




































































































 
 

Auditor General 
 

INDEPENDENT AUDITOR’S REPORT 

2022 

Shire of Kondinin 

To the Councillors of the Shire of Kondinin 

Opinion 

I have audited the financial report of the Shire of Kondinin (Shire) which comprises: 
 

• the Statement of Financial Position at 30 June 2022, the Statement of Comprehensive 
Income by Nature or Type, Statement of Changes in Equity, and Statement of Cash Flows 
and Rate Setting Statement for the year then ended 

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

 

In my opinion, 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 2022 and its financial position at the end of that period 

• 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 opinion 

I 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. 

 

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

 

Other information 

The Chief Executive Officer (CEO) 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 2022, but not the financial report and my auditor’s report. 

 
My opinion on the financial report does not cover the other information and, accordingly, I 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 I have performed, I conclude that there is a material misstatement of this 
other information, I am required to report that fact. I did not receive the other information prior to 
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the date of this auditor’s report. When I do receive it, I will read it and if I conclude that there is a 
material misstatement in this information, I 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, I 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 of the Shire is responsible for: 

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

• 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: 

• assessing the Shire’s ability to continue as a going concern 

• disclosing, as applicable, matters related to going concern 

• 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. 

 
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 control 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 ASQC 1 
Quality Control for Firms that Perform Audits and Reviews of Financial Reports and Other 
Financial Information, and Other Assurance Engagements, the Office of the Auditor General 
maintains a comprehensive system of quality control including documented policies and 
procedures regarding compliance with ethical requirements, professional standards and 
applicable legal and regulatory requirements. 

http://www.auasb.gov.au/auditors_responsibilities/ar4.pdf
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Matters relating to the electronic publication of the audited financial report 

This auditor’s report relates to the financial report of the Shire of Kondinin for the year ended 
30 June 2022 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. 

 

Patrick Arulsingham 

Senior Director Financial Audit 

Delegate of the Auditor General for Western Australia 

Perth, Western Australia 
16 December 2022 
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INDEX OF FINDINGS RATING 

Current Year Issue Significant Moderate Minor 

1. Fair value of land, buildings and infrastructure 
assets – frequency of valuations 

  

   

Prior year issue   

2. Excessive annual leave balance   

 
 
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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Current Year Issue 
 
1. Fair Value of Land, Buildings and Infrastructure Assets - Frequency of Valuations 
 
Finding 
The Shire has not performed an assessment to determine whether its land, buildings and 
infrastructure assets represent fair value.   
 
Rating: Significant 
Implication 
Without a robust assessment of fair value of the Shire’s land, buildings and infrastructure 
assets there is a risk that the fair value of land, buildings and infrastructure assets may not 
have been assessed adequately and in compliance with AASB 13 Fair Value Measurement, as 
well as Regulation 17A(4)(b) of the Local Government (Financial Management) Regulations 
1996 (the Regulations). 
 
Recommendation 
The Shire consider implementing as part of the preparation of financial statements a formal 
robust process to determine whether indicators exist annually, that would trigger a requirement 
to perform a formal revaluation of land, buildings and Infrastructure Assets.  Where indicators 
exist a robust fair value assessment should be performed capturing the requirements of AASB 
13 Fair Value Movements.  This process is to ensure that the Shire’s land, buildings and 
infrastructure assets are recorded at fair value in compliance with AASB 13 Fair Value 
Measurement and the Regulations.    
 
This may entail obtaining relevant input from an independent valuer as to whether or not they 
consider there are any prevailing market factors which may indicate that the fair values of 
relevant assets are likely to have been impacted to any significant / material extent from the 
prior year.  Where a fair value assessment has been performed internally the Shire may 
consider having this assessment peer reviewed by an independent valuer to obtain assurance 
over the valuation methodology applied, inputs and the reasonableness of the valuation model 
applied.  
 
Management comment 
The above finding was based on the audit question raised to the Shire by the auditor on email 
dated 29/11/2022, which the Shire responded,  
“As a small local government, the Shire of Kondinin has no in-house expertise to rely on for the 
fair value assessment of its assets.  Thus, the Shire would need to engage the services of an 
independent valuer as it is not in a position to perform the task.” 
 
Based on a 5-year cycle of assets revaluation, the Shire’s infrastructure assets is scheduled to 
be revalued before the end of 2022-23, while land and buildings in 2024-25.   
 
It is management’s opinion that having these assets reassess by an independent valuer prior 
to its revaluation cycle would trigger revaluation of the whole asset groups which would add 
financial burden to the Shire and additional workload to staff. This process would also be 
questioned as it may be a conflict of interest to ask a service provider if the service is required 
as it would be in the best interest to recommend the action. 
 
Responsible person:  Tory Young, Manager of Planning and Assets 
Completion date:  30 June 2022 
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Prior Year Issue 
 
2. Excessive Annual Leave Balance 
 
Finding 
2022 
The issue is still unresolved. 
 
2021 
During our testing on employee leave provisions, we noted that 1 of the 33 employees had 
annual leave balances in excess of 8 weeks (40 days) at year end. 
 
The Local Government Industry Award 2010 deems an employee’s leave accrual to be excessive 
if the employee has accrued more than 8 weeks. 
 
We note that the management have processes in place to identify and monitor staff that have 
accrued excessive annual leave balances and have taken appropriate action. 
 
Rating: Minor 
Implication 
Excessive annual leave balances may have adverse effects on the Shire including: 

• key staff not being rotated, a preventive control against fraud; 

• health and safety concerns with staff members not taking their annual leave entitlements; 

• increase the Council’s costs given salary rises and increments over time  
 
Recommendation 
The Shire should ensure that employees take leave in a timely manner and excessive leave 
balances are cleared in accordance with the Shire’s policy. 
 
Management’s Comments 
Management noted that particular staff had not taken his annual leave on a timely manner due 
to pandemic which limit travelling to his preferred places.  He recently used up a couple of 
weeks leave and is planning to use four or more weeks early next year. 
 
Responsible person:  David Burton, Chief Executive Officer 
Completion date: 30 June 2023 
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INDEX OF FINDINGS RATING 

Current Year Issues Significant Moderate Minor 
1. Lack of Purchase Orders for Expenditure    

2. Risk Management Plan    

3. IT Security Control Environment    

4. Security Access Controls    

5. Authorization of Timesheets    
6. Incorrect Pay Rate for Casual Employee    

    

Prior year issue:    

7. Quotations    

 
 
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 may be reported as a matter of non-compliance in the audit report 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 opinion, 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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Current Year Issues 
 
1. Lack of Purchase Orders for Expenditure  

 
 
Finding 
The Shire’s purchasing policy states that where purchases are not made with the express 
approval of Council or made through WALGA E-Quotes system, an official purchase order is to 
be issued. 
 
During our procurement testing, we noted that for approximately 4% of purchase transactions 
we sampled, 2 purchase orders where a purchase order was required per the purchasing 
policy, had not been prepared. 
 
Rating: Moderate 
Implication  
The Shire has not adhered to the purchasing policy and as a result may commit to expenditure 
which has not been appropriately authorised by management, in line with the budget or 
represent valid business related expenditure of the Shire. This may potentially result in 
financial loss to the Shire.  
 
Recommendation 
Management should ensure that purchase orders are obtained prior to the purchase of goods 
and services as required by the purchasing policy. 
 
Management Comment 
These could have been an oversight.  In some instances, the same purchase orders were 
photocopied for partially delivered goods and attached to the suppliers’ tax invoice and this 
could not have been done. Accounts Payable Officer is reminded to ensure a copy of purchase 
order is attached to every tax invoice prior to processing for payment. 
 
Responsible Person:  Vince Bugna, MCS 
Completion Date:    30 June 2022  
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2. Risk Management Plan 

 
 

Finding  
The Shire has a Risk Management Plan which covers the following: 

• Risk Management Matrix 
• Roles and Responsibilities  
• Risk Management Reporting Flowchart 
• Identified Risk Areas 
• Assessment of Identified Risk Areas 
• Council Policy 

However, we noted that there is no risk treatment plan included in the Risk Management Plan. 
 
Rating: Moderate 
Implication 
Without a risk treatment plan, the Shire may not effectively manage the current risks faced by 
the Shire. This may have an adverse impact on the achievement of organisational objectives. 
 
Recommendation   
The Shire should amend the Risk Management Plan to include a risk treatment plan to address 
those identified risks.  
 
Management’s Comments 
In compliance with Reg 17, this has been updated by the CEO – presented and adopted by the 
Audit and Risk Committee on the 15th June 2022 meeting. 
 
Responsible Person:   David Burton, CEO 
Completion Date:    15 June 2022 
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3. IT Security Control Environment 
 
 
Finding  
During our audit, we noted the following issues around the IT Environment: 

i. Lack of physical access controls to the server  
ii. No ICT Strategy Plan 
iii. No Cyber Security Response Plan 

 
We observed that the IT server is not securely housed in a separate cabinet or located in a 
secure room with restricted access to unauthorized staff and the public. There is also no 
documented process for the Shire to follow should a cyber-attack occur. 
 
Rating: Moderate  
Implication  
The server and records could be accessed by unauthorised persons and sensitive or 
confidential information could be compromised. 
 
Lack of an ICT Strategy Plan increases the risk of the IT resources not being aligned to the 
business strategy and priorities.  
 
Without a Cyber Security Response Plan in place key risks to electronic data are not identified 
and safeguards are not put in place to minimise the risks posed by cyber threats. This could 
ultimately lead to loss of electronic data. 
 
Recommendation  
We recommend that the server is housed in a separate cabinet which is locked with custody of 
the key being restricted to key employees or is relocated to a secure room which is locked and 
access is restricted to key employees. 
 
A Cyber Security Response Plan should be adopted to document identified key risks to 
electronic data, safeguards to be implemented and a process for the Shire to follow should a 
cyber-attack occur in order to reduce risk to an acceptable level. 
 
Management should develop an ICT Strategy Plan Identifying and documenting key ICT risks 
along with the treatments to reduce the risk to an acceptable level. This plan should be 
regularly reviewed and tested to ensure its validity.  
 
Management’s comments 
Security access to the server in the form of a secure cabinet has been communicated to the 
Shire’s IT provider (PCS) and it’s been scheduled to be installed/or as soon as the materials 
become available. 
 
ICT Strategy Plan and Cyber Security Response Plan in coordination with the Shire’s IT 
provider are also being considered to have in place/or as soon as practicable. 
 
Responsible person:  Vince Bugna, MCS 
Completion date:    31 December 2022  
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4. Security Access Controls 
 
 
Finding  
We noted the records room and safe are not securely locked during the day and are open to 
unauthorized access.  
 
We physically inspected cash takings from the previous day left in the till tray in the safe 
overnight and unattended in the morning. 
 
We also noted the back door to the Shire Administration office located at the Shire of Kondinin 
is not locked and accessible to the public throughout the day. 
 
Rating: Moderate 
Implication 
The records room, safe and Shire Administration office could be accessed by unauthorised 
persons and sensitive or confidential information could be compromised. 
 
Cash takings from the previous day stored in the open records room and safe could be 
accessed by unauthorised persons. 
 
Recommendation  
The records room and safe should be securely locked when not in use with the key safely 
stored in the safe custody of management. 
 
The back door to the Shire Administration office should be locked at all times with a pin-pad 
security device installed to restrict access to authorized persons only. 
 
Management’s Comments 
Based on our discussion with staff especially those that have been with the Shire for more than 
2 decades, concern about the safe is more on Occupational Safety & Health (OSH) rather than 
security.  The Shire of Kondinin’s safe has been setup as a walk-in storage room for historical 
Council Minutes, filing cabinet for personnel records and contracts, shelves for current year’s 
debtor and creditor’s file as well as petty cash till kept during the night and on week-ends.  
Accordingly, multiple opening and closing of safe could lead to staff being locked inside.   
 
Nowadays, payments by creditors (including rates) have been done through direct bank 
deposits and the safe keeps a couple hundred dollar petty cash which is transferred at the front 
counter drawer during the day.  Security is not an issue in this local government and there is 
always staff inside the office. 
 
While the recommendation for pin-pad security device for the Shire Administration Office 
backdoor is to be considered and as when Council find it practical to have it then installed 
(considering this small town has almost nil crime rate record). 
  
Responsible Person:   David Burton, CEO 
Completion Date:    30 June 2022 
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5. Authorization of Timesheets 
  
 
Finding 
We noted 1 instance out of our sample of 23 where a timesheet had not been signed by the 
relevant employee or the supervisor.    
  
Rating: Minor 
Implication 
There is no evidence to support the accuracy or validity of the hours recorded on the timesheet 
and payroll system. This may lead to an invalid and/or inaccurate payment to the employee. 
 
Recommendation 
Management should ensure all timesheets are signed by employees on completion and by the 
relevant supervisor as evidence of review and authorization before being processed in the 
payroll system.  
 
Management Comment  
This was an oversight.  Payroll Officer has been reminded to ensure all timesheets are properly 
signed and authorised. 
  
Responsible Person:   Heather Lockyer, Finance Officer 
Completion Date:    30 June 2022 
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6. Incorrect Pay Rate for Casual Employee 
  
 
Finding 
We noted 1 instance out of our sample of 23 where the casual loading applicable to an 
employee was not paid for the fortnight selected for testing.    
  
Rating: Minor  
Implication  
Employees employed on a casual basis are not paid their full entitlement according to the 
award rate. 
 
Recommendation  
Management should ensure casual loading is included in the rate of pay for casual employees 
according to the award rate.  
 
Management Comment 
This was an oversight.  Payroll Officer has been reminded to review the setup of all employees 
(including casual employees) in the payroll system. 
 
Responsible Person:   Heather Lockyer, Finance Officer 
Completion Date:    30 June 2022 
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Prior Year Issue 
 
7. Quotations  

 
 

Finding 
2022 
During our procurement testing, we noted that for approximately 28% of purchase transactions 
we sampled, there was inadequate or no evidence that a sufficient number of quotations were 
obtained, to test the market, and no documentation to explain why other quotes were not 
sought. 
 
2021 
During our procurement testing, we noted that for approximately 4% of purchase transactions 
we sampled, there was inadequate or no evidence that a sufficient number of quotations were 
obtained, to test the market, and no documentation to explain why other quotes were not 
sought. 
  
2020  
During our procurement testing, we noted that for approximately 58% of purchase transactions 
we sampled, there was inadequate or no evidence that a sufficient number of quotations were 
obtained, to test the market, and no documentation to explain why other quotes were not 
sought.  
 
2019  
During our procurement testing, we noted that for approximately 52% of purchase transactions 
we sampled, there was inadequate or no evidence that a sufficient number of quotations was 
obtained, to test the market, and no documentation to explain why other quotes were not 
sought.  
 
Rating: Significant (2021 Rating – Moderate)  
Implication  
If purchases are made without obtaining sufficient quotes, there is a risk of fraud or favouritism 
of suppliers and not obtaining value for money.  
 
If purchases are made without obtaining a purchase order, the Shire may commit to expenditure 
which has not been appropriately authorised by management, in line with the budget or represent 
valid business related expenditure. This may potentially result in financial loss to the Shire.  
 
Recommendation  
For purchases below the tender threshold, quotes should be obtained, in accordance with the 
Shire’s purchasing policy. If instances arise where it is impractical to obtain the requisite 
number of quotations, the reasons should be recorded and attached to the purchase order at 
the time of the purchase being made.  
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Management Comment 
To lessen the burden of obtaining the number of quotes (especially from Local suppliers who 
find impractical to provide), the recent Annual Review of Policy Manual (Item 9.4.4 – 15th June 
2022 OCM) removed the requirement of quotes for purchases below $2,000. 
 
Finance and Administration requires the Shire’s Works Department to use the Synergysoft 
Purchase Order module (as much as possible) where it is easier to write an explanation why 
the number of quotes cannot be obtained. 
  
Responsible Person:   Vince Bugna, MCS 
Completion Date:   30 June 2022 
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