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ATTACHMENT 3

RESPONSIBILITY: MAYOR Inwards Mail
FACTION: ASSIGNED - No Written response. Must record action
“CC: CEO Inwards Mail;Financial Services Inwards Mail J

Office of the Auditor General

Serving the Public Interest

Our Ref: 7897

7th Floor, Albert Facey House
469 Wellington Street, Perth

Hon Albert Jacob JP Mail to: Perth BC
Mayor PO Box 8489
City of Joondalup PERTH WA 6849
PO Box 21 Tel: (08) 6557 7500
JOONDALUP WA 6919 Fax: (08) 6557 7600

Email: info@audit.wa.gov.au

Dear Mayor

ANNUAL FINANCIAL REPORT
INTERIM AUDIT RESULTS FOR THE YEAR ENDING 30 JUNE 2019

We have completed the interim audit for the year ending 30 June 2019. We performed this
phase of the audit in accordance with our audit plan. The focus of our interim audit was to
evaluate the overall control environment, but not for the purpose of expressing an opinion on
the effectiveness of internal control, and to obtain an understanding of the key business
processes, risks and internal controls relevant to our audit of the annual financial report.

Management Control Issues

| would like to draw your attention to the attached listing of deficiencies in internal control and
other matters that were identified during the course of the interim audit. These matters have
been discussed with management and their comments have been included on the attachment.
The matters reported are limited to those deficiencies that were identified during the interim
audit that we have concluded are of sufficient importance to merit being reported to
management. Some of the matters may be included in our auditor’s report in accordance with
section 7.9(2) of the Local Government Act 1995 or regulation 10(3)(a) and (b) of the Local
Government (Audit) Regulations 1996. If so, we will inform you before we finalise the report.

This letter has been provided for the purposes of your local government and may not be
suitable for other purposes.

We have forwarded a copy of this letter to the CEQ. A copy will also be forwarded to the
Minister for Local Government when we forward our auditor’s report on the annual financial
report to the Minister on completion of the audit.

Feel free to contact me on 6557 7515 if you would like to discuss these matters further.

Yours faithfully

/

VINCE TURCO

SENIOR DIRECTOR

FINANCIAL AUDIT
& July 2019

Attach
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ATTACHMENT

CITY OF JOONDALUP
PERIOD OF AUDIT: 1 JULY 2018 TO 30 JUNE 2019
FINDINGS IDENTIFIED DURING THE COURSE OF THE INTERIM AUDIT

INDEX OF FINDINGS RATING

| Matters identified during the Current Audit Significant | Moderate Minor

1. Fixed assets below $5,000 N

2. Stocktake of fixed assets v

3. Protocol — Use of corporate credit cards J

Matters outstanding from Previous Audits

4. Monthly Statement of Financial Activity | ] | v

\
|
|
i
| 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.

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

CITY OF JOONDALUP
PERIOD OF AUDIT: 1 JULY 2018 TO 30 JUNE 2019
FINDINGS IDENTIFIED DURING THE COURSE OF THE INTERIM AUDIT

FINDINGS
1. Fixed Assets below $5,000

Finding

From 1 July 2018, Regulation 17A(5) of the Local Government (Financial Management)
Regulations 1996 now requires assets with a fair value at the date of acquisition under $5,000
to be excluded from the assets of a iocal government entity.

During our interim audit we reviewed the May 2018 fixed asset register and noted
approximately 516 individual assets with a fair value at acquisition below $5,000 remain in the
register.

Rating: Significant

Implication ,

Non-compliance with Regulation 17A(5) of the Local Government (Financial Management)
Regulations 1996, in addition assets are likely to be misstated.

Recommendation
Management should review the asset register and ensure any assets acquired with a fair value
under $5,000 are excluded from the register.

Management Comment
Noted. The City is in the process of reviewing these Property, Plant and Equipment assets to
exclude those with an acquisition value under $5,000.

The City remains of the view that retrospective application of Regulation 17A(5) to assets
acquired prior to 1 July 2018 was not the intention of the legisiation. It is noted that the
Regulation makes no provision for assets such as Artworks, which comprise nearly 87% of the
value of assets identified in the finding, that may be acquired for values under $5,000 but which
are likely to appreciate in value over time.

The rating is considered moderate or minor, rather than significant, as the value of the assets
identified in the finding above is not material relative to the overall value of assets reported in
the City’s financial statements and does not constitute a significant risk to the City.

Responsible Person: Roney Oommen
Completion Date: 31 July 2019
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ATTACHMENT

CITY OF JOONDALUP
PERIOD OF AUDIT: 1 JULY 2018 TO 30 JUNE 2019
FINDINGS IDENTIFIED DURING THE COURSE OF THE INTERIM AUDIT

2. Stocktake of fixed assets

Finding

From our review of the City’s asset controls and procedures, we identified that there is
currently no documented stocktake process in place. We also noted that there is a large
number of assets on the City’s asset registers that have a written down value of zero.

Rating: Moderate

implication

The absence of a policy outlining a periodic asset stocktake process means that discrepancies
between the accounting and physical records will not be detected and corrected on a timely
basis. This could result in failure to detect theft or loss and/or mlsrepresentatlon of asset
balances in the annual financial report.

Recommendation
The City should ensure that a policy is developed to carry-out penodlc stocktakes that verify
the existence of assets and their current condition.

Assets that carry a written down value of zero should be removed from the fixed asset registers
for financial reporting purposes.

Management Comment
Noted and the City will develop an appropriate asset stocktake protocol as recommended.

While there are some assets that are written down to zero, the City believes it is appropriate for
these to remain on the asset register as long as they are still in existence and being used. In
some cases these may be components of larger facility assets. For financial reporting
purposes, these are no longer included in reported asset values having being written down to
zero.

Responsible Person: Roney Oommen
Completion Date: 31 December 2019
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ATTACHMENT

CITY OF JOONDALUP
PERIOD OF AUDIT: 1 JULY 2018 TO 30 JUNE 2019
FINDINGS IDENTIFIED DURING THE COURSE OF THE INTERIM AUDIT

3. Protocol ~ Use of corporate credit cards

Finding

From our review of the City’s credit card controls and procedures, we noted that the City’s
Protocol for use of credit cards was last reviewed in September 2014. There have since been
changes to cardholder positions, credit limits and reviewing/approving officers which have been
appropriately authorised, but not reflected within the Protocol document.

Rating: Minor

Implication

Outdated policy and protocols may result in inconsistent application of the City’s intended
controls and processes, potentially leading to errors or non-compliance.

Recommendation

The City should ensure that the Protocol for use of corporate credit cards is updated to reflect
current practices. All policies and protocols should also be reviewed and updated on a regular
basis.

Management Comment
This is acknowledged and the City will update the Use of Corporate Credit Cards protocol, and
also implement a process to review on a regular basis.

Responsible Person: Roney Oommen
Completion Date: 31 December 2019
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ATTACHMENT

CITY OF JOONDALUP
PERIOD OF AUDIT: 1 JULY 2018 TO 30 JUNE 2019
FINDINGS IDENTIFIED DURING THE COURSE OF THE INTERIM AUDIT

4. Monthly Statement of Financial Activity

Finding

We noted the statement of financial activity for the month of November 2017 was not
presented to Council within 2 months as required by Local Government (Financial
Management) Regulation 34(4).

Update - 2019
We noted the statement of financial activity for the month of November 2018 was presented at
the February 2019 Council meeting, which exceeds 2 months.

Rating: Minor

Iimplication

Actions or decisions required as a result of information in these reports may not be carried out
in a timely manner.

Recommendation
To help ensure timely presentation of information to Council and compliance with statutory
provisions, this requirement should be addressed in the future.

Management Comment

This is noted and acknowledged. Due to the Christmas and New Year period the Council
traditionally meets too early in December for the November Activity Statement to be reported at
that meeting and Council does not meet again until February. Specifically, on this occasion the
November 2018 report was presented to the next available Council meeting after the
completion of the report in February 2019. This has been the case for many years and is
common to a number of other local governments. The City has proposed, in the review of the
Local Government Act 1995, that this requirement be amended to accommodate this scenario.

Action in response to matters identified by management reporting are not solely dependent on
the Financial Activity Statement reported to Council. February also coincides with the Mid-year
Budget Review which is workshopped in detail with Elected Members and reported to February
Council.

Responsible Person: Roney Oommen
Completion Date: Completed
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