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NOTICE OF MEETING 

TUESDAY, 25 JUNE 2019 

 

The Risk Management and Audit Committee Meeting of the City of 

Palmerston will be held in the Council Chambers, Civic Plaza, 1 Chung 

Wah Terrace, Palmerston commencing at 5.30pm.  
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COMMITTEE AGENDA 

RISK MANAGEMENT & AUDIT COMMITTEE   

1 ACKNOWLEDGEMENT OF COUNTRY  

 

2 OPENING OF MEETING  

 

3 APOLOGIES AND LEAVE OF ABSENCE  

 
3.1 Apologies 
3.2 Leave of Absence Previously Granted  
3.3 Leave of Absence Request 

 

4 DECLARATION OF INTEREST   

 
4.1 Committee Members 
4.2 Staff 

 

5 CONFIRMATION OF MINUTES   

 
5.1 Confirmation of Minutes 

 
THAT the Minutes of the Risk Management and Audit Committee meeting held on Tuesday, 
26 February 2019, be confirmed. 

 
5.2 Business Arising from Previous Meeting 

  

 6 WORK PLAN  Page 4 

  
6.1 Action Report 9RMA/011 
6.2 Additional Independent Member of the Risk Management and Audit Committee 

 9RMA/013 
 

7 FINANCIAL REPORTING   

 

 8 INTERNAL CONTROLS AND RISK MANAGEMENT  Page 13 

 
8.1 Update on the Independent Investigator’s Report 9RMA/012 

 

9 WHISTLE BLOWING   

 

10 11 INTERNAL AUDIT   

 

11 EXTERNAL AUDIT  Page 59 

 
11.1 External Audit Plan for 30 June 2019 9RMA/015 

 

12 CONFIDENTIAL ITEMS   

 
THAT pursuant to Section 65(2) of the Local Government Act and Regulation 8 of the Local 

Government (Administration) Regulations the meeting be closed to the public to consider the 

following confidential items:  
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COMMITTEE AGENDA 

RISK MANAGEMENT & AUDIT COMMITTEE   

12.1 Confidential Items 
 

ITEM REGULATION REASON 

20.1 8(c)(iii) This item is considered 'Confidential' pursuant to Section 
65(2) of the Local Government Act and 8(c)(iii) of the Local 
Government (Administration) Regulations, which states 
municipal council may close to the public only so much 
of its meeting as comprises the receipt or discussion of, 
or a motion or both relating to, information that would, 
if publicly disclosed, be likely to prejudice the security 
of the council, its members or staff. 

20.2 8(a) This item is considered 'Confidential' pursuant to Section 
65(2) of the Local Government Act and 8(a) of the Local 
Government (Administration) Regulations, which states 
municipal council may close to the public only so much 
of its meeting as comprises the receipt or discussion of, 
or a motion or both relating to, information about the 
employment of a particular individual as a member of 
the staff or possible member of the staff of the council 
that could, if publicly disclosed, cause prejudice to the 
individual. 

 
12.2 Moving Open Items into Confidential 
12.3 Moving Confidential Items into Open 

 

13 INFORMATION AND CORRESPONDENCE  

 

14 OTHER BUSINESS   

 

15 NEXT COMMITTEE MEETING   

  
THAT the next Risk Management and Audit Committee meeting will be decided on for a date 
during October.  

 

16 CLOSURE OF MEETING TO PUBLIC   

 
THAT pursuant to Section 65(2) of the Local Government Act and Regulation 8 of the Local 
Government (Administration) Regulations, the meeting be closed to the public to consider the 
Confidential item of the Agenda.  

 

17 ADJOURNMENT OF MEETING   
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AGENDA ITEM: 6.1 

REPORT TITLE: Action Report 

REPORT NUMBER: 9RMA/011 

MEETING DATE: 25 June 2019 

Author: Executive Manager Finance, Shane Nankivell 

Approver: Chief Executive Officer, Luccio Cercarelli 
 
 

COMMUNITY PLAN  

Governance:  Council is trusted by the community and invests in things that the public value. 

PURPOSE 

This report seeks to inform the Committee on the progress of previous actions.  

KEY MESSAGES 

• Council has endorsed the Strategic Risk Register and an internal audit plan will be developed in the 
new financial year. 

• Two actions are now recommended to be removed from the action list as they have been evidenced 
with completion. 

• Actions relating to IT security and processes will continue to be undertaken and the Committee 
updated on their progress. 

RECOMMENDATION  

1. THAT Report Number 9RMA/011 entitled Action Report be received and noted. 

 

2. THAT the following items to be removed from the Action Report: 

 

- RMA/0127-Employee Reimbursement Procedure 

- RMA/0002-Management Responses to Investigators Report 

BACKGROUND 

At the Risk Management and Audit Committee Meeting of 26 February 2019 the Committee resolved: 
 
6.1  Action Report             9RMA/006 
 
THAT the Risk Management and Audit Committee recommend to the Council: 
 

1. THAT Report Number 9RMA/006 entitled Action Report be received and noted. 
 

2. THAT Council endorses the following items to be removed from the Action Report: 
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-  RMA/0097-Outstanding Management Responses 
-  RMA/0104-Risk Descriptions and Treatments 
-  RMA/0132-Ageing Report for Infringements 
-  RMA9/0010-Community Satisfaction Report 

 
3.  THAT the Committee be provided with a procedure on the management of outstanding 

infringements at the next Risk Management and Audit Committee meeting. 
 

CARRIED RMA9/0018 – 26/02/2019 

DISCUSSION 

The table below contains the actions the Risk Management and Audit Committee has requested Council 
staff address or provide further information on. 

Action Item 
No. 

Date Decision Status Comment 

RMA/0106 26/04/2017 
 
 
 
 
 
 
 
 
 
 
 
  
  

THAT the Committee 
requests that an internal 
audit plan referenced to 
treatments in the risk 
register and the budget 
allocation for internal audit 
be presented to the 
Committee at the next 
meeting.  
 

In progress.  
The outcome 
of the internal 
audit of 
payroll is 
included on 
the current 
agenda.  

The strategic risk 
register has been 
endorsed by Council 
and will be reviewed 
in line with the 
recently adopted 
community plan.  The 
internal audit plan 
will be developed for 
the new financial 
year to reflect the 
content of the 
strategic risk 
register.   
The budget allocation 
for internal audit in 
2019/20 is $75,000 
 

RMA/0126 08/02/2018 Review of and update of IT 
permissions to modules 
within the financial systems 

Underway An update on the 
progress of this 
action is included in 
the agenda. 

RMA/0127 08/02/2018 Council to draft an internal 
procedure on the 
reimbursement of expenses 
to employees 

Completed. 
It is 
recommended 
this item be 
removed. 

The internal 
procedure for 
reimbursement for 
employees was 
presented in draft 
form at the February 
2019 meeting.  It has 
since been endorsed 
by ELT and is 
provided as 
Attachment A. 
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RMA/0130 08/02/2018 
 
 
 
 
 
 
  

Council reviews and 
executive management 
endorse the IT policies. 

Underway An update on the 
progress of this 
action is included in 
the agenda. 

RMA/0131 08/02/2018 That Council design and 
implement an IT disaster 
recovery plan 

Underway An update on the 
progress of this 
action is included in 
the agenda. 

RMA9/0002 04/07/2018 THAT the Risk Management 
and Audit Committee be 
provided with a detailed 
report in the October 2018 
Meeting outlining Council’s 
response to each of the 
recommendations contained 
in the Independent 
Investigator’s Report 
including a reference to the 
Council’s risk register.  
 

Completed. It 
is 
recommended 
that this item 
is removed.  

This item is included 
in the agenda. 

9RMA/0018 26/02/2019 THAT the Committee be 
provided with a procedure 
on the management of 
outstanding infringements at 
the next Risk Management 
and Audit Committee 
meeting. 

Underway Council has 
commenced a review 
of By-Laws and 
regulatory 
procedures. An 
update will be 
provided at the next 
meeting.  

CONSULTATION PROCESS 

There was no consultation required during the preparation of this report.  

POLICY IMPLICATIONS 

There are no policy implications for this report.  

BUDGET AND RESOURCE IMPLICATIONS 

There are no budget or resource implications relating to this report. 

RISK, LEGAL AND LEGISLATIVE IMPLICATIONS 

There is no risk, legal and legislative implications relating to this report.  

ENVIRONMENT SUSTAINABILITY IMPLICATIONS 

There are no environment sustainability implications for this report. 
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COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION 

We the author and approving officer declare that we do not have a conflict of interest in relation to this 
matter.   

ATTACHMENTS 

Attachment A: Employee Reimbursement Procedure 
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Procedure Code:   

Name: Employee Reimbursement 

Type: Procedure 

Owner: Chief Executive Officer 

Responsible Officer: Executive Manager Finance 

Approval Date: 1/04/2019 Next Review Date: 1/04/2022 

 

1 PURPOSE  

To provide a standardised approach for employees to be reimbursed expenses incurred whilst 
conducting Council business. 

  

2 PRINCIPLES 

Council is committed to ensuring that no employee is financially penalised for undertaking 
business on behalf of Council.  As such, Council proactively provides ways so that expenses are 
paid directly by Council either through EFT transfer or credit card.  It is acknowledged that there 
are some circumstances that occur where this is not possible, and reimbursement is necessary.  
Council is also committed to ensuring that public money is only reimbursed for genuine 
approved expenses. 
 

3 DEFINITIONS 

For the purposes of this Procedure, the following definitions apply: 

Term Definition 

Eligible Expense An expense where it is not practical or possible to incur the 
expense through the usual procurement channels.  For example; 
food whilst travelling on Council business.   
This also includes expenses reimbursable only when specific 
conditions are met.  For example; successful completion of a study 
unit.  

  

 

4 PROCEDURE STATEMENT 

4.1  Approval 
Prior to an employee incurring an eligible expense on behalf of Council that they pay for, they 
must first seek written authorisation from their line manager or Director depending on the 
nature of the expenses.  If the reimbursement relates to training or education support, the 
employee must follow the relevant HR policy/ procedures after approval for training is 
approved by the relevant Director or Manager. 
 
4.2 Reimbursement 
Once approval has been granted and the expense incurred, reimbursement can be made in two 
ways.  
4.2.1 Petty Cash – If the reimbursement is less than $50.00, the employee can be reimbursed 

from petty cash.  Petty cash is located in Customer Service and upon seeking 
reimbursement the employee will be required to fill out an allocation form and attach a 
tax receipt.  The allocation form must be signed off by an officer with appropriate 
delegation and authority. 

ATTACHMENT A
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4.2.2 EFT Reimbursement – If the reimbursement is over $50.00 or if the employee chooses, 
the reimbursement can be made via EFT as part of the weekly payment run.  The 
employee must fill out the EFT requisition form and attach the related tax receipt(s). 
The form is to be authorised by the employee’s line manager either physically or 
electronically through NAV. 

 
4.3 Audit 
Claims for reimbursements are to be periodically audited by finance to ensure that all 
reimbursements are correctly authorised by an officer with appropriate authority and 
delegation and that all required documentation is attached.  The nature of the expense will also 
be verified to ensure that it is an eligible expense and it was not practical or possible to use the 
usual procurement channels.  
An audit may also be undertaken by Council’s internal or external auditors if it is deemed 
necessary.  
 
 

5 ASSOCIATED DOCUMENTS 

5.1 EFT Remittance form 
 

6 REFERENCES AND RELATED LEGISLATION 

Nil 

ATTACHMENT A
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AGENDA ITEM: 6.2 

REPORT TITLE: 
Additional Independent Member of the Risk Management and Audit 
Committee 

REPORT NUMBER: 9RMA/013 

MEETING DATE: 25 June 2019 

Author: Director Governance and Regulatory Services, Chris Kelly 

Approver: Chief Executive Officer, Luccio Cercarelli 
 
 

COMMUNITY PLAN  

Governance:  Council is trusted by the community and invests in things that the public value. 

PURPOSE 

This purpose of this report is for the Risk Management and Audit Committee to recommend to Council 
that an additional independent member be added to the Risk Management and Audit Committee. 

KEY MESSAGES 

• The Risk Management and Audit Committee currently has three Elected Members and one 
Independent Member who is also the Chair. 

• To assist Elected Members and provide diversity of expertise, it is recommended that an additional 
independent member be recruited, taking the total to two independent members. 

• A recruitment campaign would occur, and a further report provided to Council with a 
recommendation on the preferred candidate. 

• Also, the current independent member has indicated he will be retiring at the end of his current 
term, namely 31 December 2020. 

• A report will also be provided prior at that time, recommending the recruitment of a replacement 
member. 

RECOMMENDATION  

THAT the Risk Management and Audit Committee recommend to Council: 

1. THAT Report Number 9RMA/013 entitled Additional Independent Member of the Risk 

Management and Audit Committee be received and noted. 

 

2. THAT Council seek Expressions of Interest for an additional independent member of the Risk 

Management and Audit Committee.  

BACKGROUND 

Council Policy FIN09 Risk Management and Audit Committee (the Policy), which sets out the Terms of 
Reference for the Risk Management and Audit Committee (the Committee), requires the Committee to 
consist of at least one independent member with at least three Elected Members of Council. The Chair 
of the Committee must also be an independent member. 
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Currently the Committee consists of: 
• Mr Iain Summers, Independent Member and Chair; 
• Mayor Athina Pascoe-Bell; 
• Deputy Mayor Sarah Henderson; and 
• Alderman Amber Garden. 

 
Mr Iain Summers, currently a consultant and formerly Auditor-General of the Northern Territory was 
engaged by Council to be the independent Chair of the Committee in May 2016, following the 
resignation of the incumbent. His term was subsequently renewed in February 2018 and April 2019, 
expiring on 31 December 2020. Mr Summers has advised that he intends to retire on 31 December 
2020. 
 
This report considers the addition of another independent member of the Committee to increase the 
number of independent members to two, as well as succession planning following Mr Summers expected 
retirement on 31 December 2020. 

DISCUSSION 

The current composition of the Committee means that three of the four members are Elected Members, 
with only one independent member. Independent members are relied upon for their specialist expertise 
in financial management, risk management and audit to assist Elected Members who generally have 
broader expertise and experience to develop their skills. Independent members may also be requested 
to provide training for Elected Members on matters relating to governance and financial management. 
 
The one independent member, Mr Iain Summers, is required to assist the three Elected Members on the 
Committee. He is also required under the Policy to be the Chair of the Committee. Council would benefit 
from having additional independent expertise on the Committee to broaden the base of advice and 
experience Elected Members can rely upon. Mr Summers was a former Auditor General of the Northern 
Territory, and his skills in audit can be complemented by a specialist in risk management, financial 
management, internal controls or governance.   
 
An additional member recruited now will ensure a continuity of knowledge and experience; as Mr 
Summers has advised he will not be seeking a further term beyond 31 December 2020. It will also 
provide the ability for the Committee to meet if required when one independent member is absent. 
 
In accordance with Section 54(2) of the Local Government Act, Council will appoint the new member 
following recommendations from staff. As per Section 4.2.2 of the Policy, independent members can be 
appointed for up to four years, to ensure they overlap and provide continuity. If approved by Council, a 
new member could be in place for a likely October 2019 meeting, for an expiry date of 31 December 
2021.  
 
Separately, in the lead up to Mr Summers retirement, a replacement member could be recruited in late 
2020, to commence on 1 January 2021, with a term expiring on 31 December 2022. This will ensure 
that independent members rotate on offset two-year terms. Approval will be sought as part of a separate 
report presented at that time. Two-year terms are an appropriate length as they ensure that Council 
regularly tests the market for independent specialists, whilst providing continuity and sharing of 
knowledge and experience. Members will be welcome to reapply at the end of their term, however it is 
recommended that Council undertake an open recruitment at the conclusion of each member’s term. 

CONSULTATION PROCESS 

A conversation was had with Mr Iain Summers, Chair of the Risk Management and Audit Committee 
about recruiting an additional member to the Committee. 
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It is recommended that Council seek an independent member with experience in the Committee’s other 
focus areas, using the following strategies to seek nominations: 

• Newspaper advertising; 

• Social media; 

• Media release; 

• Council’s website; and 

• Mayor’s column and radio interviews. 

Nominees will be asked to complete a written application providing their details, reasons for nominating, 

and how they meet the criteria outlined in the Policy, which are: 

• Level of understanding of Local Government and the environment in which they operate; 

• Level of knowledge and practical exposure on governance and financial management practices; 

• Capacity to dedicate adequate time on the Committee; 

• Depth of knowledge of regulatory and legislative requirements; and  

• Ability to maintain professional relationships with staff, Council members and other 

stakeholders. 

Section 54(2) of the Local Government Act requires Committee members to be appointed by Council. 

Therefore, submissions will be made to the Chief Executive Officer who will make present a report with 

recommendations to the Council.  

POLICY IMPLICATIONS 

Council Policy FIN09 Risk Management and Audit Committee provides direction on membership and 
selection criteria for the Risk Management and Audit Committee.  

BUDGET AND RESOURCE IMPLICATIONS 

A further report will be provided to Council with a preferred candidate for the independent member and 
recommended renumeration. Remuneration will be based on experience and expertise. Any cost will be 
absorbed from within existing budget. 

RISK, LEGAL AND LEGISLATIVE IMPLICATIONS 

An additional independent member will ensure greater diversity of knowledge and experience to assist 
Elected Members.  

ENVIRONMENT SUSTAINABILITY IMPLICATIONS 

There are no environment sustainability implications for this report. 

COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION 

We the author and approving officer declare that we do not have a conflict of interest in relation to this 
matter.   

ATTACHMENTS 

There are no attachments for this report.  

Page Number 12



 
 

REPORT NUMBER: 9RMA/012 

SUBJECT: Update on Independent Investigator’s Report 
REPORT PAGE NUMBER  1 

RISK MANAGEMENT AND AUDIT 

COMMITTEE REPORT 
 

 

  

A Place for People 

    

AGENDA ITEM: 8.1 

REPORT TITLE: Update on the Independent Investigator’s Report 

REPORT NUMBER: 9RMA/012 

MEETING DATE: 25 June 2019 

Author: Director Governance and Regulatory Services, Chris Kelly 

Approver: Chief Executive Officer, Luccio Cercarelli 
 
 

COMMUNITY PLAN  

Governance:  Council is trusted by the community and invests in things that the public value. 

PURPOSE 

This report seeks to inform the Risk Management and Audit Committee of Council’s response to the 
Independent Investigator’s Report. 

KEY MESSAGES 

• The Northern Territory Minister responsible for Local Government appointed an Independent 
Investigator to investigate and report on the City of Palmerston Council.  

• The report was released in January 2018 with 24 recommendations. 
• This report contains Council’s response to those recommendations noting that over the last 18 

months Council has already implemented a number of changes to improve corporate governance. 

RECOMMENDATION  

THAT the Risk Management and Audit Committee recommend to Council: 

 

1. THAT Report Number 9RMA/012 entitled Update on the Independent Investigator’s Report be 

received and noted. 

 

2. THAT Council note that actions and initiatives are underway to improve Council’s corporate 

governance as outlined in Attachment A to Report Number 9RMA/012 entitled Update on 

Response to the Independent Investigator’s Report. 

 

3. THAT Council endorse Management’s Responses to the Independent Investigator’s Report as 

outlined in Attachment A to Report Number 9RMA/012 entitled Update on Response to the 

Independent Investigator’s Report.  

BACKGROUND 

On 29 June 2017, the Honourable Gerry McCarthy Minister for Housing and Community Development 
announced that the City of Palmerston was being placed under official management. On the same day, 
Russell Anderson was appointed as Investigator to investigate and report back to the Minister by 29 
December 2017. 
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The report was released to Council and the community on 22 January 2018. Council has already 
implemented several initiatives including: 

• A Policy Schedule outlining when Council policies will be reviewed over the term of the 9th 
Council; 

• Council has recruited a Strategic Procurement Advisor to review procurement documentation 
and processes to ensure transparent, consistent and fair procurement; 

• Council has commenced an independent gap analysis on procurement; 
• Council Policy FIN04 Procurement was updated on the 16 March 2018 and provides a clear 

definition for the term “local supplier” and the weighting is set at 20% for the assessment 
process; 

• Council has provided additional resources to review Council’s Human Resource policies and 
procedures to ensure fairness and consistency; 

• The Australian Institute of Company Directors training has been offered to all Elected 
Members; 

• Council has adopted Council Policy MEE03 Public Question Time which provides a consistent 
approach for the public to answer questions and have them responded to; and 

• Council has introduced a 30 minute public forum prior to each Ordinary Meeting to increase 
openness and provide the community with a chance to meet Elected members. 

 
Item RMA9/0002 of the Action Report requires the Risk Management and Audit Committee to be 
provided with a detailed report in October 2018 meeting outlining Council’s response to each of the 
recommendations contained in the Independent Investigator’s Report including a reference to Council’s 
Risk Register. This report outlines the initiatives and actions Council has been undertaking over the last 
18 months in response to the Independent Investigator’s Report, including a reference to Strategic Risks 
recently endorsed by Council. 

DISCUSSION 

The Independent Investigator’s Report contained 24 recommendations and after review, Council staff 
are recommending accepting 21 recommendations. The reasons for accepting or not supporting 
recommendations are outlined in Attachment A.  
 
It is recommended that Council accept that 17 of the recommendations are completed, 4 are ongoing 
and 3 are not supported. 
 
Council does not support the following recommendations:  

• The Council ensure all reclassified and new positions are advertised. Whilst all vacant positions 
are advertised, those reclassified are not always advertised depending on the circumstance in 
which they require reclassification. If they have been reclassified due to the incumbent staff 
member taking on additional responsibilities, it is unfair to that staff member to be required to 
compete against others for that role. This recommendation is also not consistent with Council’s 
requirement to offer staff who have been made redundant appropriate positions within the 
organisation should they wish to remain. No further action is recommended; however Council 
is reviewing Human Resource policies and will ensure a consistent and transparent approach to 
recruitment. 

• Section 61 of the Local Government Act allows Council to have a policy on the use of the casting 
vote. It does not prescribe how this should be used which is the intent of this recommendation. 
It is inappropriate for Council to instruct a member on how to vote. Council has implemented a 
policy regarding use of the casting vote in Decision Number 9/0005 on 17 April 2018 and does 
not intend to take any further action. 

• Council considered the Code of Conduct for Elected Members on 12 December 2017 and the 
adopted Code of Conduct reflects Schedule 2 of the Local Government Act. All Elected Members 
are required to adhere to the Code of Conduct. Elected Members are also provided with the 
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opportunity to undertake AICD training on their responsibilities and obligations. No further 
action is recommended at this time. 

CONSULTATION PROCESS 

In preparing this report, the following staff were consulted: 

• Executive Leadership Team 
• Strategic Procurement Advisor 

POLICY IMPLICATIONS 

Council has amended policies in response to the Independent Investigator’s Report and on 7 August 
2018, Council adopted a Policy Review Schedule which outlines when policies will be reviewed over the 
term of the 9th Council. Since then 24 policies have been reviewed.  

BUDGET AND RESOURCE IMPLICATIONS 

Council has made provision for the budget and resource implications of responding to the Independent 
Investigator’s Report, including recruiting additional staff where required. Any other requirements will 
be accommodated within existing budget. 

RISK, LEGAL AND LEGISLATIVE IMPLICATIONS 

There is reputational risk to Council from not adopting all recommendations of this report in full, 
however this can be mitigated with messaging. Council will ensure that its response is compliant with 
the Local Government Act.  

ENVIRONMENT SUSTAINABILITY IMPLICATIONS 

There are no environment sustainability implications for this report. 

COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION 

We the author and approving officer declare that we do not have a conflict of interest in relation to this 
matter.   

ATTACHMENTS 

Attachment A: Management Response to the Independent Investigator’s Report 
Attachment B: City of Palmerston Council Independent Investigator’s Report 
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ATTACHMENT A 

MANAGEMENT RESPONSE TO INDEPENDENT INVESTIGATOR’S REPORT 
Item 
No: 

Recommendation Strategic Risk Management 
Response 

Comment Status 

1 That the CEO ensure 
the development of 
monthly budgets to 
compare against actual 
expenditure. This will 
allow the Council and 
CEO to monitor 
individual program 
performances. 
 

• Council is not 
sustainable into the 
long term.  

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • Every month a financial report is presented to the CEO and 
Council that lists the budget and the actual spend including 
commitments.   

• This report is reviewed by the Executive Manager Finance.   
• Management is modelling cashflow which acknowledges that 

spend patterns are not even across the year due to factors 
like weather and contractual requirements.  

• Council also includes percentages indicating the passing of 
the year for reference. 

• Elected Members have requested ongoing training on 
interpretation of financial reports. 

• Management continually reviews reports to ensure that 
relevant information is supplied. 

Completed 

2 That Council manages  
its finances in 
accordance with the 
Municipal Plan. 
 

• Council is not 
sustainable into the 
long term.  

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • Council’s budget is adopted as part of the Municipal Plan and 
officers spend money in accordance with those budgets.  

• The budget is also reported against in the monthly reports 
presented to Council.   

• Budget reviews are also undertaken throughout the year to 
make any necessary adjustments.  

• Budget reviews are adopted by Council. 

Completed 

3 Council must ensure 
any request to borrow 
application put to the 
Minister follows the 
recommended 
approach set out by the 
Department and that 
an appropriate 
business case be 
prepared. 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • In any potential future borrowings, officers will follow the 
borrowing guidelines and prepare a business case. 

• All borrowings will be sought with Council approval. 
• All Council Reports seeking approval will include business 

case and other relevant information to ensure compliance 
with Department guidelines. 

• This has been implemented.    
 

Completed 
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4 A regime of policy 
review and education 
should be implemented 
immediately. 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • On 7 August 2018, Council adopted a Policy Review Schedule 
which outlines when policies will be reviewed over the term 
of the Council. 

• All policies will be reviewed at least once. 
• All relevant staff have been informed of the requirement to 

review relevant policies. 
• Education has been undertaken to ensure that policy 

development adds value and doesn’t simply restate legislative 
requirements or procedures. 

• The policy template has also been reviewed. 

Completed 

5 Policy amendments 
must be communicated 
to staff and Council 
recommendations 
must bring to the 
reader’s attention the 
relevant Council policy 
that is to be adhered to. 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • Management has changed the standard language for Council 
Reports to include specific areas for legislative and policy 
implications. 

• Once a policy has been reviewed, staff will be advised of the 
outcome. 

• Senior staff will be briefed by ELT members. 
• The Council Report template has also been amended to note 

the internal and external consultation so that the approver 
ensures that adequate consultation has taken place. 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Completed 

Page Number 17



ATTACHMENT A 

6 Council 
standardisation of 
procurement 
documentation and 
management needs to 
be put in place to 
ensure open, 
consistent and 
transparent practice. 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance 
practices 

Supported • A Strategic Procurement Advisor was recruited in May 2018 
to implement this recommendation. 

• Management has introduced operational procedures and 
documents including a Procurement Plan, Standardised 
Request for Quote (RFT)/Request for Tender (RFT) 
Documentation, Standardised Contract documentation, 
Contract Variation Register and Procurement Assessment 
Recommendation that is required to be completed for all 
procurements $10,000 and over.  

• Management has also commenced an independent gap 
analysis on procurement procedures and documentation to 
be undertaken by Merit Partners. 

• The Procurement Plan identifies the weightings and 
assessment criteria for the assessment, budget, panel 
members and requirements prior to consideration of 
submissions. 

• The RFQ/RFT is actioned according to the procurement plan 
and includes a response schedule that respondents are 
required to complete based on the assessment criteria. The 
assessment is then conducted, and a Procurement 
Assessment Recommendation is completed detailing the 
assessment of all respondents individually. 

• A register has been created to record all approaches to 
officers received from companies in relation any projects or 
contracts that Council is undertaking or will be undertaking. 

• Management appoints independent probity of significant 
projects. 

• Reports are regularly provided to Council on public tenders 
awarded. 

 
 
 
 
 
 
 

Ongoing 
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7 The meaning of 
“weighting towards 
local suppliers” must be 
made clear in Council 
policy and any 
outstanding concerns 
in the Ombudsman 
report should be 
addressed. 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance 
practices 

Supported • Council Policy FIN04 Procurement was updated on the 16 
March 2018 and details exactly what is the term local 
supplier “A supplier operating in the Northern Territory and 
more particularly Palmerston or the Top End Region and 
satisfies elements such as operating in the Northern 
Territory, significant permanent resources and employs 
Northern Territory Residents.” 

• The Weighting is set at 20% for the assessment process and 
the purpose of value for Palmerston, local development and 
value adding.  

• This weighting is applied to all RFQ/RFT submissions. 

Completed 

8 Council staff and 
aldermen need training 
on their procurement 
responsibilities, 
including better 
planning in relation to 
managing tenders and 
debriefing 
unsuccessful tender 
applicants to assist 
those applicants to 
provide more sound 
application in the 
future. 
 

• Council fails to 
effectively regain the 
trust from all 
stakeholders 

• Council fails to 
effectively design 
and implement 
contemporary 
governance 
practices 

Supported • A Strategic Procurement Advisor was recruited in May 2018 
to implement this recommendation.  

• Currently in place is the requirement for all staff to seek 
advice from the Strategic Procurement Advisor prior to any 
procurement activities to ensure better planning and 
stakeholder management. This will also ensure consistency 
and an informed approach by staff. As part of their induction, 
Elected Members were provided with information on their 
role in procurement. 

• Staff are also undertaking ongoing training. 
• Council Policy FIN04 Procurement contains an express 

prohibition on any canvassing of Elected Members or 
Council staff in relation to procurement. 

• All staff have been informed of the register created to record 
all approaches to officers received from companies in 
relation any projects or contracts that Council is undertaking 
or will be undertaking. 

 
 
 
 
 
 
 
 
 

Ongoing 
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9 New or reclassified 
positions, duties and 
responsibilities should 
be evaluated by an 
external service 
provider to ensure the 
position is at its level 
and salary prior to 
approval. 
 

• Council fails to 
attract, value, retain 
and develop the right 
people with the 
desired culture 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices  

Supported • All contract positions created in the last 12 months have 
been assessed by an independent agency Mercer who 
specialise in salary and benchmarking prior to the job being 
advertised.  

• Human Resources staff have been trained in the Mercer 
methodology. Human resources staff will undertake this 
assessment as well as alignment to the Enterprise 
Agreement for any new non-contract staff positions.     

Completed 

10 The Council ensure all 
reclassified and new 
positions are 
advertised. 
 

• Council fails to 
attract, value, retain 
and develop the right 
people with the 
desired culture 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Not Supported • Whilst all vacant positions are advertised, those reclassified 
positions are not always advertised depending on the 
circumstance in which they require reclassification. If the 
position has been reclassified due to the incumbent staff 
member’s position being restructured including taking on 
additional responsibilities, it is unfair to that staff member to 
be required to compete against others for that role.  

• This recommendation is also not consistent with the 
requirement to offer staff whose position has been made 
redundant an appropriate alternative position within the 
organisation should they wish to remain.  

• No further action is recommended; however management is 
reviewing Human Resource policies and will ensure a 
consistent and transparent approach to recruitment. 

Completed 

11 The HR04 policy 
should require written 
justification for 
reclassifications and 
appointments to 
positions and it be 
placed on the relevant 
staff employment file. 
 

• Council fails to 
attract, value, retain 
and develop the right 
people with the 
desired culture 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • HR04 is Council’s Staff Recruitment policy. All HR Policies 
are currently being reviewed.  

• As part of this review, the expectation that all appointments 
and reclassifications will have written documentation against 
them to be placed on staff files will be added as a 
requirement. This practice has already been implemented. 

• Management has amended processes to ensure all 
appointments generate a letter of offer that is signed by the 
CEO and placed on the employee file.   

 
 
 

Ongoing 
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12 The CEO must ensure 
that the Council 
approved staff plan is 
adhered to, that a 
consistent approach is 
followed for all 
employment and that 
the final decision 
making be the 
responsibility of the 
CEO. 

• Council fails to 
attract, value, retain 
and develop the right 
people with the 
desired culture 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • The Municipal Plan and Budget contains the approved 
Staffing Plan. 

• The CEO will ensure that both the approved FTE numbers 
and salary budget are adhered to as per the Municipal Plan. 

• Council approval is sought for any additional permanent 
FTEs beyond the level approved in the Municipal Plan and 
Budget. 

Completed 

13 Council treat all public 
questions and 
responses at Council 
meetings the same and 
record them either in 
the Agenda or minutes 
to promote 
transparency and 
openness. 
 

• Council fails to regain 
the trust from all 
stakeholders 

Supported • Council has implemented Council Policy MEE03 Public 
Question Time which provides a consistent approach for the 
public to answer questions and have them responded to. It 
also includes recording the questions and answers in the 
minutes of the meeting. 

• Council Policy MEE03 Public Question Time is available on 
Council’s website. 

Completed 

14 Council look for ways 
to be open, transparent 
and accessible, for 
example consider the 
use of webcasting or 
radio broadcast of 
Council Meetings. 
 

• Council fails to regain 
the trust from all 
stakeholders 

Supported • Council is proactive about being open, transparent and 
accessible but will not be undertaking webcasting or radio 
broadcasting. 

• Council meetings are open, and the public are encouraged 
through advertising and messaging to attend and participate.  

• Council also has an informal public forum for 30 minutes 
prior to each Ordinary Council meeting for members of the 
public to ask questions and discuss issues with Council.  

• In 2018, Council introduced Council to the Community 
Meetings. These are continuing with 3 proposed for this 
year. 

• Council also has a stall at the Palmerston Markets once a 
month (April-October) staffed by Elected Members. 

 

Completed 
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15 The Council requires 
the CEO to attend all 
Council meetings when 
crucial business is 
being considered. 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

• Council fails to make 
informed and timely 
decisions 

Supported, 
acknowledging 
that the CEO 
is entitled to 
personal leave 
and may be 
absent on 
Council 
business 

• The CEO will make all reasonable attempts to attend all 
Council meetings, however there will be instances where the 
CEO is absent on official council business, eg. ALGA.  

• All travel on Council business and leave of the CEO must be 
noted by the Mayor and is circulated to all Elected Members 
along with the details of the Acting CEO. 

• In the absence of the CEO, there will always be a CEO in 
place. 

Completed 

16 The Council actively 
consider and decide on 
matters that affect the 
CEO’s availability to 
undertake their role as 
CEO of Council. 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

• Council fails to make 
informed and timely 
decisions 

Supported • Business and personal leave of the CEO is noted by the 
Mayor, including discussion of impacts.  

• All Elected Members are advised in writing of all absences of 
the CEO, including who will be Acting CEO. 

• The CEO Performance Appraisal Committee undertakes a 
review of the CEO’s performance every 12 months, with an 
interim review occurring every six months. 

• The CEO Performance Appraisal Committee meetings are an 
opportunity for the Council to consider and decided on 
matters that affect the CEO’s availability. 

Completed 

17 Council have a policy 
on when a casting vote 
is to be used by the 
Chair. 
 

• Council fails to make 
informed and timely 
decisions 

Not supported • Section 61 of the Local Government Act allows Council to 
have a policy on the use of the casting vote. It does not 
prescribe how this should be used which is the intent of this 
recommendation. It is inappropriate for Council to instruct a 
member on how to vote. 

• Council has implemented a policy regarding use of the 
casting vote in Decision Number 9/0005 on the 17th April 
2018 and does not intend to take any further action. 

Completed 

18 • Committee Members 
need to understand 
their role is to consider 
matters and report 
recommendations to 
the Council. 
 
 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • Management has provided extensive induction training for 
all Elected Members including on the requirements of their 
role. 

• Council has reviewed its committee structure. Terms of 
Reference and delegations have been developed and 
implemented. 

Completed 
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19 • Committee Members 
need to understand the 
CEO is responsible for 
directing staff and not 
Aldermen 

• Council fails to 
attract, value, retain 
and develop the right 
people with the 
desired culture 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • Council accepts this recommendation and provided 
extensive induction training for all Elected Members 
including their responsibilities and powers and the 
separation between the administration and the body politic. 

• Training and explanation of responsibilities was part of 
induction training for Elected Members. 

• It is the CEO’s responsibility to advise Elected Members on 
their responsibilities should an issue arise. 

Completed 

20 • Any changes to Council 
policies, in which 
Council is responsible 
must be made by 
Council and any 
existing resolutions 
contrary to this should 
be rescinded. 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • All policies are adopted by Council resolution. 
• On 7 August 2018, Council adopted a Policy Review 

Schedule which outlines when policies will be reviewed over 
the term of the 9th Council. To date 24 policies have been 
reviewed. 

• Where required, contrary policies or resolutions are 
rescinded. 

Ongoing 

21 Council policies set out 
a process and 
procedure for 
documenting 
correspondence 
passing between 
Committee and Council 
and in particular a 
requirement for 
Committees to submit 
minutes of their 
meetings to each 
Council meeting.  

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

• Council fails to make 
informed and timely 
decisions 

Supported • The 3 Council committees are required to provide minutes 
to the next practical Ordinary Council meeting and a copy is 
placed on the Council website. 

• Standardisation of templates is being implemented. 
 
 
 
 
 
 
 
 
 
 
 
 
 

Completed 
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22 Alderman on the 
commencement of 
their term of office as 
an Alderman read and 
sign the Code of 
Conduct to 
demonstrate their 
commitment to 
upholding this code. 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Not supported • Council considered the Code of Conduct for Elected 
Members on 12 December 2017 and the adopted Code of 
Conduct reflects Schedule 2 of the Local Government Act. 

• All Elected Members are required by legislation to adhere to 
the Code of Conduct. 

• Elected Members are also provided with the opportunity to 
undertake AICD training on their responsibilities and 
obligations.  

• It is not considered that a signature would add any value to 
the process 

Completed 

23 The Chair is to receive 
suitable training to 
recognise when poor 
behaviour is to be 
addressed and the 
offending Alderman 
should be addressed 
accordingly. 
 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • Management accepted this recommendation and provided 
extensive induction training for all Elected Members 
including on meeting conduct and management, as all 
Elected Members may act as Chair over the course of 
Council’s term. 

• Elected Members are also provided with the opportunity to 
undertake AICD training on their responsibilities and 
obligations.  

• Further training on meeting procedures will be undertaken 
following experience. 

Completed 

24 The CEO is responsible 
for the health and 
safety of Council staff 
and therefore the CEO 
must be prepared to 
remove and/or protect 
staff where an 
alderman openly 
criticises or is 
discourteous to 
Council staff. 

• Council fails to 
attract, value, retain 
and develop the right 
people with the 
desired culture. 

• Council fails to 
effectively design 
and implement 
contemporary 
governance practices 

Supported • As part of induction training, Elected Members are advised 
to deal with the cEO or ELT as appropriate. 

• Elected Members have received training the separation 
between Council and the administration. 

• The CEO is aware of his responsibilities and will act if the 
need arises. 

• The CEO discusses with ELT on an ongoing basis any issues 
raised by staff. 

• The CEO meeting with the Mayor on a regular basis 

Completed 
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AGENDA ITEM: 11.1 

REPORT TITLE: External Audit Plan for 30 June 2019 

REPORT NUMBER: 9RMA/015 

MEETING DATE: 25 June 2019 

Author: Executive Manager Finance, Shane Nankivell 

Approver: Chief Executive Officer, Luccio Cercarelli 
 
 

COMMUNITY PLAN  

Governance:  Council is trusted by the community and invests in things that the public value. 

PURPOSE 

This report seeks to inform the Committee of the External Audit Plan for 30 June 2019. 

KEY MESSAGES 

• Merit Partners undertook an interim audit in May 2019. 
• Council’s processes and controls were considered generally satisfactory, and a controls-based 

approach will be undertaken for the final audit where possible. 
• Although the interim audit is still to be finalised, at the date of the Audit Plan no new substantial 

areas for improvement were identified.  
• Out of the seven improvement recommendations from the final audit for 2017/18, one has been 

resolved with the remaining six partially resolved and it is intended that they will be finalised by the 
final audit for 2018/19. 

• The site visit for the final audit will be undertaken the week commencing 9 September 2019. 

RECOMMENDATION  

THAT Report Number 9RMA/015 entitled External Audit Plan for 30 June 2019 be received and noted. 

BACKGROUND 

Merit Partners was appointed as Councils’ external auditors in mid-2018 and consequently completed 
the 2017/2018 audit cycle.  
 
Merit Partners undertook their second interim audit during May 2019.  Based on this interim audit the 
Audit Plan at Attachment A was developed for the end of financial year audit 30 June 2019.   

DISCUSSION 

During the recent interim audit, Merit Partners interviewed key staff, and documented and reviewed 
processes and control procedures.  Based on Merit Partners’ examinations, they have determined that 
Council’s controls were generally satisfactory and will be conducting a controls-based approach to the 
end of financial year audit wherever possible.  In the course of any audit, there are areas where a 
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substantive audit approach is more efficient or effective.  These include but are not limited to employee 
entitlements provision, valuation of assets and restoration provisions.   
 
The interim audit conducted in May 2019 did not identify any new audit recommendations for 
improvement.  Of the seven low risk audit recommendations presented with the final 2017/18 audit, 
one has been resolved with the remaining six partially resolved. It is intended that these will be 
concluded by the final 2018/19 audit.  Detailed explanations are available in section 6.3 of Attachment 
A.   
 
The final audit site visit is scheduled to be undertaken the week commencing 9 September 2019, 
providing enough time for officers to finalise the financial statements ensuring they are lodged within 
the statutory timeframe.   

CONSULTATION PROCESS 

The following City of Palmerston staff were consulted in preparing this report: 

 

• Finance Team 

 

In preparing this report, the following external parties were consulted: 

 

• Merit Partners 

POLICY IMPLICATIONS 

There are no policy implications for this report.  

BUDGET AND RESOURCE IMPLICATIONS 

The external audit will be undertaken within existing budgets. 

RISK, LEGAL AND LEGISLATIVE IMPLICATIONS 

In accordance with the Local Government Act and the Local Government (Accounting) Regulations, Council 
must have an auditor appointed. The auditor is to undertake an audit on Council’s financial statements 
to provide assurance that they are free from material misstatement and are prepared in accordance with 
the Australian Accounting Standards and any relevant legislation.  The financial statements contribute 
to the Annual Report which must be lodged with the Department of Local Government, Housing and 
Community Development on or before 15 November each year.  

ENVIRONMENT SUSTAINABILITY IMPLICATIONS 

There are no environment sustainability implications for this report. 

COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION 

We the author and approving officer declare that we do not have a conflict of interest in relation to this 
matter.   

ATTACHMENTS 

Attachment A: Draft Audit Plan for the year ending 30 June 2019. 
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Private and confidential 

 

12 June 2019 

 

The Council 

City of Palmerston 

PO Box 1 

Palmerston NT 0831 

 

 

Dear Council Members 

 

We are pleased to present our Audit Plan (“Plan”) for the audit of City of Palmerston (“the 

Council”) for the year ending 30 June 2019.  This Plan outlines the scope of our services, and 

presents our understanding of some key considerations that will affect the 2019 audit, including 

matters arising from the recent interim audit. 

 

Our audit is designed to express an opinion on the 2019 full year financial statements.  Our 

current year Audit Plan has been prepared based on our understanding of the Council’s 

business and the industry it operates in.  We have considered and will continue to consider the 

Council’s risks, assess those that could materially affect the financial statements and align our 

procedures accordingly.  The Audit Plan will be responsive to your needs and will maximise 

audit effectiveness so we can deliver the high quality audit you expect. 

 

Our commitment to quality will be reflected in every aspect of our work. If you have any 

questions or comments, please contact me on 8982 1444. 

 

 

Yours faithfully 

 

 

 

MunLi Chee 

Partner 

 

 

cc Mr Shane Nankivell 
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1. Executive Summary 

1.1 Introduction 

As part of our engagement as the External Auditors of City of Palmerston (“the Council”), we will 

undertake a financial statement audit of the Council for the year ending 30 June 2019.  Our audit 

process, which comprises of a planning and interim audit and a year-end audit, will focus on those 

risks with the potential for significant financial statement impact. 

1.2 Our Audit 

Our audit procedures are designed to assist us to form an opinion at year-end as to whether the 

financial report as a whole, will be presented in accordance with the Australian Accounting Standards 

(including the Australian Accounting Interpretations) and the Local Government Act. 

During the interim audit, we have made an assessment of the internal control environment of the 

Council.  We have documented the business and accounting processes of the Council, including the 

internal controls over these processes. We have performed walkthroughs and test of key controls. 

Following the outcome of the controls testing during the interim audit, we have determined the nature, 

timing and extent of the substantive audit that we need to perform at year end. Where we have 

identified significant weaknesses in internal controls we will bring them to the attention of 

management via the management letter.  Findings from the interim audit are documented in Section 

6. 

Our audit is primarily designed to enable us to express an opinion on the fairness of the year-end 

financial report, on a material basis. 

1.3 Audit Plan Highlights 

Audit approach Our scope, which is based on the size and risk of the Council, is set out in 

Section 2 of this report.  

We seek to test IT and manual controls in the key financial statement 

processes and therefore expect to take a controls based approach 

wherever possible. Details of our controls based approach are outlined in 

Section 2.4 of this report. The nature and extent of our controls testing is 

dependent on and considers whether the IT general controls environment 

of the Council is operating effectively.  We have assessed the IT general 

controls environment during the interim audit.   

We will adopt a substantive approach to areas that requires significant 

judgement by management including: 

 The valuation of Property, Plant and Equipment 

 The assessment of Doubtful Debts 

 The estimates and factors influencing the calculation of Employee 

Entitlements and 

ATTACHMENT A

Page Number 64



 

 
City of Palmerston  

Audit plan for the year ending 30 June 2019 MP  2 

 

1.3       Audit Plan Highlights (continued) 

Audit approach 

(continued) 

 The estimates and factors influencing the calculation of Provisions 

including the Future Reinstatement & Restoration of the Landfill. 

 

Materiality Our audit is planned to obtain reasonable assurance of detecting 

misstatements that we believe could be, individually or in aggregate, 

material to the financial statements. 

Our planning materiality has been set at $840,000 after taking into account 

qualitative and quantitative factors. We will continue to report to the Risk 

Management and Audit Committee (“RMAC”) errors impacting surplus by 

more than $42,000. 

 

Risk assessment 

and areas of 

audit focus  

As part of our risk assessment process, we have held discussions with 

Council management to understand the key changes in the business and 

adapt our audit approach accordingly. Matters arising from these 

discussions will be incorporated into our key areas of audit focus. 

Our key focus areas are summarised below and explained in detail in 

Section 3 of this report: 

 Going Concern 

 Valuation of Assets 

 Application of Future Applicable Accounting Standards, in 

particular AASB 15 Revenue from Contracts with Customers, 

AASB 1058 Income for Not-for-profit Entities, and AASB 16 

Leases 

 Compliance with Australian Accounting Standards, the Local 

Government Act and other applicable Laws and Regulations and 

 Fraud Related matters. 

 

These matters will be updated at the final audit. 
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1.3       Audit Plan Highlights (continued) 

Key Financial 

Processes 

During the interim audit, we have documented the Council’s key processes 

and tested key controls relating to the following processes: 

 Revenue and receipts 

 Procurement/Purchases and payments 

 Payroll and related payments 

 Bank reconciliations 

 Property, plant and equipment – purchases & disposals and 

 Financial Statement Close Process. 

Refer also to Section 2 for the audit approach. 

 

Financial 

Reporting Risks 

and Accounting 

Issues 

Our assessment of the key financial reporting risks and audit and 

accounting issues facing the Council in 2019 and our plan to address these 

during our audit are in Section 3 of this report. 

 

Independence We confirm our independence requirements with APES 110 Code of Ethics 

for Professional Accountants, and in our professional judgment, the 

engagement team and the Firm are independent. We have the appropriate 

controls in place to ensure we remain independent throughout the audit. 

 

Engagement 

execution and 

reporting 

We have set out the scope of our audit in Section 2 of this report.  

We continue to regularly engage with the Council’s finance and 

management teams as part of our audit planning and execution. We have 

set out in Appendix B a summary of our communication and deliverables 

throughout our audit. 
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2. An Effective Audit Approach 

Our audit is primarily designed to enable us to express an opinion that the financial report is prepared, 

in all material respects, in accordance with the Australian Accounting Standards (including the 

Australian Accounting Interpretations) and the Local Government Act 2008 and Local Government 

(Accounting) Regulations. 

The specific terms and scope of the external audit engagement are set out in our engagement letter in 

Attachment A. 

2.1 Opinions to be issued 

Audit of the full year financial statements 

Our audit will be conducted to provide reasonable assurance as to whether the financial report for the 

year ending 30 June 2019 is free of material misstatement.  We will conduct our audit in accordance 

with Australian Auditing Standards and the financial reporting requirements of the Local Government 

Act 2008 and Local Government (Accounting) Regulations. 

Other opinions 

We will also audit the special purpose financial report of the Council’s various grant programs in 

accordance with each grant funding terms and conditions and the reporting requirements of each 

funding body, as required. 

2.2 Materiality 

We design our audit procedures to obtain reasonable assurance that errors in the financial statements 

are not material individually or in aggregate. Errors are considered to be material if, individually or in 

aggregate, they could reasonably be expected to influence readers of the financial statements. 

Materiality is used to determine the nature and extent of our audit procedures. AASB108 Accounting 

Policies, Changes in Accounting Estimates and Errors states that ‘omissions or misstatements of 

items are material if they could, individually or collectively, influence the economic decisions that users 

make on the basis of the financial statements.  

Our preliminary materiality is set at $840,000, which is calculated based on extrapolated full year 

revenue. We will reassess our calculation once we receive the full year financial reports of the 

Council.  

All identified audit differences in excess of $42,000 will be brought to the attention of management for 

consideration and action as appropriate. We will communicate any audit differences that are not 

adjusted by management, as well as significant corrected misstatements.  

We will regularly review the level of materiality throughout the engagement and where a change is 

necessary we will advise the Risk Management and Audit Committee accordingly. 

2.3 The risk of fraud and error 

The primary responsibility for the prevention and detection of fraud and error rests with those charged 

with the governance and management of Council. The Council has an active program for the 

prevention and detection of fraud. 

Our responsibility as the external auditor is to consider the risk of fraud and the factors that are 

associated with it to ensure that the financial statements are free from material misstatement resulting 

from fraud. However, it is important to note that while our external audit work is not primarily directed 
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towards the detection of fraud or other irregularities, we will report any matters identified during the 

course of our work.  

2.4 Controls reliance 

Our audit has been designed to obtain a significant degree of audit comfort from reliance on and 

testing of internal controls. This approach of understanding and evaluating controls is risk based and 

structured on a foundation of the Council having a strong control environment framework. 

In accordance with Australian Auditing Standards, the external auditor must gain an understanding of 

the internal controls relevant to the audit. Specifically, this assessment must cover: 

 The control environment 

 The Council’s risk assessment procedures 

 Control activities (including general IT controls) and 

 Monitoring of controls (internal audit and self-assessment). 

Where significant deficiencies come to our attention during the course of our audit, we will 

communicate these to the Risk Management and Audit Committee and management in a timely 

manner.   We will also provide management with a letter during the audit process, outlining our 

findings and our recommendations on where improvements can be made.  Findings from the interim 

audit have been documented in Section 6. 

2.5 IT general controls 

In conducting our work, we intend to place reliance on the IT systems across the Council, based on 

the significant accounts supported by these systems. Evaluating IT general controls (“ITGCs”) is an 

integral part of our audit in assessing the controls that underpin financially significant systems and 

support the confidentiality, integrity and availability of information processing. Our evaluation of ITGCs 

focuses on two key areas: 

Area Description 

Access to programs and 

data 

Controls are in place to determine that only authorised persons 

have access to data and applications (including programs and 

related resources) and that they can only perform specific 

authorised functions. 

Change management Controls are in place to determine that only appropriately 

authorised, tested, and approved changes are made to 

applications, interfaces, databases, and operating systems. 

 

In the absence of an effective ITGC, reliance cannot be placed on system based controls or the data 

they produce. 
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2.6 Approach to key financial statement close process 

We have considered the IT general control environment for Dynamic NAV, which drives the financial 

statement close process, accounts receivable and accounts payable processes, during the interim 

audit, and have assessed it to be generally effective.   

In the absence of an effective ITGC, reliance cannot be placed on Dynamic NAV’s system based 

controls or the data it produces without significant alternate procedures being performed around 

verifying the integrity and accuracy of any reports generated from Dynamic NAV. This would include 

testing a sample of transactions or data contained in the reports and vouching to supporting 

documentation as well as checking the report for clerical accuracy. For application or IT dependent 

manual controls, we will be required to extend our testing sample size from 1 to 25 depending on the 

frequency of the control. 

As per Section 2.5, we expect to rely on the Council’s IT general controls, and therefore we have, at 

the interim audit, and will test at the final audit, the IT application controls in the following key 

processes: 

 Billings and Collection (Rates and user charges). 

We support our IT general controls testing with manual controls testing in the following processes: 

 Procurement/Purchases and payments 

 Payroll and payments and 

 Grants and other revenue streams and receipts. 

In the course of any audit, there are areas where a controls reliance approach is not appropriate and 

where a substantive audit approach is more efficient or effective. Significant or judgemental balances 

that we audit substantively are: 

 Valuation of financial and non-financial assets 

 Employee Entitlements and 

 Future Reinstatement and Restoration. 

As the Council continues to improve the process controls, we will review our approach and rely on 

controls where possible. We have set out a table which summarises the level of controls reliance we 

expect to achieve in the key financial statements processes.  

Process IT reliance Controls reliance 

Financial statement close   
 
 
 Low High 

 
 
 

Substantive  Control 

Revenue and receivables  
 
 
 Low       High 

 
 
 

Substantive  Control 

Purchases and payables   
 
 
 Low   High 

 
 
 

Substantive  Control 

Cash receipts and payments  
 
 
 Low  High 

 
 
 

Substantive  Control 
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Process IT reliance Controls reliance 

Payroll and payments  
 
 
 Low High 

 
 
 

Substantive  Control 
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2.7 Audit Approach 

Activity Planning / Risk Assessment Testing Completion 

Objectives  Perform risk assessments  

 Determine critical accounting matters 

 Plan audit procedures 

 Evaluate fraud risk in financial reporting 

 Understand accounting and reporting 

activities 

 

 Test operating effectiveness of key controls with 

sample sizes based on frequency and nature of 

controls 

 Assess control risk and the risk of significant 

misstatement 

 Perform substantive audit procedures 

 Audit non-routine transactions and re-assess the risk 

of misstatement 

 Consider if audit evidence is sufficient and 

appropriate 

 Evaluate and report audit 

findings 

 Form and issue audit opinion 

Activities  Obtain an understanding of Council’s 

business via discussions with executive 

management 

 Assess risks and identify general ledger 

accounts requiring audit focus 

 Assess materiality having regard to 

business forecasts 

 Undertake analytical reviews and assess 

key accounting issues 

 Discuss key processes and controls 

relevant to “significant general ledger 

accounts” 

 Test the design and implementation of 

controls 

 Perform testing on complex and non-routine 

transactions 

 Perform other tests to supplement controls testing 

 Audit financial statement disclosures 

 Resolve judgemental issues 

identified during the audit 

 Evaluate the Council’s 

financial statements 

 Summarise key findings and 

report to management and 

the RMAC Members 

Deliverables  Feedback on pro-forma Financial Report 

pre year end (if prepared) 

 Summary of adjusted and unadjusted audit 

differences for consideration by management 

including significant deficiencies in internal controls 

 Draft report to the RMAC 

 Draft audit closing report 

 Audit opinions and applicable 

independence declarations 

 Full year report to the RMAC 

 Attendance at the RMAC 

meeting 
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3. Risk Assessment and Areas of Audit Focus 

3.1 Our risk assessment of financial statement accounts 

Our approach is to identify the significant accounts at a financial statements level and the critical 

accounting processes that impact these accounts.  This necessitates the determination of significant 

accounts and related key processes.  Our audit then addresses these areas. 

The Council’s significant accounts and the planned testing are as follows: 

Financial Component 
Analytical 

review 

Planned 

control reliance 

Substantive  

Testing 

Approach ® 

Rates, Statutory charges and User charges    

Grants, subsidies and contributions    

Investment Income and Other income    

Employee costs    

Materials, contracts and other expenses    

Depreciation, amortisation and impairment    

Other operating income and expenditure (such as 

loss on disposal, gain on revaluation, capital 

grants, resources received free of charge) 

   

Cash and cash equivalents    

Trade and other receivables    

Other financial assets    

Infrastructure, Property Plant and Equipment 

(including assets held for sale, investment 

property and work in progress) 

   

Trade and other payables    

Provisions    

Equity    

® As we plan to rely on the key controls, we will perform other primary substantive procedures such as substantive analytics. 
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3.2 A risk focused approach 

Our risk assessment process helps us focus our audit efforts on the Council’s key risk areas, being 

those risks which might lead to a material misstatement in the Council’s financial statements, and 

forms the basis of our overall audit plan. We revisit the appropriateness of our view of risk throughout 

the audit cycle as the business, economy and industry conditions evolve.  

In order to identify the key business risks of the Council, we have considered the following: 

 The Council’s strategies and objectives 

 The location in which the Council operates 

 Changes in the Local Government Act and Regulations and 

 The economic and market conditions in which the Council’s operates. 

This will involve discussions and input from senior management, drawing on our experience and 

knowledge, reference to external data sources, examining the Council’s current and proposed 

accounting and reporting practices and identifying key judgemental areas. 

We have prepared a summary of those key risks and our planned responses below: 

Areas of audit focus Audit procedures to be performed 

Ability to continue to 

operate as a going 

concern. 

The audit will ascertain if the Council will have sufficient funds to continue to operate and 

fund its programs for the next 12 months from the sign-off date of the 2019 audit report. 

We will review the Council’s minutes of meetings and hold discussions with management to 

identify any events that may impact the viability of the Council.  

We will also review the Council’s business plans, budgets and cash flow forecasts.  

We will obtain an understanding of why management believes the Council is a going 

concern. 

Revaluation of 

Infrastructure Assets/ 

Fixed Assets 

valuation and 

Ownership 

 

The Council revalues its physical non-current assets that have been valued at fair value 

when there has been a material change in fair value or at least every three years. The 

Council has appointed an external third party consultant to revalue all land, buildings and 

other structure assets, componentised where necessary, as at 30 June 2019.  The 

Council’s is currently waiting on the final report from the valuer.  We will follow up and 

assess the integrity of the data provided to the valuer and review the reconciliation between 

the data used for revaluation and the asset records in the Council’s Fixed Asset Register. 

Fixed assets’ useful lives and depreciation rates will be reviewed based on the revaluation 

report received from the external Valuer and we will review management’s assessment of 

impairment. 

We will also obtain and review the Council’s fixed assets register and agree this to the 

general ledger balances. A sample of additions and disposals will be checked against 

related support, procurement guidelines and policies. We will also review related repair and 

maintenance accounts to ascertain that relevant transactions of a capital nature have not 

been omitted from being capitalised. 
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Areas of audit focus Audit procedures to be performed 

Application of 

Future 

Applicable 

Accounting 

Standards 

 

The Australian Accounting Standards Board (AASB) issued the following new Standards 

which are deemed applicable to the Council: 

 AASB 15 Revenue from Contracts with Customers; 

 AASB 1058 Income for not-for-profit entities; and 

 AASB 16 Leases 

AASB 15 Revenue with Contracts with Customers and AASB 1058 Income for Not-for-

Profit Entities are effective for annual reporting periods beginning on or after 1 January 

2019 and will be reported in the Council’s financial statements for the first time in 2019/20, 

unless the Council chooses to early adopt these standards.  

Under these new standards, revenue from grants and donations will be recognised when 

any associated performance obligation to provide goods or services is satisfied, and not 

immediately upon receipt as currently occurs. Consequently, more liabilities are expected 

to be recognised in the balance sheet after adoption of this standard. 

AASB 16 Leases is effective for annual reporting periods beginning on or after 1 January 

2019 and will be reported in the Council’s financial statements for the first time in 2019/20, 

unless the Council chooses to early adopt these standards.  

The new standard will supersede AASB 117 Leases and requires the majority of leases to 

be recognised on the balance sheet. The Council have various long-term leases in place. 

Accordingly, a right-of-use asset will now come onto the balance sheet together with a 

lease liability for all leases with a term of more than 12 months, unless the underlying 

assets are of low value. The Statement of Comprehensive Income will no longer report 

operating lease rental payments, instead a depreciation expense will be recognised relating 

to the right-to-use asset and interest expense relating to the lease liability. 

The new standards are likely to have a material impact on the Council’s financial 

statements. It is important that management dedicate resources to ensure that the 

accounting and disclosures required by these new standards are met. 

Compliance with 

Australian Accounting 

Standards (AAS), the 

Local Government Act 

(NT) and other 

applicable laws and 

regulations. 

 

Changes to AAS and regulatory requirements may have an impact on the Council’s 

financial reporting requirements. The continuous close monitoring from regulators will also 

impact the Council’s operations. 

We will perform audit procedures over year-end reconciliations and review the financial 

statements in accordance with Australian Accounting Standards, the Local Government Act 

(NT) and other applicable laws and regulations. 

We will review Council’s compliance with other relevant legislation including the Waste 

Management and Pollution Control Act of the Northern Territory Environmental Protection 

Authority in relation to its waste and recycling activities and the Work and Safety (National 

Uniform Legislation) Act in relation to work health and safety of its employees. 

We will also follow up on any compliance audits undertaken by regulators.  
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Areas of audit focus Audit procedures to be performed 

Existence of Fraud  Occurrences of fraud may result in significant losses to the Council if controls in place are 

not effective.  The impact of fraud may become material to the Council’s financial 

statements. 

We will continue to assess the impact of fraud on Council’s operations and the 

effectiveness of controls in place to prevent and detect fraud. 

 

Apart from the above areas of audit focus, below are other key audit and accounting issues that will 

be considered during our audit: 

 

Areas of audit 

consideration 
Audit procedures to be performed 

Land Under Roads We will obtain and review the Council’s accounting policy and related support 

surrounding the exclusion or inclusion of accounting for Land Under Roads within the 

financial statements at year-end. 

This will include a further review and examination on the basis for ownership and 

control of the asset, the basis for valuing the land, the proposed treatment for 

recognising land and related disclosures within the financial statements. 

Provisions Landfill restoration/ reinstatement provision 

Based on the Pollution Abatement Notice (PAN) received from the Environmental 

Protection Act, the Council has an obligation to remediate and restore land in Archer 

that was used for the disposal of waste by burial prior to August 2012. 

We will review the Council’s assessment in relation to the liability accounted for landfill 

restoration and the compliance to the PAN issued. 

Other provisions 

For all other provisions, Merit Partners will review the Council’s assessment and other 

supporting documents for the provisions recognised. 

Restricted reserves We will obtain and review the Council’s support over restricted cash and reserve 

accounts. We will review and test the accuracy of the information within the accounts to 

relevant support and approval for use of the Restricted Reserves and undertake a 

review of budgets and funding agreements to ascertain that balances are complete at 

reporting date. 

Street Lighting fees, 

maintenance and 

ownership 

We will review the Council’s position in relation to street lighting issues and any impact 

on the Council’s budget. 
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4. A Trusted Client Service Team 

We understand that our team is the most important element of your relationship with us. We have 

effectively balanced our core team with the need for innovation and fresh insights. 

The allocation of the key roles and responsibilities of the Merit Partners’ audit engagement team is 

summarised below. Our team has been structured to ensure an effective audit is achieved to meet 

your requirements. 

Name, commitment, role 

MunLi Chee Client Service Executive/Lead Audit Partner 

As the Client Service Executive/Lead Audit Partner, MunLi will have overall 

responsibility for the provision of audit services to the Council and will 

oversee the team’s work.  The Council members, RMAC members and the 

Executive Management team will have direct access to MunLi at any time to 

provide feedback. MunLi is familiar with the audit requirements of the 

Council.  She will ensure a seamless and undisruptive service to the 

Council.   

Matthew Kennon Independent Review Partner 

As the Independent Review Partner, Matthew will conduct reviews and will 

provide specialist assistance in the audit of the Council as required by the 

audit team.  Matthew may be consulted on any technical issues in relation 

to the audit and financial reporting by the Council. 

Candice Thomson Engagement Senior Manager 

As the Senior Manager, Candice will be the main contact person liaising 

with the Council’s relevant personnel to ensure seamless conduct of the 

audit and to provide continued feedback on the progression of the audit 

through the various stages of completion.  

Amy Britton Engagement Field Manager 

Amy will have responsibility for the provision of audit services to the Council 

and will manage and be involved in the team’s work. 

Sun Cho Lead Senior Auditor 

As the Lead Senior Auditor, Sun will be responsible for overseeing the audit 

team, performing audit fieldwork and preparing the file for the Client Service 

Executive and Senior Manager/Field Manager review. She will also prepare 

the planning documentation as well as general and substantive audit 

procedures. 

.
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5. Independence 

We understand the importance of independence.  We have been rigorous in maintaining our 

independence and managing conflicts.  We will remain independent, and be seen to be independent. 

Independence is fundamental to Merit Partners as our ongoing reputation and success is connected 

to our ability to meet both the Council’s and broader regulatory independence requirements. 

We have consistently complied with all professional regulations relating to auditor independence 

including those outlined in APES 110 code of Ethics for Professional Accountants. 

Accordingly, we ensure that there are controls in place and actions taken on a regular basis that 

mitigate any risks to our independence. 

 

We have no conflict of interest:

► All team members (including 

specialists) have personally 

confirmed their independence

► We adhere to strict client 
confidentiality requirements

We confirm that there are no 

non audit services provided to 

the Council

We adhere to the 

Council’s Audit 

independence rules

We do not provide any 

prohibited services

We comply with all 

independence legislation 

and guidelines

Merit Partners, its Directors 

and current service team 

members do not hold any 

financial interests in the 
Council

We have a strong 

independent review 

process, including a 

significant 
independent review 

partner role

We bring differences 

in opinion to 

management and the 

CouncilIndependent in 

“appearance”

Independent in 

“mind”

Meeting

your

independence

requirements

Integrity     I     Objectivity     I     Professional scepticism
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6. Interim Audit Results 

We have recently undertaken our interim audit of the Council. The interim audit covered a number of 

procedures such as the control testing over payroll, payments, property, plant and equipment and the 

financial statement close processes; areas of audit focus, and risk assessment of material 

misstatements to the financial statements. 

6.1 Inherent limitations and management’s responsibility 

It should be noted that the primary purpose of the interim audit procedures was to obtain sufficient 

and appropriate audit evidence to prepare for the requirement to form an opinion on the Council’s 

financial statements.  The audit was not, therefore, a comprehensive review of all systems and 

processes and was not designed to uncover all weaknesses, breaches and irregularities in those 

systems and processes.  Inherent limitations in any management process and system of internal 

control may mean that errors or irregularities might occur and not be detected.   

The audit did not constitute a complete examination of all relevant data and was not designed to 

uncover all processing errors and therefore may not have detected all breaches and irregularities that 

could have occurred. 

The fact that the interim audit to date has not identified any significant matters does not mean that 

there are no other matters of which you should be aware of in meeting your responsibilities, nor does 

this report absolve you from taking appropriate action to meet your responsibilities. 

6.2 Interim Findings 

Discussions with management and staff have provided an understanding of the key business 

processes and controls.  Overall, it appears that the Council has a satisfactory control environment 

and controls that will be able to be relied upon in the audit of the Council for the year ending 30 June 

2019.   

Our interim audit procedures are still in progress but to date no matters have been identified that we 

conclude are of sufficient importance to merit being reported to you. 

6.3 Year-end Planning 

An objective of this interim audit was also to liaise with the Council to plan for the orderly preparation 

and audit of the year-end financial statements.  Part of this process involved reviewing the timing and 

nature of audit procedures performed.  The outcome of this process was that the audit fieldwork and 

procedures will commence on 9 September 2019 to facilitate the completion of the audit to meet the 

required deadline.   
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Appendix A – Proposed Work Plan and Deliverables 

The estimated timing for the provision of audit services is detailed below and has been based upon 

our initial estimates of the Council’s likely reporting deadlines. Our proposed timetable is subject to 

change depending on the availability of Council personnel. 

 

Procedures Mar / 

Apr 
May 

June 

Aug / 

Sept 

Sept / 

Oct 

Liaise with management to arrange timing of  

 onsite visit and discuss issues 
  

 
  

Develop audit plan      

Internal team briefing      

Site visit to undertake interim audit 

 (scheduled - 21 May 2019) 

   
  

Site visit to undertake fixed assets testing 

  (scheduled – 2 September 2019) 

   
  

Site visit to undertake final audit  

 (scheduled – 9 September 2019) 

 
 

  

 
 

      

Deliverables      

Engagement letter issued      

Client Assistance Package (interim and final audit)      

Issue Audit Plan      

Attend Audit Committee Meeting      

Issue Final Audit Opinion *      

Issue Grant Aquittal Audit Opinion *      

Issue Audit Closing Report *      

 

* Initially plan to sign off the report in October 2019, however, this will be dependent on the Risk Management and Audit 
Committee meeting for approval of the financial report.  
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Appendix B – Communication with those charged 
with governance 

There are certain communications that we are required by Australian Auditing Standards to provide to 
those charged with governance. These are detailed below for management, the Council and Risk 
Management and Audit Committee’s reference: 

Required communication Reference  

Terms of engagement 

 Confirmation by the Management of acceptance of terms of engagement 

 Merit Partners to provide a copy of the engagement letter 

 

 

Engagement letter 

Planning and audit approach  

 Communication of the planned scope and timing of the audit including any 
limitations  

 

 

Audit Plan 

Significant findings from the audit  

 Our view about the significant qualitative aspects of accounting practices 
including accounting policies, accounting estimates and financial statement 
disclosures 

 Significant difficulties, if any, encountered during the audit 

 Significant matters, if any, arising from the audit that were discussed with 
Management 

 Written representations that we are seeking 

 Expected modifications to the audit report 

 Other matters if any, significant to the oversight of the financial reporting 
process 

 

 
Audit Closing Report  

Misstatements  

 Uncorrected misstatements and their effect on our audit opinion  

 The effect of uncorrected misstatements related to prior periods  

 A request that any uncorrected misstatement be corrected  

 In writing, corrected misstatements that are significant  

 

 
Audit Closing Report  

Fraud  

 Enquiries of the Council/Risk Management and Audit Committee to determine 
whether they have knowledge of any actual, suspected or alleged fraud 
affecting the Council 

 Any fraud that we have identified or information we have obtained that 
indicates that a fraud may exist 

 A discussion of any other matters related to fraud 

 

 
Audit Closing Report  

External confirmations 

 Management’s refusal for us to request confirmations  

 Inability to obtain relevant and reliable audit evidence from other procedures 

 

 
Audit Closing Report  
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Required communication Reference  

Consideration of laws and regulations  

 Audit findings regarding non-compliance where the non-compliance is 
material and believed to be intentional 

 Enquiry of the Risk Management and Audit Committee into possible 
instances of non-compliance with laws and regulations that may have a 
material effect on the financial statements that the Risk Management and 
Audit Committee may be aware of. 

 

 
Audit Closing Report  

Independence  

Confirmation that we have complied with the Local Government Act, and our 
professional judgment, including 

 A statement that the engagement team and others in the firm as appropriate, 
the firm and, when applicable, network firms have complied with relevant 
ethical requirements regarding independence; and  

 All relationships and other matters between the firm, network firms, and the 
entity that, in the auditor’s professional judgement, may reasonably be 
thought to bear on independence; 

 The related safeguards that have been applied to eliminate identified threats 
to independence or reduce them to an acceptable level. 

 

 
Audit Plan 
Audit Closing Report 

Going concern 

Events or conditions identified that may cast significant doubt on the entity's ability 
to continue as a going concern, including: 

 Whether the events or conditions constitute a material uncertainty 

 Whether the use of the going concern assumption is appropriate in the 
preparation and presentation of the financial statements 

 The adequacy of related disclosures in the financial statements 

 

 
Audit Closing Report  

Significant deficiencies in internal controls identified during the audit  

Audit Plan 
Audit Closing Report 
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Appendix C – Status of Recommendations Raised 
Previously 

High 

 

Issue that required immediate attention as it has the potential to have a 
serious adverse effect on the Council. 

 

Moderate 
 

Issue that could adversely affect the Council if not addressed or could 
reduce the efficiency of group operations. 

 

Low 
 

Issues that result in controls falling short of best practice. 

 

Risk 
Category 

Issue  Status 

Low 

Fixed Assets Register 

The Council does not maintain all its fixed assets 
within one accounting software. We note that fixed 
assets are maintained in Assetic and also through 
various excel spreadsheets. We also note the 
following: 

 The Council could not provide a register or 

report from Assetic detailing the asset 

identification and date of purchase; 

 The Asset registers were not complete as it 

did not include the depreciation charge for 

the year. Depreciation for the year was 

computed outside the fixed asset register; 

 The current asset register is not updated to 

provide the cost and accumulated 

depreciation at reporting date and the 

Council had to perform a reconciliation in 

excel spreadsheets to produce this 

information. 

It was recommended that the Council maintain all 
assets within a single accounting system.  The system 
should be updated and maintained appropriately and 
reconciled on a regular basis. 

Resolved 

The Council started maintaining all 
assets within a single accounting 
system Assetic in October 2018. 
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Low 

Bank Signatories 

The bank confirmation received from AMP Bank Ltd at 
30 June 2018 identified five former employees as 
account signatories. 

It was recommended that authorised signatories on 
the Council’s bank accounts should be updated 
accordingly, in a timely manner. Partially 

Partially 

Management advised that a review of 
bank signatories was conducted during 
the year, however at 7 June 2019 
support had not been provided.  

Management also confirmed that a 
termination checklist has not yet been 
introduced as of 7 June 2019.  

This will be followed up at the final 
audit. 

Low 

Valuation of Investment Property 

The investment property is revalued annually and is 
recorded at a fair value of $6.7 million at reporting 
date based on market value (land component) and 
depreciated replacement cost (building component). 

The accounting standards state that when measuring 
the fair value of investment property in accordance 
with AASB 13, an entity shall ensure that the fair value 
reflects, among other things, rental income from 
current leases and other assumptions that market 
participants would use when pricing investment 
property under current market conditions.  

Although any difference in method is unlikely to have 
a significant effect on the valuation, the method 
adopted in the current year does not strictly comply 
with the requirements of the accounting standards. 

It was recommended that the Council should ensure 
the annual valuation of the investment property is 
undertaken in accordance with applicable accounting 
standards. 

To be followed up at the final audit. 

 

Low 

Other Reserves 

Other Reserves do not have clear identifiable 
components that make up the balances.  The 
reserves are calculated as the net working capital of 
Council and have been allocated throughout the past 
several years on a basis in line with reserves policy 
that is current at the end of each financial year.   

Management and Elected Members have identified 
that this is an area that requires improvement and the 
current reserve policy is currently under review with 
the intention of having specific purpose reserves that 
can be related back to projects or purposes in the 
future.  

It was recommended that the current reserves policy 
is updated and adopted, and reflected accordingly in 
the Council’s Financial Statements. 

In progress 

Management advised that an ‘Other 
Reserves’ report has been presented 
to the Executive Leadership team and 
a workshop has been held with Elected 
Members. 

This will be followed up at the final 
audit. 

Low 

Debt Recovery 

The Executive Committee is currently reviewing the 
rates debt recovery policy and the Finance 
Department is currently reviewing the existing debt 

In progress 

The City of Palmerston have taken 
steps to address this by engaging 
Ward Keller to provide advice in 
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recovery procedures and will undertake necessary 
actions after the reviews are completed.  

It was recommended that the rates debt recovery 
policy be updated and adopted. In addition, new debt 
recovery procedures should be communicated and 
actioned accordingly and in a timely manner by the 
Finance Department to ensure a timely management 
of rate debtors. 

relation to debt collection procedures 
they can undertake when other 
procedures have been unsuccessful.  

City of Palmerston intend to implement 
the recommendations in the letter of 
advice.  

This will be followed up at the final 
audit. 

Low 

Work in Progress 

The Council recognised all related capital works in 
progress expenditure (WIP) until such projects are 
complete and the asset can be capitalised in the fixed 
assets register.  During the year, the movement in the 
WIP account was: 

 2017/18 
$ 

Opening balance 3,864,117 
Additions 1,190,729 
Amounts expensed* (582,377) 
Assets capitalised (2,756,060) 

Closing balance 1,716,408 

 
* The majority of the amount expensed during the 
year was from WIP recognised in 2015/16. 

As can be seen from the reconciliation, amounts were 
expensed during the year that related to expenditure 
incurred in the prior years. 

It was recommended that each year, the Council 
should assess and review the closing balance of WIP 
for any works or costs that are not capital in nature 
and cannot be allocated to an asset.  These amounts 
should be expensed in the year in which the costs are 
incurred. 

In progress  

All capital related transactions are 
coded under the following accounts in 
the income statement: 

 4002 Assets New Purchase or  

 4003 Asset Renewal  

 

When projects are completed, they are 
then transferred to the balance sheet 
as follows:  

 Dr 5XXX Assets (Balance Sheet) 

 Cr 4004 Contra Account Capital 

Exp (Income Statement) 

 
The Council will ensure all completed 
projects are capitalised and any repairs 
and maintenance expenses will be 
expensed at year-end. 

This will be followed up at the final 
audit. 

Low 

Asset Capitalisation Procedure 

The Council performs an annual assessment of 
Capital Works in Progress (CWIP).  This process 
involves a meeting between the Asset team and the 
Finance team.  Projects that are completed are 
capitalised or expensed as deemed necessary or 
carried forward to the next financial year. 

This is an informal procedure, there are no formal 
minutes or asset capitalisation forms completed and 
signed, providing an audit trial of the decisions made 
during the annual assessment. 

It was recommended that a formal process is 
developed that provides adequate audit evidence to 
support the capitalisation of completed projects.  This 
process enables accountability of Asset and Finance 
staff, ensures correctness and appropriateness of 
classification of assets and measurement of 
depreciation. 

Partially 

A Standard Operating Procedure was 
completed in 2019 and the Council has 
been working on formalising the asset 
capital procedures.  

This will be followed up at the pre-final 
audit scheduled for 2 September 2019. 
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