Audit Committee

Notice is hereby given pursuant to the
provisions of the Local Government Act,
1999, that the next Meeting of the Audit
Committee will be held in the Council
Chambers, 181 Unley Road Unley on

Tuesday 17 May 2022 6.30pm

for the purpose of considering the items
included on the Agenda.

Chief Executive Officer






MEMBERS

Presiding Member D Powell (Presiding Member)
Councillor M Rabbitt

Councillor M Broniecki

Independent Member N Handley

Independent Member A Martin

ACKNOWLEDGEMENT

Ngadlurlu tampinthi, ngadlu Kaurna yartangka inparrinthi. Ngadlurlu parnuku tuwila
yartangka tampinthi.

Ngadlurlu Kaurna Miyurna yaitya yarta-mathanya Wama Tarntanyaku tampinthi.
Parnuku yailtya, parnuku tapa purruna yalarra puru purruna.™

We would like to acknowledge this land that we meet on today is the traditional
lands for the Kaurna people and that we respect their spiritual relationship with
their country.

We also acknowledge the Kaurna people as the traditional custodians of the
Adelaide region and that their cultural and heritage beliefs are still as important to
the living Kaurna people today.

*Kaurna Translation provided by Kaurna Warra Karrpanthi
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ORDER OF BUSINESS

ITEM

PAGE NO

1. ADMINISTRATIVE MATTERS

11 APOLOGIES
Nil

1.2 LEAVE OF ABSENCE
Nil

1.3 CONFLICT OF INTEREST
Members to advise if they have any material, actual or perceived
conflict of interest in any ltems in this Agenda and a Conflict of
Interest Disclosure Form (attached) is to be submitted.

14 MINUTES
1.4.1 Minutes of the Ordinary Audit Committee Meeting held

Tuesday, 15 March 2022

1.5 DEFERRED / ADJOURNED ITEMS

Nil
2. REPORTS

2.1 Draft 2022-23 Annual Business Plan and Budget for Community
Consultation

2.2 External Audit - Interim Audit Findings & Agreed Actions
April 2022

2.3 Internal Financial Controls - Self Assessment - 2021-2022

2.4  Progress Report on Internal Audit Actions as at May 2022

2.5 Strategic Risk Register Review - April 2022

2.6  Operational Risk Register Update - High and Extreme Risks -
April 2022

2.7  Proposed Internal Audit Plan 2022-2023

3. OTHER BUSINESS
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116
125
148

159
171



NEXT MEETING
Tuesday 16 August 2022 - 6.30pm

Council Chambers, 181 Unley Road Unley
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DECISION REPORT

REPORT TITLE: DRAFT 2022-23 ANNUAL BUSINESS PLAN
AND BUDGET FOR COMMUNITY
CONSULTATION

ITEM NUMBER: 2.1

DATE OF MEETING: 17 MAY 2022

AUTHOR: ALEX BROWN

JOB TITLE: MANAGER FINANCE AND PROCUREMENT

ATTACHMENTS: 1. DRAFT 2022-23 ANNUAL BUSINESS

PLAN & BUDGET

1.  EXECUTIVE SUMMARY

The Local Government Act 1999 (the Act) requires Council to consult with
the community prior to adopting the annual budget. Specifically, the Act
requires Council to develop a Draft Annual Business Plan and Budget
(Draft ABP&B) and follow a process of community consultation.

The Draft 2022-23 Annual Business Plan and Budget was approved by
Council at its meeting held on 26 April 2022 for the purposes of community
consultation.

This report and the Draft ABP&B, provide information in relation to the:
o Services provided by Council to the community
. Proposed projects to be undertaken

o  Operating Projects of $1.25M (net)

o  New Capital Projects of $1.7M (net)

o  Capital Renewal of $8.4M. (net)

o Resources required by the Council to deliver the services and
projects

. Funding required including the proposed rates increase and
estimated borrowings

The draft budget has been prepared with the assumption that General
Rates, fees and charges, and operating expenditure would increase
broadly in line with CPl. For the purpose of consultation, the suite of
financial statements contained within the Draft ABP&B, the estimated CPI
used was 3.0%.

Since the adoption of the Draft ABP&B for consultation, the Australian
Bureau of Statistics has advised Adelaide CPI for the March Quarter 2022
was 4.7%.

Page 7 of Audit Committee Meeting Agenda 17 May 2022



This under-estimation of 1.7% means that the forecast expenditure to be
incurred, and the forecast income required to deliver all the services and to
be provided by Council is too low.

As part of community consultation, Adminstration will need to explain this
disparity even though there may be no or litte impact on the Operating
Surplus Ratio of 4.5%.

Further to this explanation the community has been been asked:

1. If they support an average increase in general rates in line with
Adelaide CPI; and

2. If not, what services do they suggest being decreased and/ or
projects be removed or postponed?

Adminstration has already commenced an impact assessment with a view
to developing options for Council to consider at its next Budget Workshop.
Key items being reassessed are:

o Employee costs that increase in line with the March CPI

o Fees and Charges

o Large procurement contracts that have CPI clauses that affect price
o Finance costs

° Forecast increase in rate revenue from new developments and
capital improvements to existing properties.

At present, the Draft ABP&B includes an operating surplus of $2.4M,
equating to an operating surplus ratio of 4.5% for 2022-23. This is below
the target of 5% primarily due to the funding of $250K for the Local
Government Elections later this calendar year.

Council proposes that no additional external borrowings will be required to
deliver all proposed projects and maintain current service levels from
existing financial resources. The net financial liabilities ratio is forecast to
be 31% which is within the target of less than 80%.

Proposed Capital Renewals $8.7M gross ($8.4M net) are in line with the
Asset Management Plans, with an Asset Renewal Funding Ratio of 101%.

The Draft 2022-23 Annual Business Plan and Budget for community
consultation meets the legislative requirements.

Community Consultation

Section 123(4) of the Act prescribes the minimum level of consultation that
a council must undertake in conjunction with the Draft Annual Business
Plan.

Community consultation on the Draft Annual Business Plan commenced
on 29 April and will conclude on 20 May 2022.
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Four public information sessions have been scheduled as detailed further
in the report. Feedback has also been sought from the Living Young
Reference Group (LYRG) and Active Ageing Alliance (AAA) in a joint
meeting.

Council is receiving submissions via Council’'s website (through Your Say
Unley) or written submissions to PO Box 1, Unley 5061. All submissions
will be accepted up until the close of business on Friday 20 May 2022.

Feedback from Community Consultation will be presented to Council at a
workshop, scheduled for Monday 31 May 2022.

The 2022-23 Annual Business Plan and declaration of rates will be
presented to Council for adoption at its June 2022 meeting.

RECOMMENDATION

That:

1. The report be received.

2.  The Draft 2022-23 Annual Business Plan and Budget, approved for
Consultation purposes and as set out in Attachment 1 to this report
(Item 2.1, Audit Committee Meeting 17/05/2022) be noted.

3. Comments received from the Audit Committee relating to the Draft
2022-23 Annual Business Plan and Budget be presented to Council
for consideration at the Budget Workshop to be held prior to the
adoption of the Annual Business Plan and Budget in June.

RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.1 We have strong leadership and governance.

BACKGROUND

In order to provide guidance for the Administration, an Elected Member
Workshop was conducted on 21 March 2022 where Members considered:

o the financial targets for the draft Long Term Financial Plan
o the draft budget financial position

o proposed project bids for Operating Projects and New Capital
Projects

o the proposed Capital Renewal Program.
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This Workshop followed a resolution of Council at its January 2022
meeting to prepare the draft budget on a proposed rates increase of no
greater than 1% above CPI, and input from the Audit Committee on the
financial targets and key assumption for the Draft 2022-2031 Long Term
Financial Plan.

DISCUSSION

Legislative Compliance

Section 123(3) of the Local Government Act 1999 (the Act) requires
councils to prepare a Draft Annual Business Plan and Budget for
community consultation prior to formal adoption (Attachment 1).

Attachment 1

The Annual Business Plan and Budget must be adopted after 31 May and
prior to 31 August each year.

The Draft 2022-23 Annual Business Plan meets all legislative
requirements of the Act.

Community Consultation

The Draft 2022-23 Annual Business Plan and Budget was approved by
Council at its meeting held on 26 April 2022 for the purposes of community
consultation.

Community consultation on the Draft ABP&B commenced on 29 April and
will conclude on 20 May 2022.

The methodology for engagement is listed below:
o A public notice in The Advertiser.
o Online consultation on Your Say Unley.

o Notification on Council's website and social media channels with
appropriate links to the Draft Annual Business Plan and Your Say Unley.

The following information sessions have been scheduled:

o Thursday 5 May, City of Unley Council Chambers, 3-4pm.

o Tuesday 10 May, Online Meeting, 5-6pm.

o Thursday 12 May, Fullarton Park Community Centre, 10-11am.
o Thursday 12 May, City of Unley Council Chambers, 6-7pm.

Feedback has also been sought from the Living Young Reference Group

(LYRG) and Active Ageing Alliance (AAA) in a joint meeting scheduled for
Wednesday 11 May at the City of Unley Council Chambers from 5-6pm.
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Council is receiving submissions via Council’'s website (through Your Say
Unley) or written submissions to PO Box 1, Unley 5061. All submissions
will be accepted up until the close of business on Friday 20 May 2022.

Feedback from Community Consultation will be presented to a Council
Workshop scheduled for Monday 31 May 2022.

The 2022-23 Annual Business Plan and declaration of rates will be
presented to Council for adoption at its June 2022 meeting.

Proposed Rates

General Rates

The preliminary draft budget was prepared based on the assumption that
General Rates would increase in line with Adelaide CPI for the March
Quarter. For the purposes of the Draft ABP&B, CPIl had been assumed to
be 3.0%, noting Adelaide CPI for the March Quarter was only confirmed
on 27 April after Council’s consideration of the Draft ABP&B.

Therefore, the General Rate increase was expected to be in the order of
3.0%.

The total General Rate Revenue presented in the Draft ABP&B represents
an increase of 3.5%, based on:

. The 3.0% increase in rates for existing properties; and

o An estimated 0.5% increase in rate revenue from new developments
and capital improvement to existing properties.

Since the approval of the Draft ABP&B for consultation, the Australian
Bureau of Statistics has advised Adelaide CPI for the March Quarter 2022
was 4.7%. This increase of 1.7% means that the forecast expenditure to
be incurred and forecast income required to deliver the services provided
by Council is too low.

As part of community consultation, Adminstration will explain this disparity
even though there may be no impact on the Operating Surplus Ratio of
4.5%.

Further to this explanation the community will be asked:

1. If they support an average increase in general rates in line with
Adelaide CPI; and

2. If not, what services do they suggest being decreased and/ or
projects be removed or postponed?
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Separate Rates

Council proposes to continue to raise a separate rate for the purposes of
promoting the businesses and traders along major shopping strips.
Council collects the separate rate and passes the funds collected onto the
individual Trader Associations. The funds can be used for marketing,
street beautification and minor value-added infrastructure.

For the 2022-23 Budget, Council considered the requests from the four
associations. The association for Unley Road has requested an increase
of 4%, while the Draft ABP&B proposes an increase of 3%. The other
three associations for King William Road, Goodwood Road and Fullarton
Road have requested no increase for 2022-23.

Main Street Separate SEIEEiEE] AEEEECE Proposed
- by the Separate
Trader Rate raised e Increase
Associations 2021-22 ESSECIICTE S (Decrease)
2022-23 2022-23
Unley Road $113,395 $117,940 $113,395 $3,402
King William Road| $150,350 $150,350 $150,350 Nil
Goodwood Road $57,225 $57,225 $57,225 Nil
Fullarton Road $13,750 $13,750 $13,750 Nil

In 2016-17, Council also adopted a recommendation from Unley Business
& Economic Development Committee (UBED) to cap the amount that any
separate ratepayer pays at $2,000. It is proposed that this is retained for
2022-23.

As part of the consultation process each Association may submit for
Council's consideration an increase higher that what is proposed due CPI
now at 4.7%.

Regional Landscape Levy

(Formerly the Natural Resource Management Levy)

From 1 July 2020 the new Landscape South Australia Act 2019 (Landscape
Act) replaced the Natural Resources Management Act (NRM) 2004 as the
new framework for managing the states land, water, pest animals and plants
and biodiversity.

The new Landscape Act creates nine landscape management regions,
with the old NRM boards being replaced by eight new regional landscape
boards and a metropolitan landscape board, namely Green Adelaide.

Council will continue to contribute to the Board and reimburse itself
through the levy of a separate rate.
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The Green Adelaide Board has advised the collection amount for 2022-23
is $1.46M. Council does not retain this revenue, nor determine how the
revenue is spent.

Council will not require any additional external borrowings and will deliver
all proposed projects and maintain current service levels from existing
financial resources.

Proposed Projects

The Draft ABP&B allows for the following:

. Proposed net Operating Projects of $1.25M
o Proposed net New Capital of $1.7M

o Proposed net Capital Renewal of $8.4M

Further review of these proposals will occur between now and June 2022
and will include consideration of the community consultation feedback,
before the Budget is finalised for adoption.

Operating Projects

Council has identified proposed Operating Projects that amount to a net
$1.25M. Key Projects for 2022-23 include:

o Over $500K of Environmental Initiatives including:
- The expansion of tree canopy on Public Land $150K.

- The Living with Trees program $77K and Shaping Unley - Trees
on Private Land initiative $25K to support the planting and
retention of trees on private land.

- Grant funding to support the Greening of City Verges $60K.

- Delivery of Water Wells to facilitate the capture of stormwater
run-off to water trees $45K.

- Assist Plastics Free SA in rolling out the Plastic Free Places
Program $5K.

o Delivery of an annual calendar of events $200K including:
- Spring Fling Festival.
- Santos Tour Down Under Stage Start.
- Ignite Unley - Outdoor Cinema.
- Creative/Busking Activations.
o The establishment of an Economic Advisory Committee $20K.
. Trader Event Sponsorship Grants $40K.
o Stage 2 in developing a City Wide Parking Strategy $35K.
o Continuation of Council’s Active Ageing Initiatives $20K.

o Cultural Mapping and development of a Reconciliation Action Plan
$30K as part of Council’s Cultural Plan 2021-2026.

o A proposed increase in the Community Grants Program of $21K,
noting Council will review its inclusion at the next workshop.
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New Capital

The proposed New Capital Projects total $1.7M. Key projects include:

Council’s contribution to the continuation of the Brown Hill Keswick
Creek project $515K.

Continuing the implementation of Council’s Cycling and Walking Plan
$145K including:

- Improvements to the Leaders Street Secondary On-Road
Bicycle Route.

- Intersection improvements to the George and Young Street
intersection.

- Design of the fifth stage of the Wood-Weller Bikeway between
Mitchell Street and Cross Road.

Installation of additional end-of-trip facilities.

Implementation of Year 2 of the Council’s Climate and Energy Plan
$80K (inclusive of EV vehicle), including incentives for not-for-profit
tenants of Council owned buildings to improve energy efficiency, the
installation of solar panels for the Goodwood Community Centre and
Library, and trial of an EV vehicle.

Drainage upgrades $300K to Wattle Street from Seaview Avenue to
Milton Avenue, and Wilson Avenue Black Forest.

Detailed design of the Edmund Avenue Cottages Museum Upgrade
(78 & 80 Edmund Avenue) following the completion of a feasibility
study $180K.

Capital Renewal Program

The proposed Capital Renewal Program of $8.4M (net) has been based on
current asset information and asset management plans. Key items include:

Transport Infrastructure $4.1M including:

- Road renewal $1.25M.

- Kerb & Water Table $2.0M.

- Footpaths $500K.

Drainage and Stormwater $500K.

Reserves and Open Space $770K.

Property (including Buildings and the Swimming Centre) $858K.
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The Draft 2022-23 Annual Business Plan (Plan)

The Plan has been developed using the Long-Term Financial Plan as a
guide, with the aim of achieving the adopted financial targets.

Draft

Financial Indicator Council Adopted Target 2022-23

Budget
Operating Surplus Ratio 0 ;
(excluding equity accounted 5 % or greater of total operating 4.5%
businesses) Income
Net Financial Liabilities Less than 80% of total 319
Ratio operating income °

L . 100% or greater of
ﬁjlﬁztﬁ‘;g’;a;gggégy Ratio | recommended spend in the 101%
Asset Management Plans

Council will maintain its current level of service provision, raise sufficient
income to cover its operating expenses, and contribute to the repayment
of its debt. As such, the impact of this Draft Plan does not compromise
Council’s long-term financial sustainability.

Influences on the Plan

The general influences that impact on revenue and expenditure in
developing the Plan include:

o Local Government Price Index increases on relevant goods and
services. In recent years this has tracked close to CPI, although the
forecast increase in 2022-23 is 4.0%.

o Provision for Enterprise Bargaining Agreements which, for most staff,
determine conditions of employment and provide for annual salary
and wages increases.

o Maintaining asset management (renewal) expenditure in-line with
Council’s recently endorsed Asset Management Plans.

. Additional maintenance costs due to increased capital works, and the
construction of new assets over recent years.

o Initiatives arising from Council’s Climate and Energy Plan, Tree
Strategy and Economic Development Growth Strategy.

o Provision of the collection of the Regional Landscape Levy $1.46M.

Council has continued its review of service sustainability to minimise the
burden on ratepayers. Council recognises the increasing challenges in
delivering services at a local level while ratepayers are increasingly
reluctant to see their property rates increase.
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What the Plan includes

The Plan contains the following information:
o A summary of the services provided by Council.

o Details of the proposed Operating and New Capital Projects, and
their alignment to Council’s 4 Year Delivery Plan.

o Details of the proposed Capital Renewal Program for 2022-23.
. The funding requirements for the proposed Business Plan and

Budget.

o An explanation of Council’s rating structure and the proposed rates
for 2022-23.

o Information regarding Council’s Long Term Financial Plan.

o Analysis of the financial ratios for the 2022-23 Budget.

In summary, the budget forecasts that the activities to be undertaken in
2022-23 can be fully financed from Council’s existing resources without
the need to borrow funds from external sources. The operating surplus
ratio may be marginally under the 5% target is does include $250K for
election costs. After considering principal repayments and daily
management of Council’s short-term financing facilities, it is estimated that
Council’s borrowings will reduce to $11.1M as at 30 June 2023.

A copy of the Draft 2022-23 Annual Business Plan and Budget is provided
as Attachment 1.

ANALYSIS OF OPTIONS

Option 1 —

1.  The report be received.

2. The Draft 2022-23 Annual Business Plan and Budget, approved for
Consultation purposes and as set out in Attachment 1 to this report
(Item 2.1, Audit Committee Meeting 17/05/2022) be noted.

3. Comments received from the Audit Committee relating to the Draft
2022-23 Annual Business Plan and Budget be presented to Council
for consideration at the Budget Workshop to be held prior to the
adoption of the Annual Business Plan and Budget in June.

The Audit Committee provides valuable input to the Council in its strategic
financial planning processes. The review of the Draft Annual Business
Plan and Budget by the Committee at this time will provide an opportunity
for the Council to consider feedback before adoption.

RECOMMENDED OPTION

Option 1 is the recommended option.
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POLICY IMPLICATIONS

The Draft 2022-23 Annual Business Plan and Budget has been developed
in the context of the Council’s suite of strategic management plans that
include the following:

o Community Plan 2033

o 4 Year Delivery Plan 2021-2025

o Long Term Financial Plan

o Council’'s Asset Management Plans

In addition, the Annual Business Plan and Budget, and the Council’s Long
Term Financial Plan considers the cost of implementation of strategies and
plans reviewed and endorsed by Council.

8.1 Financial/Budget
o The Annual Business Plan and Budget will be the budget for the
2022-23 financial year upon adoption by Council in June 2022.

o The Draft Annual Business Plan and Budget incorporates analysis of
Council’'s financial ratios and an update 2022-2031 Long Term
Financial Plan position.

o Council will raise sufficient income to cover its operating expenses
and contribute to the repayment of its debt. As such, the impact of
this Draft Plan does not compromise Council’s long-term financial
sustainability.

o The Operating Surplus Ratio Target of 5% is not met. However, the
Council will monitor the budget throughout the year to see if savings
can be achieved.

o The Net Financial Liabilities is well within the target of less than 80%.

o Current assets are maintained at 101% Asset Renewal Funding
Ratio.

8.2 Legislative/Risk Management

o Section 123(3) of the Local Government Act 1999 requires councils
to prepare a Draft Annual Business Plan and Budget.

o The Draft 2022-23 Annual Business Plan meets all legislative
requirements of the Local Government Act 1999 and Local
Government (Financial Management) Regulations 2011.

8.3 Stakeholder Engagement

o Community consultation on the Draft Annual Business Plan will occur
between 29 April and 20 May 2022.

o Feedback from Community Consultation will be presented to a
Council Workshop, scheduled for Monday 31 May 2022, prior to
adoption of the Business Plan and Budget in June.
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9. REPORT CONSULTATION

The Draft 2022-23 Annual Business Plan and Budget has been developed
in conjunction with Business Unit Managers and their respective divisional
General Managers.

An Elected Member workshop has been held as part of the Annual
Business Plan and Budget development process. A further workshop is
proposed, following community consultation, and is scheduled for 31 May
2022.

10. REPORT AUTHORISERS

Name Title

Nicola Tinning General Manager, Business Support & Improvement
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Item 2.1 - Attachment 1 - Draft 2022-23 Annual Business Plan & Budget
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INFORMATION REPORT

REPORT TITLE: EXTERNAL AUDIT - INTERIM AUDIT
FINDINGS & AGREED ACTIONS
APRIL 2022
ITEM NUMBER: 2.2
DATE OF MEETING: 17 MAY 2022
AUTHOR: ALEX BROWN
JOB TITLE: MANAGER FINANCE AND PROCUREMENT
ATTACHMENTS: 1. 2021-22 INTERIM MANAGEMENT
LETTER - INTERNAL FINANCIAL
CONTROLS

1. EXECUTIVE SUMMARY

Council must ensure that appropriate policies, practices, and procedures
of internal control are maintained in order to assist the Council to carry out
its activities in an effective and efficient manner.

The internal controls are subject to an annual audit and any opportunities
for improvement are brought to the attention of Council, the Audit
Committee and management through the auditors Audit Completion
Report. The Audit report identifies any internal control deficiencies, or
findings, and offers recommendations for improvement.

The Council’s External Auditors Galpins conducted an Interim Audit from
15-17 March 2022, as part of the 2021-22 External Audit, which included a
review of 100 internal financial controls.

This report serves to inform the Audit Committee on the findings and
recommended actions from the review of the internal financial controls,
and Administration’s response to the recommendations.

Galpins reported that overall, the Council demonstrated a high level of
compliance with the internal control framework consistent with the
principles within the Better Practice Model. Of the 100 internal controls
reviewed,

4 internal controls were identified as requiring improvement: 3 moderate
and 1 low risk.

Administration has completed 1 of the recommended actions (moderate
risk). The other 3 findings (2 moderate and 1 low risk) are already in
progress, with 1 (low risk) to be completed within the next few months.

A progress report on the implementation of Administration’s response will
be presented to the Audit Committee in December 2022.

Page 87 of Audit Committee Meeting Agenda 17 May 2022



RECOMMENDATION

That:

1. The report be received.

RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.3 Our business systems are effective and transparent.

BACKGROUND

In accordance with section 125 of the Local Government Act 1999 (the
Act), Council must ensure that appropriate policies, practices, and
procedures of internal control are implemented and maintained in order to
assist the Council to carry out its activities in an efficient and orderly
manner to achieve its objectives, to ensure adherence to management
policies, to safeguard assets and to secure the accuracy and reliability of
council records.

The Audit Committee has a responsibility under the Act and its Terms of
Reference to review the adequacy of the accounting, financial internal
controls, reporting and other financial management systems and practices
of the council on a regular basis.

As part of Council’'s 2021-22 audit, the external auditors, Galpins, have
undertaken an assessment of 100 internal financial controls and provided
its findings in its 2021-22 Interim Management Letter which is included in
Attachment 1.

Attachment 1

DISCUSSION

Galpins, the External Auditors, have reported in their 2021-22 Interim
Management Letter (Attachment 1) that overall, the Council demonstrated
a high level of compliance with the internal control framework consistent
with the principles within the Better Practice Model.

It was found that most of key internal controls reviewed were operating
effectively. In all, 100 core controls were reviewed, 96 controls were
operating effectively, and 4 controls were identified where improvements
could be made to further enhance their effectiveness. This is an
improvement from the last two interim audits.

In 2019-20, 17 internal controls were identified as requiring improvement
and in 2020-21, 8 were identified as requiring improvement.
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The

less effective controls have been risk rated and assessed as

moderate or low risk. A summary of the results of the review is provided in
the

Business cycles

Controls
Reviewed

table

Operating Effectively

below:
2022 Findings

2022 2021 ‘ 2020 ‘ 2019 H ™ BP

Purchasing &

Procurement/Contracting 10 9 8 6 3
Fixed Assets 16 15 15 14 13 |
General Ledger 11 10 9 9 9 |
Accounts Payable 13 13 12 10 10 |
Credit Cards 5 4 3 5 5 |
Rates / Rates Rebates 10 10 10 8 8 |
Payroll 19 19 19 16 15 |
Receipting 5 5 5 4 4 |
Banking |
Debtors

3

The Interim Management Letter (Attachment 1) includes a schedule of the
detailed audit findings classified by the Business Cycle. The schedule
provides for each finding:

the business cycle risk,

the associated control for the risk,

the audit finding,

the audit recommendation, and

management’s response to the finding.

Of the 4 internal controls identified as requiring improvement, 3 related to
ongoing improvements identified and agreed last year. These 3 actions
were already in progress as advised in the External Audit — Agreed Action
Status Report, item 2.3 of the Audit Committee Agenda for the Meeting on
15 March 2022. A summary and progress to date are provided in the
tables

Business cycles

Purchasing & Procurement/
Contracting (Moderate risk)

Findings

Fixed Assets (Moderate risk)

General Ledger (Moderate risk)

Credit Cards (Low risk)

D NN

Not
Started

below:
2022 Findings

Work in
Progress

Completed

1
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Finding Finding Management Action
No.
211 Purchasing & Procurement: | In progress:
Instances of payments without | e As previously advised procurement refresher
a purchase order / purchase training was delivered to Council employees
orders issued after the date of by LGA Procurement in June 2021, with
the invoice further training planned during second half of
2022. This has been supported by continuing
the education on the requirement and
purpose of issuing purchase orders, and
development of systems to monitoring
compliance across the organisation.
¢ A new advancing sourcing module has been
purchased, with  planning  presently
underway for the implementation of the
module. This will provide a step-by-step,
gated approval process for the preparation,
issuing and selection of suppliers through
request for quotes and request for tenders.
o LGA Procurement has established a labour
hire panel which went live at the end of April
2022. The City of Unley will use this panel
unless there are instances were special skills
and expertise are not available through the
panel, in which case dispensation will be sort
from the relevant Manager and approved by
a General Manager or Manager People and
Culture.
221 Fixed Assets: In progress:
Assets included in Technology | As previously advised, the matching of assets in
One are not linked and/or | the Asset Management System to the GIS
reconciled to the GIS system System has been and will continue to be an
ongoing project until the current asset
revaluation cycle is completed, presently due
for completion in 2025-26.
2.31 General Ledger: Completed:
Finance modules in TechOne | The review and testing of the new system
with  potentially  excessive | administration  structure = was  completed
number of user IDs allocated | following the Interim Audit and implemented in
to them April 2022.
241 Credit Cards: In progress:
Corporate  Purchase card | An internal audit of credit cards formed part of
policy is overdue for review the 2021-22 Internal Audit Plan. This internal
audit will be completed in the next few months.
The policy will be reviewed and updated after
the recommendations from the internal audit
have been received and considered.
REPORT AUTHORISERS
Name Title

Nicola Tinning

General Manager, Business Support & Improvement
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Item 2.2 - Attachment 1 - 2021-22 Interim Management Letter - Internal Financial Controls
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Iltem 2.2 - Attachment 1 - 2021-22 Interim Management Letter - Internal Financial Controls

R2 There is a process to ensure employees are made inactive in payroll records upon temination Core

Financial Controls Review — The City of Unley
Interim management letter 2022

Page 112 of Audit Committee Meeting Agenda 17 May 2022



Item 2.2 - Attachment 1 - 2021-22 Interim Management Letter - Internal Financial Controls

Page 113 of Audit Committee Meeting Agenda 17 May 2022



Item 2.2 - Attachment 1 - 2021-22 Interim Management Letter - Internal Financial Controls

Page 114 of Audit Committee Meeting Agenda 17 May 2022



Item 2.2 - Attachment 1 - 2021-22 Interim Management Letter - Internal Financial Controls

Page 115 of Audit Committee Meeting Agenda 17 May 2022



INFORMATION REPORT

REPORT TITLE: INTERNAL FINANCIAL CONTROLS - SELF
ASSESSMENT - 2021-2022
ITEM NUMBER: 2.3
DATE OF MEETING: 17 MAY 2022
AUTHOR: LIDA CATALDI
JOB TITLE: PRINCIPAL RISK MANAGEMENT OFFICER
ATTACHMENTS: 1. INTERNAL FINANCIAL CONTROLS -
SUMMARY GRAPH
2. INTERNAL FINANCIAL CONTROLS -
TREATMENT PLANS

EXECUTIVE SUMMARY

This report presents the results of the Internal Financial Controls self-
assessment.

141 Internal Financial Controls were selected to form the 2021-22
self-assessment process. The 141 controls selected cover the following
categories:

o Strategic Financial Planning
o Revenue

o Liabilities

o Financial Governance

o External Services

. Expenses

o Assets

This self-assessment identified 14 controls that required treatment plans to
further enhance the control effectiveness. The treatment plans have been
developed and will be monitored with progress reported to the Audit
Committee at its first meeting in 2023.

RECOMMENDATION

That:

1. The report be received.
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RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.1 We have strong leadership and governance
4.3 Our business systems are effective and transparent.

BACKGROUND

The Better Practice Model — Internal Financial Controls (BPM) is a
framework that identifies financial risks and controls for local government
Councils in South Australia. The BPM requires Council’s to conduct a self-
assessment of controls identified via a risk-based approach.

The BPM comprises of 7 risk categories with a total of 260 individual
controls across the following risk categories and business processes:

Risk Category

Strategic Financial Budgets

Planning General Ledger
Statutory Reporting
Management Reporting

Cash Floats and Petty Cash

Banking

Investments

Debtors

Inventory

Prepayments

Fixed Assets

Project Costing

Loans/Grants to Clubs/Community Groups

Accounts Payable
Accrued Expenses
Borrowings
Employee Provisions
Taxation

Rates/Rate Rebates

Grants

User Pay Income — Fee for Services
Investment/Interest Income
Receipting

Other Revenue

Assets

Liabilities

Revenue

Expenses Purchasing & Procurement
Payroll

Elected Members’ Expenses
Credit Cards

Employee Reimbursements

Other Expenses
External Services e Contracting

Financial Governance e Governance
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External Audit will provide an audit opinion on the effectiveness of the
internal financial controls. The External Audit Interim Report (Item 2.2) will
be presented to the Audit Committee at this meeting. The External Audit
Interim Report included a review of 100 controls and 4 were identified are
requiring improvement. (3 medium and 1 low risk)

The following factors that were taken into consideration when determining
which controls would from part of the self-assessment process:

° Previous controls that were selected for the internal financial controls
self-assessment process

o Process improvement programs and agreed actions resulting from
the external audit report from the previous year; and

° Current risk and control environment within Finance and
Procurement Team.

A total of 141 controls were selected for the self-assessment process,
which covered 25 of the 32 sub-categories — this selection was conducted
in partnership with Manager Finance and Procurement.

Each control was assessed by the relevant officer and reviewed by their
next level supervisor, team leader or manager.

The Better Practice Model defines the control effectiveness ratings, and
these were utilised during the self-assessment process:

Definitions of Control Effectiveness Ratings

During the period, the control has not been implemented
1. Ineffective as described. Urgent management action is required to
implement the described control processes.

During the period, the control has been implemented as
described, but with significant deficiencies in the
consistency or effectiveness of implementation. Significant
management action required to implement processes to
improve the effectiveness of the control.

2. Requires significant
improvement

During the period, the control has been implemented as
3. Partially effective described, but with some deficiencies in the consistency
and/or effectiveness in which it has been applied.

During the period, the control has been implemented as
described and in the majority of cases has been
4. Majority effective consistently and/or effectively applied. There is potential
to enhance the effectiveness of the control, but only with
minor adjustments.

During the period, the control as described has been fully
5. Effective implemented and has in all cases has been consistently
and/or effectively applied.
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5. DISCUSSION

141 Internal Financial Controls were selected to form the 2021-22 self-
assessment process covering the following categories:

Number Number
Category Sub-Category Controls Treatment
Assessed Plans

Strategic Financial Budgets 7

Planning
General Ledger
Management Reporting
Revenue Other Revenue
Rates / Rate Rebates
User Pay Income
Liabilities Accounts Payable
Accrued Expenses
Borrowings
Employee Provisions

WN =010,
=N

N
(&)
N

Financial
Governance
External Services Contracting
Expenses Credit Cards
Employee Reimbursements
Other Expenses
Payroll
Purchasing and Procurement
Assets Banking
Cash Floats and Petty Cash
Debtors
Fixed Assets
Inventory
Loans / Grants to Clubs /
Community Groups
Prepayments
Project Costing

Governance

—_— —_—
oW Wsas 2NN W O~
=N

AN N

The average assessor’s effectiveness rating of the controls was 4.34 and
this is in line with the reviewer's average rating of 4.50 as shown in
Attachment 1.

Attachment 1

Out of the 141 internal financial controls selected, 14 controls were
identified to require a treatment plan because they received a control
effectiveness rating of ‘partially effective’ of 3 or below by the reviewer.

A copy of the 14 treatment plans is provided in Attachment 2 to this report.
Attachment 2

The implementation of the treatment plans will be monitored with progress
reported to the Audit Committee at its first meeting in 2023.
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REPORT AUTHORISERS

Name Title
Alex Brown Manager, Finance and Procurement
Nicola Tinning General Manger, Business Support and Improvement
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Item 2.3 - Attachment 1 - Internal Financial Controls - Summary Graph
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ltem 2.3 - Attachment 2 - Internal Financial Controls - Treatment Plans
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INFORMATION REPORT

REPORT TITLE:

ITEM NUMBER:
DATE OF MEETING:
AUTHOR:

JOB TITLE:
ATTACHMENTS:

PROGRESS REPORT ON INTERNAL AUDIT
ACTIONS AS AT MAY 2022

2.4

17 MAY 2022

ALEX BROWN

MANAGER FINANCE AND PROCUREMENT
1. INTERNAL AUDIT AGREED ACTIONS

REPORT

EXECUTIVE SUMMARY

As part of the 2021-22 Internal Audit Plan, internal audits were completed
on Petty Cash and Cash Handling. Both reports were presented to the
Audit Committee in December 2021 and February 2022 respectively.

At the time of presenting the reports, management committed to providing
an update on the progress of the agreed management actions twice a year
to the Audit Committee.

This report serves to provide an update on the progress of the agreed
management actions arising from the internal audit findings and
improvement recommendations.

Since the completion of the internal audits, Administration have completed
18 of the 32 actions.

RECOMMENDATION

That:

1. The report be received.

RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.3 Our business systems are effective and transparent.
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BACKGROUND

The 2021-22 Internal Audit Plan included the following 2 internal audits
which were completed, and their findings and recommendations presented
to the Committee:

o Petty Cash, and
o Cash Handling.

This report serves to provide an update on the progress of the actions.

DISCUSSION

The Petty Cash Internal Audit Report identified five risk findings and two
observations.  Administration committed to undertake 14 actions to
address the risk findings and observations, 10 of these actions have been
completed.

The Cash Handling Internal Audit Report identified five risk findings, two
observations and one business improvement opportunity. Administration
committed to undertake 18 actions to address the risk findings,
observations, and business improvement opportunity, 8 of these actions
have been completed.

A detailed schedule of internal audit findings, the agreed actions and
status can be found in Attachment 1.

Attachment 1

A progress update will be provided to the Audit Committee twice a year,
with agreed management actions arising from new internal audits added
as they internal audits are completed.

REPORT AUTHORISERS
Name Title
Nicola Tinning General Manager, Business Support & Improvement
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INFORMATION REPORT

REPORT TITLE: STRATEGIC RISK REGISTER REVIEW -
APRIL 2022

ITEM NUMBER: 2.5

DATE OF MEETING: 17 MAY 2022

AUTHOR: LIDA CATALDI

JOB TITLE: PRINCIPAL RISK MANAGEMENT OFFICER

ATTACHMENTS: 1.  STRATEGIC RISK REVIEW

1.  EXECUTIVE SUMMARY

The Executive Management Team (EMT) reviews the Strategic Risk
Register on a quarterly basis, which includes the monitoring of the
progress of treatment plans implemented to manage each risk. The most
recent review was conducted on 12 April 2022, and the revised document
is now provided to the Audit Committee for information.

2. RECOMMENDATION

That:

1. The report be received.

3. RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.1 We have strong leadership and governance.
4.3 Our business systems are effective and transparent

4. BACKGROUND

The Executive Management Team (EMT) reviewed the Strategic Risk
Register on 12 April 2022. During this review, EMT updated the status of
the treatment plans and revised timeframes where necessary. The
completed treatment plans were entered into the ‘existing controls’ section
where appropriate.
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DISCUSSION

The review undertaken by the EMT for each Strategic Risk includes:

Review of format and removal of the heading under Treatment Plans
which refers to ‘EMT Focus Areas or CEO KPIs'.

Review of the Treatment Plan wording where necessary to reflect an
action.

Review of the target completion dates for actions noted under the
Treatment Plans

Completed treatment plans were moved to the ‘Existing Controls’
section;

The ‘Emerging Risk’ noted in the February review relating to “The
potential for delay in the delivery of projects by contractors and
consultants due to various constraints regarding capacity and
shortage of materials” has been added under Strategic Risk 2 —
Inability to meet the needs of the community; and

Discussion relating to any new ‘Emerging Risks’ was undertaken,
and no emerging risks were noted.

The review process identified that the existing identified strategic risks
remain relevant, and actions intended to further mitigate risks are
progressing.

A full copy of the current Strategic Risk Register is provided as Attachment 1.

Attachment 1

REPORT AUTHORISERS

Name Title

Alex Brown Manager Finance and Procurement

Nicola Tinning General Manager, Business Support & Improvement
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Iltem 2.5 - Attachment 1 - Strategic Risk Review
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INFORMATION REPORT

REPORT TITLE: OPERATIONAL RISK REGISTER UPDATE -
HIGH AND EXTREME RISKS - APRIL 2022

ITEM NUMBER: 2.6

DATE OF MEETING: 17 MAY 2022

AUTHOR: LIDA CATALDI

JOB TITLE: PRINCIPAL RISK MANAGEMENT OFFICER

ATTACHMENTS: 1.  OPERATIONAL RISK REGISTER - HIGH

AND EXTREME RISKS

1. EXECUTIVE SUMMARY

This report provides an update on the operational risks with a residual risk
of high or extreme. As a result of a recent review, only one risk has been
assessed with a residual rating as high. There are zero with an extreme

rating.

Residual Risk April 2022 February 2022
Extreme 0 0
High 1 4

Three risks relating to the potential impact of COVID-19 (with a previous
residual risk rate of high) have had their residual ratings reduced to
medium and low due to the ongoing lifting of restrictions.

A potential new emerging risk has been identified and placed on a ‘Watch
List. This relates to an increase in procurement lead times, increased
costs, and a reduction in tender responses for civil construction and
professional services. This predicament will be monitored and reassessed
for the next review due in September 2022.

2. RECOMMENDATION

That:

1.  The report be received.
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RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.1 We have strong leadership and governance.

BACKGROUND

The City of Unley’s Risk Management Policy and Framework provides for
the systematic identification, assessment, and management of risks
across the organisation.

The Operational Risk Register (ORR) considers risks at the service
delivery level (business unit). The full ORR is reported to the Audit
Committee annually, and operational risks with a residual risk of high or
extreme are presented to the Audit Committee at each meeting.

The ORR was presented at the February 2022 Audit Committee Meeting.

DISCUSSION

During the recent review in April only one risk remains with a high residual
risk rating.

Risk Rating Description
Business High Working from home
Systems & arrangements leading to potential
Solutions #7 increased exposure to cyber-

attacks — see related BS&S #2

The two Global Risks; “Widespread infection of COVID-19 within the City
of Unley workplace” and “Significant absenteeism arising from COVID-19”
which were identified during the previous review in response to SA
Health’s COVID-19 Roadmap and the Test, Trace, Isolate and Quarantine
(TTIQ) Plan have been reassessed from high to medium.

The assessment conducted by Council's Work, Health and Safety
Business Partner considered the following in making their determination:

o the reduction in the severity of the virus is most instances due to high
vaccinations rates,

o the reduction in isolation period for COVID positive cases,
o the easing of isolation requirements for close contacts, and

o the minimal impact COVID-19 has had on the City of Unley’s
business continuity in recent months.

Page 160 of Audit Committee Meeting Agenda 17 May 2022



Risk # Risk Rating Description ‘

Global Risk 1 Medium Widespread infection of COVID-
19 within the City of Unley
workplace

Global Risk 3 Medium Significant absenteeism arising
from COVID-19.

The remaining risk — “Pandemic (Covid-19) — leading to impact on revenue
Streams” has been reassessed from high to low.

The assessment conducted by Counci’'s Manager Finance and
Procurement considered the following when making their determination:

o the lifting of restrictions reducing the operating restrictions and
financial pressures on businesses and ratepayers within the City of
Unley, and

o the minimal impact COVID-19 has had on the City of Unley’s revenue
streams this financial year.

Risk Rating Description
Finance and Low Pandemic (Covid-19) — leading to
Procurement #6 impact on revenue streams.

Details relating to these assessments can be found in Attachment 1.
Attachment 1

The three risks that no longer have a high residual risk rating will be
incorporated into the full ORR. A detailed review of the ORR and will
occur in the second half of this calendar year.

Watch List Risk

A potential new emerging risk has been identified relating to the
procurement of services. Specifically, procurement lead times, increased
costs of services, and a reduction in tender responses for civil construction
and professional services in some instances. This predicament will be
monitored and reassessed for the next review due in September 2022.

Operational risks with a residual risk of high or extreme will be presented
to the Audit Committee in October 2022.

REPORT AUTHORISERS

Name Title

Alex Brown Manager Finance and Procurement

Nicola Tinning General Manager, Business Support & Improvement
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Item 2.6 - Attachment 1 - Operational Risk Register - High and Extreme Risks
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Item 2.6 - Attachment 1 - Operational Risk Register - High and Extreme Risks
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Item 2.6 - Attachment 1 - Operational Risk Register - High and Extreme Risks
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Item 2.6 - Attachment 1 - Operational Risk Register - High and Extreme Risks
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Item 2.6 - Attachment 1 - Operational Risk Register - High and Extreme Risks
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Item 2.6 - Attachment 1 - Operational Risk Register - High and Extreme Risks
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Iltem 2.6 - Attachment 1 - Operational Risk Register - High and Extreme Risks
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Iltem 2.6 - Attachment 1 - Operational Risk Register - High and Extreme Risks
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DECISION REPORT

REPORT TITLE: PROPOSED INTERNAL AUDIT PLAN 2022-
2023

ITEM NUMBER: 2.7

DATE OF MEETING: 17 MAY 2022

AUTHOR: LIDA CATALDI

JOB TITLE: PRINCIPAL RISK MANAGEMENT OFFICER

ATTACHMENTS: 1.  PROPOSED 2022-23 INTERNAL AUDIT

PLAN

1. EXECUTIVE SUMMARY

The proposed Internal Audit Plan has been developed for the 2022-23
financial year to identify and address current risks within work processes,
procedures, and practices. It will also provide an opportunity to enable
improvements within the control environment.

Its development has considered current structure, resources (and any
changes to both) along with current and planned process improvement
projects.

The individual internal audit projects will be conducted by internal and/or
external resources. The Principal Risk Management Officer will manage
and monitor the delivery of the entire plan.

A status update on the progress of internal audit projects will be provided
to Audit Committee before the end of the calendar year.

2. RECOMMENDATION

That:

1. The report be received.

2. The Internal Audit Plan as set out in Attachment 1 to this report (ltem
XX, Audit Committee Meeting, 17/05/2022) be endorsed.

3. RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.1 We have strong leadership and governance
4.3 Our business systems are effective and transparent.
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BACKGROUND

The proposed Internal Audit Plan has been established having regard to
the Strategic Risk Register, Operational Risk Register, the current internal
controls environment, and taking into consideration structure and
resourcing (any planned or recent changes) within the organisation. The
Internal Audit Plan seeks to provide a greater level of confidence with
internal control practices and procedures for the areas included within the
Internal Audit Plan.

The Internal Audit Plan 2021-22 is not complete. There are two remaining
Internal Audit Projects, these are:
e Credit Cards

e  Procurement Sourcing — Off Contract Expenditure

The findings and recommendations of these will be presented to the Audit
Committee in August 2022.

DISCUSSION

The proposed Internal Audit Plan was developed following consultation
with the Manager Finance and Procurement and the General Manager
Business Support and Improvement, with consideration given to the
following:

. Current or planned process/system improvement projects

o Existing risks and the control environment

o Agreed Actions from the External Auditor’s control assessments

o Recent organisational change to reporting structures

o Known legislative change

o Identified as part of the internal financial controls self-assessments

Due to the existing level of internal resources, specialist skill that may be
required and current workload the delivery of the Internal Audit Plan will be
met by a mix of internal and external resources. The Principal Risk
Management Officer will however be the responsible of the delivery of the
Plan.

The draft Internal Audit Plan 2022-23 covers the following areas, and more
detail is provided in Attachment 1 to this Report:

o Leases
o Payroll
o Infringement & Expiations Review

o Contract Management
Attachment 1

The Internal Audit Plan will be monitored throughout the year, and
progress will be provided to Audit Committee at its meeting in December
2022.
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ANALYSIS OF OPTIONS

Option 1 —

1.  The report be received.

2. The Internal Audit Plan as set out in Attachment 1 to this report (Item
XX, Audit Committee, 17/05/2022) be endorsed.

The draft Internal Audit Plan has been developed to provide a greater level
of confidence in relation to internal control practices and procedures
relevant to the areas suggested.

Option 2 —

1.  The report be received

2. Subject to incorporation of the following amendments, the Internal
Audit Plan as set out in Attachment 1 to this report (Item XX, Audit
Committee, 17/05/2022) be endorsed.

2.1 Amendments to be determined the Audit Committee

22 Efc

The Audit Committee may wish to request amendments to the Internal
Audit Plan and include these in its recommendation to Council.

This Option provides the relevant wording to enable the Audit Committee
to articulate any changes required to the Internal Audit Plan, and to
recommend these be incorporated by Council at the time of adoption.

Should the Audit Committee wish to make amendments to the Internal
Audit Plan, consideration should be given to resourcing necessary to
deliver a modified Plan.

Option 3 —

1.  The report be received

2. The Internal Audit Plan as set out in Attachment 1 to this report (ltem
XX, Audit Committee, 17/05/2022) be further amended and returned
to the Audit Committee for review.

The Committee may consider that further work is required to the Internal
Audit Plan. This Option requests further development of the documents
and that they be returned to the Audit Committee at the next meeting.

The Audit Committee can under this option, communicate what
amendments it would like to be made.

RECOMMENDED OPTION

Option 1 is the recommended option.
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8. POLICY IMPLICATIONS

8.1 Financial/Budget
. Nil

8.2 Legislative/Risk Management
. Nil

9. REPORT CONSULTATION

The Internal Audit Plan has been developed in consultation with relevant
staff.

10. REPORT AUTHORISERS

Name Title
Alex Brown Manager Finance and Procurement
Nicola Tinning General Manager, Business Support & Improvement
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Item 2.7 - Attachment 1 - Proposed 2022-23 Internal Audit Plan
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