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 AGENDA 

FOR AUDIT COMMITTEE MEETING TO BE HELD ON 

11 OCTOBER 2016 AT 6:30 PM 

IN COMMITTEE ROOMS, 12 JAMES STREET, SALISBURY 

MEMBERS 

Mr P Brass (Chairman) 

Ms K Briggs 

Mr C Johnson (Deputy Chairman) 

Cr G Caruso 

Cr G Reynolds  

 

REQUIRED STAFF 

Chief Executive Officer, Mr J Harry 

General Manager Business Excellence, Mr C Mansueto 

Business Analyst - Internal Audit & Risk, Mr G Kendall 

Manager Governance, Ms T Norman 

Manager Financial Services, Ms K George 

Senior Accountant, Mr T Aplin 

  

APOLOGIES  

An apology has been received from Mr P Brass. 

LEAVE OF ABSENCE    

PRESENTATION OF MINUTES 

Presentation of the Minutes of the Audit Committee Meeting held on 12 July 2016.  
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REPORTS 

Administration 

4.0.1 Future Reports for the Audit Committee of Council ............................................... 7  

Reports 

4.2.1 End of Financial Year Statements and Analysis ..................................................... 9 

4.2.2 Financial Internal Controls Report 2016, prepared by Deloitte ............................ 91 

4.2.3 Report to the Audit Committee for the year ended 30 June 2016, prepared 

by Deloitte ........................................................................................................... 101  

OTHER BUSINESS   

CLOSE 
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MINUTES OF AUDIT COMMITTEE MEETING HELD IN COMMITTEE ROOM 1,  

12 JAMES STREET, SALISBURY ON 

12 JULY 2016 

 

MEMBERS PRESENT 

Mr P Brass (Chairman) 

Ms K Briggs (via telephone) 

Mr C Johnson (Deputy Chairman)  

 

STAFF 

General Manager Business Excellence, Mr C Mansueto 

Manager Governance, Ms T Norman 

Business Analyst - Internal Audit & Risk, Mr G Kendall 

  

The meeting commenced at 6:13pm. 

The Chairman welcomed the members, staff and the gallery to the meeting. 

 

APOLOGIES  

Apologies were received from Cr G Caruso and Cr G Reynolds.  

LEAVE OF ABSENCE  

Nil 

PRESENTATION OF MINUTES 

 Moved Mr C Johnson 

Seconded Ms K Briggs 

The Minutes of the Audit Committee Meeting held on 12 April 2016, be 

taken and read as confirmed. 

 

  
CARRIED 
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REPORTS 

Administration 

4.0.1 Future Reports for the Audit Committee of Council 
 

 
Moved Mr C Johnson 

Seconded Ms K Briggs 

1. The information be received. 

 

  CARRIED 

Reports 

4.2.1 Report on the External Review of Internal Audit 
 

 
Moved Ms K Briggs 

Seconded Mr C Johnson 

1. The information be received. 

2. A new item be included on the Audit Committee of Council 

Agenda, reporting on new and emerging risks at each Audit 

Committee meeting. 

 

  CARRIED 
 

4.2.2 Audit Committee Self-Assessment Questionnaire 
 

 
Moved Mr C Johnson 

Seconded Ms K Briggs 

1. The information be received. 

 

  CARRIED 
 

4.2.3 Internal Audit Plan 
 

 
Moved Mr C Johnson 

Seconded Ms K Briggs 

1. The information be received. 

 

  CARRIED 
 

4.2.4 Internal Audit Annual Review and 2016/17 work schedule 
 

 
Moved Ms K Briggs 

Seconded Mr C Johnson 

1. The information be received. 

2. The schedule of Risk Management and Internal Control Activities 

2016-17, as set out in Attachment 2 to this report (Item No. 4.2.4, 

Audit Committee 12/07/2016), be endorsed. 

 

  CARRIED 
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OTHER BUSINESS  

ACOB1 Confidential Verbal Briefing – RAAF Base Edinburgh 

Moved Mr C Johnson 

Seconded Ms K Briggs 

1. Pursuant to Section 90(2) and (3)(b)(i) and (ii) of the Local Government Act 1999, the 

principle that the meeting should be conducted in a place open to the public has been 

outweighed in relation to this matter because: 

-  it relates to information the disclosure of which could reasonably be expected to confer a 

commercial advantage on a person with whom the council is conducting, or proposing to 

conduct, business, or to prejudice the commercial position of the council; 

and 

- information the disclosure of which would, on balance, be contrary to the public interest. 

2. In weighing up the factors related to disclosure, 

- disclosure of this matter to the public would demonstrate accountability and transparency of 

the Council's operations; 

- non disclosure of discussion and consideration of the verbal briefing relating to the RAAF 

Base Edinburgh contamination issue would protect Council’s commercial interests relating 

to the operations of Salisbury Water. 

On that basis the public's interest is best served by not disclosing the Confidential Verbal 

briefing – RAAF Base Edinburgh at this point in time. 

3. Pursuant to Section 90(2) of the Local Government Act 1999 it is recommended the Council 

orders that all members of the public, except staff of the City of Salisbury on duty in 

attendance, be excluded from attendance at the meeting for this Agenda Item. 

CARRIED 

Mr P Brass declared a perceived conflict of interest on the basis that GHD has been engaged 

by Department of Defence to perform a review associated with this matter, and GHD is a 

member of Water Research Australia.  Mr Brass chose to manage the perceived conflict of 

interest by declaring it on the public record and remaining in the meeting. 

ACOB1 RAAF Base Edinburgh Verbal Briefing  

 Moved Mr C Johnson 

Seconded Ms K Briggs 

That the information be received. 

 

  
CARRIED 

Mr P Brass voted in FAVOUR of the MOTION. 

The majority of members present voted in FAVOUR of the MOTION. 

The meeting closed at 7.28pm. 

CHAIRMAN……………………………………. 

 

DATE……………………………………………. 
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ITEM 4.0.1 

AUDIT COMMITTEE   

DATE 11 October 2016 

HEADING Future Reports for the Audit Committee of Council 

AUTHOR Michelle Woods, Projects Officer Governance, CEO and 

Governance  
 

CITY PLAN LINKS 4.4 To ensure informed and transparent decision-making that is 

accountable and legally compliant 

SUMMARY This item details reports to be presented to the Audit Committee of 

Council as a result of a previous Council resolution.  If reports have 

been deferred to a subsequent meeting, this will be indicated, along 

with a reason for the deferral. 
 

RECOMMENDATION 

1. The information be received. 
 

ATTACHMENTS 

There are no attachments to this report.  
 

1. BACKGROUND 

1.1 A list of resolutions requiring a future report to Council (via the Audit 

Committee) is presented to each meeting for noting. 

2. REPORT 

2.1 At the time of preparing this report, there are currently no resolutions of Council 

requiring a further report to be presented to the Audit Committee. 

3. CONCLUSION / PROPOSAL 

3.1 Future reports for the Audit Committee of Council have been reviewed and there 

are none that require a report to be presented to the Audit Committee. 

 

CO-ORDINATION 

Officer:   Executive Group MG   

Date: 04/10/2016  19/09/2016   
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ITEM 4.2.1 

AUDIT COMMITTEE   

DATE 11 October 2016  

HEADING End of Financial Year Statements and Analysis 

AUTHORS Tim Aplin, Senior Accountant, Business Excellence 

Kate George, Manager Financial Services, Business Excellence  
 

CITY PLAN LINKS 4.4 To ensure informed and transparent decision-making that is 

accountable and legally compliant 

4.5 To apply business and resource management that enables 

excellent service delivery and financial sustainability 

SUMMARY This report and the associated attachments, provides the Audit 

Committee with the information required to review the Annual 

Financial Statements for 2016 in accordance with the requirements 

of the Local Government Act 1999. 
 

RECOMMENDATION 

1. The information be received. 

2. In accordance with Section 126(4)(a) of the Local Government Act 1999 the Audit 

Committee advises that it has reviewed the annual financial statements of the Council 

for the year ended 30 June 2016 and is satisfied they present fairly the state of affairs of 

Council. 

3. In accordance with Regulation 22 of the Local Government (Financial Management) 

Regulations 2011 clauses (3) (a) and (4), that the Chief Executive Officer and the Chair 

of the City of Salisbury Audit Committee sign the statement to certify the independence 

of the Council Auditor, Deloitte Touch Tohmatsu. 

 
 

ATTACHMENTS 

This document should be read in conjunction with the following attachments: 

1. Proposed Council General Business Item 1  

2. Financial Statements for the Year Ended 30 June 2016   
 

1. BACKGROUND 

1.1 Section 126(4) of the Local Government Act 1999 details the functions of an audit 

committee which includes 

(a) reviewing the annual financial statements to ensure that they present 

fairly the state of affairs of the council 
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1.2 The Local Government (Financial Management) Regulations 2011 Regulation 22 

part 3 requires annually that the chief executive officer and the presiding member 

of the audit committee certify the independence of the council auditor for the 

respective financial year. 

 

2. CONSULTATION / COMMUNICATION 

2.1 Internal 

2.1.1 This report provides the mechanism for consultation and communication 

with the Audit Committee regarding the City of Salisbury’s Annual 

Financial Statements for the year ending 30 June 2016. 

2.2 External 

2.2.1 The Annual Financial Statements have been reviewed by Council’s 

external Auditor Deloitte Touche Tohmatsu (Deloitte). 

3. REPORT 

3.1 The City of Salisbury’s Annual Financial Statements for 2016 have been prepared 

in accordance with the Local Government Act 1999, the Local Government 

(Financial Management) Regulations 2011, the Australian Accounting Standards 

and the South Australian Model Financial Statements 2016. 

3.2 The City of Salisbury’s Audit Committee is required under section 126(4)(a) of 

the Local Government Act 1999 to review the annual financial statements to 

ensure that they present fairly the state of affairs of the Council. 

3.3 Our external auditors, Deloitte, have conducted their review of the Annual 

Financial Statements for 2016, and are awaiting the Audit Committees review 

prior to signing their audit opinion, after which the Annual Financial Statements 

for 2016 can be certified and then adopted by Council. 

3.4 The Chief Executive Officer and the Mayor will sign the Certification of Annual 

Financial Statements following the Audit Committee review, and it should be 

noted that this is also required by Deloitte prior to them furnishing their audit 

opinions on the Annual Financial Statements and Internal Control for 2016. 

3.5 A timeline shown below demonstrates the process that is required to be followed 

to sign off the Annual Financial Statements for 2016. 
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Sign off Process Annual Financial Statements for 2015/16 

 

3.6 An analysis of the Annual Financial Statements and results for the year will be 

presented to Council on 24 October 2016, and a copy of that report is attached to 

this report for the Audit Committee’s reference and review. 

3.7 Following discussions and advice from Deloitte, the Annual Financial Statements 

for 2015/16 include a restated Statement of Financial Position for the 2014/15 and 

2013/14 Financial Years.  Further, all of the comparative information where 

applicable throughout the Annual Financial Statements has been restated for the 

2014/15 Financial Year. The reasoning behind these adjustments is disclosed in 

the attached report under Section 4 ‘Restatement of Prior Year Statements’ and 

also disclosed in Note 22 of the attached Annual Financial Statements for 2016.  

3.8 Independence of Council Auditor 

3.8.1 Regulation 22 of the Local Government (Financial Management) 

Regulations 2011 provide in clauses (3) (a) and (4) that: 

(3)  The following persons must each provide, on an annual basis, a 

statement that provides a certification as to compliance for the 

relevant financial year with the requirement that the auditor be 

independent of the council, council subsidiary or regional subsidiary 

(as the case may be): 

(a) In a case involving a council or council subsidiary – the chief 

executive officer of the relevant council and the presiding 

member of the audit committee of the relevant body; 
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(4)  A statement under sub-regulation (3) must accompany the financial 

statements for the relevant body. 

3.8.2 The City of Salisbury has engaged Deloitte to provide external audit 

services and also recently engaged Deloitte to provide taxation advice 

relative to the 2017 financial Year, and specifically in relation to GST on 

Property Sales. As part of the due diligence involved in accepting the 

taxation engagement, Deloitte reviewed whether their independence 

would be compromised by accepting the engagement and was satisfied 

that since the two engagements are separate, under the responsibility of 

different partners, and that they are only engaged to provide audit 

services work in the 2016 financial year whilst the taxation advice relates 

to the 2017 financial year, then their independence would be maintained. 

This will further be certified in Deloitte’s Independence Declaration.  

3.8.3 Accordingly it is recommended that the Chief Executive Officer and the 

Chair of the Audit Committee co-sign the following statement: 

‘To the best of our knowledge and belief, we confirm that, for the purpose 

of the audit of the City of Salisbury for the year ended 30th June 2016, 

the Council’s Auditor, Deloitte Touche Tohmatsu, has maintained its 

independence in accordance with the requirements of the Local 

Government Act 1999 and the Local Government (Financial 

Management) Regulations 2011 made under that Act.’ 

‘This statement is prepared in accordance with the requirements of 

Regulation 22 (3) Local Government (Financial Management) 

Regulations 2011’. 

 

4. CONCLUSION / PROPOSAL 

4.1 The Annual Financial Statements for the year ended 30 June 2016 have been 

prepared by Council staff and have been audited by the City of Salisbury’s 

external auditor Deloitte Touche Tohmatsu. Following the review of the Annual 

Financial Statements for 2016 by the Audit Committee, the Statements will be 

certified by the Chief Executive Office and the Mayor and then Deloitte will sign 

their audit opinion. 

4.2 It is appropriate for the City of Salisbury’s Audit Committee following their 

review of the Financial Statements to endorse, in accordance with Section 126 

(4)(a) of the Local Government Act 1999, that they present fairly the state of 

affairs of Council and also that the external auditor’s independence be certified in 

accordance with Regulation 22 of the Local Government (Financial Management) 

Regulations 2011. 

 

CO-ORDINATION 

Officer:         

Date:       
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ITEM 4.2.2 

AUDIT COMMITTEE   

DATE 11 October 2016  

HEADING Financial Internal Controls Report 2016, prepared by Deloitte 

AUTHOR George Kendall, Business Analyst - Internal Audit & Risk, CEO 

and Governance  
 

CITY PLAN LINKS 4.4 To ensure informed and transparent decision-making that is 

accountable and legally compliant 

SUMMARY Section 125 of the Local Government Act 1999 (the Act) requires 

councils to ensure that “appropriate policies, practices and 

procedures of internal control are implemented and maintained”.  

In order to verify the compliance with this requirement, the City of 

Salisbury has engaged the services of Deloitte to conduct an audit 

on financial internal controls as a part of the 2016 end of financial 

year external audit, and report their findings to the Audit 

Committee of Council. 

 This report presents a copy of Deloitte’s report on the City of 

Salisbury’s financial internal controls for 2015-16.  Overall no 

findings were made by Deloitte and an unqualified opinion will be 

given on the City of Salisbury’s financial internal controls. 
 

RECOMMENDATION 

1. The information be received. 

 
 

ATTACHMENTS 

This document should be read in conjunction with the following attachments: 

1. City of Salisbury - 2016 Internal Controls Assessment, Final Report   
 

1. BACKGROUND 

1.1 The City of Salisbury has implemented the South Australian Local Government 

Financial Management Group (SALGFMG) Better Practice Model – Financial 

Internal Controls in order to comply with section 125 of the Act.  This model 

defines financial internal controls either as core or additional controls. 

1.2 Core controls are defined as; the most important controls for Councils of all sizes 

and locations. Councils must consider implementing these controls and if not 

adopted, the reasons for this must be documented and reassessed on a regular 

basis. 
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1.3 Additional controls are defined as applicable; dependent on risk profile, size and 

functions of Council. For controls that are clearly not applicable (e.g. relate to a 

function not carried out by Council), there is no need to document this fact. If the 

control could be applicable to Council but is not adopted, the reasons for not 

adopting should be documented and reassessed on a regular basis. 

1.4 Deloitte have audited the City of Salisbury’s compliance with the requirements of 

section 125 of the Act in relation to the financial internal controls over the: 

- receipt, expenditure and investment of money,  

- acquisition and disposal of property; and  

- incursion of liabilities  

for the period 1 July 2015 to 30 June 2016.  The nature of this part of the end of 

financial year external audit, was a compliance audit, conducted in line with the 

applicable Australian Standards on Assurance Engagements ASAE 3100 

Compliance Engagements, issued by the Australian Auditing and Assurance 

Standards Board. 

1.5 All South Australian councils have to have an external audit of their financial 

internal controls.  The final report from Deloitte on the City of Salisbury’s 

financial internal controls for 2015-16 is Attachment 1 to this report. 

2. REPORT 

2.1 The procedures used by Deloitte to audit financial internal controls included; 

 obtaining an understanding of controls in relation to; 

- the receipt expenditure and investment of money; 

- the acquisition and disposal of property and the incursion of liabilities; 

 evaluating management’s assessment of these controls; 

 assessing the risk that a material weakness exists; 

 testing the design and operating effectiveness of controls on a sample basis. 

2.2 These procedures were used by Deloitte to test samples of core controls across all 

categories, with a specific emphasis this year on the Strategic Financial Planning 

and Liabilities categories.  The sample of core controls tested represented just 

over 63% of the core controls that apply to the City of Salisbury.  In this instance 

no additional controls were tested. 

2.3 Out of 194 core controls, 123 were tested by Deloitte and no findings were made.  

Deloitte confirmed that an unqualified financial internal controls opinion will be 

provided. 

2.4 The financial internal controls opinion will be provided by Deloitte after the Audit 

Committee of Council has reviewed the financial statements and all of the 

following documents have been sent to them; 

 Auditor Independence Statement signed by the CEO and Chairman of the 

Audit Committee; 

 Financial Statements certified by the Mayor and the CEO;  

 Management Representation Letter signed by the CEO and the General 

Manager Business Excellence. 
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3. CONCLUSION / PROPOSAL 

3.1 The overall result of the financial internal controls audit was that no findings were 

made by Deloitte and an unqualified opinion will be given on financial internal 

controls.  This represents an excellent achievement for the City of Salisbury and is 

a testament to the effort expended by all those involved with the implementation, 

administration, assessment and review of financial internal controls, but 

particularly staff within the Financial Services Division. 

 

CO-ORDINATION 

Officer:   MG Exec     

Date: 15/09/2016 4/10/2016     
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ITEM 4.2.3 

AUDIT COMMITTEE   

DATE 11 October 2016  

HEADING Report to the Audit Committee for the year ended 30 June 2016, 

prepared by Deloitte 

AUTHOR George Kendall, Business Analyst - Internal Audit & Risk, CEO 

and Governance  
 

CITY PLAN LINKS 4.4 To ensure informed and transparent decision-making that is 

accountable and legally compliant 

SUMMARY Deloitte have been engaged by the City of Salisbury to perform an 

end of financial year audit on the financial statements, financial 

internal controls and the acquittals of certain specific grants 

programs, with the findings to be reported to the Audit Committee 

of Council.   

 This report presents a copy of Deloitte’s Report to the City of 

Salisbury’s Audit Committee of Council for the year ended 30 June 

2016.  It provides a high level summary of all the work they have 

undertaken at the financial year end and identifies any key findings.  
 

RECOMMENDATION 

1. The information be received. 

 
 

ATTACHMENTS 

This document should be read in conjunction with the following attachments: 

1. City of Salisbury Report to the Audit Committee for the year ended 30 June 2016   
 

1. BACKGROUND 

1.1 The City of Salisbury has engaged Deloitte to perform a financial statement audit 

for the year ended 30 June 2016 in accordance with Australian Auditing 

standards.  Deloitte have to express an opinion on whether the financial report of 

Council has been prepared in accordance with Australian Accounting Standards, 

the Local Government Act 1999 (the Act) and the Local Government (Financial 

Management) Regulations 2011 (the Regulations). 

1.2 In addition to the financial statements audit a compliance audit is conducted on 

the financial internal controls of the City of Salisbury for the year 1 July 2015 to 

the 30 June 2016, to ensure that they are in line with the requirements of the South 

Australian Local Government Financial Group (SALGFMG) Better Practice 

Model and section 125 of the Act. 
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1.3 Deloitte also reviewed the acquittal of certain specific grant programs within the 

2015-16 financial year. 

1.4 The transmittal letter within the report contains the following sentence: 

“We have prepared this report solely for the use of the Committee and it 

would be inappropriate for this report to be made available to third parties 

and, if such a third party were to obtain a copy without our prior written 

consent, we would not accept responsibility for any reliance that they might 

place on it.” 

Deloitte have been advised that the City of Salisbury has a legislative obligation 

to “publish the notice and the agenda for the meeting on a website determined by 

the chief executive officer” (s.84(1a)(b) Local Government Act 1999) which 

means the report will be made available to third parties in order to meet that 

legislative obligation. 

2. REPORT 

2.1 Specific reports on the analysis of the City of Salisbury’s financial statements and 

financial internal controls provide in depth information on these two areas and can 

be found under agenda items 4.2.1 and 4.2.2 respectively.  The attachment to this 

report provides a high level summary of the key areas of focus and main findings 

from the work undertaken by Deloitte. 

2.2 Deloitte were provided with full access to staff and documentation throughout 

their work.   

2.3 Confirmation of Deloitte’s independence is also provided in the report, in 

compliance with the Code of Ethics for Professional Accountants, the Act and the 

Regulations. 

3. CONCLUSION / PROPOSAL 

3.1 Overall the work performed by Deloitte on the City of Salisbury’s financial 

statements, financial internal controls and small grants programs highlighted no 

findings.  This will result in the City of Salisbury achieving unqualified audit 

opinions on both the financial statements and financial internal controls.  In 

addition no findings were identified with the small grants programs audited.   

 

CO-ORDINATION 

Officer:   MG Exec      

Date: 30/09/2016 4/10/2016     
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