council is committed to open, participative and transparent decision making and
administrative processes.
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Adelaide Hills Council Audit Committee Meeting 30 April 2018
End of Year Financial Reporting Timetable

> Legal Implications

Council is required to prepare audited annual Financial Statements in accordance with the
Local Government Act 1999, and the Local Government (Financial Management)
Regulations 2011.

> Risk Management Implications

Failure to complete the year end reporting process within the timetable can result in
increased financial, compliance and reputational risk.

The complete the year end reporting and audit processes within the legislative timeframes
will assist in mitigating the risk of:

Poor governance practices occur which lead to a loss of stakeholder (i.e. customer
and regulator) confidence and/or legislative breaches.

Inherent Risk Residual Risk Target Risk
| Medium (3D) Medium (3C)

> Financial and Resource Implications

The end of year financial reporting process ensures the timely production of the Annual
General Purpose Financial Reports. These are required for the Annual Report and can
impact on Council’s ability to secure future grant and loan funding.

> Customer Service and Community/Cultural Implications

Not applicable.

> Environmental Implications

Not applicable.

> Community Engagement/Consultation

Council’s audited financial statements are provided to the community in its Annual Report.

2. BACKGROUND

The Audit Committee usually receives an Audit Plan from Council’s external auditors setting
out their scope and responsibilities for the financial year audit at the February Audit
Committee meeting.

However this was delayed as a result of the expiry of the external audit services contract

following the completion of the 2016/17 audit, whereby an open tender process was
initiated to contract a suitable firm for the provision of external audit services.
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Adelaide Hills Council Audit Committee Meeting 30 April 2018
End of Year Financial Reporting Timetable

Galpins have been approved for appointment as Council’s External Auditor for a period of
three (3) years commencing with the audit for the financial year ending 30 June 2018, with
an option of a further period of up to two (2) years.

Galpins are currently preparing their External Audit Plan which will be tabled as a separate
report to the Audit Committee at the 30 April 2018 meeting (Item 6.4).

3. ANALYSIS

Given that the External Audit Plan is being prepared concurrently with this report, a draft
timetable has been prepared on the basis of available information and previous experience
with preparation of the financial statements.

The draft timetable allows some flexibility in terms of the timing of key activities during
September and October, and is intended to produce the Annual General Purpose Financial
Reports for adoption by Council at its meeting on 23 October 2018.

The statutory limit for adoption of the Annual General Purpose Financial Reports is
30 November 2018, but it is considered preferable to leave some time prior to this date to
allow for any potential delays and to facilitate the production of the Annual Report.

The noting by the Audit Committee of Galpins’ External Audit Plan covering the proposed
scope of works and timing of the 2017/18 Audit at the 30 April meeting will allow the End
of Year Financial Reporting timetable to be updated to incorporate any changes prior to 30
June. Further, the End of Year Financial Reporting Timetable is scheduled to be
represented to the Audit Committee Meeting in August 2018 to provide an update on
progress and ensure Council is on track with terms of completion of the annual financial
statements.

4. OPTIONS
The Committee has the following options:

l. To note the draft timetable as prepared (Recommended).

Il. To make additional comments or suggestions for Financial Services staff to consider
prior to finalising the timetable and the external audit visit (Not Recommended).

5. APPENDICES

(1) 2017/18 End of Year Financial Reporting Timetable
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2017/18 End of Year Financial Reporting Timetable




ADELAIDE HILLS COUNCIL
FINANCIAL REPORTING TIMETABLE, 2017/18

Week Commencing/
Specific Date

Description

Statement of Financial Position Date 30/06/2018

Mon 25-Jun
Last payrun for 2017/18 FY, EQOY Payment Summaries, YE cut-off

Fri 29-Jun and Mon 2-Jul Stock Takes and Petty Cash counts

Mon 9-Jul Commence capitalisation

Mon 16-Jul Accrue Final Pay(s); Bank Reconciliation; High risk control account reconciliations
Mon 23-Jul Close June Creditors; Accruals; Commence capitalisation

Thu 2-Aug Audit Committee Report preparation for Audit Committee - Timetable Update

Year end prepayments and grants reconciled
Update provisions for remediation & employees

Mon 6-Al
ue Progress Fixed Asset Revaluation, Depreciation and Reconciliation
Finalise remaining Statement of Financial Position Reconciliations
Audit Committee Meeting (13 Au,
Mon 13-Aug : g ( g)
Timetable Update
ELT Report (16 Au
Thu 16-Aug . port( . .g) i
Discuss EQY Position - Preliminary and Carry Forwards
Thu 16-Aug Council Report due for 28 August 2018 Meeting
Mon 20-Aug Review and finalise notes to Statutory Accounts; Update for subsidiary results
Mon 27-Aug Review reserves accounting (Revaluations and CWMS)
Council Meeting (28 August
Tue 28-Aug . g = ) .
Council Report 2017/18 Preliminary End of Year Results and Carry Forwards
Mon 10-Sep Analytical review and full year budget comparison of operating accounts
Fri 14-Sep Prescribed Day for Finalisation of Annual Financial Statements to Auditors
Thu 27-Sep Audit Committee Report preparation for Audit Committee - Annual Financial Statements
Audit C ittee Meeti 8 Oct
Mon 8-Oct udit Committee Mee .lng (. ) .
Draft 2017/18 Annual Financial Statements for adoption
Mon 8-Oct Annual Report Preparation
Thu 11-Oct Report preparation for Council - Annual Financial Statements & End of Year Financial Results
Tue 23-Oct Council Meeting (23 Oct)
2017/18 Annual Financial Statements for adoption for Annual Report inclusion and End of Year Financial Results
Thu 25-Oct Report preparation for Audit Committee - Annual Report

Audit Committee Meeting (5 Nov)
Mon 5-Nov Draft 2017/18 Annual Report for Council adoption by 30 Nov
Annual report issued to Council for consideration after review by Audit Committee

Mon 12-Nov Annual Report final design amendments

Thu 15-Nov Council Report due for Council Meeting 27 November - Annual Report for Adoption & BR1

Council Meeting (27 Nov)

Tue 27-N
ue oV 2017/18 Annual Report for adoption & BR1

Fri 30-Nov Submit Financial Statements to Minister (by 30 Nov)




ADELAIDE HILLS COUNCIL
AUDIT COMMITTEE MEETING
Monday 30 April 2018
AGENDA BUSINESS ITEM

Item: 6.4

Originating Officer: Lachlan Miller, Executive Manager Governance &
Performance

Responsible Director: Terry Crackett, Director Corporate Services

Subject: 2017/18 External Audit Plan

For: Decision

SUMMARY

At its 20 February 2018 meeting, the Committee considered an item in confidence to appoint the
External Auditor and made a recommendation to Council for the appointment of Galpins
Accountants, Auditors and Business Consultants (Galpins) for the provision of external audit services
for a period of three (3) years commencing with the audit for the financial year ending 30 June 2018,
with an option of a further period of up to two (2) years. Further the Committee recommended
further negotiations with the preferred contractor regarding the fee structure and audit team
composition.

Negotiations have progressed well with Galpins and the final contract is due to be executed (at the
time of writing) in the next few days.

In anticipation of contract execution, Galpins has submitted a 2017/18 External Audit Plan
(Appendix 1) and will be attending the Audit Committee meeting to present to the Committee.

RECOMMENDATION
The Audit Committee resolves:
1. That the report be received and noted

2. To recommend to Council the scope of work and timing of the 2017/18 External Audit by
Galpins Accountants, Auditors and Business Consultants as contained in Appendix 1.

1. GOVERNANCE
> Strategic Management Plan/Council Policy
Goal Organisational Sustainability

Strategy Risk and responsibility
Strategy Governance



Adelaide Hills Council — Audit Committee Meeting 30 April 2018
2017/18 External Audit Plan

External audit is a key accountability function to the community regarding the financial
governance of the organisation.

> Legal Implications

Chapter 8 — Administrative and financial accountability, Division 4 — Audit of the Local
Government Act 1999 and Part 6 - Audit of the Local Government (Financial Management)
Regulations 2011 set out the requirements regarding the appointment of the external
auditor and the conduct of the audit.

> Risk Management Implications

The appointment of the external auditor consistent with the requirements of legislation
assists in mitigating the risk of:

Poor governance practices occur which lead to a loss of stakeholder (i.e. customer and
regulator) confidence and/or legislative breaches.

Inherent Risk Residual Risk Target Risk

Medium (3D) Medium (3D)

Note that there are many other controls that assist in mitigating this risk.

> Financial and Resource Implications

Council makes a budget allocation each year for the expenses associated with the conduct
of the external audit.

The external audit function is managed by the Governance & Performance Department
although the Finance Services Department is most significantly impacted throughout the
external audit process.

> Customer Service and Community/Cultural Implications

There is a high expectation that Council’s accounts are audited by appropriately qualified
and independent external auditors.

> Environmental Implications
Not applicable

> Engagement/Consultation conducted with Council Committee, Regional Subsidiary,
Advisory Group, the Administration and Community

Consultation on the development of this report was as follows:

Council Committees:  Not Applicable

Workshops: Not Applicable
Advisory Groups: Not Applicable
Administration: Terry Crackett, Director Corporate Services

Lachlan Miller, Executive Manager Governance & Performance



Adelaide Hills Council — Audit Committee Meeting 30 April 2018
2017/18 External Audit Plan

Mike Carey, Manager Financial Services
Community: Not Applicable

2. BACKGROUND

At its 20 February 2018 meeting, the Committee considered an item in confidence to
appoint the External Auditor, the minutes of that meeting (which are not confidential) are:

7.2.1. Appointment of External Auditor — Confidential Item

Moved Geoff Purdie AC18/17
S/- Peter Brass

The Audit Committee resolves:

1. That the report be received and noted

2. To recommend to Council the appointment of Galpins Accountants, Auditors and
Business Consultants for the provision of external audit services for a period of
three (3) years commencing with the audit for the financial year ending 30 June
2018, with an option of a further period of up to two (2) years, with an indicative
cost for the initial three (3) years of $64,000.

3. To recommend to Council that the proposed fee structure for Galpins
Accountants, Auditors and Business Consultants is appropriate to enable an
adequate audit to be conducted

4, To recommend to Council that the Chief Executive Officer be delegated to conduct
the final negotiations with regard to the composition and pricing of the external
audit contract and to execute all required documentation to give effect to
Council’s appointment of the external auditor.

Carried

A report was prepared for the 27 February 2018 Council meeting and it was resolved:

19.4, Appointment of External Auditor — Confidential ltem

Maved Cr Malcolm Herrmann 60/18
§/- Cr Jan Loveday

Council resolves:
1. That the report be received and noted

2. To appoint Galpins Accountants, Auditors and Business Consultants for the
provision of external audit services for a period of three (3) years commencing
with the audit for the financial year ending 30 June 2018, with an option of a
further period of up to two (2) years, with an indicative cost for the initial three (3)
years of $64,000.

3. To delegate to the Chief Executive Officer to conduct the final negotiations with
regard to the composition and pricing of the external audit contract and to
execute all required documentation to give effect to Council’s appointment of the
external auditor.

Carried Unanimously |




Adelaide Hills Council — Audit Committee Meeting 30 April 2018
2017/18 External Audit Plan

Negotiations have progressed well with Galpins and the final contract is due to be executed
( at the time of writing) in the next few days.

3. ANALYSIS

The composition of External Audit Team has been revised following the Committee’s
request to have more seniority built into the Team, and comprises the following:

Tim Muhlhausler (Lead Engagement Partner)

Luke Williams (Quality review Partner)

Juliano Freitas (Audit Manager)

Pascal Marrot-Castellat (Local Government Audit Specialist)
Zoe Hoang (Senior Analyst)

Doris Liang (Analyst)

In anticipation of contract execution, Galpins has submitted a 2017/18 External Audit Plan
(Appendix 1) and will be attending the Audit Committee meeting to present to the
Committee.

4. OPTIONS
The Committee has the following options:

l. To recommend to Council the scope of work and timing of the 2017/18 External
Audit by Galpins Accountants, Auditors and Business Consultants as contained in
Appendix 1. (Recommended)

Il. To seek amendments to the the scope of work and timing of the 2017/18 External
Audit by Galpins Accountants, Auditors and Business Consultants as contained in
Appendix 1. Seeking amendment may impact on the timeliness and/or cost of
External Audit service provision(Not Recommended)

5. APPENDICES

(1) 2017/18 External Audit Plan
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2017/18 External Audit Plan




ADELAIDE HILLS COUNCIL

2017/18 AUDIT PLAN — EXTERNAL AUDIT

Audit Areas / Business Cycles / Audit Approach

26/04/2018

Local Expertise : Real Access
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1. AUDIT SCOPE

Report on the Audit of the Financial Report

We have to audit the financial report of Adelaide Hills Council, which comprises the statement of financial position as at 30 June 2018, the statement of profit
and loss and other comprehensive income, the statement of changes in equity and the statement of cash flow for the year then ended, and notes to the
financial report, including a summary of significant accounting policies, and the certification of the financial statements.

We are to provide an audit opinion whether the financial report of Adelaide Hills Council, presents fairly, in all material respects, the Council’s financial position
as at 30 June 2018 and its financial performance for the year ended on that date in accordance with Australian Accounting Standards, the Local Government
Act 1999, and the Local Government (Financial Management) Regulations 2011.

Internal Controls Opinion

We have to undertake a reasonable assurance engagement on the design and the operating effectiveness of controls established by the Adelaide Hills Council
in relation to financial transactions relating to the receipt, expenditure and investment of money, acquisition and disposal of property and incurring of
liabilities, throughout the period 1 July 2017 to 30 June 2018 relevant to ensuring such transactions have been conducted properly and in accordance with
law.

We are to provide an opinion whether, in all material respects:
= the controls established by Council in relation to financial transactions relating to the receipt, expenditure and investment of money, acquisition and
disposal of property and incurring of liabilities were suitably designed to ensure such transactions have been conducted properly and in accordance

with law; and

= the controls operated effectively as designed throughout the period from 1 July 2017 to 30 June 2018

2017/18 — Audit Plan — External Audit — Adelaide Hills Council - pg 3



2. AUDIT METHODOLOGY

Our financial statements Audit Methodology is a risk based methodology consisting of four main stages — Audit Planning, Internal Controls, Substantive
Procedures and Completion. The stages are managed in an environment of ongoing monitoring and review and consultation with stakeholders.

Financial Statements Audit Methodology

Audit Internal Substantive

, Completion
planning controls procedures

Understand Conclude on Reassess

Reportin
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testing procedures
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We conduct our audits in accordance with the requirements of Australian Auditing Standards and Auditing Guidance Statements adopted from time to time
by CPA Australia and The Institute of Chartered Accountants in Australia.
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3. AUDIT PLANNING

Understanding the entity and inherent risks

We research and document the Council’s nature of operations, industry, regulatory environment, legislative responsibilities, financial reporting environment,
understanding of use of information technology, capital investment, critical accounting policies and process of reviewing the Council’s financial performance.
This understanding enables us to identify the initial inherent risks. Structured interviews with management will also be carried out to identify other inherent
risks.

Planning analytical review

The planning analytical review will help us to identify the existence of unusual transactions or events that may represent a risk of material misstatement. Our
planning analytical review will also assist us to understand the classes of transactions and account balances to be expected in the financial report that should
be subject to a specific audit program.

Identification of business cycles and definition of audit approach

The procedures performed when obtaining an understanding of the entity and the planning analytical review will assist us to identify the main business cycles
and the account balances expected to be in the financial report. Also, this knowledge will enable us to define our audit approach for each class of transactions
or account balances being a controls approach, a substantive approach or a combination of both.

Once we have identified all inherent risks based on our understanding of the entity’s business, planning analytical review and enquiries of management and
have defined our audit approach for each class of transaction and account balances, we will be able to commence the next stage of our audit (Internal controls
stage).

We designed a table containing our understanding of all classes of transactions, account balances and related business cycles together with our initial
understanding of the audit approach to be undertaken based on our initial inherent risk assessment.
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Audit Plan Summary Table — Statement of Comprehensive Income - Income

Audit approach Business cycle Audit Response/Audit Approach Inherent Risk
Rates and charges 34,301,000 33,811,000 Controls and Substantive Rates Internal Controls and Substantive tests High
Statutory charges 1,022,000 1,017,000 Substantive User Pay Income Substantive tests
User charges 1,337,000 1,284,000 Substantive User Pay Income Substantive tests
S(:stn:iZUtionssubS|dles and 5,048,000 2,789,000 Substantive Grants Substantive tests
Investment Income 36,000 58,000 Substantive Investment Income Substantive tests
Reimbursements 265,000 259,000 Substantive Other Revenue Substantive tests
Other Income 483,000 462,000 Substantive Other Revenue Substantive tests
Equity Accounted Businesses 57,000 176,000 Substantive Other Revenue Substantive tests

Audit Plan Summary Table — Statement of Comprehensive Income — Expenses

2016 Audit approach Business cycle Audit Response/Audit Approach Inherent Risk
Employee costs 14,505,000 13,944,000 Controls and Substantive Payroll Internal Controls and Substantive tests High
gi?r:'sae': / Contracts / Other 4 c02000 17,567,000 Controls and Substantive :::;cgg_; 't”ri’ctpirnc;c”reme”t Internal Controls and Substantive tests High
Depreciation and amortisation 7,792,000 7,567,000 Controls and Substantive Fixed Assets Internal Controls and Substantive tests High
Finance Costs 781,000 883,000 Substantive Other Expenses Substantive tests Low
Equity Accounted Businesses 334,000 224,000 Substantive Other Expenses Substantive tests Low

Audit Plan Summary Table — Statement of Comprehensive Income — Other Comprehensive Income

Audit approach Business cycle Audit Response/Audit Approach Inherent Risk
A Di I Fair Val
ssfet Isposals & Fair Value (1,325,000) (1,106,000) Substantive Fixed Assets Internal Controls and Substantive tests High

Adjustments
Amounts Received Specifically . .

672,000 2,868,000 Controls and Substantive Grants Substantive tests
for New or Upgrade Assets
Physical Resources Received 118,000 - Substantive Other Revenue Substantive tests
Free of Charge
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Audit Plan Summary Table — Statement of Financial Position — Assets

Audit approach Business cycle Audit Response/Audit Approach Inherent Risk
Cash and cash equivalents 966,000 617,000 Controls and Substantive Banking Internal Controls and Substantive tests High
Trade and other receivables 2,709,000 2,898,000 Controls and Substantive Debtors Internal Controls and Substantive tests
Other Financial Assets 44,000 83,000 Substantive éﬁzzzs to Community Substantive tests
Inventories 14,000 7,000 Substantive Inventory Substantive tests
Financial Assets — NC 71,000 74,000 Substantive éﬁzzzs to Community Substantive tests
E(lmty Accounted Businesses - 984,000 1,245,000 Substantive Other Assets Substantive tests
Infrastructure, Property, Plant . . .
& Equipment 311,033,000 302,477,000 Controls and Substantive Fixed Assets Internal Controls and Substantive tests

Audit Plan Summary Table — Statement of Financial Position - Liabilities

Audit approach Business cycle Audit Response/Audit Approach Inherent Risk
Trade and other payables 8,493,000 8,583,000 Controls and Substantive Accounts Payable Internal Controls and Substantive tests High
Borrowings 3,651,000 3,582,000 Substantive Borrowings Substantive tests Low
Provisions 1,357,000 1,481,000 Substantive Employee Provisions  Substantive tests
Borrowings - NC 10,000,000 10,000,000 Substantive Borrowings Substantive tests
Provisions - NC 274,000 253,000 Substantive Employee Provisions  Substantive tests

Audit Plan Summary Table — Statement of Financial Position - Equity

Audit approach Business cycle Audit Response/Audit Approach Inherent Risk
Accumulated Surplus 135,571,000 135,298,000 Substantive Other business cycles  Substantive tests Low
Asset Revaluation Reserves 154,633,000 146,002,000 Controls and Substantive Fixed Assets Internal Controls and Substantive tests High
Other Reserves 1,842,000 2,202,000 Substantive Other business cycles  Substantive tests Low
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4. INTERNAL CONTROLS / CONTROLS OPINION

Amendments to s129 of the Local Government Act 1999 require auditors to provide an opinion regarding internal controls of councils. The audit opinion is
restricted per s129 of the Act to the application of s125 as it relates to financial internal controls, specifically the controls exercised by the council during the
relevant financial year in relation to the receipt, expenditure and investment of money, the acquisition and disposal of property and the incurring of liabilities.

During our interim audit we perform procedures to gain an understanding of the internal controls in place relevant to the financial statements and perform
tests of design and effectiveness for these controls.

We review the internal controls we consider as key controls to be in place for the purpose of addressing the requirement of s129. These key internal controls
consist of a prioritised list of controls from the Better Practice Model — Internal Financial Controls 2017 (BPM). This list was based on the key business cycles
identified during our audit planning and from our planning analytical review and the internal controls listed in the BPM for these business cycles.

The key core controls for the following key business cycles have been identified as critical for the purpose of issuing a controls opinion this financial year:

Business cycles Account Balance BPM controls \ Inherent Risk
Fixed Assets IPPE, Depreciation expense, Asset Disposals and FV adjustments, Revaluation Reserves 16 \ High
Purchasing and Procurement / Contracting | Materials / Contracts / Other Expenses 15 \ High
Rates / Rates Rebates Rates charges 10 | High
Payroll Employee Costs 20 \ High
Accounts Payables Accounts Payables 14 \ High
Debtors Debtors 6

Receipting Debtors 5

Banking Cash and cash equivalents 5 ‘ High
General Ledger All accounts 11
Credit Cards Materials / Contracts / Other Expenses 5 ‘ High

Total number of controls

A prioritised list of controls from the better practice model can be seen in Appendix 1. After completing our test of effectiveness of internal controls we perform a controls
risk assessment for each account balance. The controls risks are combined with our initial inherent risk assessment performed during our audit planning for determining the
risk of material misstatements for each account balance (see more details in the item 5 of this document).
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5. RISK OF MATERIAL MISSTATMENTS

Risk of material misstatement consists of the following components:

= Inherent risks - how susceptible to fraud or error the financial statements assertions are given the nature of the entity, considering external factors such
as competency of staff, availability of information, prior period misstatements, accounting systems, level of supervision, etc before consideration of any
related controls. The inherent risk assessment is performed during the planning stage when obtaining understanding of the entity’s business (please
refer to item 3 of this document).

= Controls risks — risk of a misstatement due to error or fraud that could occur and not be prevented or detected by Council’s internal controls. The
assessment of internal controls risks is performed during the internal controls stage after performing test of internal controls (please refer to item 4 of
this document).

The risk of material misstatement will be based on the combination of inherent and controls risks as demonstrated in the table below:

Inherent Risks
MEDIUM

MEDIUM

Controls

The risk of material misstatement will determine the nature and extent of our audit procedures and sample sizes to be utilised. Once we assess the risk of
material misstatements we will be able to design our substantive audit procedures.
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6. SUBSTANTIVE PROCEDURES

From our risk analysis (please refer to item 6 of this document), we are able to design and refine appropriate substantive procedures, including analytical review
and test of details, to address identified risks of material misstatements of financial statements.

Testing methods to be applied to account balances and transactions include:

= Analytical procedures
= Reconciliations

= Recalculations

= 3 Party Confirmations
= Analytical Review

= Enquiry

= Observation & Inspection

We are still to confirm dates for our final visit to perform our final substantive procedures. Our final visit usually occurs during September or October.
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7. COMPLETION

This stage consolidates all the audit work performed during the previous stages. We perform a final risk of material misstatements assessment and conclude
whether procedures performed were sufficient to reduce the audit risk to an acceptable level. We evaluate the results of audit testing and determine whether
adjustments to the financial statements are required, and review the financial statements regarding the best presentation of these reports.

The review of the financial statements will include:

= Review of presentation of the Statement of Comprehensive Income, Statement of Financial Position, Statement of Changes in Equity and Statement of

cash flows; and

= Review of notes disclosures

Key deliverables to complete the engagement include:
= List of Immaterial Uncorrected Misstatements;
= Final report listing key matters addressed during the audit;
= Final auditor’s report; and

= Final Management Letter
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8. AUDIT TIMETABLE

The following is an indicative timetable for the audit. Actual audit dates will be negotiated with the Council to ensure that dates are convenient.

Audit Activities Indication of Dates

1. Initial Meeting with the audit committee 30 April 2018

2. Initial Meeting with Finance Management and Key Staff Members Early May

3. Detailed Audit Plan / Audit Program Development Early May

4. Interim Site Visit 9-11 May

5. Interim Management Letter May / June

6. Final Audit Visit - TBA September / October
7. Final Auditor’s Report — TBA September / October
8. Final Management Letter - TBA September / October
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APPENDIX 1 - CRITICAL INTERNAL FINANCIAL CONTROLS
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FIXED ASSETS

Risks

R1 Fixed asset acquisitions, disposals and write-offs are fictitious, inaccurately recorded or not recorded at all. Fixed Asset Register
(FAR) does not remain pertinent.

R2 If fixed assets are not securely stored, they may be subject to damage or theft.

R3 If fixed assets are not valued correctly, the management reports and financial statements will be misstated. For example,
incorrect carrying values may result from the use of inappropriate depreciation rates.

R4 Depreciation charges are either invalid, not recorded at all or are inaccurately recorded which includes inappropriate useful lives
and residuals.

R5 Fixed Asset maintenance and/or renewals are inadequately planned.
RISKS Control Control Type
R1 There is a process in place for the verification of fixed assets which is reconciled to the FAR. Core
R1 Recorded changes to the FAR and/or masterfile are approved by appropriate staff compared to authorised source Core
documents and General Ledger to ensure accurate input.

R1 All fixed asset acquisitions and disposals are approved in accordance with Delegation of Authority and relevant Core
Procurement and Fixed Asset Policies.

R1 Maintenance of the fixed asset register is limited to appropriate staff with consideration to segregation of duties. Core

R1 Council has an asset accounting policy which details thresholds for recognition of fixed assets which is monitored Core
to ensure adherence.

R1 Reconciliation of fixed assets to the General Ledger is performed in accordance with schedule of review or Core
procedure.

R1 Asset register calculations are reviewed for accuracy. Core

R1 Fixed assets are recorded on acquisition, creation or when provided free of charge to facilitate accurate Core
identification of assets and recording of details with regards to the Asset Accounting Policy.

R1 Asset maintenance is planned and monitored with relevant staff in accordance with the Asset Management Plans Additional

R2 Where appropriate, fixed assets are secured and access is restricted to appropriate staff and authorised users. Core
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RISKS Control Control Type

Where appropriate, identification details are recorded for portable and attractive assets such as IT and fleet

. . . . . Additional
assets, on acquisition to facilitate accurate identification.

Relevant staff review useful lives, residuals, valuations, depreciation methodology and test for impairment as
R3 required by Accounting Standards and legislation to ensure that methods used are still appropriate and significant Core
changes are incorporated into Asset Management Plans.

R3 Profit or loss on disposal calculations can be substantiated and verified with supporting documentation. Core

Depreciation charges are calculated in accordance with the asset accounting policy and compliant with relevant

R4 - ) ) . L . Core
accounting standards, including the useful life, depreciation method and residual values.

RS Asset Management Plans are prepared and renewal expenditure and programmed maintenance required is Core
reviewed periodically to reflect changing priorities, additional asset data and other relevant factors.

R5 Asset Management Plans for all major asset classes are adopted and reviewed by Council as required by the Core

Local Government Act 1999.
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Purchasing and Procurement

Risks
R1 Council does not obtain value for money in its purchasing and procurement.
R2 Purchases of goods and senices are made from non-preferred suppliers.
R3 Purchase orders are either recorded inaccurately or not recorded at all.
R4 Purchase orders are made for unapproved goods and senices.
R5 Supplier master file data does not remain pertinent and/or unauthorised changes are made to the supplier master file.
RISKS Control Control Type
Council has a Procurement Policy that provides direction on acceptable methods and the process for procurement
R1 activities to ensure transparency and value for money within a consistent framework, with consideration of any Core
potential conflicts of interest.
R1R2 Employees must ensure all purchases are in accordance with Council’s Procurement Policy and approved in Core
' accordance with the Delegations of Authority and other relevant policies.
R1 The organisation has a process in place to ensure use of preferred suppliers where relevant to maximise the best Core
value for money to Council
R2,R3  There is a process in place to review purchasing patterns and ensure maximum use of preferred suppliers Additional
R3 Purchase order numbers are either system generated and/or sequentially numbered. Core
R3 There is a process in place to ensure all inwices for payment are matched to relevant source documents such as Core
purchase orders where applicable and are in line with Procurement Policy guidelines.
R3 There is a process in place to follow up and action incomplete purchase orders. Additional
R5 Access to the supplier master file and ability to make changes is restricted to appropriately authorised staff. Core
R5 There is a process in place to review the supplier master file for ongoing pertinence and ensure all changes are Additional
checked against source documents to ensure they were input accurately.
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CONTRACTING

Risks

R1 Council is not able to demonstrate that all probity issues have been addressed in the Contracting process.

R2 Council does not obtain value for money in relation to its Contracting.

R3 Commitments are made for unapproved goods and senices
RISKS Control Control Type

There are robust and transparent evaluation and selection processes in place to engage contractors where
R1,R2 ) . ; ) Core
relevant in accordance with the Code of Conduct, Conflict of Interest and Procurement Policy.

R1 The selection panel is made up of appropriate personnel who have declared any relevant conflict of interest to Core

ensure that informed and objective decision is made when selecting contractors.

R1 Council maintains a current contract register. Core
R1,R3  There is a process in place to ensure that commitments are made with approval by Council or delegated staff. Core
R1R2 There is a contract management process in place throughout the term of the contract to ensure that Core

' supplier/contractor meet their obligations.

R2 There is an ongoing management in place that identifies and manages deliverables, key contact clauses, Core

responsibilities, milestones and includes dispute resolution procedures.
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RATES / RATES REBATES

Risks
R1 Council does not raise the correct level of rate income.
R2 Rates and rate rebates are either inaccurately recorded or not recorded at all.
R3 The Property master file data does not remain pertinent.
R4 Rates are not collected on a timely basis.

RISKS Control Control Type

R1R2 Rates are automatically generated by the rate system, including the calculation of rate rebates and other Core
’ parameters as applicable.

R2 Rates are generated and tested for accuracy of calculation methodology prior to the rates billing run Core

R1 All software changes to rate modelling functionality fully tested and reviewed by relevant staff. Core

R1 There is a rating policy in place that is reviewed annually that provides clear guidance on rating methodology and Core
relevant rebates and remissions in line with legislation.

R? Annual valuation update is balanced prior to the generation of rates; all mismatches resolved prior to finalising rate Core
generation.
All rate rebates and adjustments including write offs are appropriately authorised, with reference to Delegations of

R2 - Core
Authority and source documents.

R4 There is a process in place to ensure that rates are collected in a timely manner and overdue rates are followed Core
up.
Recorded changes to property master file data and any rate adjustments are compared to authorised source

R3 . . . L Core
documents to ensure that they were input accurately. An audit trail is maintained for all changes.

R3 Access to the Property master file is restricted to appropriately designated personnel, with a process in place to Core
ensure changes are in line with policies and procedures.

R? Employees responsible for processing rate payments and rebates cannot process their own payments or rebates Core
unless the transaction is approved by someone independent of the process
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PAYROLL

Risks
R1 Payroll expense is inaccurately calculated.
R2 Payroll disbursements are made to incorrect or fictitious employees.
R3 Time and/or attendance data is either invalid, inaccurately recorded or not recorded at all.
R4 Payroll master file does not remain pertinent and/or unauthorised changes are made to the payroll master file.
R5 Voluntary and statutory payroll deductions are inaccurately processed or without authorisation.
R6 Employees termination payments are not in accordance with statutory and enterprise agreements.

RISKS Control Control Type

R1 Where possible standard programmed formulae perform payroll calculations. Core
R1, R3 There is a process to ensure all overtime is verified and approved by relevant appropriate staff. Core
R1 All calculations for generating payroll payments are erified for accuracy. Core

Managers periodically review listings of current employees within their departments and variances are

R4,R5 . ; Additional

investigated.

R1 Payroll is periodically reconciled to the General Ledger accounts. Additional

R? The payment for the payroll must be reconciled to a system generated report detailing amount and Core
employee prior to payment.

R2 There is a process to ensure an independent review of proposed payroll payments by authorised staff. Additional

R2 The payment of the payroll is authorised by appropriate staff not involved in the preparation of the Core
payroll.

R2 Employee records to include employment details and/or contract terms and conditions, authorisations Core
for payroll deductions and leave entitlements.

R2 There is a process to ensure employees are made inactive in payroll records upon termination Core
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RISKS Control Control Type

R2 There is a process to ensure employees are made inactive in payroll records upon termination Core

R5 All payroll deductions must be approved by the relevant employee. Core

There is a process to ensure the total of payment summaries for the year is reconciled to the general

R3 . . . Core
ledger and payroll and is appropriately reviewed.

R3 Relevant staff are required to complete timesheets and/or leave forms, authorise them and have Core
approved by the relevant supenisor.

R2 There is a segregation of duties from those preparing the payroll to those responsible for preparation of Core
source documents (e.g. timesheets, leave requests etc).

R2 Payroll system generates audit reports detailing all payroll changes and there is a process in place to Core

ensure all changes are reviewed and \erified against source documents.

There is a process in place to ensure employees are not added to the payroll masterfile, nor details
R2 amended or amounts paid without receipt of the appropriate forms which have been authorised by Core
relevant staff.

R5 Access to the payroll deduction listing is restricted to authorised staff. Core

There is a process in place to ensure termination payments comply with relevant policies, procedures

R6 o Core
and legislation.

R3 Time recording and attendance exceptions such as TOIL or flexitime are based on relevant Core
policies/agreement are identified, monitored and corrected.

R4 The ability to access, modify or transfer information contained in the payroll master files is restricted Core

to authorised staff.
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ACCOUNTS PAYABLE

Risks
R1 Accounts payable amounts and disbursements are either inaccurately recorded or not recorded at all.
R2 Credit notes and other adjustments to accounts payable are either inaccurately recorded or not recorded at all.
R3 Disbursements are not authorised properly.
R4 Accounts are not paid on a timely basis.
R5 Supplier master file data does not remain pertinent and/or unauthorised changes are made to the supplier master file.

RISKS Control Control Type

R1,R2.R4 Statements received from. suppliers are.recon.cned to the supplier accounts in the accounts payable Additional
subledger regularly and differences are investigated.
R3 Records must be maintained of all payments with supporting documentation. Core
R1 Payments are endorsed by relevant staff separate to the preparer, who ensures that they are paid to Core
the correct payee.
R5 Access to the supplier masterfile is restricted to authorised staff Core
R2,R5  Separation of Accounts Payable and Procurement duties. Core
R3 All inwices and payment requests are approved in accordance with relevant policies and/or Core
Delegations of Authority.
Predetermined variances between Purchase Orders and Inwices are assessed and payment released o
R1 . . : . Additional
only after verification by the officer with delegation to do so.
R1 Payments are \erified to appropriate supporting documentation and are in line with Delegations of Core
Authority.
R4 Relevant staff to review aged payables listing on a predetermined basis and investigate where Core
appropriate.
R5 Recorded changes to the supplier master file are compared to authorised source documents to Core
ensure that they were input accurately.
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RISKS Control Control Type

RS Requested <_:hanges or additions to supplier masterfile are \erified independently of source Additional
documentation.

R3 Employee expenses claims must be approved by authorised staff and independently verified and Core
include relevant substantiation.

R4 There is a system generated report detailing supplier inwices due for payment at any one time. Core

R5 lﬁ:ﬁ;;process in place to ensure the supplier master file is periodically reviewed for ongoing Additonal

DEBTORS

Risks
R1 Debtors are either inaccurately recorded or not recorded at all.
R2 Rebates and credit notes to debtors are either inaccurately recorded or not recorded at all
R3 An appropriate provision for doubtful debts is not recorded
R4 Debtors are either not collected on a timely basis or not collected at all
R5 The Debtors master file data does not remain pertinent.
RISKS Control Control Type CSA Importance Weighting
R1, R4 Debtor’'s reconqhatnon perfqrmed on a regular basis to the General Core 4
Ledger and reviewed by an independent person.
R1 Council maintains a Debt Collection Policy. Core 5
Management and/or Council review and approve all rebates, credit
R2, R3, R4 notes, bad debt' write-offs and m.ovements _|n the prowspn for Core 5
doubtful debts, in accordance with delegations of authority and
Local Government Act.
R3, R4 Management reviews debt.ors.agemg profile on a regular basis and Core 4
investigates any outstanding items.
Access to the debtor's master file is restricted to appropriately
R5 designated personnel and is reviewed by management for accuracy Core 5
and on-going pertinence.
Recorded changes to debtor's master file data are compared to
R5 authorised source documents or confirmed with Core 4
customers/ratepayers to ensure that they were input accurately.
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RECEIPTING

Risks
R1 Receipts are either inaccurately recorded or not recorded at all.

R2 Receipts are not deposited at the bank on a timely basis.

RISKS Control Control Type
R2 Prior to and during the banking process, cash is stored securely at all times. Core
R1 Customers are provided with a system generated or pre-numbered (manual) sequential tax compliant Core

receipt detailing payment made.
R1 There is a review process for the authorisation of the reversal of transactions. Additional
R1 Receipt transactions are reconciled to the daily takings and out-of-balance banking is corrected Core
promptly.
Receipts are deposited regularly at the bank by a person independent from the initial recording of the .
R2 - Additional
cash receipts.

BANKING
Risks
R1 Banking transactions are either inaccurately recorded or not recorded at all.

R2 Fraud (i.e. misappropriation of funds)

RISKS Control Control Type

R1R2 There is a process in place to ensure all cash, blank cheques and/or cheque signing machine are adequately Core
' safeguarded.
R1 Access to EFT Banking system is restricted to appropriately designated personnel. Core
R1R2 Bank reconciliations are performed on a predetermined basis and are reviewed by an appropriate person. Any Core
' identified discrepancies are investigated.
R2 Cash transfers between bank accounts and investment bodies are undertaken by appropriate staff. Core
R2 There