
 

 

 
 

 
 

 

UNCONFIRMED 

MINUTES 
  

 

OF THE 
 

AUDIT AND RISK COMMITTEE MEETING 
 

18 NOVEMBER 2019 



 

 

OUR VISION 
 

"A thriving and friendly community that recognises our history 

and embraces cultural diversity and economic opportunity, 

whilst nurturing our natural and built environment." 
 

OUR MISSION 
 

“To deliver affordable and quality Local Government 

services.” 
 

CORE VALUES OF THE SHIRE 
 

The core values that underpin the achievement of the 

 mission will be based on a strong customer service  

focus and a positive attitude: 
 

Communication 
 

Integrity 
 

Respect 
 

Innovation 
 

Transparency 
 

Courtesy 
 

DISCLAIMER 

The purpose of Council Meetings is to discuss, and where possible, make resolutions about items appearing on 

the agenda.  Whilst Council has the power to resolve such items and may in fact, appear to have done so at 

the meeting, no person should rely on or act on the basis of such decision or on any advice or information 

provided by a Member or Officer, or on the content of any discussion occurring, during the course of the 

meeting. 
 

Persons should be aware that the provisions in section 5.25 of the Local Government Act 1995 establish 

procedures for revocation or rescission of a Council decision.  No person should rely on the decisions made by 

Council until formal advice of the Council decision is received by that person.  The Shire of Broome expressly 

disclaims liability for any loss or damage suffered by any person as a result of relying on or acting on the basis 

of any resolution of Council, or any advice or information provided by a Member or Officer, or the content of 

any discussion occurring, during the course of the Council meeting. 

 

 

Should you require this document in an alternative format please contact us. 
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NOTICE OF MEETING 

 

 

 
Dear Council Member,  

 

 

The next Audit and Risk Committee of the Shire of Broome will be held on Monday, 18 

November 2019 in the Council Chambers, Corner Weld and Haas Streets, Broome, 

commencing at 4:31pm. 

 

 

 

Regards, 

 

 

 

 
S MASTROLEMBO 

Chief Executive Officer 

 

15/11/2019 
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MINUTES OF THE AUDIT AND RISK COMMITTEE MEETING OF THE SHIRE OF BROOME, 

HELD IN THE COUNCIL CHAMBERS, CORNER WELD AND HAAS STREETS, BROOME, 

ON MONDAY 18 NOVEMBER 2019, COMMENCING AT 4:30PM. 

 

1. OFFICIAL OPENING 

The Chairman welcomed Councillors and Officers and declared the meeting open at 

4:31pm. 

2. ATTENDANCE AND APOLOGIES   

Attendance:  Cr D Male Chairperson 

 Cr C Mitchell Deputy Chairperson 

 Cr B Rudeforth Councillor 

Leave of Absence:  Nil 

Apologies:  Cr H Tracey  Shire President  

Officers:  Mr S Mastrolembo Chief Executive Officer (from 4:51pm) 

 Mr J Watt Director Corporate Services 

 Mr A Graffen Director Infrastructure Services 

 Mr A Santiago Manager Financial Services 

 Mr D Kennedy Manager Governance Strategy & Risk 

  

3. DECLARATIONS OF FINANCIAL INTEREST / IMPARTIALITY 

 

Committee Member Item No Item Nature of Interest 

Nil. 

4. CONFIRMATION OF MINUTES 

 

COMMITTEE RESOLUTION: 

Moved: Cr C Mitchell Seconded: Cr B Rudeforth 

That the Minutes of the Audit and Risk Committee held on 15 October 2019, as published 

and circulated, be confirmed as a true and accurate record of that meeting. 

CARRIED UNANIMOUSLY 4/0 
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5. REPORTS OF OFFICERS  

 

5.1 2019 FINANCIAL MANAGEMENT REVIEW  

LOCATION/ADDRESS: Nil 

APPLICANT: Nil 

FILE: ADM03 

AUTHOR: Manager Financial Services  

CONTRIBUTOR/S: Nil  

RESPONSIBLE OFFICER: Director Corporate Services  

DISCLOSURE OF INTEREST: Nil 

DATE OF REPORT: 10 November 2019 

 

SUMMARY:  The Audit and Risk Committee is presented the results of the three yearly 

Financial Management Review in accordance with regulation 5(2)(c) of the Local 

Government (Financial Management) Regulations 1996. 

BACKGROUND 

Previous Considerations 

 

OMC 26 May 2016 – Item 10.3 

The Local Government (Financial Management) Regulations 1996 (the Regulations) 

prescribe the requirement for an extensive review of a local government’s financial 

management systems and processes.  It requires the Chief Executive Officer (CEO) to 

undertake reviews of the appropriateness and effectiveness of the financial management 

systems and procedures of the local government regularly (and not less than once in every 

3 financial years) and report to the local government the results of those reviews. In June 

2019 the CEO engaged auditor AMD Chartered Accountants to conduct a comprehensive 

review. 

The objective of the engagement was to test the financial management system of the Shire 

of Broome and receive a report on the appropriateness and effectiveness of the control 

environment within, as required by regulation 5(2)(c). 

This report summarises the factual findings and observations of the review examination and 

includes recommendations from the auditors that are considered appropriate for the Shire 

to improve any weaknesses in systems and controls. 

COMMENT 

The financial management systems review covered the period 1 July 2018 to 30 June 2019 

and considered the following financial systems and procedures of Council: 

• Proper collection of all money owing to the Shire; 

• Safe custody and security of all money collected or held by the Shire; 

• Proper maintenance and security of the financial records of the Shire;  

• Proper accounting for municipal or trust;  

• Proper authorisation for the incurring of liabilities and the making of payments; 

• Maintenance of payroll, stock control and costing records; and  
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• Preparation of budgets, budget reviews, accounts and reports required by the Local 

Government Act 1995 (the Act) or the regulations. 

The auditors did not necessarily examine compliance with provisions of the Act or 

Regulations, which were not financial in nature.   

It should be noted that this examination was not an assurance engagement, audit or review 

in accordance with the Framework for Assurance Engagements, Australian Auditing 

Standards, Auditing Standards on Review Engagements or Standards on Assurance 

Engagements. 

The role of expressing assurance on balances rests with the external audit function and those 

procedures have been carried out separately from this examination. The final external audit 

was completed in September 2019 and presented to the Audit and Risk Committee (the 

Committee) on 15 October 2019 and tabled at the October OMC. 

The objective of the FMR was to examine the appropriateness and effectiveness of the 

financial management systems and procedures of the Shire on behalf of the CEO, with the 

report intended solely to assist the CEO prepare their review for presentation to Council as 

required by r5 (2)(c).  It is not intended to express or imply any assurance. 

The FMR has taken the form of an agreed procedures engagement in accordance with 

Australian Auditing Standards.   

The audit examination and this report should be considered on this basis. 

In reporting the results of the review to the local government, the report summarises 

exceptions and provides auditor recommendations to address the issues raised. 

Officers have noted responses and actions against each recommendation in order to 

address the specific issues: 

Focus Area Findings  Management Response 

Cash count 

variances 

Minor variances identified when 

completing cash counts during 

site visits. 

The float count was not 

undertaken on the day of 

examination. Required 

procedures needs to be 

completed prior to the first 

transaction of the day. 

Daily Banking 

Reconciliation- 

Library 

 

The daily banking sheet prepared 

each morning by Library staff as 

part of the balancing process is 

not signed by the preparer nor is 

there evidence of independent 

review by a Library staff member. 

Cash count to be performed in 

the presence of two staff and will 

evidence segregation of 

preparation and review. 

Physical Security 

of Cash 

 

Broome Recreation Aquatic 

Centre does not utilise Council’s 

engaged security company, and 

instead complete their own 

banking. Cash takings and floats 

are taken home by Waste 

Management Officers. 

Monies from the Waste 

Management Facility be provided 

to the Shire at the end of each 

week day. 

The security pick-up is a new trial 

initiative and is not standard 

operating practice. Management 

will explore the possibility of 

extending the security cash pick-

up at the Broome Recreation and 

Aquatic Centre.  

Waste Management Facility 

closes at 3:30 and should be able 

to drop the monies to the 

Administration Building. 
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Security of Keys 

 

Suggestions for enhancement to 

restrictions for plant and vehicle 

keys at the Depot. 

Keys cabinet at the Shire 

Administration Office left 

unlocked.  

Keys not stored in the lockable 

cabinet at the time of inspection. 

Management reviewing key 

security requirements and 

procedures in line with 

operational activities. 

Information 

Technology 

 

Consideration be given to further 

enhancements of the Shire’s ICT 

Framework. 

Updated Business Continuity Plan. 

Review of system backup 

maintenance. 

Issues were raised in relation to 

user access requests for access, 

password management process 

and the connection of private 

devices to the network. 

Management acknowledged the 

comments raised and action 

plans will be implemented as soon 

as possible. 

Business Continuity Plan is currently 

being reviewed. 

Cloud backup implemented with 

full backup hosted in data centre 

in Perth. 

Access and Password Policy 

developed and implemented. 

ICT security practices will be a 

focus over the next 6 months. 

Municipal Bank 

Reconciliation 

 

At the time of the review there 

were unresolved reconciling 

differences within municipal bank 

reconciliations prepared 

subsequent to January 2019. 

Management review of April bank 

reconciliation identified items 

requiring investigation and 

restatement of prior months 

reconciliation. Reconciling item 

resolved at the date of response. 

Credit Cards Independent reviewer to sign off 

both the consolidated credit card 

statement and individual card’s 

statement. 

Cardholders to sign off their own 

statement. 

Consistent process when 

substantiation of expenditure. 

Management acknowledges all 

comments and will implement 

controls to address the findings. 

Revised Credit Card procedures 

have been drafted for approval. 

Tenders 

 

Lack of overarching tender 

checklist and instead completed 

on a case by case basis. 

Formal post project review report 

is not prepared for projects post 

completion. 

Issue due to process not being 

undertaken following staff 

turnover. Tender checklist now 

captured in ProMapp. 

Electronic tender register to be 

placed on the Shire’s website. 

Once posted it is proposed that 

this will be used for all tenders. 

Petty Cash 

 

Instances whereby petty cash 

expenditure did not adhere to the 

Shire’s stated procedures. 

Management acknowledges the 

comments made and will 

implement controls to address the 
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 findings. 

Review of Payroll Recommend a checklist be 

developed to clearly document 

the preparation and review 

process undertaken in relation to 

payroll. 

A payroll review checklist setting 

out the review procedures 

implemented and in use since 11 

July payday. 

Maintenance of 

payroll, stock 

control and 

costing records: 

Fuel Usage 

Analysis 

Further enhancement to the 

Shire’s fuel usage analysis is 

recommended. 

Management utilises the Plant 

Costing Report which summarises 

all costs charged to individual 

plant items and facilitates review 

and identification of plant items 

with unusually high costs. 

Management will ensure that this 

report is reviewed and actioned 

for any notable observations. 

Non-Compliance 

with Regulations 

A contract was awarded from a 

request for quote however the 

value of the work subsequently 

performed exceeded the tender 

threshold. 

On 3 occasions the 

advertisements for tenders did not 

include the contact person at the 

Shire. 

Unspent borrowings in the 2018/19 

annual budget adopted for 

2018/19 had no details of when 

the borrowing occurred.  

Details required for waivers or 

concessions were not included in 

the annual budget adopted for 

2018/19. 

Work underway to enter contracts 

and tenders for supplies that have 

the potential to exceed 

purchasing thresholds. 

Senior Procurement and Risk 

Officer is now the contact person 

for all new Tenders. 

Unspent borrowings in the future 

will include information on the 

year in which the money was 

borrowed. 

Future budget documents will 

disclose the details for waivers or 

concessions not included in the 

adopted annual budget and, if 

applicable, the objects and 

reasons for the discount. 

Investment Policy 

 

Consideration be given to 

specifying the number of quotes 

required prior to reinvestment of 

funds to ensure a competitive rate 

of return is received. 

Policy 2.2.3 Investment of Surplus 

Funds will be updated to formalise 

the Shire’s customary practice of 

obtaining competitive quotes. 

Risk 

Management 

Strategies and 

Procedures 

The Shire’s Risk Management 

Strategies and Procedures refers 

to former and now outdated 

Australia/New Zealand Guideline 

ISO 31000:2009. 

Framework is currently being 

updated. 

 

CONSULTATION 

 

AMD Chartered Accountants 
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STATUTORY ENVIRONMENT 

Local Government Act 1995 

Section 6.5 Accounts and records 

The CEO has a duty —  

(a) to ensure that there are kept, in accordance with regulations, proper 

accounts and records of the transactions and affairs of the local 

government; and 

(b) to keep the accounts and records up to date and ready for inspection at 

any time by persons authorised to do so under this Act or another written law. 

Local Government (Financial Management) Regulations 1996 

Regulation 5. Financial management duties of the CEO 

(1) Efficient systems and procedures are to be established by the CEO of a local 

government — 

(a) for the proper collection of all money owing to the local government; 

(b) for the safe custody and security of all money collected or held by the local 

government; 

(c) for the proper maintenance and security of the financial records of the local 

government (whether maintained in written form or by electronic or other 

means or process); 

(d) to ensure proper accounting for municipal or trust — 

(i) revenue received or receivable; 

(ii) expenses paid or payable; and 

(iii) assets and liabilities; 

(e) to ensure proper authorisation for the incurring of liabilities and the making of 

payments; 

(f) for the maintenance of payroll, stock control and costing records; and 

(g) to assist in the preparation of budgets, budget reviews, accounts and reports 

required by the Act or these regulations. 

(2) The CEO is to — 

(a) ensure that the resources of the local government are effectively and 

efficiently managed; 

(b) assist the council to undertake reviews of fees and charges regularly (and not 

less than once in every financial year); and 

(c) undertake reviews of the appropriateness and effectiveness of the financial 

management systems and procedures of the local government regularly 

(and not less than once in every 4 financial years) and report to the local 

government the results of those reviews. 

 

POLICY IMPLICATIONS 

2.2.3 Investment of Surplus Funds 

 

FINANCIAL IMPLICATIONS  

The conduct of the three yearly Financial Management Review, is a separate and 

additional cost to Council’s audit which is conducted by the appointed auditors. 
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RISK 

 

The three-year Financial Management Review is a risk mitigation process in itself and 

identifies areas for improvement.  A management response has been provided for each 

issue raised and action will continue to address outstanding matters as a priority. 

 

STRATEGIC IMPLICATIONS    

 

Our People Goal – Foster a community environment that is accessible, affordable, inclusive, 

healthy and safe: 

 

Effective communication 

 

Our Organisation Goal – Continually enhance the Shire’s organisational capacity to service 

the needs of a growing community: 

 

An organisational culture that strives for service excellence 

 

Sustainable and integrated strategic and operational plans 

 

Responsible resource allocation 

 

Effective community engagement 

 

Improved systems, processes and compliance 

 
 

VOTING REQUIREMENTS 

Simple Majority  
 

COMMITTEE RESOLUTION: 

(REPORT RECOMMENDATION)  

Moved: Cr B Rudeforth Seconded: Cr C Mitchell 

That the Audit and Risk Committee recommends that Council: 

1. Receives the Financial Management Review Report - August 2019 as attached; and 

2. Notes the Management Responses and requests the Chief Executive to continue to 

progress finalisation of any outstanding matters.  

CARRIED UNANIMOUSLY 3/0 

 

Attachments 

1.  Financial Management Review - August 2019 
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5.2 1ST QUARTER FINANCE AND COSTING REVIEW 2019-20 

LOCATION/ADDRESS: Nil 

APPLICANT: Nil 

FILE: FRE02 

AUTHOR: Manager Financial Services  

CONTRIBUTOR/S: Nil  

RESPONSIBLE OFFICER: Director Corporate Services  

DISCLOSURE OF INTEREST: Nil 

DATE OF REPORT: 11 November 2019 

 

SUMMARY: The Audit Committee is requested to consider results of the 1st Quarter 

Finance and Costing Review (FACR) of the Shire’s budget for the period ended 30 

September 2019, including forecast estimates and budget recommendations to 30 June 

2020. 
 

 

BACKGROUND 

 

Previous Considerations 

 

OMC 27 June 2019  Item 9.4.2 

OMC 17 October 2019 Item 12.1 

 

Quarter 1 Finance and Costing Review 

 

The Shire of Broome has carried out its 1st Quarter Finance and Costing Review (FACR) for 

the 2019/20 Financial Year. This Review of the 2019/20 Annual Budget is based on actuals 

and commitments for the first 3 months of the year from 1 July 2019 to 30 September 2019, 

and forecasts for the remainder of the financial year. 

 

This process aims to highlight over and under expenditure of funds and over and under 

achievement of income targets for the benefit of Executive and Responsible Officers to 

ensure good fiscal management of their projects and programs. 

 

Once this process is completed, a report is compiled identifying budgets requiring 

amendments to be adopted by Council. Additionally, a summary provides the financial 

impact of all proposed budget amendments to the Shire of Broome’s adopted end-of-

year forecast, to assist Council to make an informed decision.  

 

It should be noted that the 2019/20 annual budget was adopted at the Ordinary Meeting 

of Council on 27 June 2019 as a balanced budget. There have been further amendments 

adopted by Council as part of the Annual Financial Statements for the use of additional 

carried forward surplus. The result of all amendments prior to the first quarter FACR is a nil 

impact upon the Shire of Broome’s forecast end of year position. 

 

COMMENT 

 

The Quarter 1 FACR commenced on 30 October 2019. The results from this process 

indicate a deficit forecast financial position to 30 June 2020 of $187,167 should Council 

approve the proposed budget amendments.  
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Officers make every effort to ensure that the net impact of each FACR is as minimal as 

possible. However, the net deficit forecasted mainly relates to: 

- $160,000 in additional rates due to the omission of 5 properties from the GRV roll 

provided by Landgate; 

- $106,000 in additional Chinatown project management costs including shade 

lighting design, and predicted expenses for ongoing Defects Period and Dispute 

resolution; 

- $70,000 for improvements to Ranger and Health business systems to increase 

efficiencies and payment methods; 

- $50,000 for the recruitment of a 6-month ICT Project Officer to progress the backlog 

of ICT projects due to staff vacancies, and assist with business system 

improvements; 

- $42,000 decrease in actual Federal Assistance Grants (FAGS) received. 

 

The above figure represents a budget forecast should all expenditure and income occur 

as expected. It does not represent the actual end-of-year position which can only be 

determined as part of the normal annual financial processes at the end of the financial 

year. 

  

A comprehensive list of accounts (refer to Attachment 1) has been included for perusal by 

the committee and summarised by Directorate. 

 

A summary of the results follows: 

 

    SHIRE OF BROOME SUMMARY REPORT 

   BUDGET IMPACT 

   

2019/20 

Adopted 

Budget  

(Inc) / Exp 

FACR Q1 

Overall 

(Inc) / Exp  

FACR Q1 

Org. Exp/ 

(Org 

Savings) 

(by Dept) 

FACR Q1 

Impact 

(Inc) / Exp 

(less Org 

Savings) 

YTD 

Adopted 

Budget 

Amend. 

(Inc) / Exp 

YTD 

Impact 

(less Org 

Savings) 

Executive 0 82,000 65,000 17,000   17,000 

Corporate Services  0 -221,461 -202,461 -19,000   -19,000 

Development and 

Community 
0 84,355 15,986 68,369   68,369 

Infrastructure  0 162,141 40,893 121,248   121,248 

Impact of Council 

approved budget 

amendments 

0 0 0 0   0 

Net impact of Org 

Savings/Expenditure 
0 0 0 0   0 

      0,000* 107,035 -80,582 187,617 0,000† 187,617 

 

CONSULTATION 

 

All amendments have been proposed after consultation with Executive and Responsible 

Officers at the Shire.  

 

STATUTORY ENVIRONMENT 

 

Local Government (Financial Management) Regulation 1996 
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r33A. Review of Budget 

(1) Between 1 January and 31 March in each financial year a local government is to 

carry out a review of its annual budget for that year. 

(2A)  The review of an annual budget for a financial year must — 

(a) consider the local government’s financial performance in the period 

beginning on 1 July and ending no earlier than 31 December in that financial 

year; and 

(b) consider the local government’s financial position as at the date of the 

review; and 

(c) review the outcomes for the end of that financial year that are forecast in the 

budget. 

(2) Within 30 days after a review of the annual budget of a local government is 

carried out it is to be submitted to the council. 

(3) A council is to consider a review submitted to it and is to determine* whether or 

not to adopt the review, any parts of the review or any recommendations made 

in the review. 

*Absolute majority required. 

(4) Within 30 days after a council has made a determination, a copy of the review 

and determination is to be provided to the Department. 

Local Government Act 1995 

 

6.8. Expenditure from municipal fund not included in annual budget 

1) A local government is not to incur expenditure from its municipal fund for an 

additional purpose except where the expenditure — 

(a) is incurred in a financial year before the adoption of the annual budget by 

the local government; 

(b) is authorised in advance by resolution*; or 

(c) is authorised in advance by the mayor or president in an emergency. 

(1a) In subsection (1) — 

“additional purpose” means a purpose for which no expenditure estimate is 

included in the local government’s annual budget. 

 

POLICY IMPLICATIONS 

 

2.1.1 Materiality in Financial Reporting 

 

It should be noted that according to the materiality threshold set in Policy 2.1.1 Materiality 

in Financial Reporting, should a deficit achieve 1% of Shire’s operating revenue ($422,176) 

the Shire must formulate an action plan to remedy the over expenditure.  

 

FINANCIAL IMPLICATIONS  

 

The net result of the Quarter 1 FACR estimates indicate that there will be a budget deficit 

position of $187,617 to 30 June 2020. 

 

RISK 

 

The Finance and Costing Review (FACR) seeks to provide a best estimate of the end-of-

year position for the Shire of Broome at 30 June 2019. Contained within the report are 

recommendations of amendments to budgets which have financial implications on the 

estimate of the end-of-year position.  
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The review does not, however, seek to make amendments below the materiality threshold 

unless strictly necessary. The materiality thresholds are set at $10,000 for operating budgets 

and $20,000 for capital budgets. Should a number of accounts exceed their budget within 

these thresholds, it poses a risk that the predicted final end-of-year position may be 

understated.  

 

In order to mitigate this risk, the CEO enacted the FACRs to run quarterly and Executive 

examine each job and account to ensure compliance. In addition, the monthly report 

provides variance reporting highlighting any discrepancies against budget.  

 

It should also be noted that should Council decide not to adopt the recommendations, it 

could lead to some initiatives being delayed or cancelled in order to offset the additional 

expenditure associated with running the Shire’s operations. 

 

STRATEGIC IMPLICATIONS    

 

Our People Goal – Foster a community environment that is accessible, affordable, 

inclusive, healthy and safe: 

 

Effective communication 

 

Affordable services and initiatives to satisfy community need 

 

Our Prosperity Goal – Create the means to enable local jobs creation and lifestyle 

affordability for the current and future population: 

 

Affordable and equitable services and infrastructure 

 

Key economic development strategies for the Shire which are aligned to regional 

outcomes working through recognised planning and development groups/committees 

 

Our Organisation Goal – Continually enhance the Shire’s organisational capacity to 

service the needs of a growing community: 

 

An organisational culture that strives for service excellence 

 

Sustainable and integrated strategic and operational plans 

 

Responsible resource allocation 

 

Improved systems, processes and compliance 

 
 

VOTING REQUIREMENTS 

Absolute Majority  
 

COMMITTEE RESOLUTION: 

(REPORT RECOMMENDATION)  

Moved: Cr D Male Seconded: Cr C Mitchell 

That the Audit and Risk Committee recommends that Council:   
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1. Receives the Quarter 1 Finance and Costing Review Report for the period ended 30 

September 2019;  

2. Adopts the operating and capital budget amendment recommendations for the year 

ended 30 June 2020 as attached;  

3. Notes a forecast end-of-year position to 30 June 2020 of a $187,617 deficit position; 

and 

4. Approves a budget transfer to the Public Open Space Reserve of $80,582 to 

quarantine potential surplus funds at the end of the financial year 

  

CARRIED UNANIMOUSLY BY ABSOLUTE MAJORITY 3/0 

 

Attachments 

1.  2019/20 Q1 FACR Review 
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5.3 RISK MANAGEMENT BIANNUAL UPDATE REPORT  

LOCATION/ADDRESS: Nil 

APPLICANT: Nil 

FILE: COA01 

AUTHOR: Manager Governance, Strategy and Risk  

CONTRIBUTOR/S: Nil  

RESPONSIBLE OFFICER: Director Corporate Services  

DISCLOSURE OF INTEREST: Nil 

DATE OF REPORT: 4 November 2019 

 

SUMMARY:  

The Shire of Broome Risk Profiles Register incorporates a list of risk categories currently used 

to report to the Audit and Risk Committee (ARC) on the Shire’s risk management 

framework.   

This report provides an update on; 

• risk improvement initiatives over the last 6 months; 

• research into a new risk management framework approach; and 

• a high-level outline of steps required to implement the new risk management 

framework approach. 

 

 

BACKGROUND 

 

Audit Regulation 17 came into effect in 2013. 

It requires the Chief Executive Officer 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. 

The Risk Profiles Register developed by Local Government Insurance Services (LGIS) were 

designed to allow local governments to be compliant with Audit Reg 17. 

However, the long-term appropriateness of this tool has recently been questioned as the 

use of risk profiles creates a siloed approach to risk management that has the potential to 

cause: 

• risk events to not be identified or managed; 

• significant duplication; 

• significant control gaps and lack of assurance. 

Put another way, the risk profiles demonstrate that the Shire is doing risk management 

rather than managing risk. 
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COMMENT 

Biannual Report on Risk Improvement initiatives 

The following activities have been undertaken over the period May 2019 – October 2019. 

 

Risk Action Status 

Insurance Strategy or Policy to be 

developed 

LGIS have been engaged to complete a 

comprehensive Insurance Risk Profiling exercise. The 

field work has been completed with the full report 

and recommendations expected by the end of 

November.  

This will inform the 2020/21 insurance renewal process 

as well as documenting the Shire’s current insurance 

status, listing known uninsurable infrastructure/events 

and commencing the discussion on the Shire’s 

appetite for self insurance in certain areas such as 

excesses applied to policies and workers 

compensation. 

Workforce Plan Consultant has commenced update with full report 

expected by February 2020. 

Risk Management Training Manager of Governance, Strategy and Risk 

completing Advanced Diploma of Governance, Risk 

and Compliance. 

Business Continuity Plan Desktop review completed and LGIS engaged to 

undertake full review including training workshops 

and exercises with relevant staff in December.  

Cloud backup implemented with full backup now 

hosted in Data Centre in Perth. 

ICT Security Access Policy developed and implemented 

including password policy and access authorisation 

process. 

Statement of Business Ethics Adopted by Council at the August 2019 Ordinary 

Meeting of Council. 

Contract Management Training LGIS have conducted a Contract Risk Management 

workshop for 12 staff heavily involved in contract 

management and procurement. 

WALGA will be completing 3 days of contract 

management training for approximately 20 people 

at the end of November covering: 

• Planning & Specification Development 

• Evaluation, Supplier Selection & Contract 

Establishment; and 

• Managing Contracts in Local Government. 

RelianSys – Compliance Software FACR1 has a recommendation to implement 

RelianSys which is a specialised software package to 

provide greater legislative compliance assurance. 

This is a focus area of the OAG. 

 

New Risk Management Framework Approach 
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The Shire’s existing Risk Management Policy, Strategy and Procedures are due for review.  

Research and a referral from the City of Bunbury have led to an investigation of a risk 

management framework approach developed by a Risk Management expert based in 

Canberra. The approach is rapidly gaining popularity and being implemented by federal, 

state and local government agencies on the east coast.  

This growth is being driven out of frustration that traditional approaches to risk 

management have led to questionable improvements in risk management practices and 

have not provided the control assurance nor prioritisation of effort that AS/NZS/ISO 31000 

Risk Management – Principles and Guidelines aims to deliver. 

Risk Events 

The majority of risk registers and risk profile registers detail a substantial amount of causes 

and consequences. However, the focus should be on defining the much smaller number 

of events/incidents that, if they occur will have a material impact on the Shire’s objectives. 

Local governments on a whole have the same core risks with some variability due to 

different service delivery. Why is it then that local governments have all developed 

different risk registers with different risk contexts? 

The Canberra consultant is currently developing a series of common risk libraries for various 

industries. The Shire of Broome has been asked to participate in the consultation process 

to develop the common risk library for local government. It is envisaged that this will lead 

to a risk library of 30 – 40 initial events/incidents that local governments will focus on. 

Example risk events might include: 

• disruption to the collection of rubbish,  

• explosion at bulk fuel storage facility at depot 

• member of staff or elected member accepting benefits for approval of works. 

 

The Risk Management Process will then be applied to the Risks as follows: 

 

 

As the risk management process is applied it will enable the Shire to prioritise its focus and 

scarce resources to those risk events with the highest probable consequence and 

consciously accept those risks that do not need any further controls or treatments to 

comply with Council’s approved risk appetite. 

Strategic vs Operational Risks 
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The below diagram defines in simple terms the difference between Strategic vs 

Operational risks 

The new risk management framework will look to create separate risk registers for Strategic 

and Operational Risks as they require a different management approach. Typically, 

strategic risks would be managed by the Council whereas operational risks are managed 

by the CEO and reported to the Council as required.  

In essence, strategic risks are events beyond the control of the Shire however require 

strategies to mitigate should an event occur. 

 

 
 

 

To transition the Shire’s Risk Management Framework the focus areas over the next 6 – 12 

months will be on: 

Updating current documentation.  

This will involve revising the current Risk Management Policy, developing a Risk 

Management Plan and updating Risk Management Procedures. 

 

Integral to updating the Risk Management Procedures will be getting Council to review its 

risk appetite. The current risk appetite was defined through the development and 

endorsement of the Shire’s Risk Assessment and Acceptance Criteria with the help of LGIS 

in 2016.  

Currently the Shire has 7 consequence or impact categories that risk assessments are 

assessed against:   

Health 

Financial Impact 

Service Interruption 

Compliance 

Reputational 

Property  

Environment.  
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In reality, service interruption, property and environmental are risks events Therefore it is 

envisaged that impact categories can be simplified to four categories below. This will 

improve the efficiency and understandability of the Risk Assessment Process: 

• Financial impact 

• Health/Safety impact 

• Reputational impact 

• Compliance impact. 

Risk Register Development 

A Consultant will be engaged to assist with the initial creation of the Strategic and 

Operational Risk Registers. This will involve workshops and training with both elected 

members, the executive and managers. At an operational level, each risk will be assigned 

to a member of the Executive Management Group and accountability for controls will 

predominately fall to managers and supervisors who will form the Shires Risk Tactical 

Advisory Group (R-TAG) 

This approach will assist to embed risk management into the Shire’s normal business 

processes as risk management should not be seen as a separate function or a 

compliance activity. Risks are already being managed on a daily basis and therefore 

should be part of business as usual as depicted below: 

 

 
 

Ultimately, the primary benefit to be obtained from risk management is to facilitate the 

making of risk informed decisions. 

CONSULTATION 

The existing R-TAG have discussed the need to reset the risk management context within 

the R-TAG, so that focus is applied to control effectiveness and assurance for identified 

high risk events.     

 

STATUTORY ENVIRONMENT 

 

Local Government (Audit) Regulations 1996 16.  
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Audit committee, functions of  

An audit committee —  

 (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; and    

(b)  internal control; and    

(c)  legislative compliance.  

(2)  The review may relate to any or all of the matters referred to in subregulation (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 

 

2.1.1  Legislative Compliance  

2.1.4  Risk Management  

2.2.1  Internal Control 

 

FINANCIAL IMPLICATIONS  

 

The Shire has funds budgeted in 2019/20 to redevelop the organisational risk framework. 

  

STRATEGIC IMPLICATIONS    

 

Our Organisation Goal – Continually enhance the Shire’s organisational capacity to 

service the needs of a growing community: 

 

Outcome 4.4.3 Ensure all governance and compliance tasks are adhered to. 

 
 

VOTING REQUIREMENTS 

Simple Majority  
 

COMMITTEE RESOLUTION: 

(REPORT RECOMMENDATION)  

Moved: Cr C Mitchell Seconded: Cr B Rudeforth 

That the Audit and Risk Committee recommends that Council receive the Risk 

Management Biannual Update Report.  

CARRIED UNANIMOUSLY 3/0 

 

Attachments 

There are no attachments for this report.    
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6. MATTERS BEHIND CLOSED DOORS 

 

Nil 

 

7. MEETING CLOSURE 

There being no further business the Chairman declared the meeting closed at  5:45pm. 

 

These minutes were confirmed at a meeting held (DD Month Year), 

and signed below by the Presiding Person, at the meeting these minutes were 

confirmed. 

 

Signed: …………………………… 
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