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SHIRE OF CAPEL 

MINUTES OF THE AUDIT COMMITTEE MEETING HELD IN THE COUNCIL CHAMBERS, SHIRE 
ADMINISTRATION BUILDING, FORREST ROAD, CAPEL ON WEDNESDAY, 28 FEBRUARY 2018 
COMMENCING AT 11.00AM. 

PRESENT: Presiding Member and Councillor BW Hearne 
Councillors DJ Kitchen  

PK McCleery
JA Scott
MT Scott

Chief Executive Officer PF Sheedy 
Executive Manager Corporate Services S Stevenson 
Governance Officer A Handley 

APOLOGIES: Nil  

VISITOR:  Councillor  D Radisich 

DECLARATIONS OF INTEREST Nil 

AC0201 CONFIRMATION OF MINUTES 

Moved Cr J Scott, Seconded Cr M Scott 

That the minutes of the Audit Committee meeting held on 22 November 2017, be 
confirmed. 

Carried 5/0 

VOTING REQUIREMENTS 

Simple majority 
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 REPORTS 
 

AC0202 (5.1) Regulation 17 Progress Report 10 

Location: Whole of Shire 
Applicant: Shire of Capel 
File Reference: N/A 
Disclosure of Interest: Nil 
Date:   01.02.18 
Author: Governance Officer, A Handley 
Senior Officer: Executive Manager Corporate Services, S Stevenson 
Attachment: Regulation 17 Progress Report 10 

 
IN BRIEF   
 

 Regulation 17 of the Local Government (Audit) Regulations 1996 requires local 
government Chief Executive Officers to report information every 2 years allowing the 
Audit Committee to examine the appropriateness and effectiveness of Council’s risk 
management, internal controls and legislative compliance. 

 AMD has now conducted two Regulation 17 audits for the Shire of Capel, in 2014 and 
2016. 

 This report addresses officer progress on meeting the items identified as requiring action 
in the second AMD Regulation 17 Audit Report received in April 2016. 

 
RECOMMENDATION 
 
That the Audit Committee receives and recommends that Council accept Progress 
Report 10 generated in response to the second (April 2016) AMD Regulation 17 Report 
on the appropriateness and effectiveness of Council’s risk management, internal 
controls and legislative compliance. 
 
BACKGROUND / PROPOSAL 
 
Background 
 
An amendment to the Local Government (Audit) Regulations 1996 gazetted on 8th February 2013 
extended the role of the Audit Committee to include a regular review of the effectiveness of local 
government systems concerning: 
 

 Risk management; 
 Internal controls; and 
 Legislative compliance. 

 
Regulation 17 requires local government Chief Executive Officers (CEOs) to report information 
every 2 years allowing the Audit Committee to undertake this review.  
 
Council adopted the Audit Committee recommendation (OC0715) at 16 July 2014 Council 
meeting “that an external audit firm be engaged to undertake an independent review of the 
appropriateness and effectiveness of Council’s risk management, internal controls and legislative 
compliance by 30 November 2014”.  
 
AMD was appointed to conduct the review and their first report on Regulation 17 was provided 
on 12 November 2014.  The report was reviewed and an action plan developed to ensure that 
the various issues raised were addressed in a timely manner. 
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The second Regulation 17 Audit was conducted in April 2016, and officer progress in responding 
to items identified in the Auditor’s Report has been summarised in the Attachment.  Items that 
have been actioned since the previous report have a shaded green box. 

Proposal 

This item proposes that the Audit Committee considers Progress Report 10 detailing responses 
to the second AMD Regulation 17 Audit Report on the effectiveness of local government systems 
concerning risk management, internal controls and legislative compliance, and recommends to 
Council that the Report be endorsed. 

STATUTORY ENVIRONMENT 

Local Government Act 1995 

7.13 Regulations as to Audits 
(1) Regulations may make provision – 

(aa) as to the functions of the CEO and the audit committee in relation to audits carried 
out under this part and reports made on those audits; 

(ab) as to the functions of audit committees, including the selection and recommendation 
of an auditor; 

Local Government (Audit) Regulations 1996 

16. Audit Committee, functions of an audit committee —
(a) is to provide guidance and assistance to the local government — 

(i) as to the carrying out of its functions in relation to audits carried out under 
Part 7 of the Act; and 

(ii) as to the development of a process to be used to select and appoint a person 
to be an auditor; and 

(b) may provide guidance and assistance to the local government as to — 
(i) matters to be audited; and 
(ii) the scope of audits; and 
(iii) its functions under Part 6 of the Act; and 
(iv) the carrying out of its functions relating to other audits and other matters 

related to financial management; and 
(c) is to review a report given to it by the CEO under regulation 17(3) (the CEO’s report) 

and is to — 
(i) report to the council the results of that review; and 
(ii) give a copy of the CEO’s report to the council. 

17. CEO to review certain systems and procedures
(1) The CEO is to review the appropriateness and effectiveness of a local government’s 

systems and procedures in relation to — 
(a) risk management;  
(b) internal control; and 
(c) legislative compliance. 

(2) The review may relate to any or all of the matters referred to in sub- regulation (1)(a), (b) 
and (c), but each of those matters is to be the subject of a review at least once every 
2 calendar years. 

(3) The CEO is to report to the audit committee the results of that review. 

POLICY IMPLICATIONS 

There are no policy implications associated with this item.  Council adopted the Audit Committee 
Terms of Reference on 16 July 2014 which are based on the Department of Local Government 
Guidelines. 
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RISK IMPLICATIONS 
 
Proactive management of items identified in the AMD Regulation 17 Audit Report reduces 
Council’s exposure to risk by examining systems and procedures concerning risk management, 
internal controls and legislative compliance, and identifying areas requiring improvement. 
 
FINANCIAL IMPLICATIONS 
 
Budget 
 
Work to date has been completed using existing staff resources. Funds are allocated in the 
budget under audit expenditure for the biennial AMD audit.  
 
Long Term 
 
There are no long term financial implications for this matter. 
 
SUSTAINABILITY IMPLICATIONS 
 
A reduction in exposure to risk has a positive impact on the long term business and operational 
sustainability of the Shire of Capel. 
 
STRATEGIC IMPLICATIONS 
 
Shire of Capel Strategic Community Plan 2013 to 2031 
 
The Leadership Experience, ‘Ensure open, transparent, effective good governance and 
communication within the organisation and the community.’ 
 
Strategic Outcomes: 
 
1.4 Provide efficient and effective financial management to ensure the long term financial 

sustainability of the organisation. 
1.5 Ensure the effective management of Council’s resources. 
 
CONSULTATION 
 
There has been regular discussion between officers, LGIS, AMD, and also with the Department 
of Local Government, Sport & Cultural Industries on this matter.  
 
COMMENT 
 
Changes to the Local Government (Audit) Regulations 1996 in 2013 expanded the role of local 
government Audit Committees to encompass a regular review of risk management, internal 
controls and legislative compliance at least once every 2 years (Regulation 17). 
 
The CEO is required to produce a report for the Audit Committee every two years on the 
appropriateness and effectiveness of systems and procedures relating to risk management, 
internal control and legislative compliance.  This report is not limited to financial risks, financial 
controls or just legislative compliance under the Local Government Act 1995 but is across all 
management areas. 
 
The Attachment provides a progress report and summarises the staff response to items identified 
by the Auditors as requiring attention.  The text in the item status column has been colour coded.  
Green items have been addressed and completed. Items in orange text are currently in 
progress.  
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Boxes shaded in green in Report 10 indicate progress has been made since the last report to the 
Committee. Additional detail is provided as follows. 

1.1 
Business Continuity 
Plan 

Completion of this plan has been delayed. The Manager Emergency 
Services & Rangers will submit a first draft of the Plan by June 30 2018, 
with the final version due for completion September 30 2018. 

1.2 
Local Emergency 
Recovery Plan 

Partial funding from AWARE for this project was provided, unfortunately 
not sufficient to provide backfill allowing existing staff to complete the 
Plan. Work has commenced however, and the officer concerned is 
tracking hours on this project. The AWARE funds pay for those hours of 
work. A first draft will be submitted by 30 June 2018, with the final 
version to be completed by 30 September 2018. 

1.12 
Various plans, 
policies, 
procedures and 
documents are not 
updated in a timely 
manner. 

Construction of the Procedure Manual continues. The Environmental 
Health and Wellbeing Plan has been superseded by a Team Plan 
Calendar. The previous plan was not a working document/tool that could 
be monitored easily using existing data management tools and was not 
been prepared based on contemporary public health planning methods. 

The new Public Health Act 2016 requires a different format and process 
evidence and risk based document aligned with the WA State Public 
Health Plan. Local Governments that have already developed plans will 
need to modify them to suit the new framework and priority alignments 
of the State Government. 

Council were presented with information on the Shire’s development of 
a new Public Health Plan last week and a project management plan has 
been produced which should be signed off by Executive Management. 
Several workshops have already occurred according to the project 
schedule.  

VOTING REQUIREMENTS 

Simple majority 

AC0202 OFFICER’S RECOMMENDATION – 5.1/COMMITTEE DECISION 

Moved Cr J Scott, Seconded Cr Kitchen 

That the Audit Committee receives and recommends that Council accept Progress 
Report 10 generated in response to the second (April 2016) AMD Regulation 17 Report 
on the appropriateness and effectiveness of Council’s risk management, internal 
controls and legislative compliance. 

Carried 5/0 
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AC0203 (5.2) Risk Register – Progress Report 5 

Location: Whole of Shire 
Applicant: Shire of Capel 
File Reference: N/A 
Disclosure of Interest: Nil 
Date:   31.01.18 
Author: Governance Officer, A Handley 
Senior Officer: Executive Manager Corporate Services, S Stevenson 
Attachments: Risk Register Progress Report 5 
 
 
IN BRIEF  
 

 A 2014 Regulation 17 audit report recommended that the Shire of Capel develop a Risk 
Management Framework, encompassing a Risk Management Register. 

 LGIS were contracted to provide assistance in this matter. 
 A Risk Management report has since become a standing item on the Shire of Capel Audit 

Committee agenda. 
 
RECOMMENDATION 
 
That the Audit Committee receives and recommends that Council accept Progress 
Report 5 on the development of the Shire of Capel Risk Register. 
 
BACKGROUND / PROPOSAL 
 
Background 
 
There has been an increased focus on risk management in local government over recent years 
with the aim of managing business systems and processes to achieve an appropriate balance 
between realising opportunities for gain and minimising adverse impacts. 
 
This change has been driven in part by an increased focus on risk mitigation and liability 
management in all areas of government, along with legislative updates.  In 2013, the Local 
Government (Audit) Regulations 1996 were amended by the introduction of Regulation 17, which 
requires the CEO of a local government to report every two years to the Audit Committee on the 
effectiveness of the organisation’s risk management processes, internal controls and legislative 
compliance. 
 
An external audit of these three areas at the Shire of Capel identified a number of items requiring 
improvement, and one of the Auditor’s recommendations was that the Shire develop a Risk 
Management Governance Framework that encompassed a Policy, Procedures and a Risk 
Register.  The Auditors suggested that ‘Risk Management’ be introduced as a standing item in 
the Audit Committee Agenda to allow the Committee to monitor risk on a regular and consistent 
basis. 
 
LGIS (Local Government Insurance Services) was commissioned in 2015 to assist in developing 
a Risk Management Framework.  The Framework now incorporates a policy and set of 
procedures, fifteen identified risk ‘themes’ and provides the tools to identify, assess, manage 
and record risk in the theme areas.  Each of the fifteen themes has been examined, controls 
identified and an overall risk rating assessed and recorded in the Shire of Capel Risk Register.  
 
Proposal 
 
This item proposes that the Audit Committee consider the current Shire of Capel Risk Register, 
and recommends that Council receive Progress Report 5 on the Register. 
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STATUTORY ENVIRONMENT 

Local Government Act 1995 

2.7 Role of council 

(1) The council – 
(a) governs the local government’s affairs; and 
(b) is responsible for the performance of the local government’s functions. 

(2) Without limiting subsection (1), the council is to – 
(a) oversee the allocation of the local government’s finances and resources; and 
(b) determine the local government’s policies. 

Local Government (Audit) Regulations 1996 

17. CEO to review certain systems and procedures

(1) The CEO is to review the appropriateness and effectiveness of a local government’s 
systems and procedures in relation to — 

(a) risk management; and 
(b internal control; and 
(c) legislative compliance. 

POLICY IMPLICATIONS 

There are no policy implications at this stage, although management of risks identified in the 
Register may lead to changes in the future.  

RISK IMPLICATIONS 

Maintaining the Shire of Capel Risk Register as a component of an overarching Risk Management 
Framework has a significant positive impact on the Shire’s exposure to, and management of 
risk. 

FINANCIAL IMPLICATIONS 

Budget 

There are no direct costs associated with this item. 

Long Term 

As no assets or infrastructure are being created, there are no whole of life costs relevant to this 
item. 

SUSTAINABILITY IMPLICATIONS 

The Risk Register facilitates the continued development of Council’s Risk Management 
Framework and provides the context for balancing risk and reward.  This assists Council in 
creating positive social and environmental impacts in the community. 
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STRATEGIC IMPLICATIONS 

Shire of Capel Strategic Community Plan 2013-31. 

1 The Leadership Experience, ‘Ensure open, transparent, effective good governance and 
communication within the organisation and the community.’ 

Strategic outcomes: 
1.1 Ensure continuous improvement of the organisation. 
1.2 Maintain a safe and rewarding working environment. 
1.5 Ensure the effective management of council’s resources. 

CONSULTATION 

There has been extensive consultation with LGIS during construction of the Risk Register.  LGIS 
consultants were integral in the development of the Risk Management Governance Framework, 
and provided training and guidance for officers during the construction of the Risk Register. 
Shire officers took part in a number of workshops during which control processes for risk were 
discussed in order to commence building the Register. 

COMMENT 

The Risk Management Governance Framework introduced by the Shire of Capel is a holistic 
approach that incorporates three lines of defence.  The first line is operational, and requires all 
staff to have a degree of accountability and responsibility for risk management processes and 
controls in their operational areas.  The second tier is the responsibility of the Governance Officer 
and the Executive Management Team (EMT), and involves maintaining an overview of risk 
matters, monitoring and reporting on emerging risks, and coordination of risk reporting by way 
of the Risk Register.  The third tier of defence is formed by regular internal and external audits 
of the Risk Management Governance Framework. 

The Risk Register is an aggregated reporting tool that provides the Executive Management Team, 
Audit Committee and ultimately Council with a ‘snapshot’ of the Shire’s current level of exposure 
to risk, and the controls in place to manage that exposure.  It is a fluid document designed to 
be updated regularly as new risks are identified and controls implemented.  

The Attachment comprises an extract from the Risk Register Dashboard which provides an 
overview of the current risk status of the Shire of Capel. 

The overall risk ratings have not changed since Report 4, however there has been a significant 
amount of work undertaken to address a common inadequacy identified in a number of the Risk 
themes - that of a lack of documented standard operating procedures.  Construction of the 
Procedure Manual has commenced with the Corporate Services section well on the way to 
completion.  Other Divisions have also commenced work on documenting standard operating 
procedures. 

VOTING REQUIREMENTS 

Simple majority 

AC0203 OFFICER’S RECOMMENDATION – 5.2/COMMITTEE DECISION 

Moved Cr M Scott, Seconded Cr J Scott 

That the Audit Committee receives and recommends that Council accepts Progress 
Report 5 regarding the Shire of Capel Risk Register. 

Carried 5/0 
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