AGENDA

For the Audit Committee Meeting

To be held on the 27t March 2026

Notice of Meeting

The next Audit Committee Meeting for the Shire of Yalgoo will be held on Friday 27t
March 2026 in the Paynes Find Community Centre, Paynes Find commencing at
10.30 am.

lan Holland
CHIEF EXECUTIVE OFFICER
9th March 2026

Disclaimer:

The Shire of Yalgoo gives notice to members of the public that any decisions made at the meeting, can be revoked, pursuant to
the Local Government Act 1995. Therefore members of the public should not rely on any decisions until formal notification in
writing by Council has been received. Any plans or documents in agendas and minutes may be subject to copyright. The express
permission of the copyright owner must be obtained before copying any copyright material.
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Agenda — Audit Committee Meeting — Friday 27" March 2026

DECLARATION OF OPENING
The Shire President welcomed those in attendance and declared the meeting
open at.

ATTENDANCE/APOLOGIES/LEAVE OF ABSENCE

Shire President
Shire Deputy President
Councilors

Chief Executive Officer
Deputy CEO

Executive Assistant
Works Foreman

Observers

APOLOGIES

LEAVE OF ABSENCE

DISCLOSURE OF INTERESTS

Councilors and Officers are reminded of the requirements of s5.65 of the
Local Government Act 1995, to verbally disclose any interest during the
meeting before the matter is discussed or to provide in writing the nature of
the interest to the CEO before the meeting.



4.1
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CONFIRMATION OF MINUTES

MINUTES OF THE AUDIT COMMITTEE MEETING - 28" March 2025

RECOMMENDATION

That the minutes of Audit Committee Meeting held on the 28" March 2025 as
attached be confirmed as a true and correct record.
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5 BUSINESS AS NOTIFIED
5.1  Audit Management Letters for 2022/23 and 2023/24

Applicant: Shire of Yalgoo

Date: 23 March 2026

Reporting Officer: Glenn Boyes Deputy Chief Executive Officer
Disclosure of Interest: NIL

Attachments: 2022/23 Opinion and Management Letter

2023/24 Opinion and Management Letter

MATTER FOR CONSIDERATION
That Council give consideration to the Independent Auditors Report and
Management Letter for the years ended 30 June 2023 and 30 June 2024.

COMMENT
Council is required to examine the report of the Auditor and take appropriate action
in relation to the matters raised.

The list of findings for each audited year are attached and show multiple significant,
moderate and minor matters. Some of the findings are out of date as the Shire has
changed its processes and systems over the years. The 2025/26 audit should realign
the audit findings with the existing processes and systems.

The three qualifying points in the Independent Auditors Report, meaning the auditors
could not work out if the amounts were correct, in the two audits were:

e 2022/23 Road valuation not completed
e 2022/23 Bank reconciliation imbalance of $8,987
e 2022/23 Income held on Balance Sheet for flood damage

o 2023/24 Road valuation not completed
o 2023/24 Last year's bank figures out of balance by $8,987 (the bank
balance for 2022/23 are shown on the 2023/24 report)
e 2023/24 Income held on Balance Sheet for flood damage
STATUTORY ENVIRONMENT
7.12A.Duties of local government with respect to audits
(3) A local government must —

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

(@) 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.
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(4) A local government must—

(@) 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
governments’ official website.

BUSINESS IMPLICATIONS
Nil

CONSULTATION
Nil

VOTING REQUIREMENTS
ABSOLUTE MAJORITY

RECOMMENDATION

That the Audit Committee recommends to Council:

1) Receive the Independent Auditors Reports and Management Letters for the finan
cial years ended 30 June 2023 and 30 June 2024.

2) Subject to (1) above forward a copy of the Report to the Minister for Local
Government and publish it on the Shires’ official website.



Auditor General

INDEPENDENT AUDITOR’S REPORT
2023
Shire of Yalgoo

To the Council of the Shire of Yalgoo

Qualified opinion

| have audited the financial report of the Shire of Yalgoo (Shire) which comprises:

. the statement of financial position as at 30 June 2023, and the statement of
comprehensive income, statement of changes in equity, statement of cash flows and
statement of financial activity for the year then ended

. Notes comprising a summary of significant accounting policies and other explanatory
information.

In my opinion, except for the possible effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial report:

° is based on proper accounts and records

. presents fairly, in all material respects, the results of the operations of the Shire for the
year ended 30 June 2023 and its financial position at the end of that period

. is in accordance with the Local Government Act 1995 (the Act) and, to the extent that
they are not inconsistent with the Act, the Australian Accounting Standards.

Basis for qualified opinion

Infrastructure

The Road Infrastructure asset class at carrying value of $71,282,698 in Note 8(a) of the
financial report as at 30 June 2023 has not been revalued as required by Regulation
17A(4A)(b) of the Local Government (Financial Management) Regulations 1996.
Consequently, | was unable to determine the extent to which the carrying amount of Road
Infrastructure is misstated, as it was impracticable to do so. Additionally, | am unable to
determine whether there may be any consequential impact on revaluation surplus as at 30
June 2023.

Cash and cash equivalents

The Shire’s bank reconciliation as at 30 June 2023 included a net unreconciled balance of
$20,430. Management decided to write-off the unreconciled balance as at 30 June 2023 to
fees and charges revenue by $29,417 and materials and contracts expenses by $8,987. | was
unable to obtain sufficient and appropriate audit evidence to support these adjustments.
Consequently, | was unable to determine whether any further or alternate adjustments might
have been necessary.

Other assets — accrued income

The Shire reported accrued income of $808,811 in the statement of financial position as at 30
June 2023. Subsequent to year end, a funding party confirmed a lesser amount would be paid
to the Shire. As a result, accrued income has been misstated by $362,118. Consequently,
other expenses, net result for the period and retained surplus have been misstated by the
same amount.
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| conducted my audit in accordance with Australian Auditing Standards. My responsibilities
under those standards are further described in the Auditor’s responsibilities for the audit of the
financial report section below.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my qualified opinion.

Other information

The Chief Executive Officer (CEQ) is responsible for the preparation and the Council for
overseeing the other information. The other information is the information in the entity’s annual
report for the year ended 30 June 2023, but not the financial report and my auditor’s report.

My opinion on the financial report does not cover the other information and accordingly, | do
not express any form of assurance conclusion thereon.

In connection with my audit of the financial report, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial report, or my knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work | have performed, | conclude that there is a material misstatement of this
other information, | am required to report that fact. | did not receive the other information prior
to the date of this auditor’s report. When | do receive it, | will read it and if | conclude that there
is a material misstatement in this information, | am required to communicate the matter to the
CEO and Council and request them to correct the misstated information. If the misstated
information is not corrected, | may need to retract this auditor’s report and re-issue an
amended report.

Responsibilities of the Chief Executive Officer and Council for the financial
report

The Chief Executive Officer (CEO) of the Shire is responsible for:
e keeping proper accounts and records

e preparation and fair presentation of the financial report in accordance with the
requirements of the Act and, to the extent that they are not inconsistent with the Act, the
Australian Accounting Standards

e managing internal control as required by the CEO to ensure the financial report is free from
material misstatement, whether due to fraud or error.

In preparing the financial report, the CEO is responsible for:
e assessing the Shire’s ability to continue as a going concern
e disclosing, as applicable, matters related to going concern

e using the going concern basis of accounting unless the State Government has made
decisions affecting the continued existence of the Shire.

The Council is responsible for overseeing the Shire’s financial reporting process.

Auditor’s responsibilities for the audit of the financial report

As required by the Auditor General Act 2006, my responsibility is to express an opinion on the
financial report. The objectives of my audit are to obtain reasonable assurance about whether
the financial report as a whole is free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes my opinion. Reasonable assurance is a
high level of assurance but is not a guarantee that an audit conducted in accordance with
Australian Auditing Standards will always detect a material misstatement when it exists.
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Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of the financial report. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations or the override of internal control.

A further description of my responsibilities for the audit of the financial report is located on the
Auditing and Assurance Standards Board website. This description forms part of my auditor’s
report and can be found at https://www.auasb.gov.au/auditors_responsibilities/ar4.pdf.

My independence and quality management relating to the report on the financial
report

I have complied with the independence requirements of the Auditor General Act 2006 and the
relevant ethical requirements relating to assurance engagements. In accordance with ASQM 1
Quality Management for Firms that Perform Audits or Reviews of Financial Reports and Other
Financial Information, or Other Assurance or Related Services Engagements, the Office of the
Auditor General maintains a comprehensive system of quality management including
documented policies and procedures regarding compliance with ethical requirements,
professional standards and applicable legal and regulatory requirements.

Matters relating to the electronic publication of the audited financial report

This auditor’s report relates to the financial report of the Shire of Yalgoo for the year ended 30
June 2023 included in the annual report on the Shire’s website. The Shire’s management is
responsible for the integrity of the Shire’s website. This audit does not provide assurance on
the integrity of the Shire’s website. The auditor’s report refers only to the financial report. It
does not provide an opinion on any other information which may have been hyperlinked
to/from the annual report. If users of the financial report are concerned with the inherent risks
arising from publication on a website, they are advised to contact the Shire to confirm the
information contained in the website version.

Grant Robinson

Assistant Auditor General Financial Audit

Delegate of the Auditor General For Western Australia
Perth, Western Australia

19 February 2026
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SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

ATTACHMENT

Index of findings Potential Rating Prior
impact on year
audit finding
opinion
Significant | Moderate | Minor
1. Fair value of land, Yes - v 4
buildings and infrastructure | Qualification
2. Unexplained bank account Yes - v
variances Qualification
3. General journal exceptions No v
4. Procurement exceptions No v
5. Information technology No v
framework
6. Non-compliance with Local No v v
Government Act and
Regulations
7. Credit card procedures No v v
8. Out of date council policy No v v
manual
9. Masterfile accuracy and No v v
validity
10. Daily banking No v v
reconciliations
11. Key balance sheet No v v
reconciliations
12. Risk framework No v
enhancements
13. Supporting documentation No v
for grants
14. Debtor follow-up and No v
associated procedures
15. Payroll exceptions No v v
16. Provision for leave accrual No v v
exceptions




ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

Index of findings Potential Rating Prior
impact on year
audit finding
opinion
17. Fuel cards No v
18. Late lodgment of business No v
activity statements

KEY TO RATINGS

The ratings in this management letter are based on the audit team’s assessment of risks and
concerns with respect to the probability and/or consequence of adverse outcomes if action is not
taken. We give consideration to these potential adverse outcomes in the context of both quantitative
impact (for example financial loss) and qualitative impact (for example inefficiency, non-compliance,
poor service to the public or loss of public confidence).

Significant - Those findings where there is potentially a significant risk to the entity should
the finding not be addressed by the entity promptly. A significant rating could
indicate the need for a modified audit opinion in the current year, or in a
subsequent reporting period if not addressed. However, even if the issue is
not likely to impact the audit report, it should be addressed promptly.

Moderate - Those findings which are of sufficient concern to warrant action being taken
by the entity as soon as practicable.

Minor

Those findings that are not of primary concern but still warrant action being
taken.



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

1. Fair value of land, buildings and infrastructure

Finding

Roads infrastructure was last revalued in June 2018, and is therefore due for revaluation by
June 2023 under Regulations 17A(4A)(b) of the Local Government (Financial Management)
Regulations 1996 (the Regulations). No valuation has been performed by the Shire.

Additionally, for all other non-road categories of infrastructure as well as land and buildings there has
been no formal assessment performed to determine whether these assets represent fair value at the
end of the reporting period. These assets were last revalued in 2022. The same finding was noted in
2022 in respect of no assessment being performed in respect of the road infrastructure.

Rating: Significant (2022: Significant)

Implication

Due to no revaluation being undertaken for roads infrastructure, a qualification has been required due
to non-compliance with the Regulations and the inability to determine the extent to which the carrying
amount of road Infrastructure is misstated, as it was impracticable to do so. Additionally, we were
unable to determine whether there may be any consequential impact on revaluation surplus as at

30 June 2023.

Without a robust assessment of fair value of the Shire’s other non-roads infrastructure, land and
buildings, there is a risk that the fair value of these assets may not have been assessed adequately
and in compliance with AASB 13 Fair Value Measurement, as well as the Regulations.

Recommendation

We recommend management engage a reputable independent valuer and ensure the valuation for
road infrastructure class of assets is performed in accordance with the applicable standards as soon
as possible.

It is noted that the requirement that existed at 30 June 2023 for determining whether assets
represent fair value at the end of the reporting period in the circumstances where no formal valuation
has been undertaken during the period was removed from the Regulations for the 30 June 2024
financial year. Accordingly, no further action is required in respect of this matter going forward.

Management comment

The Shire was impacted by two flood damage events in 2020 and 2021 which damaged most of the
road network. The restoration works were completed early 2025 followed by a comprehensive road
valuation as at 30 June 2025.

Responsible officer: CEO
Completion date: June 2025



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

2. Unexplained bank account variances

Finding

There were a number of reconciling items in the 30 June 2023 bank reconciliation which did not
subsequently clear, as well as an overall variances between what the Shire-prepared 30 June 2023
municipal bank reconciliation showed the general ledger balance to be, compared to what the actual
general ledger balance was. These items arose mostly over the course of the year ended 30 June
2023 and resulted in management having to undertake significant analysis.

Rating: Significant

Implication

The unexplained variance in the bank reconciliation suggests that there may be discrepancies or
omissions in the accounting records, which was evident in management’s analysis and reconciliation
procedures. This poses a risk of material misstatement in the financial statements, as the general
ledger may not accurately reflect the true financial position of the Shire.

Furthermore, the lack of reconciliation between the bank statement and the accounting records
increases the risk of fraud or errors. Without an accurate reconciliation process, unauthorised
transactions, misappropriations, or errors my go undetected, leading to further discrepancies in the
financial statements.

Ultimately management wrote-back this a net reconciled balance of $20,430 as at 30 June 2023 to
decrease fees and charges income by $29,417 and to decrease materials and contracts expenses by
$8,987. We were unable to obtain sufficient and appropriate audit evidence to support these
adjustments. Consequently, we were unable to determine whether any further or alternate
adjustments might have been necessary. Given that this represents a limitation of our audit work, it
was concluded that the audit opinion would be qualified.

Recommendation

We recommend, to mitigate the risk of future variances, the implementation of more rigours and
timely bank reconciliation procedures. These should include regular, documented reviewed of the
reconciliation process to ensure all discrepancies are promptly identified and resolved.

Management comment
Monthly bank reconciliations were implemented in 2023/24 and further refined in 24/25. From 24/25,
the bank reconciliations are now controlled through the software.

Responsible officer: CEO
Completion date: January 2024 and May 2025



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

3. General journal exceptions

Finding

Our sample testing of 10 general journal entries identified 1 instance where there was no
documentation retained to support the general journal entry, nor were these journals signed as
evidence of independent review. We have additionally noted that there were a significant number of
general journal entries that were posted directly to the bank account.

Rating: Significant

Implication

The absence of supporting documentation and independent review of general journals increases the
risk of errors, omissions or fraudulent activities not being detected in a timely manner. There is a
further risk of non-compliance with Regulation 5(1) of the Local Government (Financial Management)
Regulation 1996.

Journal entries posted directly to the bank account also compound issues with reconciling the bank
balance given this is not how receipts and payments should be processed through an accounting
system.

Recommendation

We recommend that support is retained for all general journals and the journals are signed as
evidence of independent review. Management should additionally ensure that there are no journal
entries posted directly to the bank account general ledger.

Management comment
Journals are now reviewed with all evidence attached to the journal.

The Shire will continue raising journals to the bank account ledger where appropriate and ensure
proper evidence is kept.

Responsible officer: CEO
Completion date: December 2024



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

4. Procurement exceptions

Finding
Our sample testing of 25 payments identified the following exceptions where purchasing policies and
procedures were not followed:

e eight instances where the minimum number of quotes required was not obtained
o three instances where the purchase order was dated after the date of the invoice
o three instances where the batch report was only signed by one signatory

o two instances where no purchase order was raised.

We also identified a creditor batch payment of $55,656 was duplicated on both the 21 April 2023 and
24 April 2023, resulting in the Shire needing to recover the overpayments made to suppliers.

Rating: Significant

Implication

There is an increased risk of unauthorised purchases and non-compliance with the Shire’s
purchasing policies and procedures are not being followed. Duplicate payments could result in
additional funds paid not being recovered.

Recommendation

The requirement for full compliance with the Shire’s purchasing policies and procedures should be
communicated to all staff and be closely monitored by management. Specifically, the Shire should
ensure:

¢ the minimum number of quotes are obtained in accordance with the Shire’s purchasing policy or
documentation be maintained for any situations where the minimum number of quotes cannot be
obtained

e purchase orders are raised for all transactions prior to the expenditure being incurred by the Shire
and only by an Officer with the appropriate authorisation

o all batch reports are signed by both the preparer and reviewed to evidence independent review

e Appropriate controls are put in place to ensure that duplicate payments are not made.

Management comment

Shire staff reqularly test the market. The move to digital records has strengthened the procurement
process, improved efficiency, reduced the need to duplicate printed quotes and helps ensure quotes
are stored with purchase orders.

The Shire has discussed amendments to the Purchasing Policy including restricting employees who
can authorise expenditure, the removal of paper purchase orders and amendments to the number of
quotes needed and the dollar categories. This will be implemented with the new accounting system.

Batch reports are now reviewed by an appropriate person and signed by the preparer and a senior
staff member.



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

All money was recovered from the double payment. The Shire has been able to increase resources
and better separate duties, which has strengthened the controls reducing the risk of double batch
payments.

Responsible officer: CEO
Completion date: July 2024 and July 2025



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

5.

Information technology framework

Finding
Our testing and enquiries relating to IT and cyber security controls at the Shire identified the
following;

there are no documented cyber security policies in place

whilst we understand the Shire’s disaster recovery plan was in the process of being developed,
the Shire did not have a formal disaster recovery plan in place at the time of our audit

there is no risk register in place in relation to specific information technology risks; and

the agreement with the Shire’s IT consultant was signed in 2015 with no updated agreement
subsequently entered into.

Rating: Significant

Implication

without documented cyber security policies and procedures outlining the controls regarding cyber
security, there is an increased risk of vulnerability to cyber-attacks such as malware or phishing
attempts

risk of significant delays and business interruption in the event of unforeseen circumstances
risk identification in respect of the IT framework has not been considered; and

increased risk of services provided by the IT consultant are outdated and do not meet the current
needs of the Shire.

Recommendation
We recommend:

a documented cyber security policy and associated procedures and/or plans be developed and
communicated to all staff

a Disaster Recovery Plan be developed, documented and periodically tested to ensure that in the
event of a disaster, appropriate action can be taken

the Shire include IT related risks to their current risk register ensuring all current IT risks are
considered and documented; and

a new updated agreement with the external IT consultant be developed and signed by both
parties.

Management comment

There is an IT agreement in place. The Shire has spoken to an IT consultant about developing our
policies, plans and registers. We have multiple large projects to complete in 2025/26 so this will occur
once these are complete. The Shire will also do a review in 2026 with LGIS regarding IT and cyber
improvements.

Responsible officer: CEO
Completion date: December 2026



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

6. Non-Compliance with Local Government Act and Regulations

Finding
We noted the following instances of potential non-compliance with the Local Government
Regulations 1996:

o five out of 16 of the minutes of Council meetings were not signed by the Shire President;

e Financial Management System Review (“FMSR”) was due to be completed in March 2023 in
accordance with the requirements of the Local Government (Financial Management) Regulations
1996, however the review was completed in August 2024 and as at the date of this report, the
final FMSR reports have not been issued;

e Audit Regulation 17 Risk Review was due to be completed in March 2023 in accordance with the
requirements of the Regulation 17 of the Local Government (Audit) Regulations 1996, however
the review was completed in August 2024 and as at the date of this report, the final Regulation
17 review reports have not been issued; and

¢ monthly financial activity reports were not presented to Council in a timely manner in accordance
with the requirements of Regulation 34 of the Local Government (Financial Management)
Regulations 1996. Specifically, July 2022 through to December 2022 were not presented to
Council until March 2023.

¢ the annual financial report for 30 June 2023 was not submitted to the auditor by 30 September
2023 which is the due date as per the Local Government Act 1995 (this matter was first raised in
2022).

Rating: Significant (2022: Moderate)

Implication
Non-compliance with the above-mentioned Local Government Regulations.

Recommendation
We recommend:

¢ Council meeting minutes are signed at the next council meeting by the Shire President once
minutes have been accepted by Council

o the FMSR review is conducted every three years in order to satisfy the requirements of
Regulation 5(2) of the Local Government (Financial Management) Regulations 1996

¢ the Audit Regulation 17 Risk Review is conducted every three years in order to satisfy the
requirements of Regulation 17.1 of the Local Government (Audit) Regulations 1996; and

e monthly financial activity statement reports are presented to council within 2 months of the end of
the month in accordance with Regulation 34 of the Local Government (Financial Management)
Regulations 1996

e the Shire should submit their annual report to the auditors by 30 September following each
financial year or such extended time as the minister allows.
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SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

Management comment
The Shire has completed the FMSR and Reg 17 reviews and minutes are now signed regularly.

July 2022 and August 2022 were adopted in September 2022 in accordance with the regulations.
The February 2023 monthly report was the only report taken to Council in March 2023.

The Shire has taken the necessary steps to ensure reporting requirements are followed.

Responsible officer: CEO
Completion date: August 2024



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

7. Credit card procedures

Finding

Audit procedures identified 11 out of 12 months of credit card expenditure which was not individually
itemised on the List of Payments presented to Council, and instead the balance accrued and owing
was listed as the payment.

In addition, our audit sample testing with respect to credit cards identified the following:

¢ two instances where invoices were addressed to Raul Valenzuela (President) rather than the
Shire itself;

e our review of the CEO credit card identified 24 instances totaling $11,254.80 (out of a total spend
for the year of $41,834.68) where receipts or invoices were not provided to support expenditure
incurred on the credit card (and no lost receipt/statutory declaration was completed); and

o from our review of 100% of the credit card statements during the financial year, it was noted that
none were independently reviewed by the Shire President.

This finding was first raised in 2019.
Rating: Significant (2022: Moderate)

Implication
¢ non-compliance with Regulation 13(1) of the Local Government (Finance Management)
Regulations 1996

¢ failure to maintain adequate records to support credit card transactions, resulting in non-
compliance with Local Government Operational Guidelines — Number 11 — September 2006 ‘Use
of Corporate Credit Cards’

e risk that error or fraud may not been detected on a timely basis.

This finding has been escalated to significant in the current year due to the ongoing non-compliance
noted with documentation not being maintained.

Recommendation

In accordance with Regulation 13(1) of the Local Government (Financial Management) Regulation
1996, we recommend individual accounts paid be itemised on the List of Payments presented to
Council which includes individual transactions incurred using the Shire’s credit card.

In addition, supporting documentation should be maintained for all expenditure incurred using the
Shire’s credit cards. In the event the receipt or invoice is lost the credit card holder should complete a
lost receipt/statutory declaration.

Management comment
This is now in place. Current credit card processing is prepared by a finance officer and reviewed by
the DCEO. The credit card statements are signed by the CEO and President.

Responsible officer: CEO
Completion date: May 2025 and December 2025



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

8. Out of date council policy manual

Finding
Whilst completing our testing, we identified instances where the Manual does not reflect current
practices and is potentially out of date:

¢ Investment Policy not located in the Manual although as stated within Council minutes dated 28
January 2022, the Council resolved to adopt the policy and the Manual would be updated
accordingly;

e there is no documented Related Party Policy

e Policy 7.2, Purchasing and Tenders does not allow for WALGA eQuotes and the tender limit
reference is $100,000 rather than the current limit of $250,000

¢ the risk management policy manual and the risk management plan refer to the wrong standard
(AS/ISO 31000 2019 instead of AS/ISO 31000 2018); and

¢ numerous policies in the Manual are either out of date or have further work required.
This finding was first raised in 2019.
Rating: Significant (2022: Significant)

Implication

Without approved and up to date policies and procedures, staff may be unaware of Council and
management’s expectations regarding how they conduct themselves and perform various key
transactions and activities. This can make the Shire more susceptible to errors, fraud and/or non-
compliance.

Recommendation
We recommend that each policy contained in the Manual is reviewed and updated to reflect the
Shire’s current practices. All new policies should be added to the Manual.

In addition, we recommend that the Shire develop and implement a Related Party Policy and adopt
the Model Code of Conduct for Elected Members.

Management comment
The Policy Manual has been reviewed and a Related Party Policy will be developed as soon as time
permits.

Responsible officer: CEO
Completion date: February 2025 and December 2026



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

9. Masterfile accuracy and validity

Finding

Changes made to the supplier, employee, debtors and fixed assets masterfiles were not
independently reviewed and authorised. While we understand EFTSure has since been
implemented, no evidence of independent review of the masterfile changes was provided. This
increased the risk of unauthorised changes to key information, although our audit sampling did not
identify any.

This finding was first raised in 2019.
Rating: Significant (2022: Significant)
Implication

There is an increased risk that:

e required changes to the masterfiles are untimely

e erroneous changes made to masterfiles have a low chance of being detected in a timely manner;
and

e suspicious/fraudulent changes made to masterfiles have a low chance of being detected in a
timely manner.

Recommendation
We recommend an independent review of all changes made to masterfiles be conducted periodically.
This review should involve:

¢ adownload of all changes made to each masterfile

e arepresentative sample be tested and traced to originating/supporting documentation to assure
validity and timeliness; and

e areview of any suspicious masterfile changes (e.g. changes to bank details, unusual variations to
pay-rates and amendments to existing supplier bank account details) be performed.

Management comment

We have improved the new creditor processes with further work to do. Currently, new creditors need
to be entered into the system and signed off. A senior staff member must review and sign off. The
next step which will begin soon is a review of the audit trail for new suppliers. This will be completed
as part of the 25/26 year.

Responsible officer: CEO
Completion date: December 2025



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

10. Daily banking reconciliations

Finding
We identified that daily banking reconciliations for all 26 days sampled were either not signed by the
reviewer as evidence of independent review and/or not signed by the preparer.

This finding was first raised in 2019.
Rating: Significant (2022: Significant)

Implication

o daily banking reconciliations sampled in most instances were either not completed or not signed
by the preparer and/or the independent reviewer. This increases the risk of errors and omissions
relating to cash remaining undetected

e delayed review of bank statements and the allocation of associated cash receipts within Synergy
increases the risk of the Shire not accounting for funds received in a timely fashion nor does it
allow the Shire to actively manage its debtors

¢ lack of timeliness of banking increases the risks of cash being misappropriated.
Recommendation

Daily banking reconciliations should be consistently prepared and adequately reviewed on a daily
basis by an independent senior management staff member.

Management comment
Bank reconciliations are now done regularly and reviewed by a senior staff member monthly.

Responsible officer: CEO
Completion date: May 2025



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

11. Key balance sheet reconciliations

Finding
During our review of the month end reconciliation procedures, we noted that the following key
balance sheet accounts were not being reconciled to the general ledger on a monthly basis;

e trust account

investments

e superannuation payable
o fixed assets

e sundry debtors

e sundry creditors

e rates debtors; and

e rates valuations.

This finding was first raised in 2019.
Rating: Significant (2022: Significant)

Implication

By key balance sheet accounts not being reconciled to the general ledger on a regular basis there is
an increased risk that errors, imbalances or fraud will not be detected on a timely basis, which in turn
could lead to misstatements in the Shire’s financial reporting. This also represents non-compliance
with Regulation 5(1) of the Local Government (Financial Management) Regulations 1996.

Recommendation

We recommend that key balance sheet accounts are regularly reconciled to the general ledger on a
timely basis. This will ensure that any issues are detected on a timely basis. It is important that the
balance sheet reconciliations are independently reviewed and signed off as evidence of independent
review.

Management comment
Monthly reconciliations were strengthened in 2025 and now reviewed and signed by the DCEO and
CEO.

Responsible officer: CEO
Completion date: January 2024 and May 2025



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

12. Risk framework enhancements

Finding
Whilst we note that the Shire currently has a risk management framework in place, we noted that the
risk register does not encompass any financial risks that may be relevant to the Shire.

Rating: Moderate

Implication

Without a comprehensive and up to date risk management framework including the identification of
financial related risks, potential risks associated with Shire operations may not be identified and
treated appropriately.

Recommendation
We recommend the risk register be reviewed and updated to include financial risks applicable to the
Shire.

Management comment
The Shire will work on this register when it can with the goal of implementing it in 2027. We have
multiple large projects to complete in 2025/26 so this will occur once these are complete.

Responsible officer: CEO
Completion date: June 2027



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

13. Supporting documentation for grants

Finding
Documentation to support grants received by the Shire were requested; however no supporting
documentation could be provided for the following:

e Main Roads RRG Funding ($200,000); and
e Main Roads Direct Road Funding ($167,791).

Despite numerous requests for this information, the Shire was unable to supply the necessary
documentation to verify these funding amounts.

Rating: Moderate

Implication

The absence of supporting documentation relating to grants increases the risk of errors and
omissions not being detected in a timely manner and the risk of non-compliance with funding terms
and conditions. It also represents a lack of supporting documentation to support the financial
transactions of the Shire.

Recommendation

The Shire should take steps to obtain the requested documentation. If these records are unavailable,
the Shire should investigate why they are missing and implement measures to retrieve the necessary
supporting documents.

Management comment

The Shire has improved its record keeping procedures. It has also moved to digital record keeping
which includes attaching support to transactions. The new accounting system should improve this
process further.

Responsible officer: CEO
Completion date: January 2024



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

14. Debtor follow-up and associated procedures

Finding
Our audit procedures identified the following regarding debtor follow-up and associated procedures at
the Shire:

e lack of formal or consistent process for outstanding debtor follow-up and review;

e an expected credit loss (“ECL”) calculation was not prepared as required by AASB 9: Financial
Instruments; and

e credit notes that were processed subsequent to year end were not adjusted as at 30 June 2023.

We note there is no overall material impact in respect of the debtor follow-up and associated
procedures for the 2023 year.

Rating: Moderate

Implication

The absence of a structured procedure for monitoring overdue debtors increases the risk of
uncollected debtors. Additionally, the absence of completing an assessment and calculating the
expected credit loss provision and completing a review of subsequent credit notes issued increases
the risk of material misstatement or omissions in the financial statements.

Recommendation
We recommend:

¢ the Shire implement a regular and formal debtor monitoring process to ensure that all outstanding
debts are regularly followed up;

e a provision for expected credit losses should be established, based on a review of outstanding
debtors and historical collection patterns.

e credit notes issued subsequently are assessed and adjusted for in the annual financial
statements, where relevant.

Management comment

Sundry debtors are up to date and most of the rates debt collection has now been completed. Further
work on outstanding rates may be done in 2026 if time permits. The ECL has been updated as at

30 June 2025.

Responsible officer: CEO
Completion date: January 2025



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

15. Payroll exceptions

Finding
Our audit testing on a sample basis identified the following exceptions in the payroll area:

o two out of four samples tested where the payroll reports were not signed as evidence of
independent review; and

¢ termination checklists have not been utilised upon employee termination.
This finding was first raised in 2019.
Rating: Moderate (2022: Moderate)

Implication

The absence of review and approval of payroll reports and documentation of the termination checklist
could result in invalid transactions and incorrect amounts being paid to employees. It could also
result in terminated employees not returning assets belonging to the Shire. There is a further risk of
non-compliance with Regulation 5(1) of the Local Government (Financial Management) Regulations
1996.

Recommendation
We recommend the following:

e all payroll reports are subject to independent review and signed as evidence of this review
occurring; and

e termination checklists are utilised for all terminated employees to ensure all amounts owing or
owed have been calculated correctly and that any Shire assets have been returned.

Management comment

The reports are now reviewed and signed off. Termination checklists will hopefully be implemented in
2026 depending on resources. We have multiple large projects to complete in 2025/26 so this will
occur once these are complete.

Responsible officer: CEO
Completion date: July 2024 and December 2026



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

16. Provision for leave accrual exceptions

Finding
Our testing identified four instances where employees have annual leave accrued balances in excess
of 350 hours each.

Additionally, the following exceptions were identified in respect of employee provision calculations at
30 June 2023:

¢ the calculation of the long service leave balance as at 30 June 2023 for one employee was
overstated due to leave taken during the year not being subtracted from the balance

e the calculation of long service leave and annual leave accruals as at 30 June 2023 is based on
pay rates as at 30 June 2023 which did not factor in the subsequent 2.5% pay increase

e variances between the correct annual leave taken for various employees and that recorded within
the Definitiv (Payroll) system were identified as a result of some leave taken being erroneously
recorded as a positive movement; and

¢ the on-costs included in the employee provision calculations for the year ended 30 June 2023
have not been updated for the increase in the statutory superannuation guarantee percentage

Findings in respect of the leave accrual were first raised in 2019.
Rating: Moderate (2022: Moderate)

Implication

Excessive accrued annual leave balances increase the risk of an adverse impact through excessive
liabilities and may also indicate over-reliance on key individuals. It is important for staff to take regular
leave for their health and wellbeing, and to develop staff to perform the tasks of others. Fraud can
also be more easily concealed by staff who do not take leave.

Additionally, there is an increased risk of misstatement within the accounting records of the Shire in
respect of employee entitlement balances due to the other reconciliation and calculation matters
noted above.

Recommendation
The Shire should continue to manage and monitor the excessive annual leave balances to reduce
the liability, risk of business interruption and potential fraud.

Additionally, the Shire review the calculation of Long Service Leave and Annual Leave ensuring all
long service leave taken is correctly recorded and correct pay rates and on-costs are used.

Management comment
The Shire will manage and monitor leave balances and work with staff to reduce their leave balances.

Responsible officer: CEO
Completion date: Ongoing



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

17. Fuel cards

Finding
Our inquiries during our audit procedures identified that there is currently no fuel card policy, nor are
there agreements with employees to set out the appropriate use of fuel cards.

Rating: Minor

Implication
e non-compliance with Regulation 13(1) of the Local Government (Finance Management)
Regulations 1996

o risk that error, fraud or inappropriate use of fuel cards may not been detected on a timely basis.

Recommendation
We recommend a formal fuel card policy be developed and communicated to all staff, and that all staff
that are issued a fuel card sign an agreement that sets out the appropriate use of the card.

Management comment

The fuel cards are restricted to fuel with a daily limit purchase. A policy and agreement will be done
when time permits. We have multiple large projects to complete in 2025/26 so this will occur once
these are complete.

Responsible officer: CEO
Completion date: June 2027



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2023
FINDINGS IDENTIFIED DURING THE AUDIT

18. Late lodgement of business activity statements

Finding
We identified 8 out of 12 Business Activity Statements (“BAS”) for the year were not lodged with the
Australian Taxation Office (“ATO”) by the statutory due dates.

Rating: Minor

Implication
Non-compliance with ATO statutory requirements which results in late lodgement and interest penalty
fees.

Recommendation
The Shire should make the necessary arrangements for the BAS to be lodged in accordance with
statutory due dates.

Management comment
This process has been strengthened and is part of the monthly reconciliations

Responsible officer: CEO
Completion date: January 2024



Auditor General

INDEPENDENT AUDITOR’S REPORT
2024
Shire of Yalgoo

To the Council of the Shire of Yalgoo

Qualified opinion

| have audited the financial report of the Shire of Yalgoo (Shire) which comprises:

o the statement of financial position as at 30 June 2024, the statement of comprehensive
income, statement of changes in equity, statement of cash flows and statement of financial
activity for the year then ended

o notes comprising a summary of material accounting policies and other explanatory
information.

In my opinion, except for the possible effects of the matters described in the Basis for Qualified
Opinion section of my report, the financial report:

o is based on proper accounts and records

o presents fairly, in all material respects, the results of the operations of the Shire for the year
ended 30 June 2024 and its financial position at the end of that period

o is in accordance with the Local Government Act 1995 (the Act) and, to the extent that they
are not inconsistent with the Act, Australian Accounting Standards.

Basis for qualified opinion

Infrastructure

The Road Infrastructure asset class at the carrying value of $72,967,926 (2023: $71,282,698)

in Note 8(a) of the financial report has not been revalued as required by Regulation 17A(4A)(b) of
the Local Government (Financial Management) Regulations 1996. Consequently, | was unable to
determine the extent to which the carrying amount of Road Infrastructure is misstated, as it was
impracticable to do so. Additionally, | am unable to determine whether there may be any
consequential impact on revaluation surplus as at 30 June 2024 and 30 June 2023 as well as
Depreciation, Net Result for the Period and Retained Surplus as at 30 June 2024.

Comparability of current period figures and corresponding figures

During 2022-23, | was unable to obtain sufficient and appropriate audit evidence for a net
amount of $20,430 of unreconciled items in the bank reconciliation which was written off as at
30 June 2023 to fees and charges revenue by $29,417 and materials and contracts expenses
by $8,987. Consequently, | was unable to determine whether any further or alternate
adjustments might have been necessary. My audit opinion on the current year financial report is
modified because of the possible effect of this matter on the comparability of fees and charges
revenue and materials and contracts expenses for the current period.
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Other assets — accrued income

The Shire reported other assets of $997,023 in the statement of financial position as at 30 June
2024 (2023: $808,811). Subsequent to year end, a funding party confirmed a lesser amount
would be paid to the Shire. As a result, accrued income has been overstated by $362,118
(2023: $362,118). Consequently, retained surplus has been misstated by the same amount for
both financial years ended 30 June 2024 and 2023 respectively.

| conducted my audit in accordance with Australian Auditing Standards. My responsibilities under
those standards are further described in the Auditor’s responsibilities for the audit of the financial
report section below.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis
for my qualified opinion.
Other information

The Chief Executive Officer (CEQ) is responsible for the preparation and the Council for
overseeing the other information. The other information is the information in the entity’s annual
report for the year ended 30 June 2024, but not the financial report and my auditor’s report.

My opinion on the financial report does not cover the other information and accordingly, | do not
express any form of assurance conclusion thereon.

In connection with my audit of the financial report, my responsibility is to read the other
information and, in doing so, consider whether the other information is materially inconsistent
with the financial report or my knowledge obtained in the audit or otherwise appears to be
materially misstated.

If, based on the work | have performed, | conclude that there is a material misstatement of this
other information, | am required to report that fact. | did not receive the other information prior to
the date of this auditor’s report. When | do receive it, | will read it and if | conclude that there is a
material misstatement in this information, | am required to communicate the matter to the CEO
and Council and request them to correct the misstated information. If the misstated information is
not corrected, | may need to retract this auditor’s report and re-issue an amended report.
Responsibilities of the Chief Executive Officer and Council for the financial report
The Chief Executive Officer (CEQ) of the Shire is responsible for:

e keeping proper accounts and records

e preparation and fair presentation of the financial report in accordance with the requirements
of the Act, the Regulations and Australian Accounting Standards

e managing internal control as required by the CEO to ensure the financial report is free from
material misstatement, whether due to fraud or error.

In preparing the financial report, the CEO is responsible for:
e assessing the Shire’s ability to continue as a going concern
o disclosing, as applicable, matters related to going concern

e using the going concern basis of accounting unless the State Government has made
decisions affecting the continued existence of the Shire.

The Council is responsible for overseeing the Shire’s financial reporting process.
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Auditor’s responsibilities for the audit of the financial report

As required by the Auditor General Act 2006, my responsibility is to express an opinion on the
financial report. The objectives of my audit are to obtain reasonable assurance about whether the
financial report as a whole is free from material misstatement, whether due to fraud or error, and
to issue an auditor’s report that includes my opinion. Reasonable assurance is a high level of
assurance but is not a guarantee that an audit conducted in accordance with Australian Auditing
Standards will always detect a material misstatement when it exists.

Misstatements can arise from fraud or error and are considered material if, individually or in the
aggregate, they could reasonably be expected to influence the economic decisions of users
taken on the basis of the financial report. The risk of not detecting a material misstatement
resulting from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations or the override of internal control.

A further description of my responsibilities for the audit of the financial report is located on the
Auditing and Assurance Standards Board website. This description forms part of my auditor’s
report and can be found at https://www.auasb.gov.au/auditors responsibilities/ar4.pdf.

My independence and quality management relating to the report on the financial
report

I have complied with the independence requirements of the Auditor General Act 2006 and the
relevant ethical requirements relating to assurance engagements. In accordance with ASQM 1
Quality Management for Firms that Perform Audits or Reviews of Financial Reports and Other
Financial Information, or Other Assurance or Related Services Engagements, the Office of the
Auditor General maintains a comprehensive system of quality management including
documented policies and procedures regarding compliance with ethical requirements,
professional standards and applicable legal and regulatory requirements.

Matters relating to the electronic publication of the audited financial report

This auditor’s report relates to the financial report of the Shire of Yalgoo for the year ended

30 June 2024 included in the annual report on the Shire’s website. The Shire’s management is
responsible for the integrity of the Shire’s website. This audit does not provide assurance on the
integrity of the Shire’s website. The auditor’s report refers only to the financial report. It does not
provide an opinion on any other information which may have been hyperlinked to/from the annual
report. If users of the financial report are concerned with the inherent risks arising from
publication on a website, they are advised to contact the Shire to confirm the information
contained in the website version.

Grant Robinson

Assistant Auditor General Financial Audit

Delegate of the Auditor General for Western Australia
Perth, Western Australia

19 February 2026
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SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

ATTACHMENT

Index of findings Potential Rating Prior
impact on year
audit finding
opinion
Significant | Moderate | Minor
1. Fair value of road Yes - v v
infrastructure Qualification
2. Bank reconciliation Yes — v v
variances Qualification
comparative
balances
3. General journal exceptions No v v
4. Information technology No v v
framework
5. Non-compliance with Local No v v
Government Act and
Regulations
6. Out-of-date council policy No v v
manual
7. Key balance sheet No v v
reconciliations
8. Credit card procedures No v v
9. Masterfile accuracy and No v v
validity
10. Risk framework No v v
enhancements
11. Debtor follow-up and No v v
associated procedures
12. Provision for leave accrual No v v
exceptions
13. Payroll exceptions No v v
14. Fuel cards No v v
15. Termination checklist No v v
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

KEY TO RATINGS

The ratings in this management letter are based on the audit team’s assessment of risks and
concerns with respect to the probability and/or consequence of adverse outcomes if action is
not taken. We give consideration to these potential adverse outcomes in the context of both
quantitative impact (for example financial loss) and qualitative impact (for example inefficiency,
non-compliance, poor service to the public or loss of public confidence).

Significant - Those findings where there is potentially a significant risk to the entity
should the finding not be addressed by the entity promptly. A significant
rating could indicate the need for a modified audit opinion in the current
year, or in a subsequent reporting period if not addressed. However, even if
the issue is not likely to impact the audit report, it should be addressed
promptly.

Moderate - Those findings which are of sufficient concern to warrant action being taken
by the entity as soon as practicable.

Minor - Those findings that are not of primary concern but still warrant action being
taken.
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

1. Fair value of road infrastructure

Finding

Roads infrastructure was last revalued in June 2018, and was therefore due for revaluation by
June 2023 under Regulations 17A(4A)(b) of the Local Government (Financial Management)
Regulations 1996 (the Regulations) which requires an asset to be revalued within a period of
no more than 5 years after the day on which the asset was last valued or revalued. No
valuation has been performed by the Shire during the financial years ended 30 June 2023 and
30 June 2024.

This finding was first raised in 2023.
Rating: Significant (2023: Significant)

Implication

The non-compliance with the Regulations resulted in the inability to determine the extent to
which the carrying amount of Roads infrastructure is misstated including the consequential
impact on the revaluation surplus, depreciation, net result for the period and retained surplus
for the financial years ended 30 June 2023 and 30 June 2024.

Recommendation

We recommend management engage a reputable independent valuer and ensure the valuation
for the road infrastructure class of assets is performed in accordance with the applicable
standards as soon as possible.

Management comment

The Shire was impacted by two flood damage events in 2020 and 2021 which damaged most
of the road network. The restoration works were completed early 2025 followed by a
comprehensive road valuation as at 30 June 2025.

Responsible officer: CEO
Completion date: June 2025
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

2. Bank reconciliation variances

Finding

There were a number of reconciling items in the 30 June 2024 bank reconciliation which were
corrected by previous Shire employees through the passing of a journal entry. The

30 June 2024 bank reconciliation was reworked subsequently during 2025 to flow through
entries that were made in 2023 to remove the reconciling items. Once this process was
complete there was still a remaining unexplained, however immaterial, variance in the bank
reconciliation of $112, which arose during the 30 June 2024 year. It was noted that the bank
reconciliation for 30 June 2025 had no further issues.

This finding was first raised in 2023 and resulted in a qualification for that year. There is a
qualification on comparative balances to make reference to this for the current year.

Rating: Significant (2023: Significant)

Implication

The unexplained variance in the bank reconciliation suggests that there may be discrepancies
or omissions in the accounting records. This poses a risk that the general ledger may not
accurately reflect the true financial position of the Shire.

Furthermore, the lack of reconciliation between the bank statement and the accounting records
increases the risk of fraud or errors. Without an accurate reconciliation process, unauthorised
transactions, misappropriations, or errors my go undetected, leading to further discrepancies in
the financial statements.

Recommendation

We recommend, to mitigate the risk of future variances, the implementation of more rigours
and timely bank reconciliation procedures. These should include regular, documented
reviewed of the reconciliation process to ensure all discrepancies are promptly identified and
resolved.

Management comment

Monthly bank reconciliations began in Jan 2024 when the new DCEQ started. However, the
accounts could not be balanced properly until the 22/23 closing balances were confirmed.
Therefore, it was the audit delay which caused the minor variance above not a lack of
procedures.

In May 2025, the Shire took steps to confirm the closing bank balances for 22/23 prior to audit
completion. Once this was done, the Shire was able to confirm the balances for 23/24 and
24/25.

Responsible officer: CEO
Completion date: January 2024 and May 2025
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

3. General journal exceptions

Finding

Our testing of a sample of 10 general journal entries identified for all instances there was no
documentation retained to support the general journal entry. Additionally, there were 4
instances where the journals were not signed as evidence of independent review. We have
additionally noted that there were a significant number of general journal entries that were
posted directly to the bank account.

Findings in respect of general journals were first raised in 2023.
Rating: Significant (2023: Significant)

Implication

The absence of supporting documentation and independent review of general journals
increases the risk of errors, omissions or fraudulent activities going undetected and therefore
unresolved. There is a further risk of non-compliance with Regulation 5(1) of the Local
Government (Financial Management) Regulation 1996.

Journal entries posted directly to the bank account also compound issues with reconciling the
bank balance given this is not how receipts and payments should be processed through an
accounting system.

Recommendation

We recommend that support is retained for all general journals and the general journals are
signed as evidence of independent review. Management should additionally ensure that there
are no journal entries posted directly to the bank account general ledger.

Management comment
Journals are now reviewed with all evidence attached to the journal.

The Shire will continue raising journals to the bank account ledger where appropriate and
ensure proper evidence is kept.

Responsible officer: CEO
Completion date: December 2024
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

4. Information technology framework

Finding
Our testing and enquiries relating to IT and cyber security controls at the Shire identified the
following;

o There are no documented cyber security policies in place;

¢ Whilst we understand the Shire’s disaster recovery plan was in the process of being
developed, the Shire did not have a formal disaster recovery plan in place at the time of our
audit;

e There is no risk register in place in relation to specific information technology risks; and

e The agreement with the Shire’s IT consultant was signed in 2015 with no updated
agreement subsequently entered into.

This finding was first raised in 2023.
Rating: Significant (2023: Significant)

Implication

e Without documented cyber security policies and procedures outlining the controls regarding
cyber security, there is an increased risk of vulnerability to cyber-attacks such as malware
or phishing attempts;

e Risk of significant delays and business interruption in the event of unforeseen
circumstances;

¢ Risk identification in respect of the IT framework has not been considered; and

e Increased risk of services provided by the IT consultant are outdated and do not meet the
current needs of the Shire.

Recommendation
We recommend:

¢ A documented cyber security policy and associated procedures / plans be developed and
communicated to all staff;

e A Disaster Recovery Plan be developed, documented and periodically tested to ensure that
in the event of a disaster, appropriate action can be taken;

e The Shire include IT related risks to their current risk register ensuring all current IT risks
are considered and documented; and

e A new updated agreement with the external IT consultant be developed and signed by both
parties.

Page 6 of 18



ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

Management comment

There is an IT agreement in place. The Shire has spoken to an IT consultant about developing
our policies, plans and registers. We have multiple large projects to complete in 2025/26 so
this will occur once these are complete. The Shire will also do a review in 2026 with LGIS
regarding IT and cyber improvements.

Responsible officer: CEO
Completion date: December 2026
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

5. Non-Compliance with Local Government Act and Regulations

Finding
We noted the following instances of potential non-compliance with the Local Government
Regulations 1996:

¢ Financial Management System Review (“FMSR”) was due to be completed in March 2023
in accordance with the requirements of the Local Government (Financial Management)
Regulations 1996, however the review was completed in August 2024, and as at the date
of this report, the final FMSR reports have not been issued (this matter was first raised in
2023);

¢ Audit Regulation 17 Risk Review was due to be completed in March 2023 in accordance
with the requirements of the Regulation 17 of the Local Government (Audit) Regulations
1996, however the review was completed in August 2024, and as at the date of this report,
the final Regulation 17 review reports have not been issued (this matter was first raised in
2023); ; and

e The mid-year budget review was not completed between 1 January and 28 February and
was not lodged with the department within 14 days of Council adoption in accordance with
Regulation 33(4) of the Local Government (Financial Management) Regulations 1996.

Rating: Significant (2023: Significant)

Implication
Non-compliance with the above-mentioned Local Government Regulations.

Recommendation
We recommend:

e The FMSR review is conducted every three years in order to satisfy the requirements of
Regulation 5(2) of the Local Government (Financial Management) Regulations 1996;

o The Audit Regulation 17 Risk Review is conducted every three years in order to satisfy the
requirements of Regulation 17.1 of the Local Government (Audit) Regulations 1996; and

e The Shire completes and lodges their mid-year budget review with the Department within
the required timeframe to satisfy the requirements of Regulation 33(4) of the Local
Government (Financial Management) Regulations 1996.

Management comment
The Shire has completed the reviews. The Shire will ensure budget reviews are completed on
time.

Responsible officer: CEO
Completion date: August 2024
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

6. Out-of-date council policy manual

Finding
Whilst completing our testing, we identified instances where the Manual does not reflect
current practices and is potentially out of date:

¢ Investment Policy not located in the Manual although as stated within Council minutes
dated 28 January 2022, the Council resolved to adopt the policy and the Manual would be
updated accordingly;

e There is no documented Related Party Policy;

e Policy 7.2, Purchasing and Tenders does not allow for WALGA eQuotes and the tender
limit reference is $100,000 rather than the current limit of $250,000;

e the Risk Management Policy Manual and the Risk Management Plan refer to the wrong
standard (AS/ISO 31000 2019 instead of AS/ISO 31000 2018); and

¢ Numerous policies in the Manual are either out of date or have further work required.

This finding was first raised in 2019.
Rating: Significant (2023: Significant)

Implication

Without approved and up to date policies and procedures, staff may be unaware of Council
and management’s expectations regarding how they conduct themselves and perform various
key transactions and activities. This can make the Shire more susceptible to errors, fraud
and/or non-compliance.

Recommendation
We recommend that each policy contained in the Manual is reviewed and updated to reflect the
Shire’s current practices. All new policies should be added to the Manual.

In addition, we recommend that the Shire develop and implement a Related Party Policy and
adopt the Model Code of Conduct for Elected Members.

Management comment
The Policy Manual has been reviewed, and a Related Party Policy will be developed as soon
as time permits.

Responsible officer: CEO
Completion date: February 2025 and December 2026
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

7. Key Balance sheet reconciliations

Finding

During our review of the month end reconciliation procedures, we noted that the following key
balance sheet accounts were being reconciled to the general ledger on a monthly basis,
however there was no evidence of independent review occurring;

e Trust account;

e Superannuation payable;
e Sundry Debtors;

e Rates Debtors; and

e Rates Valuations.

Furthermore, it was identified that the following key balance sheet accounts were not being
reconciled on a monthly basis;

e Sundry Creditors;
e |nvestments; and

e Fixed Assets.

Findings in respect of key balance sheet reconciliations were first raised in 2019.
Rating: Significant (2023: Significant)

Implication

By key balance sheet accounts not being reconciled to the general ledger on a regular basis
there is an increased risk that errors, imbalances or fraud will not be detected on a timely
basis, which in turn could lead to misstatements in the Shire’s financial reporting. This also
represents non-compliance with Regulation 5(1) of the Local Government (Financial
Management) Regulations 1996.

Recommendation

We recommend that key balance sheet accounts are regularly reconciled to the general ledger
on a timely basis. This will ensure that any issues are detected on a timely basis. It is important
that the balance sheet reconciliations are independently reviewed and signed off as evidence
of independent review.

Management comment
Monthly reconciliations were strengthened in 2025 and now reviewed and signed by the DCEO
and CEQ.

Responsible officer: CEO
Completion date: January 2024 and May 2025
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

8. Credit card procedures

Finding
From our review of 100% of the credit card statements during the financial year, it was noted
that none were independently reviewed by the Shire President.

This finding was first raised in 2019.
Rating: Significant (2023: Significant)

Implication
Risk that error or fraud may not been detected on a timely basis.

Recommendation
We recommend that the credit card statements of the CEO are reviewed and signed as
evidence of this independent review by the Shire President.

Management comment
A review is done by the preparer of the credit card batch and the reviewer. The President will
review the credit card statement.

Responsible officer: CEO
Completion date: May 2025 and December 2025
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

9. Masterfile accuracy and validity

Finding

Changes made to the supplier, employee, debtors and fixed assets masterfiles were not
independently reviewed and authorised. While we understand EFTSure has since been
implemented, no evidence of independent review of the masterfile changes was provided. This
increased the risk of unauthorised changes to key information, although our audit sampling did
not identify any.

This finding was first raised in 2019.
Rating: Significant (2023: Significant)
Implication

There is an increased risk that:

e Required changes to the masterfiles are untimely;

¢ Erroneous changes made to masterfiles have a low chance of being detected in a timely
manner; and

e Suspicious/fraudulent changes made to masterfiles have a low chance of being detected in
a timely manner.

Recommendation
We recommend an independent review of all changes made to masterfiles be conducted
periodically. This review should involve:

¢ A download of all changes made to each masterfile;

e A representative sample be tested and traced to originating/supporting documentation to
assure validity and timeliness; and

e A review of any suspicious masterfile changes (e.g. changes to bank details, unusual
variations to pay-rates and amendments to existing supplier bank account details) be
performed.

Management comment

We have improved the new creditor processes with further work to do. Currently, new creditors
need to be entered into the system and signed off. A senior staff member must review and sign
off. The next step which will begin soon is a review of the audit trail for new suppliers. This will
be completed as part of the 25/26 year.

Responsible officer: CEO
Completion date: December 2025
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

10. Risk framework enhancements

Finding
Whilst we note that the Shire currently has a risk management framework in place, we noted
that the risk register does not encompass any financial risks that may be relevant to the Shire.

This finding was first raised in 2023.
Rating: Moderate (2023: Moderate)

Implication

Without a comprehensive and up to date risk management framework including the
identification of financial related risks, potential risks associated with Shire operations may not
be identified and treated appropriately.

Recommendation
We recommend that the risk register be reviewed and updated to include financial risks
applicable to the Shire.

Management comment
The Shire will work on this register when it can with the goal of implementing it in 2027. We have
multiple large projects to complete in 2025/26 so this will occur once these are complete.

Responsible officer: CEO
Completion date: June 2027
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

11. Debtor follow-up and associated procedures

Finding

Our audit procedures identified the following regarding debtor follow-up and associated
procedures at the Shire:

e Lack of formal or consistent process for outstanding debtor follow-up and review;

¢ An expected credit loss (“ECL”) calculation was not prepared as required by AASB 9:
Financial Instruments; and

¢ Credit notes that were processed subsequent to year end were not adjusted as at
30 June 2024.

We note there is no overall material impact in respect of the debtor follow-up and associated
procedures for the 2024 year.

This finding was first raised in 2023.
Rating: Moderate (2023: Moderate)

Implication

e The absence of a structured procedure for monitoring overdue debtors increases the risk of
uncollected debtors; and

o Failure to appropriately allocate credit notes and perform an appropriate assessment of the
expected credit losses could lead to the overstatement of the entity’s assets. This could
also result in inappropriate forecasting of cash balances and funding requirements as the
expected inflows from settlement of outstanding debtor balances, may not eventuate.

Recommendation
We recommend:

e The Shire implements a regular and formal debtor monitoring process to ensure that all
outstanding debts are regularly followed up;

e A provision for expected credit losses should be established, based on a review of
outstanding debtors and historical collection patterns.

e Credit notes issued subsequently are assessed and adjusted for in the annual financial
statements, where relevant.

Management comment

Sundry debtors are up to date and most of the rates debt collection has now been completed.
Further work on outstanding rates may be done in 2026 if time permits. The ECL has been
updated as at 30 June 2025.

Responsible officer: CEO
Completion date: January 2025
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

12. Provision for leave accrual exceptions

Finding
Our testing identified two instances where employees have annual leave accrued balances in
excess of 350 hours each.

Additionally, the following exceptions were identified in respect of employee provision
calculations at 30 June 2024

e The calculation of long service leave and annual leave accruals as at 30 June 2024 is
based on pay rates as at 30 June 2024 which did not factor in the approved pay increase
for the future period in which the accumulated leave balances are expected to be utilised;
and

e The on-costs included in the employee provision calculations for the year ended 30 June
2024 have not been updated for the increase in the statutory superannuation guarantee
percentage

Findings in respect of the leave accrual were first raised in 2019.
Rating: Moderate (2023: Moderate)

Implication

Excessive accrued annual leave balances increase the risk of an adverse impact through
excessive liabilities and may also indicate over-reliance on key individuals. It is important for
staff to take regular leave for their health and wellbeing, and to develop staff to perform the
tasks of others. Fraud can also be more easily concealed by staff who do not take leave.

Additionally, there is an increased risk of misstatement within the accounting records of the
Shire in respect of employee entitlement balances due to the other reconciliation and
calculation matters noted above.

Recommendation
The Shire should continue to manage and monitor the excessive annual leave balances.

Additionally, the Shire should review the calculation of Long Service Leave and Annual Leave
ensuring all long service leave taken is correctly recorded and correct pay rates and on-costs
are used.

Management comment

The Shire will manage and monitor leave balances and work with staff to reduce their leave
balances.

The Shire will also implement a payroll reconciliation in 2026.

Responsible officer: CEO
Completion date: Ongoing
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

13. Payroll exceptions

Finding
Our audit testing of a sample of payroll transactions identified the following exceptions:

¢ 1 out of 8 samples tested where there was not an updated authorised payroll deduction
form for Salary Sacrifice Superannuation; and

¢ 1 instance out of 8 samples tested where an employee contract was not signed as
executed by the CEO or the employee.

Findings in respect of payroll were first raised in 2019.
Rating: Moderate (2023: Moderate)

Implication

The absence of appropriate and approved documentation to support payroll deductions
increases the risk that amounts are incorrect. This could lead to financial loss for the Shire
and/or disputes with employees.

Furthermore, there is an increased risk that employee remuneration and / or wages paid do not
reflect the wages approved by the Shire.

Recommendation
All amounts to be deducted from employee wages should be supported by a signed letter of
request (or equivalent) from the employee.

Additionally, we recommend an employee contract be executed and retained in the employee
file.

Management comment
The Shire has improved this process. A review of the process will occur when time permits.

Responsible officer: CEO
Completion date: July 2024 and December 2026
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

14. Fuel cards

Finding
Our inquiries during our audit procedures identified that there is currently no fuel card policy,
nor are there agreements with employees to set out the appropriate use of fuel cards.

This finding was first raised in 2023.
Rating: Minor (2023: Minor)

Implication

e Non-compliance with Regulation 13(1) of the Local Government (Finance Management)
Regulations 1996.

¢ Risk that error, fraud or inappropriate use of fuel cards may not been detected on a timely
basis.

Recommendation

We recommend a formal fuel card policy be developed and communicated to all staff, and that
all staff that are issued a fuel card sign an agreement that sets out the appropriate use of the
card.

Management comment
The fuel cards are restricted to diesel fuel with a daily limit purchase. A policy and agreement
will be done when time permits.

Responsible officer: CEO
Completion date: June 2027
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ATTACHMENT

SHIRE OF YALGOO
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2024
FINDINGS IDENTIFIED DURING THE AUDIT

15. Termination checklist

Finding

Our testing identified one instance where there was no formal termination checklist completed
upon the employee’s departure, ensuring all tasks relating to the employee’s termination have
been completed.

This finding was first raised in 2021.
Rating: Minor

Implication
Risk that tasks required to be undertaken following an employee’s departure are not completed
on a timely basis.

Recommendation

We recommend a formal termination checklist be completed and signed off upon departure of
an employee. Items that may be included on the termination checklist would vary according to
the individual employee role, and may include sign off in respect to:

e Return of laptop, computers and accessories;

¢ Return of gate key / office key and updating of the register;

e Return of business cards;

e Removal from IT access;

¢ Redirect team member’'s emails for a period to an alternative employee;

e Disable team member from company login system;

¢ Update payroll database to remove the employee from the list of active employees;
e Email team member for updated postal address if required;

e Alarm codes to be deactivated.

Management comment
This will hopefully be implemented in 26/27.

Responsible officer: CEO
Completion date: June 2027
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Agenda — Audit Committee Meeting — Friday 27" March 2026

URGENT BUSINESS

MEETING CLOSURE
There being no further business the Shire President declared the Audit
Committee Meeting closed at.





