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 VANESSA McDONALD  
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NOTICE is given that the Audit Committee will meet in the Civic Centre, Committee Room, Level 4 
on Tuesday, 6th December, 2016 at 5.30 p.m.  
 
An agenda for the meeting is enclosed herewith.  

 
 
Grant HUMPHRIES  
DIRECTOR - CORPORATE SERVICES  
 
23

rd
 November, 2016  

MJT  

 

mailto:city@mountgambier.sa.gov.au


CONFLICT OF INTEREST DISCLOSURE FORM 

I , 
 (insert name) 

have received a copy of the agenda for the   ordinary     special meeting of the 

  Council    Committee    Board 
(insert full name of Committee/Sub-Committee/Board) 

to be held on: 
(insert date of meeting) 

CONFLICT OF INTEREST DISCLOSURE 

I consider that I have a: 

 material conflict of interest pursuant to section 73 (complete and sign below) 

 actual or  perceived conflict of interest pursuant to section 74 (complete and sign overleaf) 

of the Local Government Act 1999 (“the LG Act”) in relation to the following agenda item: 

(insert details - include Agenda Item No, Report Number, Item/Report Subject Title) 

which is to be discussed at that meeting. 

MATERIAL 

The nature of my material conflict of interest is as follows [ensure sufficient detail is recorded, including the 
reasons why you (or a person prescribed in section 73(1) of the LG Act) stands to obtain a benefit or suffer a loss 
depending on the outcome of the consideration of the matter at the meeting of the Council in relation to the agenda item 

described above]: 

In accordance with section 74(1)(b) I will be leaving the meeting room while the matter is being discussed and 
voted on.  

 _________________________________  _________________________________ 
Signature  Date 



 

 

In accordance with section 75A(2)(b) I propose  to   not to participate in the meeting in relation to 
the matter.  

 

ACTUAL  
The nature of my actual conflict of interest is as follows [ensure sufficient detail is recorded, including the 
reasons why the conflict between your interests and the public interests might lead to a decision that is contrary to the 

public interest in relation to the agenda item described above]: 
 

 

 
 

 
 

 

Where I have proposed to participate in the meeting I intend to deal with my actual conflict of interest 
in the following transparent and accountable way [ensure sufficient detail is recorded as to the manner in which 

you intend to deal with the actual conflict of interest in a transparent and accountable way]. 

 

 

 

 

 
 

 

OR 
 

PERCEIVED  
The nature of the perceived conflict of interest is as follows [ensure sufficient detail is recorded, including the 
reasons why you consider that an impartial fair-minded person could reasonably consider that you have a perceived conflict 

of interest in the matter]. 
 
 
 

 
 

 
 

Where I have proposed to participate I intend to deal with the perceived conflict of interest in the 
following transparent and accountable way [ensure sufficient detail is recorded as to the manner in which you 

intend to deal with the perceived conflict of interest in a transparent and accountable way]. 
 
 

 
 

 
 

 
 
  _________________________________   _________________________________  
 Signature  Date 

 

 

 

 



AUDIT COMMITTEE 
 

Meeting to be held on Tuesday, 6th December, 2016 at 5.30 p.m. 
in the Committee Room, Civic Centre, 10 Watson Terrace, Mount Gambier 

 
AGENDA 

 
PRESENT: Mr Jeroen Zwijnenburg (Presiding Member) 
 Miss Vanessa McDonald  
 Cr Sonya Mezinec  
   
 

APOLOGY/IES:  moved that the apology from  
 be received.  
 
  seconded  
 

COUNCIL MEMBERS/ 
OTHERS AS  
OBSERVERS:  
 

GUESTS:   
  
 

COUNCIL EMPLOYEES  
IN ATTENDANCE: Mr Grant Humphries, Director - Corporate Services  
 Mr Gary Button, Finance Manager  
 Ms Kahli Rolton, Management Accountant  
 

OTHER APOLOGIES:  Mr Mark McShane, Chief Executive Officer 
 

WE ACKNOWLEDGE THE BOANDIK PEOPLES AS THE TRADITIONAL CUSTODIANS OF 
THE LAND WHERE WE MEET TODAY.  WE RESPECT THEIR SPIRITUAL RELATIONSHIP 
WITH THE LAND AND RECOGNISE THE DEEP FEELINGS OF ATTACHMENT OUR 
INDIGENOUS PEOPLES HAVE WITH THIS LAND. 
 
MINUTES:   moved the minutes of the previous meeting held 

on Tuesday, 4th October, 2016 be taken as read and confirmed.  
 

   seconded 
 

QUESTIONS: 
 

(a)  With Notice – Nil received 
 

(b) Without Notice –   
 
1. ANNUAL FINANCIAL STATEMENTS 2015/2016 - Correction - Ref. AF16/322 
 
 The Director - Corporate Services reported that:   
 
 (a)  reference is made to the attached memo setting out a correction that is required to 

be made to the recently adopted Annual Financial Statements (AFS) for 2015/2016;  
 
 (b) reference is also made to the letter from Council's Auditor advising that they support 

the proposed correction and the process required to formalize the correction;  
 
 (c) the following recommendations repeat the October Audit Committee resolutions but 

with the aforementioned correction.  
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Audit Committee Agenda, Tuesday 6
th
 December, 2016 cont'd… 

 

 RECOMMENDATION NO. 1 
 
  moved it be recommended: 
 
 (a) the report be received;  
 
 (b) In accordance with Section 126(4)(a) of the Local Government Act 1999 the Audit 

Committee advises that it has reviewed the annual financial statements (corrected) 
of the Council for the year ended 30 June 2016 and is satisfied they present fairly the 
state of affairs of Council; 

 
 (c) The Chief Executive Officer and Presiding Member of the City of Mount Gambier 

Audit Committee sign the statement to certify the independence of the Council 
Auditor, Galpins.  

 
  seconded  
 
2. EXTERNAL AUDITOR – END OF YEAR REPORT - Ref. AF12/227 
 
 The Director - Corporate Services reported:  
 
 (a) following the recent annual end of year (or statutory)  audit, Council has now 

received the subsequent Audit Management letter;  
  
 RECOMMENDATION NO. 2 
 
  moved it be recommended 
 

(a) the letter be received and contents noted; 
 

(b) the Audit findings and recommendations be referred to the Council administration for 
attention and to the Audit Committee for ongoing monitoring; 

 
(c) Councils External Auditor be advised of this course of action. 

 
  seconded  
 
3. FINANCIAL INTERNAL CONTROLS - Internal Audit Program - Ref. AF16/164 
 
 The Director - Corporate Services reported: 
  

(a) As reported previously Council has commenced its Financial Internal Controls 
Program with regular periodic reports (as attached); 
 

(b) You will note that from the following Controls being reviewed there are a number of 
recommendations/improvements that will be actioned and monitored through the 
MET meeting process; 

 

 Control 16 Rates/Rates Rebates  
 
RECOMMENDATION NO. 3 

 
  moved it be recommended: 
 
 (a) the report be received;  
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Audit Committee Agenda, Tuesday 6
th
 December, 2016 cont'd… 

 

 
 (b) Financial Internal Controls Report (Control 16) be endorsed by Council; 
 
   seconded 
 
4. NEXT MEETINGS (all dates tentative) 

 

 Tuesday, 7th March, 2017 

 Tuesday, 30th May, 2017 

 Tuesday, 22nd August, 2017 

 Tuesday, 10th October, 2017  
 

 
The meeting closed at          p.m.  
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Civic Centre, 10 Watson Terrace  
Mount Gambier SA 5290 
 
PO Box 56 
Mount Gambier SA 5290 
 
Telephone 08 87212555 
Facsimile 08 87249791 
city@mountgambier.sa.gov.au 
 
mountgambier.sa.gov.au  

 
TO: CEO 
 DIRECTOR – CORPORATE SERVICES 
 
CC: FINANCE MANAGER 
 TEAM LEADER - FINANCE 
  
REF:  AF16/322 
 
RE: ANNUAL FINANCIAL STATEMENTS 2015/2016 

 

  
During the completion of the Grants Commission ‘Local Government Financial Statements & 
Supplementary Return’ an error was identified with the classification of income received from 
Council’s grant funding in 2015/2016. Operating grants were categorised as capital during the 
course of the financial year. 
 
The incorrect coding resulted in an overstatement of our operating deficit but has no impact on 
Council’s net result. There is no material misstatement by Council, but due to the timing of this 
information it is appropriate to correct this error now rather than to wait until next financial year to 
restate the 2016 result. 
 
A review has been completed of all Grants, subsidies and contributions received last financial 
year, and as a result our operating deficit is now ($550k) and our operating surplus ratio improves 
to (2.0%). Adjusting for the distortion due to the Federal Government cessation of the forward 
payments of the financial assistance grants, the ratio increases to 3.0%. 
 
Our financial Statements have been re-stated to show to the correct financial position as at 30 
June 2016, with the following schedules impacted by the changes:- 
 

 Statement of Comprehensive Income 

 Statement of Cash Flows 

 Note 2 – Income 

 Note 10 – Reconciliation to Cash Flow Statement 

 Note 11 – Functions 

 Note 13 – Financial Indicators  

 Note 14 – Uniform Presentation of Finances 
 
This information has been reviewed by our auditors (Galpins Accountants, Auditors & Business 
Consultants) and they have accepted the adjusted result. Their advice is that due to the 
immaterial nature of the impact on our financial statements this would not need to be formally 
reported via the Audit Committee and then to Council, providing:- 
 

 Audit Committee members are advised of the corrections, and 

 Agree that there is no material misstatement as a result of this error 
 
To finalise the corrections to our Financial Statements fresh Certificates will need to be signed by 
the Mayor, CEO, and Presiding Member of the Audit Committee. Once signed, Galpins will 
prepare a fresh Auditors report and this process with then conclude. 
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Due to the timing of this information, the data provided to the Grants Commission will reflect the 
correct position of Council and will not compromise any financial comparisons to other South 
Australian Councils. 
 
I will therefore now proceed to correct / finalise this matter as per the advice of Council’s external 
Auditor. 
 
Please contact the undersigned if further information / clarification is required. 
 

 
 
Gary BUTTON 
FINANCE MANAGER 
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Attachments: 
 

1. Statement of Comprehensive Income 
2. Statement of Cash Flows 
3. Note 2 – Income 
4. Note 10 – Reconciliation to Cash Flow Statement 
5. Note 11 – Functions 
6. Note 13 – Financial Indicators  
7. Note 14 – Uniform Presentation of Finances 
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1. EXECUTIVE SUMMARY 
 

1.1 Background 
 
We recently completed our final audit for the City of Mount Gambier. The staff 
members were helpful and professional and readily located records we requested. 
 
During our final audit we performed substantive procedures to obtain reasonable 
assurance about whether the financial statements are free of material misstatement 
due to error or fraud. 
 
While we assume no responsibility to design audit procedures to identify matters to 
report to you, we communicate any matters encountered during the course of our 
audit which we believe should be brought to Council’s attention. 
 
This does not mean that there are no other matters of which Council should be aware 
in meeting its responsibilities, nor does this report absolve Council from taking 
appropriate action to meet these responsibilities. 
 

1.2 Objectives and Scope 
 
The objective of our audit was to obtain reasonable assurance that the financial 
report presents fairly, in all material respects, the financial position of City of Mount 
Gambier as at 30 June 2016 and its financial performance and its cash flows for the 
year then ended in accordance with Australian Accounting Standards, the Local 
Government Act 1999 and the Local Government (Financial Management) 
Regulations 2011.  
 
During our interim audit we performed procedures to gain an understanding of the 
internal controls in place relevant to the financial statements and performed tests of 
design and effectiveness for these controls. Based on the results of the control 
testing, we then assessed the audit risks to define the extent and nature of our 
substantive procedures for our final visit. An interim management letter was issued 
on 23rd May 2016. 
 
During our final audit we focussed on the account balances and notes disclosures 
presented in the financial report. Examples of substantive procedures performed at 
final audit include inspection of documents, recalculation, reconciliation, analytical 
analysis of balances, external confirmation and reperforming procedures adopted by 
the entity. Our audit opinion is expressed on the auditor's report. We report in this 
final management letter matters that we believe should be brought to Council's 
attention. 
 
The audit is not designed or intended to detect all weakness related to internal 
control, nor is it designed or intended to identify all instances of fraud or error.  
Limitations of the audit process include that it is not performed continuously 
throughout the period, internal controls tests are focused on key controls based on 
professional judgement and risk assessment and the tests performed are on a 
sample basis. Because of the inherent limitations of any internal controls structure, 
including the reliance on human intervention and the possibility of management 
override, it is possible that fraud, error, or non-compliance with laws and regulations 
may occur and not be detected.  
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1.3 Overall Review of the Council’s Internal Controls and 
Financial Statements 
 
During our final visit we noted that most of the financial controls considered as key 
controls by the audit were in place and were operating effectively. None of the issues 
identified during our audit are classified as high risk. There were no new issues that 
we needed to add to the interim management letter report on internal controls.   
 
The final management letter from last year provides three performance improvement 
observations related to annual leave and TOIL entitlements, and recognition of 
assets received free of charge. The table below summarises the performance of the 
Council in addressing the management letter points from last year. 
 

Areas  Response from Management 

Annual Leave Entitlements  Actions in place to monitor and act on 
excessive balances 

 

TOIL balances Actions in place to monitor and act on 
excessive balances 

 

Assets received free of charge Accounting policy revised to recognise 
infrastructure received free of charge from 

developers.  Revenue and assets 
recognised for items transferred in 2015-16 

 

 
The issues related to annual leave entitlements and TOIL balances have been 
partially completed as Council has consolidated its internal reporting processes on 
leave.  The number of employees with excessive annual leave balances has 
increased slightly, while the number of excessive TOIL balances has decreased. 
 
The issue related to assets received free of charge has been completed as the 
accounting policy has been revised and acted on.   
 
Audit identified no new financial statement related issues in 2015-16. 
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1.4 Category of Findings 
 
In order to assist the Council in setting priorities we have classified our findings in 
accordance with our risk assessment. This risk assessment is focussed on risk of 
material misstatements in the financial statements. 
 
The Council should also perform its own assessment based not only on audit risks 
but also other risks management considers relevant such as non-compliance with 
pertinent legislation and regulations. 
 
A table defining the risk ratings used by audit to classify the findings can be seen 
below: 
 

Category Description 

High Risk 
The issue described could lead to a material misstatement in the Council’s 
financial statements, and requires immediate attention. 

Moderate 

The issue described does not represent a material weakness due to the 
existence of compensating controls. However, the failure of the compensating 
controls or the existence of any other moderate weakness within the same 
business cycle may lead to a material misstatement in the Council’s financial 
statements.  The issue should be addressed within three months of receiving  
this report. 

Low Risk 
 

The issue described is a low risk weakness due to the existence of 
compensating controls and the failure or absence of the internal controls does 
not impact significantly on the Council’s financial statements. However, 
multiple low level risk weakness within the same business cycle may lead to a 
material weakness in the Council’s internal controls and non-compliance with 
s125 of the Local Government Act.  The issue should be addressed within six 
months of receiving this report.. 

Better 
Practice 

The issue described has been included in this report as an opportunity for 
better practice. 

 



 

6 

1.5 New Findings Identified in 2015-16 
 

Finding  Description Risk 

2.1 NIL 

 

Moderate 
 

 

1.6 Summary of Repeated Findings from previous years 
 
 

Finding  Description Risk 

3.1 Annual Leave Entitlements 
 
Audit identified during the 2015-16 final audit that there were a 
number of staff with annual leave balances in excess of 300 
hours  
 
 

Low 

3.2 TOIL Balances 
 
Audit identified during the 2015-16 final audit that there were a 
number of staff with TOIL balances in excess of 40 hours  
 

Low 
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2. NEW AUDIT FINDINGS IDENTIFIED IN 2015-16 
 
 

2.1: NIL Moderate 
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3. REPEATED FINDINGS FROM PREVIOUS YEARS 
 

3.1: Annual Leave Entitlements Low  

 

Issues and Impact Recommendations Management Response  
 

Issues 
 
Audit noted that as at 30 June 2014 that there were four staff with leave 
balances in excess of eight weeks (40 days).  This increased to eight as 
at 30 June 2015, and to ten as at 30 June 2016.  The largest balance of 
55 days is 20% higher than last year.  Management has advised us of 
changes to leave management processes within the financial year. 
 

Senior Managers are provided with monthly balances of all leave types 
including annual leave, sick leave, long service leave and TOIL. 
 
In addition the CEO receives a monthly management leave balance report for 
all employees.  
 
This ongoing, regular monitoring program identifies any excessive leave 
balances and if necessary leave plans are established to reduce Council’s 
liability. 

 
It appears that these initiatives have not been successful in reducing the 
issue of excessive leave balances. 
 

Impact 
 
Leave balances may be excessive and exceed the allowable balances 
under the relevant EB. Staff not taking leave may lead to health safety 
and welfare issues and increase the ability to conceal fraud. In the case of 
promotion, leave may be paid out or taken at a higher rate of pay than 
that at which it was accrued.  Overall costs to Council may increase as 
employees may sometimes not be replaced when going on leave, but get 
paid out on termination. 

 
 
Council to ensure that employees do 
not accumulate excessive annual 
leave balances. 
 
Council to review the effectiveness of 
the leave management processes 
during 2016-17. 

 
 

The matter be referred to Council’s 
Management executive Team for 

review of the current leave 
management process with a 

recommendation that the former 
monthly leave reporting process, as 

part of the agenda for those 
meetings, be reinstated. 
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3.2: Time off in Lieu (TOIL) Balances Low 

 

Issues and Impact Recommendation/s Management Response  
 

Issues 
 
There were eight staff (2015: twelve staff) with TOIL balances in 
excess of 40 hours. This includes inside and outside staff The total 
value of TOIL for all staff was $60,000 (2015: $93,000.) 
 
Impact 
 
TOIL balances may be excessive and exceed the allowable 
balances under the relevant EB. Staff not taking TOIL may lead to 
health safety and welfare issues and increase the ability to conceal 
fraud. In the case of promotion, TOIL may be paid out or taken at a 
higher rate of pay than that at which it was accrued. 

 

 
 
Council to ensure that employees do not 
accumulate excessive TOIL balances. 

 
 

This is a continuing focus for Council 
managers evidenced by the ongoing 
reduction in toil hours. As of October 

2016 the number of staff with toil 
balances in excess of 40 hours has 
further decreased to 3 staff and a 
reduction in the overall value to 

$46,000. 
 

 
 



Issues:
1. Access to the rating system is not restricted to authorised 
personnel.
2. Employees responsible for processing rate notices are able to 
process payment of their own rates.
3. Interest flag is switched on for exempt properties.

Impact:
1.  Where access is not adequately restricted, the integrity of data 
and set up of the rating system may not remain pertinent and result 
in incorrect calculation and issuing of rates notices.
2. Council may be at risk of cashflow demands where employees 
inappropriately reduce or receipt thier own rates.
3. Incorrect calculations in rates can lead to  ratepayer 
dissatisfaction.

Background:
3.  Senior Rates Officer suggested changing interest flag to yes for 
exempt properties would be detrimental to her existing process for 
raising interest, as the crosscheck is to ensure all properties have 
interest flag set to yes so that interest is not missed being applied.

1. The following staff be removed from having access to the Rates 
Master File:  R Tilley, Cashier 1, Cashier 2, S Durbidge, L Little, A 
Telfer, A Lavia.  Please note this is not intented to remove their 
ability to look up assessments or input Green Waste tags.

2. Inherent risk that employees can process/receipt their own rates 
payments is mitigated per the Financial Internal Controls and 
crosscheck of such controls.  No Change recommended, just noted 
for management.

3. In light of this, recommend Senior Rates Officer completes 
additional check to ensure all non‐rateable properties rates are set 
to $0.  This will ensure no interest penalties are accidentally 
applied.

Overall, nothing significant to report.  

Support Recommendation

Noted. No further action required.

Support Recommendation

Date: 10/11/2016

MODERATE

Issues Recommendations Management Response

16: Revenue - Rates / Rates Rebate
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