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MINUTES OF THE AUDIT AND RISK COMMITTEE MEETING OF THE SHIRE OF BROOME, 

HELD IN THE COMMITTEE ROOM, ON THURSDAY 4 DECEMBER 2025, 

COMMENCING AT 12:00PM. 

 

1. OFFICIAL OPENING 

The Chair welcomed Councillors and officers and declared the meeting open at 12:00 PM 

2. ATTENDANCE AND APOLOGIES   

 

ATTENDANCE   

   

Members: Cr D Male Deputy Shire President 

 Cr M Virgo Councillor 

   

   

 

Apologies: Shire President C 

Mitchell 

 

 Mr S Mastrolembo Chief Executive Officer 

 

Leave of Absence: Nil  

   

 

Officers: Mr J Watt Director Corporate Services 

 Mr J Hall Director Infrastructure 

 Ms S Becker Director Development and Community 

 Mr F Mammone Manager Finance 

 Mr J Dodds Accountant 

 Ms E Kerr Creditors Officer 

   

 

3. DECLARATIONS OF FINANCIAL INTEREST / IMPARTIALITY 

 

Committee Member Item No Item Nature of Interest 

Nil. 

4. CONFIRMATION OF MINUTES 

 

COMMITTEE RESOLUTION: 

Minute No. AR/1225/001  

Moved: Cr D Male Seconded: Cr M Virgo 

That the Minutes of the Audit and Risk Committee held on 7 October 2025, as published 

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

CARRIED UNANIMOUSLY 2/0 
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5. REPORTS OF OFFICERS  

 
 

5.1 ANNUAL FINANCIAL REPORT AND AUDIT REPORT 2024/25 

LOCATION/ADDRESS: Nil 

APPLICANT: Nil 

FILE: FRE02 

AUTHOR: Manager Financial Services  

CONTRIBUTOR/S: Nil  

RESPONSIBLE OFFICER: Director Corporate Services  

DISCLOSURE OF INTEREST: Nil 
 

 

SUMMARY: 

The Audit and Risk Committee is requested to review and recommend to Council the 

adoption of the 2024/25 Annual Financial Report, Audit Management Letter and 

applicable budget amendments. 

 

BACKGROUND 

 

In accordance with section 7.9 of the Local Government Act 1995 (the Act), an auditor is 

required to examine the accounts and annual financial report of a local government. Upon 

completion of the audit, the auditor must prepare a report and submit it by 31 December 

following the end of the financial year to: 

 

(a) The Mayor or President, 

(b) The Chief Executive Officer (CEO), and 

(c) The Minister. 

 

Under Regulation 10(4) of the Local Government (Audit) Regulations 1996, the auditor may 

also prepare a Management Letter, which provides additional commentary on the audit 

process, internal control issues, or any other matters deemed relevant. While generally not 

material in relation to the overall audit of the financial report, are nonetheless considered 

relevant to the day-to-day operations of the Shire. This Management Letter accompanies 

the auditor’s report and is similarly forwarded to the individuals specified under section 7.9 

of the Act. 

 

The Office of the Auditor General (OAG), with RSM Australia as its contracted auditor for the 

third consecutive year, conducted the Shire's 2024/25 financial year audit. An Audit 

Entrance Meeting which outlined the audit process and timeline was held on 25 March 

2025, attended by the Audit and Risk Committee, CEO, Shire Executive and officers.  

 

The final audit occurred between 6 October 2025 and 1 November 2025, with follow-up 

discussions continuing through November.  

 

The Final Audit Exit Meeting was held on 27 November 2025, attended by the Chair of the 

Audit Risk Improvement Committee (ARIC), CEO, Executive and Shire officers. During the 

meeting, the auditors presented an overview of the audit, including: 

 

1. Areas of focus 

2. Management letter points 
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On 2 December 2025, the OAG issued the signed audit report, including their Opinion and 

Management Letter, which are attached to this report. 

 

The Audit Risk Improvement Committee (ARIC), under its terms of reference, is required to: 

 

1. Review the auditor’s reports after considering a report from the CEO on the matters 

raised. 

2. Assess whether any matters raised require action by the local government. 

3. Ensure appropriate responses and remedial actions are implemented. 

 

In the instance that the auditor raises findings considered significant in the audit report,  the 

ARC must consider a report prepared by the CEO addressing those significant findings, and 

state what action the local government has taken or intends to take with respect to each 

of those findings. As per section 7.12A(4) of the Act: 

- within three months of receiving the auditor’s report it must be provided to the 

Minister, and  

- a copy of the report published on the local government’s official website within 14 

days after a local government gives a report to the Minister. 

 

This agenda item ensures compliance with the legislative requirements of the Local 

Government Act 1995, the Local Government (Audit) Regulations 1996, and the Local 

Government (Financial Management) Regulations 1996, while facilitating the necessary 

review and recommendation process for the adoption of the Annual Financial Report. 

 

COMMENT 

 

The 2024/25 financial statements were submitted to the RSM on 30 September 2025. The 

statutory requirement is to submit by 30 September 2025.  

The Shire of Broome has received a clear (unmodified) audit opinion from the OAG. 

It is noted however, that comments within the Management Letter addressed to the Shire 

President identified two issues for Council’s attention. 

1. Unresolved matters from previous audits - the Auditor has requested that these 

outstanding matters be attended to before next years audit. 

2. Audit Readiness – the Auditor has indicated that the Shire financial statements were 

considered to be audit ready on 9 November 2025, the requirement is 30 September 

2025. This is the date to be reported on the local government sector audit results 

report to be tabled in Parliament. 

No significant issues were raised requiring a separate report to the Minister. 

 

Audit Findings 

The 2025 final audit raised ten internal control improvement recommendations, identified in 

the table below. The Management Letter (Confidential Attachment 3) provides further 

detail on each finding, including an audit recommendation and Management comment.  

No findings identified were determined to be significant.  

The contents of the report are deemed confidential due to the potential risk of increased 

vulnerability to fraudulent or illegal activities if released publicly. 
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Findings 

Prior 

year 

finding 

Rating 

Target 

completion 

date 

1. Expert Report Review: Landfill Provision  Moderate June 2026 

2.  Property, Plant and Equipment, and 

Infrastructure Reconciliation 
 Moderate June 2026 

3. Risk Registers Maintenance Yes Moderate June 2026 

4.  Related party declaration  Minor June 2026 

5.  Non-timely reconciliation of key account 

balances 
Yes Minor June 2026 

6.  Non-confirmation of goods received, or 

services transferred 
Yes Minor June 2026 

7.  No testing of business continuity and disaster 

recovery plan 
Yes Minor June 2026 

8.  Portable and attractive assets register not 

maintained 
Yes Minor June 2026 

9.  Bonds and deposits register not maintained Yes Minor April 2026 

10. No policies and procedures for inventory 

management 
Yes Minor June 2026 

 

Audit findings are rated as either significant, moderate or minor. Three of the findings are 

new (two moderate and one minor), and seven have been identified in a prior audit, which 

are being progressed by officers (one moderate, six minor). Officers have proposed 

completion dates for each item. 

 

Outstanding items will be addressed and presented at each subsequent ARIC meeting until 

appropriately resolved. 

 

Identified Accounting Misstatements 

 

The auditors identified four misstatements in the financial report, three of which have been 

adjusted and one that remains unadjusted. These items, detailed below, are included in the 

Management Representation Letter (Attachment 1) as required under Auditing Standard 

ASA 320, Materiality and Audit Adjustments: 

 

The adjusted amounts are detailed as follows: 

 

1. ($1,196,000) – Error in Journal causing a double up of prior year provision relating to 

BRAC Site Remediation. 

2. ($2,603,682) – Being Adjustment of Building Better Regions Fund (BBRF) project in 

relation to Cable Beach Stage 1 – contract liability transferred to revenue as 

expenditure occurred in current year. 

3. ($43,622) – Being Adjustment to provision for rehabilitation for Buckleys Road landfill. 

 

The above items were thoroughly reviewed and discussed between the Shire and RSM with 

agreement reached that adjustment would be made. 

 

The unadjusted amount is detailed as follows: 

1. $125,394 – Being additional provision for rehabilitation of the BRAC Site. 
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Other Matters 

 

No instances of fraud were identified for reporting, and there were no disagreements with 

management regarding significant accounting matters. 

 

2024/25 Operating Result 

 

The Audited Financial Report for the year ended 30 June 2025 received audit signoff on 2 

December 2025, and resulted in a $5,385,631 carried forward operating surplus, which is 

summarised below: 

  
Budgeted 

Opening Position 

2024/25 

Actual Opening 

Position as per 

2025 AFR 

Expenditure budget carried over 51,143,691 51,376,023 

Income budget carried over (inc plant sales) (45,324,439) (42,801,131) 

Borrowings budget carried over 0 0 

Reserve transfers budget carried over (3,403,746) (4,603,542) 

FA grant received in advance 0 656,752 

BRAC Design Reserve 35,722 35,722 

Estimated 2024/25 Surplus (Restricted Cash 

Reserve) 

421,122 421,122 

Additional Surplus to be allocated 0 300,685 

Net surplus  2,872,350 5,385,631 

less advance of 2024/25 Budget for FA Grant 
 

(656,752)   
4,663,824 

Budget Overview: The 2025/26 Annual Budget, adopted at the Special Council Meeting on 

26 June 2025, included an estimated carried-forward operating surplus of $2,872,350 from 

the 2024/25 financial year.  

These figures were preliminary and calculated before the finalisation of the 2024/25 financial 

year. 

Final Financial Position: After completing year-end processes, the confirmed carried-

forward surplus is $5,385,631, broken down as follows: 

• $656,752 from advance Financial Assistance Grant funding. 

• $3,026,168 net surplus from capital projects. 

• $945,182 net surplus from operating projects. 

• $721,807 untied surplus. 

The actual surplus amount of $721,807 excludes non-cash transactions such as 

depreciation, gains or losses from asset revaluations, profit or loss from plant disposal, and 

provisions for credit losses. It is noted that during the 2025/26 budget process 2024/25 

carryovers were reviewed in detail and a 2024/25 surplus of $421,122 was estimated. These 

funds were quarantined in Restricted Cash Reserve. 

Advance Financial Assistance Grant Impact: The Federal Government provides an annual 

Financial Assistance Grant (covering general purpose and road funding) through the WA 
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Local Government Grants Commission. The 2025/26 allocation was partially paid in 

advance on 24 June 2025, inflating the 2024/25 closing position. This requires an amendment 

to the 2025/26 budget to account for the advance payment ($656,752 decrease in 

income). Additional grant funds are expected later in 2025/26 to complete the annual 

allocation. The Adopted Budget contained revenue expectation for Grants Commission 

funding of $2,175,796, this amount has subsequently been reduced with the Grants 

Commission final calculations providing $1,882,025. This is a shortfall of $293,771 which has 

been previously reported to Council through the Minutes of the 7 October Audit and Risk 

Committee (First Quarter Finance and Costing Review). 

Budget Compliance and Monitoring: The Shire of Broome is required to budget for an end-

of-year closing position of $0, or within 10% of the rates raised, as per statutory principles. 

The Shire adopts a $0 closing balance position. 

To ensure compliance, internal controls including quarterly budget reviews are in place. 

Responsible officers review expenditures and forecast potential variances. All budget 

amendments must be approved by an Absolute Majority of Council.’ 

During the 3rd quarter budget review for 2024/25, a closing deficit of $193,282 was forecast 

for 30 June 2025, assuming all budgets were met. This forecast considered the cash needed 

to maintain services and projects and was detailed in quarterly reviews and monthly 

financial statements. 

Carry-Over Projects: The Executive Management Group has reviewed the carry-over 

project list to ensure all retained projects are essential. These include: 

• Grant or reserve-funded projects, 

• Committed projects, 

• Asset Management Plan (AMP) renewals, where funds are allocated to appropriate 

reserves for future use. 

Following end-of-year reconciliations and audit, the final untied surplus is confirmed at 

$721,807.  

Council has several significant projects within it’s Council Plan and Long Term Financial Plan 

in the coming years. A number of those projects are contained within the Buildings Asset 

Class, including a $7M development of Kimberely Regional Offices 3, a $4.7M Shire Depot 

and a $6.7M Shire Library. It is noted that there are borrowings associated with these projects 

which will increase Council’s longer term finance costs and constrain Council’s financial 

position. Council also has a significant 2 year project to transition from the Shire’s current 

Enterprise Resource Planning software to a more suitable and effective platform estimated 

at $3M+.  

Officers recommend that the surplus funds are split between the Buildings Reserve, reducing 

borrowings and therefore ongoing finance repayments, and the IT & Equipment Reserve to 

offset costs involved in progressing these critical strategic projects.  

CONSULTATION 

 

The preparation of the Annual Financial Report involved collaboration with key stakeholders 

to ensure compliance with statutory requirements and alignment with financial 

management best practices. This included: 



Minutes – Audit and Risk Committee Meeting 4 December 2025 Page 9 of 71 

 

 

 

• The Office of the Auditor General (OAG) and its contracted auditing firm, RSM 

Australia (RSM), to oversee the audit process and address audit requirements. 

• The Department of Local Government, Industry Regulation and Safety, for guidance 

on regulatory compliance. 

 

These partnerships ensured a thorough and transparent process in the preparation and 

review of the Annual Financial Report. 

 

STATUTORY ENVIRONMENT 

 

Local Government Act 1995 

6.4. Financial report  

(1) A local government is to prepare an annual financial report for the preceding 

financial year and such other financial reports as are prescribed.  

(2) The financial report is to —  

(a) be prepared and presented in the manner and form prescribed; and  

(b) contain the prescribed information.  

(3) By 30 September following each financial year or such extended time as the Minister 

allows, a local government is to submit to its auditor —  

(a) the accounts of the local government, balanced up to the last day of the 

preceding financial year; and  

(b) the annual financial report of the local government for the preceding 

financial year. 

 

s7.9 Audit to be conducted 

(1) An auditor is required to examine the accounts and annual financial report 

submitted for audit and, by the 31 December next following the financial year to 

which the accounts and report relate or such later date as may be prescribed, to 

prepare a report thereon and forward a copy of that report to —  

(a) the mayor or president; and  

(b) the CEO of the local government; and  

(c) the Minister.  

(2) Without limiting the generality of subsection (1), where the auditor considers that —  

(a) there is any error or deficiency in an account or financial report submitted for 

audit; or  

(b) any money paid from, or due to, any fund or account of a local government 

has been or may have been misapplied to purposes not authorised by law; or  

(c) there is a matter arising from the examination of the accounts and annual 

financial report that needs to be addressed by the local government, details 

of that error, deficiency, misapplication or matter, are to be included in the 

report by the auditor.  

(3) The Minister may direct the auditor of a local government to examine a particular 

aspect of the accounts and the annual financial report submitted for audit by that 

local government and to —  

(a) prepare a report thereon; and  

(b) forward a copy of that report to the Minister, and that direction has effect 

according to its terms.  

(4) If the Minister considers it appropriate to do so, the Minister is to forward a copy of 

the report referred to in subsection (3), or part of that report, to the CEO of the local 

government 

 

7.12A. Duties of local government with respect to audits  

(1) A local government is to do everything in its power to —  
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(a) assist the auditor of the local government to conduct an audit and carry out 

the auditor’s other duties under this Act in respect of the local government; 

and  

(b) ensure that audits are conducted successfully and expeditiously.  

(2) Without limiting the generality of subsection (1), a local government is to meet with 

the auditor of the local government at least once in every year.  

(3) A local government must —  

(aa) examine an audit report received by the local government; and  

(a) determine if any matters raised by the audit report, require action to be taken 

by the local government; and  

(b) ensure that appropriate action is taken in respect of those matters 

(4) A local government must —  

(a) prepare a report addressing any matters identified as significant by the 

auditor in the audit report, and stating what action the local government has 

taken or intends to take with respect to each of those matters; and  

(b) give a copy of that report to the Minister within 3 months after the audit report 

is received by the local government.  

(5) Within 14 days after a local government gives a report to the Minister under 

subsection (4)(b), the CEO must publish a copy of the report on the local 

government’s official website. 

 

Local Government (Audit) Regulations 1996 

 

Local Government (Financial Management) Regulations 1996 

 

Local governments are required to present to Council an audited annual financial report 

for the preceding financial year, within specified timeframes as prescribed. 

 

POLICY IMPLICATIONS 

 

Nil. 

 

FINANCIAL IMPLICATIONS  

 

Adopting the Annual Financial Report ensures compliance with statutory financial reporting 

obligations and promotes transparency for both Council and the community. 

 

The committed expenditure and corresponding income sources detailed in Attachment 6 

will require an absolute majority vote to approve any budget amendments for the 2024/25 

financial year. Furthermore, reconciling the final financial position with proposed carryover 

projects will also necessitate an absolute majority decision to allocate the untied portion of 

the net surplus being $721,807.  

 

RISK 

 
The audited Annual Financial Report is a critical control tool, ensuring transparency and 

accountability in the Shire’s financial management. It communicates to Council and 

stakeholders that the financial position, operational outcomes, cash flows, equity changes, 

and financial activities are free from material misstatements due to fraud or error. 

 

The audit findings highlight areas where improvements are necessary, prompting 

management to either implement corrective measures or recommend reviews of existing 

processes. These actions support the Shire’s ongoing efforts to maintain robust internal 

controls and sound financial governance. 
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The report also evaluates Council’s financial capacity to meet its strategic and operational 

objectives. Identified variances or findings may highlight the need to reassess budget 

assumptions, workforce allocation, or overall resource capacity to achieve strategic goals 

effectively. 

 

A recommendation from the Committee for Council to adopt the Annual Financial Report, 

Audit and Management Reports, and the CEO’s Report is crucial to ensure compliance with 

statutory requirements. Failure to adopt these documents could delay the approval of the 

2024/25 Annual Report, which would, in turn, impact the timely scheduling of the Annual 

Electors’ Meeting (AEM). This represents a significant risk, as it could disrupt compliance with 

statutory obligations related to the AEM. Furthermore, such delays could have a substantial 

reputational impact, as the AEM attracts considerable attention from ratepayers and the 

community. 

 

Should the Committee recommend alternative allocations for the 2024/25 surplus, aligned 

with Council’s risk appetite, the associated risk is considered moderate. This risk can be 

effectively mitigated through adherence to the report recommendations, ensuring clarity 

and alignment with strategic priorities. 

 

STRATEGIC ASPIRATIONS    

  

VOTING REQUIREMENTS 

Absolute Majority  

 

COMMITTEE RESOLUTION: 

(REPORT RECOMMENDATION)  Minute No. AR/1225/002  

Moved: Cr M Virgo Seconded: Cr D Male 

That the Audit and Risk Committee recommends that Council:   

1.  Receive the Chief Executive Officer’s report relating to the audit. 

2.      Receive the: 

(a)    Management Representation Letter as per Attachment 1; 

(b) Audited Annual Financial Report including the Independent Auditor’s Report 

as per Attachment 2 and 3; and 

(c)    Audit Management Letter as per Confidential Attachment 4 and 5.     

3.      Adopt the Audited Annual Financial Report dated 2 December 2025 and the Audit 

Management Letter for the year ended 30 June 2025 as per Attachment 2,3,4 and 5 

respectively. 

4.      Approves the Budget Amendment detailed as per Attachment 6 to finalise the    

 correct amounts for Carry Forwards from 2024-2025. 

5.      Acknowledging the advance payment of the Financial Assistance Grant in June 

2025, approves budget amendments to decrease GL 100303010 General Purpose 

Grant by $256,871 and GL 101203050 Untied Roads Grant by $399,881. 

6. Approves a budget amendment to allocate $360,903.50 of net 2024/25 surplus to GL 

101474570 Transfer to Building Reserve to offset costs of new capital building projects 

contained within the Council Plan; and 

7.  Approves a budget amendment to allocate $360,903.50 of net 2024/25 surplus to GL 

101419950 Transfer to IT & Equipment Reserve for Replacement of ERP Software and 

systems. 
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CARRIED UNANIMOUSLY BY ABSOLUTE MAJORITY 2/0 

 

Attachments 

1.  Management Representation Letter 2024-2025 

2.  Annual Financial Statements 2024-2025 

3.  Auditor Opinion 2024-2025 

4.  Audit Management Letter 2024-2025 

5.  Audit Management Letter 2024-2025 Attachments (Confidential to Councillors and 

Directors Only) 

This attachment is confidential in accordance with section 5.23(2) of the Local 

Government Act 1995 section 5.23(2)((f)(ii)) as it contains “a matter that if disclosed, 

could be reasonably expected to endanger the security of the local governments 

property”. 

6.  Schedule of Adjustments to Carry Forwards 

  



Item 5.1 - ANNUAL FINANCIAL REPORT AND AUDIT REPORT 2024/25  
 
 

 

Attachment 1 - Management Representation Letter 2024-2025 Page 13 

 

  



Item 5.1 - ANNUAL FINANCIAL REPORT AND AUDIT REPORT 2024/25  
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Item 5.1 - ANNUAL FINANCIAL REPORT AND AUDIT REPORT 2024/25  
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OAG
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Item 5.1 - ANNUAL FINANCIAL REPORT AND AUDIT REPORT 2024/25  
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6. MATTERS BEHIND CLOSED DOORS 

 

Nil 

 

7. MEETING CLOSURE 

There being no further business the Chair declared the meeting closed at 12:32 PM. 
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