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MEETING NOTICE 
 

A meeting of the 
Risk & Audit Committee 

will be held in the Level 2 Conference Room 
Administration Centre,  

Princes Highway Rockdale 
on Thursday 22 August 2019 at 6:30 pm 

 

AGENDA 
Contents  

 

1 ACKNOWLEDGEMENT OF TRADITIONAL OWNERS 

Bayside Council respects the traditional custodians of the land, and elders past and 
present, on which this meeting takes place, and acknowledges the Gadigal and 
Bidjigal Clans of the Eora Nation. 

2 APOLOGIES  

3 DISCLOSURES OF INTEREST 

4 MINUTES OF PREVIOUS MEETINGS 

4.1 Minutes of the Risk & Audit Committee Meeting - 23 May 2019 .............. 3   

5 REPORTS 
 
External Audit (Manager Finance) 

5.1 Outstanding ICAC Actions Update .......................................................... 9 

5.2 Project 2020 Update ............................................................................. 11 
 
Internal Audit (Internal Auditor) 

5.3 Final HR Management Audit Report ..................................................... 59 

5.4 Final Rates Management Audit Report ............................................... 113 

5.5 Final Accounts Payable Health Check Report ..................................... 143 

5.6 Final Fraud and Corruption Framework Audit Report .......................... 179 

5.7 Audit Plan 2018/19 and Outstanding Audit Recommendations - Progress 
Report................................................................................................. 227 

 
Quality Management (Manager Finance) 

Nil. 
 
Risk Management (Manager Governance and Risk) 

5.8 CONFIDENTIAL - Risk Management Overview .................................. 230         
 
Legislative Compliance (Manager Governance and Risk) 

NIL. 
 



Risk & Audit Committee 22/08/2019 

 

 2 

Performance Management (Manager POC) 

NIL. 
 
External Accountability (Manager Finance) 

NIL. 

6 GENERAL BUSINESS  

7 NEXT MEETING  
 
 
Meredith Wallace 
General Manager 
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4  Mi nutes  of Previ ous  Meeti ngs 

4.1 Minutes of the Risk & Audit C ommittee Meeti ng - 23 May 2019 
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Item No 4.1 

Subject Minutes of the Risk & Audit Committee Meeting - 23 May 2019 

Report by Fausto Sut, Manager Governance & Risk  

File SF19/210 
  

 

Officer Recommendation 
 
That the Minutes of the Risk & Audit Committee meeting held on 23 May 2019 be confirmed 
as a true record of proceedings.  
 
 
 

Present 
 

Jennifer Whitten, Independent External Member 
Lewis Cook, Independent External Member  
Catriona Barry, Independent External Member  
Barry Munns, Independent External Member  
Councillor Liz Barlow 
Councillor Scott Morrissey  
 

Also Present 
 

Councillor Dorothy Rapisardi 
Meredith Wallace, General Manager 
Michael Mamo, Director City Performance 
Fausto Sut, Manager Governance & Risk 
Natasha Balderston, Coordinator Risk & Audit 
Jeremy Morgan, Manager City Infrastructure  
Matthew Walker, Manager Finance 
Colin Clissold, Director City Presentation 
Bobbi Mayne, Manager Customer Experience 
David Nolan, Director Financial Audit Services - Audit Office of NSW 
Mark Cleland, Acting Manager IT  
Cate Trivers, Project Manager Project 2020 
Sandra Kapsalis, Coordinator Payroll 
Kate Kennedy, Coordinator Fleet Operations & Stores 
Antoinette Naudi, Coordinator Financial Accounting 
Bryce Spelta, Coordinator City Works 
 

 
The Chairperson opened the meeting in the Conference Room, Level 2 of the Administration 
Building at 6.30 pm. 
 
 

1 Acknowledgement of Traditional Owners 
 

The Chairperson affirmed that Bayside Council respects the traditional custodians of 
the land, elders past and present and future leaders, on which this meeting takes 
place, and acknowledges the Gadigal and Bidjigal Clans of the Eora Nation. 



Risk & Audit Committee 22/08/2019 

 

Item 4.1 4 

2 Apologies 
 

There were no apologies received.  
 

3 Disclosures of Interest 
 

There were no disclosures of interest.  
 
 

4 Minutes of Previous Meetings 
 
 

4.1 Minutes of the Risk & Audit Committee Meeting - 28 February 2019 
 
Committee Recommendation 
 

1 That the Minutes of the Risk & Audit Committee meeting held on 28 February 
2019 were confirmed as a true record of proceedings. 
 

2 That outstanding Actions from previous meetings were updated. 

Item Action 
Responsible 

Officer 

Outstanding 

22/11/18 

5.1 

An annual report of the Risk & Audit Committee will be 
prepared for the February 2019 meeting. 

Committee Chair 

23/05/19 
5.1 

Project 2020 Reports are to include percentage completed of 
each task. 

Project Manager, 
Project 2020 
  

23/05/19 
5.3 

A copy of the Audit Opinion to be sent to Committee Members 
as soon as possible after receipt. 

Manager, 
Governance & Risk 

23/05/19 
5.8 

 
A report come back to the Committee on the outstanding 
recommendations that are ‘overdue’, including detailed 
reasons, and timeframes if they cannot be completed by the 
next meeting. 
 

Internal Auditor 

23/05/19 
6.1 

A report come back to the Committee’s November 2019 
meeting on Council’s Legislative Compliance Framework. 

Manager, 
Governance & Risk 

 

 
 

4.2 Minutes of the Extraordinary Risk & Audit Committee Meeting - 28 
March 2019 

 
Committee Recommendation 
 
That the Minutes of the Extraordinary Risk & Audit Committee meeting held on 28 
March 2019 were confirmed as a true record of proceedings.  
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5 Reports 
 
 

5.1 Project 2020 Status Report 
 

Committee Recommendation 
  
1 That the Risk & Audit Committee received the updated Project 2020 Project 

Status Report as of April 2019 and noted the major P2020 project risks and 

mitigations.  In particular, WBS 2 Fixed Assets and the Audit Office assessment 

of Extreme Risks noting: 

a Action plans are in place and risks being managed. 

b Extreme Risk rating over remediation of the Land Improvements and Other 
Structures. 

c High Risk rating in IT due to number of new system implementations in 
2018/19 not yet having been subjected to audit. 
 

2 That the Risk & Audit Committee noted the NSW Audit Office have advised 
dates for the audit program and P2020 reporting timeframes have been updated 
to reflect: 

i Draft Statements submitted to Audit Office, 23 August 2019. 

ii Extraordinary Risk & Audit Committee Meeting, 24 October 2019. 

iii Extraordinary Council Meeting to refer to Audit, 30 October 2019. 

iv Submission of 2018/19 Financial Statements to the Office of Local 
Government, 31 October 2019. 

v The Audit Opinion and final Statements will be reported to the November 
Council meeting (subject to receiving audit opinion). 
 

3 That the Risk & Audit Committee noted the major P2020 project risks and 

mitigations. 

4 That the Risk & Audit Committee noted the status of implementation of Council’s 

management responses to Audit Management letters and finalising the 

implementation of the ICAC action plan (refer Attachment 6). 

 
 

5.2 2017/18 IT Audit of general controls - Management Response Letter 
to Audit NSW 

 

Committee Recommendation 
  
That the Risk & Audit Committee received and noted this report. 

 
 

5.3 Audited 2017/18 Financial Statements & Audit Reports 
 

Committee Recommendation 

1 That the report was received and noted. 
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2 That the Risk & Audit Committee Chair and Members noted the invitation to 
attend the June 2019 Council meeting for the presentation of the Audited 
2017/18 Financial Statements. 

 
 

5.4 Final Cash Handling Audit Report 
 

Committee Recommendation 
  
That the Risk & Audit Committee received and noted the final internal audit report on 
Cash Handling.  

 
 

5.5 Draft Inventory Management Audit Report 
 

Committee Recommendation 
  
That the Risk & Audit Committee received and noted the Draft Inventory Management 
Internal Audit Report.  

 
 

5.6 2018/19 Audit Plan Status Report 
 

Committee Recommendation 
  
That: 

1 the progress made on the 2018/19 internal audit plan was noted; 

2 the internal audits yet to be undertaken for 2018/19 and the timing of these 
audits were noted; 

3 the Committee endorsed and approved the deferment of the Asset Management 
audit to 2019/20. 

 
 

5.7 Revised 3-Year Audit Plan 
 

Committee Recommendation 
  
That the Risk & Audit Committee received and noted the 3 year internal audit plan, 
including the internal audits for 2019/20.  

 

5.8 Audit & Health Check Recommendations Progress Update 
 

Committee Recommendation 
  
That the Committee received and noted the status on the internal audit and health 
check recommendations. 
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5.9 Proposed Risk & Audit Committee Meeting Schedule for 2019/20 
 

Committee Recommendation 

1 That the proposed meeting schedule for the Risk & Audit Committee meetings in 
2019/20 was received and noted. 

2 That the proposed meeting schedule for the Risk & Audit Committee meetings 
for 2019/20 was approved.  

 
 

5.10 TechnologyOne Post Implementation Review Project Update 
 

Committee Recommendation 
  
That the report was received and noted. 

 
 

5.11 Strategic & Operational Risks - Quarterly Review 
 

Committee Recommendation 

1 That the report on the Risk Register Review was received and noted. 

2 That the Committee endorsed the actions to improve the quality of the risk 
register. 

 
 

5.12 Liability Claims Performance Overview 
 

Committee Recommendation 
  
That the report was received and noted. 

 
 

5.13 Final Inventory Management Audit Report 
 

Committee Recommendation 
  
That the Risk & Audit Committee received and noted the Final Inventory Management 
internal audit report as part of consideration of Item 5.5.  

 

5.14 Audited 2017/18 Financial Statements and Audit Reports 
 

Committee Recommendation 
  
That the report was received and noted as part of the Committee’s consideration of 
Item 5.3. 
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6 General Business  
 
 

6.1 Legislative Compliance 
 
 
Note:  Council’s progress on legislative compliance was raised. 

 
 

7 Next Meeting  
 

That the next meeting be held in the Conference Room, Level 2 of the Administration 
Building at 6:30 pm on Thursday, 22 August 2019.  

 
 
 
 
 

The Chairperson closed the meeting at 8:37 pm. 
  

 

Attachments 
 
Nil 
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Item No 5.1 

Subject Outstanding ICAC Actions Update 

Report by Michael Mamo, Director City Performance  

File F17/634 
  

 

Summary 
 
A progress report on Council’s implementation of the agreed actions responding to the 
Independent Commission Against Corruption’s (ICAC) Operation Ricco Report 
recommendations resulting from the investigation into fraud and corruption at the former City 
of Botany Bay Council. 
 
 

Officer Recommendation 
  
That the Risk & Audit Committee notes the status of implementation of Council’s 
management progress towards finalising the implementation of the Operation Ricco ICAC 
Action Plan. 
 
 

Background 
 
Council has continued to implement the Action Plan in response to ICAC’s Operation Ricco 
Report and progress is reported quarterly to the Risk & Audit Committee.  
 
Progress report - August 2019 

The following table provides a progress update on the 4 four remaining actions that were 
outstanding as of the last update (May 2019).  For this update, 3 actions are considered 
completed and 1 action remains outstanding and is expected to be completed by 31 October 
2019.  When the 1 remaining action is completed, we will provide ICAC with a final report 
advising that all actions have been implemented. 
 

Recommendation > 
Bayside Council Action 

Responsible 
Officer 

Comment 

R1: That Bayside Council reviews its financial processes and makes any necessary changes 
to ensure that: 

R1.2: The vendor master file is subject to appropriate segregation and review-based controls 

Expand the use of 
TechnologyOne Contract 
Management module to 
support better establish and 
monitor terms and conditions 
and procurement 
compliance. 

Michael Mamo This action is considered completed on the basis 
that Council is licensed for the TechnologyOne 
Contracts module which will be implemented as part 
of the TechnologyOne upgrade project. 



Risk & Audit Committee 22/08/2019 

 

Item 5.1 10 

Recommendation > 
Bayside Council Action 

Responsible 
Officer 

Comment 

R2: That Bayside Council undertakes a review of the control frameworks governing processes 
that are vulnerable to corruption and implements any recommendations arising from the 
review. 

R2.1: That Bayside Council undertakes a review of the control frameworks governing processes that 
are vulnerable to corruption and implements any recommendations arising from the review. 

Post amalgamation policy 
alignment and 
harmonisation. 

Fausto Sut This action is considered outstanding and is 
expected to be completed by 31 October 2019. 

As part of the Policy Harmonisation Project all 
outstanding policies have been prioritised and an 
officer appointed for 12 months to manage this 
project. The majority of key policies have been 
reviewed and harmonised. There are some key 
policies still to be finalised, these are expected to be 
completed as part of Project 2020 with a completion 
date of 31 October 2019.  

As at 30 June 2019, of the 18 identified priority 
policies/procedures that impact on Project 2020 
outcomes, 8 are adopted, 5 are in draft, 5 have not 
been started. The latter are: 

Accounting, Contaminated Land, Cash Handling, 
Cab Charge and Petty Cash. 

There are other policies which are not related to this 
action which will be reviewed and completed by 30 
June 2020. 

Ongoing improvement of 
reconciliation processes by 
transitioning of Authority 
systems to TechnologyOne 
(single system and set of 
bank accounts for Bayside 
Council). Full reconciliation 
performed across the 
balance sheet on a monthly 
basis. 

Matthew Walker This action is considered completed. 

Business Process and Controls for Financial 
Reporting were implemented in 2018/19 included 
monthly reconciliations of all balance sheet 
accounts and regular Bank Reconciliations. This 
process has been established in 2018/19 and 
continues to be embedded for 2019/20. 

Implement a more robust 
Business Governance Model 
including strengthening the 
policy and process 
ownership model, systems, 
change protocols and 
authorities. 

Fausto Sut This action is considered completed. 

We have established a business governance model 
as part the Policy Harmonisation Project and 
Business Processes and Controls Project. All 
policies and key business processes and controls 
are being managed in line with this model. 

 
 

Attachments 
 
Nil 
 



 
 

 

Item 5.2 11 

5.2 Pr oject 2020 U pdate 

 

Risk & Audit Committee 22/08/2019 

Item No 5.2 

Subject Project 2020 Update 

Report by Matthew Walker, Manager Finance  

File F19/70 
  

 

Summary 
 
Project 2020 (P2020) has been formed to address the disclaimer of opinion being issued by 
the NSW Audit Office on Bayside Council’s financial statements (2016/17) and subsequently 
on the 2017/18 Financial Statements.  As part of the Governance structure for Project 2020, 
the Risk & Audit Committee will receive quarterly project updates. 
 
 

Officer Recommendation 

1. That the Risk & Audit Committee receives the updated Project 2020 Project Status 
Report as of August 2019 and notes the major P2020 milestones, project risks and 
mitigations.  In particular, noting: 

a The 2017/18 Financial Statements are with the OLG but the Rating Return audit 
remains in progress with the audit certificate outstanding. 

b The 2018/19 Financial Statements are due to be submitted to audit on 23 August 
2019.  

c The High Risk rating for the remediation of the Assets including Land 
Improvements and Other Structures remains due to ongoing quality assurance 
and timeframes. 

d High Risk rating continues in IT due to a number of new system implementations 
in 2018/19 not yet having been subjected to audit. 

e Action plans are in place and risks being managed with additional resources from 
professional firms to support quality and timeframes. 

2. That the Risk & Audit Committee notes the NSW Audit Office has provided the Draft 
Annual Engagement Plan (draft AEP) on 11 August 2019 (refer Attachment 3) advising 
the proposed audit approach and dates for the audit program, which includes 
significant detailed testing to source transactions and an audit cost of $500,000.  

3. That the Risk & Audit Committee notes the timeframes in the NSW Audit Office draft 
AEP align with the P2020 project plan and the 2018/19 financial reporting timetable to 
finalise the audit in a timeframe which allows Council to meet the statutory reporting 
deadlines. 

4. That the Risk & Audit Committee notes the major P2020 Project risks and mitigations 
(refer Attachments 1 and 2). 

5. That the Risk & Audit Committee notes the status update provided in attachments 4, 5 
and 6 to this report for the actions related to the: 
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- 2016/17 interim audit management letter 

- 2016/17 final audit management letter 

- 2017/18 interim IT audit management letter 

6. That the actions reported in attachments 4, 5 and 6 of this report with a status of either 
completed or superseded be closed with no further reporting required. 

 
 

Background 
 
Council has formulated a detailed action plan “P2020” to address the disclaimer of opinion on 
its financial reports.  This plan is dissected into four discrete work streams and is based on 
incremental improvements on the audit opinion with targets for a qualified audit opinion for 
2018/19 and a clear audit opinion for 2019/20. 
 
Council has devoted significant internal and external resources to P2020 as it completes the 
required activities of the detailed action plan. 
 
Regular updates will be provided at the quarterly Risk & Audit Committee meetings. 
 
 
Project Status Report – as at 12 August 2019 – Off-track and at Significant Risk 

The overall project status as at 12 August 2019 is considered to be off-track and at 
significant risk.  Meeting the deadlines for lodgement of complete draft set of 2018/19 
financial reports by 23 August 2019 is now unlikely.  The main reasons relate to the Asset 
Stream being three (3) plus weeks overdue for project deliverables and issues with data 
quality being identified late in the work stages that need to be corrected.  The Rapid Map, 
inventory and valuation process, of the Land Improvements and Other Structures asset 
classes is also off track to time and untested with the revised date now 16 August 2019. 
 
If Council were to fail to meet the 23 August 2019 delivery deadline for the complete draft set 
of 2018/19 Financial Reports, there is a significant risk that the audit process will not be 
completed in time to enable the lodgement of the Audited 2018/19 Financial Reports by the 
statutory due date 31 October 2019.  
 
The finance stream is now focused on the finalisation of all accounting entries, other than 
assets, and the quality review process.  This is expected to be completed in accordance with 
the overall project timelines. 
 
The project status report provides a summary of P2020 against project milestones for each 
work stream, progress on remediation of significant audit issues and project risks and risk 
management (refer Attachment 2). 
 
Council originally received a draft audit client engagement plan for 2018/19 on 5 July 2019 
and following a meeting with the Audit Office Audit Director on 30 July 2019, a revised draft 
client engagement plan was received on 11 August 2018 (refer Attachment 3).  Any 
amendments or changes to the draft client engagement plan will be tabled at the Risk & 
Audit Committee meeting 22 August 2019. 
 
The Manager Finance will provide an update on overall project status at the meeting. 
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Mitigation Action 

Council has committed further resources to the Asset Stream and increased focus on this 
area as it attempts to bring this back into line with overall project deliverables.  At the time of 
writing this update we are not able to comment on the outcome of the mitigation actions.   
 
The Asset Stream Lead will provide an update at the Risk and Audit Committee meeting 22 
August 2019. 
 
Future Activities 

 Completion of quality review for draft 2018/19 financial reports excluding Assets. 

 Completion of Client Engagement Plan and required information. 

 Implementation of Asset Stream Mitigation Actions. 

 Rapid Map, Inventory and valuation of relevant asset classes. 
 

2018/19 Draft Audit Engagement Plan, Draft Update 11/08/2019  

The NSW Audit Office have issued a revised draft Audit Engagement Plan (AEP) on 11 
August 2019 and Audit Engagement Information Request (refer Attachment 2) which 
commits the audit program dates to be in line with the P2020 Project Plan for reporting of the 
2018/19 Financial Statements in accordance with statutory reporting timeframes.  
 
Key dates as follow: 

 Draft Statements submitted to Audit Office, 23 August 2019. 

 Extraordinary Risk & Audit Committee Meeting, 24 October 2019. 

 Audit clearance meeting, 28 October 2019. 

 Audit Office issues Engagement Closing Report, 28 October 2019. 

 Extraordinary Council Meeting to refer to Audit, 30 October 2019. 

 Submission of 2018/19 Financial Statements to the Office of Local Government, 31 
October 2019. 

 The Audit Opinion and final Statements will be reported to the November Council 
meeting (subject to receiving the audit opinion). 

 The Draft Annual Report is submitted to Audit, November 2019. 

 Audit Office issues final Management letter, 30 November 2019. 
 
The risk previously identified with the proposed audit timeframes increases the P2020 
Project risks due to lack of time for any resolution of potential audit issues prior to the 
submission of the 2018/19 Financial Statements to the Office of Local Government by 31 
October 2019.  This risk continues to be realised as the Draft Audit Engagement Plan (11 
August 2019) provides the Audit Office’s proposed approach and an audit program of 
$500,000, which would indicate extensive audit work over a limited timeframe. 
 
Mitigations to manage this risk include: 

 Negotiation with NSW Audit Office to commence the final audit earlier and clarification 
of audit approach - meeting held 30 July 2019. 
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 Quality of Working Papers and internal assurance reviews - additional resources 
engaged from accounting and asset technical advisory firms to improve quality of 
working papers and reviews prior to audit. 

 Internal processes to complete the 2018/19 asset capitalisation were commenced in 
April 2019 and were due to be finalised by 12 July 2019 (actual completion 9 August 
2019) - a comprehensive quality assurance is in progress to support quality audit 
working papers for 2018/19 and has identified quality issues that need to be 
addressed. 

 Internal focus on quality of interim audit working papers and sample testing including 
review of asset, liability and audit issues remediation - extensive external resources 
continue to be engaged to support this process. 

 Logging of all Audit queries and responses to ensure Council’s timely and quality 
response to audit. 

 Draft 2018/19 Financial Statements will still be submitted to Audit on 23 August. 
 

Progress on Audit Issues 

To date, the NSW Audit Office has issued the following management letters to which Bayside 
Council has provided management response and implemented actions to address 
recommendations: 

 2016/17 interim audit management letter (attachment 4) 

 2016/17 final audit management letter (attachment 5) 

 2017/18 interim IT audit management letter (attachment 6). 
 
Details of the audit issues, actions and progress are provided in the attachments 4, 5 & 6 for 
each of these management letters.  This report recommends that where an action has been 
reported with a status as either completed or superseded that the action be closed and no 
further reporting be required. 
 
Actions Status Summary  

Overall there are 128 actions, of which 95 have a status of completed, 2 have a status of 
superseded, 30 are in progress and 1 has not yet commenced. 
 
Below is a summary of the status of the actions for each audit management letters attached 
to this report. 
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2016/17 Interim Audit Management Letter: 

Action Summary 
 

Status 
Number of 

Actions 

Completed 36 

Complete - Superseded* 2 

In Progress 10 

Not Started 1 

Total 49 

 
*Complete - Superseded Actions refer to an action 
that is being finalised as a result of a different action 
being identified as more applicable e.g. a duplicate in 
another audit report, and or where the original 
proposed action is no longer current and applicable. 
 

 Of the 36 Actions “Completed” - 35 were previously reported as complete (or previously 
superseded) and 1 has been completed since the last update being the implementation 
of accounts payable and health check. 

 Of the remaining 11 actions 1 has not yet started, being monthly depreciation postings 
as it is dependent on the TechnologyOne Project 

 Of the 10 actions remaining “In progress”, all are reported with revised dates from 
original dates.  The revised dates reflect dependencies on system development and 
revised business processes which align with the TechnologyOne project, ongoing 
program of improvements in asset management, and timeframes adjusted to allow for 
embedding practices in particular ongoing improvements in TechnologyOne 
reconciliations and registers. 

 
2016/17 Final Audit Management Letter 

Action Summary 
 

Status 
Number of 

Actions 

Completed 41 

Complete - Superseded* 0 

In Progress 16 

Not Started 0 

Total 57 

 
*Complete - Superseded Actions refer to an action 
that is being finalised as a result of a different action 
being identified as more applicable e.g. a duplicate in 
another audit report, and or where the original 
proposed action is no longer current and applicable. 
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 Of the 41 Actions Completed - 14 were previously reported as complete and 27 have 
been completed since the last update. 

 Of the 16 actions remaining “In progress” - 9 actions have revised due dates, primarily 
to 30 June 2020 due to a dependency on system development and revised business 
processes required which align with the TechnologyOne project, ongoing program of 
improvements in asset management, and timeframes adjusted to allow for embedding 
practices. 

 
2017/18 Interim IT Audit Management Letter 

Action Summary 
 

Status 
Number of 

Actions 

Completed 18 

Complete - Superseded* 0 

In Progress 4 

Not Started 0 

Total 22 

 
*Complete - Superseded Actions refer to an action 
that is being finalised as a result of a different action 
being identified as more applicable e.g. a duplicate in 
another audit report, and or where the original 
proposed action is no longer current and applicable. 
 

 18 Actions have a status of completed 

 The remaining 4 actions that remain “In progress” all have updated Revised Dates. 
 
 

Attachments 
 
1 Attachment 1 P2020 Overall Status ⇩   
2 Attachment 2 P2020 Project Status Update - By Work Stream - 1 August 2019 ⇩   
3 Draft 2018/19 Client Engagement Plan - Audit Office NSW ⇩   
4 2016/17 Interim Audit Management Letter Actions Update ⇩   
5 2016/17 Final Audit Management Letter Action Update ⇩   
6 2017/18 Interim IT Audit Management Letter Action Update ⇩    
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Attachment 1 P2020 Over all Status  
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Attachment 2 P2020 Pr ojec t Status U pdate - By Wor k Stream - 1 August 2019 

Attachment 2:  P2020 Project Status - Update by Work Stream – 11 August 2019 

*Risk ratings have been assessed based on the criteria used to assess audit risks in the NSW Audit Management 

risk framework recommended as best practice for Councils. 

WBS 1.1 Financial Statements – 2017/18 

Current Status:
  

In Progress – Off track 

Overall Risk Rating: 
Consequence – Very High; Likelihood – Likely; 
Overall Risk Assessment – High 

Next Milestone/s: 

Audit Office Finalise Audit report on Rating Return – TBA 
Submit Rating Return Audit Certificate to Office of Local Government – 
TBA (as soon as practical once received). 
 

Project Status Update: 

 
In accordance with the original P2020 Project Plan the 2017/18 Financial Statements have been 
finalised with audit issues un-remediated and were submitted to audit in April 2019 with the 
expectation of a disclaimer of audit opinion.  The 2017/18 Financial Statements received a 
disclaimer of audit opinion which was reported to Council in June 2019.  Council submitted the 
statements to the Office of Local Government (OLG) on 5 June 2019. 

The Office of Local Government has not acknowledged the 2017/18 Financial Statements (as of 31 
July 2019) as the NSW Audit Office audit certificate for the 201/17 and 2017/18 Rating Returns 
remain outstanding.   

The Manager Finance has met with the Audit Office (30 July 2019) to understand the delays and 
address additional audit queries. 
 

 

Key Risks being managed include: 

Risk Category Risk Risk Mitigation Actions 

Overall 
Risk 

Assessme
nt 

Timeframes / 
Quality – 
External Audit 

The 2017/18 Financial 
Statements receive a 
disclaimer of opinion 
due to un-remediated 
balances and audit 
issues. 

Management accepted this risk and 
consequence and consulted with the 
Auditor General and NSW Audit Office 
on approach prior to submitting the 
2017/18 Financial Statements to audit. 

Management continue to engage with 
the OLG, Audit Office and keep 
Council informed. 

Ongoing delays have been referred 
back to the NSW Audit Office and 
Management met with the NSW Audit 
Office on 30 July to clarify outstanding 
issues.  

Extreme 
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WBS 1.2 Financial Statements – 2018/19 

Current Status:
  

In Progress – Off track – At Risk 

Overall Risk 
Rating: 

Consequence – Very High; Likelihood – Likely; 
Overall Risk Assessment – High 

Next Milestone/s: 

 
2018/19 Interim Audit Management Letter – To be advised 
2018/19 Finalise Draft Audit Engagement Plan – To be advised 
Final Asset Adjustments (WBS 2) – 9 to 15 August 2019 
Submission to Audit – 23 August 2019 
Extraordinary Risk & Audit Committee Meeting - 24 October 2019. 
Audit clearance meeting - 28 October 2019. 
Audit Office issues Engagement Closing Report - 28 October 2019. 
Extraordinary Council Meeting to refer to Audit - 30 October 2019. 
Audit Office  
Submission of 2018/19 Financial Statements to the Office of Local 
Government - 31 October 2019. 
The Audit Opinion and final Statements will be reported to the November 
Council meeting (subject to receiving audit opinion). 
 

Project Status Update: 

 
WBS 1.2 Financial Statements 2018/19 are reported as In Progress – Off track – At Risk due to 
time delays in finalising asset information which has resulted in rework and delayed the posting of 
the year end accounting journals, including depreciation.  Other areas of the year end process 
remain slightly off-track day to day, however are on track to commence the quality and analytical 
reviews from Monday 5 August.   
 
The project team consists of the Bayside Council’s Finance Business Unit reflecting this is core 
operations for the business unit and has been supplemented with professional accounting services 
to focus on ongoing improvement to quality and assist in meeting timeframes. 

The P2020 Project Plan reflects the NSW Audit Office confirmation of timeframes for interim and 
final audit and impact on finalisation of statements. 

The NSW Audit Office have issued the Revised Draft Audit Engagement Plan (AEP) 11 August 
2019 (5 July 2019 first draft) and Engagement Information Request. The Draft AEP signals a 
significant audit program at a cost of $500,000 to Bayside Council rate payers.  Management have 
met with the Director of Audit on the 30 July 2019 to discuss the proposed audit program and have 
requested a review of the Draft to ensure the approach takes into account previous audit work and 
provides an expedient and cost effective audit process.   

The Audit program and timeframes represent a risk for finalising the audit in accordance with the 
statutory reporting timeframes.  Council staff and resources are concentrating on quality of 
reconciliations and supporting audit work papers to be submitted to audit on time to support a timely 
and efficient audit process. 
 
The 2018/19 interim audit commenced in late June 2019 and concluded in July 2019. Council has  
requested the interim audit management letter to be issued as soon as possible to ensure any 
issues raised can be considered prior to the submission of the 2018/19 Financial Statements on the 
23 August 2019.  
 
Project dependencies run across all work streams: WBS 2 Asset Management, WBS 3 Employee 
Leave Entitlements (ELE) and Payroll, WBS 4 IT, and all business unit’s financial management.  
Each P2020 work streams has responsibility for remediation of audit issues, maintenance of internal 
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controls, and completion of quality analysis and reconciliations for the 2018/19 year end. 
 
The WBS 1.2 Financial Statements team is dependent on the quality of the monthly reporting and 
reconciliation and analytical review controls and quality of postings from financial sub-systems. 
  
The monthly reporting and reconciliation process had fallen behind during the January to April 2019 
period due to competing priorities and limited resources.  Remedial action was implemented to bring 
processes back on track and to support the quality and completion of the year end reconciliations 
and work papers.  Management continue to focus on quality and addressing system issues and 
correction of postings across systems.  Additional professional accounting services have been 
engaged to support the finance team to address issues, conduct quality assurance reviews, and 
improve quality of audit work papers. 
 
P2020 utilises a number of checkpoint meetings to review progress and for management to review 
quality. 
 

 
Key Risks being managed include: 

Risk Category Risk Risk Mitigation Actions 
Overall Risk 
Assessment 

Quality – 
Remediation of 
Audit Issues 

Complex and material 
audit issues – Assets, 
IT and Employee 
Leave Entitlements. 
 

Various, refer management of Audit 
Issues. 
 

High 

Quality – Data 
Integrity 

 

Controls over quality 
of postings and 
transfer of data 
between systems. 

Two Operating 
environments. 
Authority and 
Pathways for Revenue 
and Banking posting 
to Technology One. 

 

Finance addressing identified issues 
in Pathway and Authority mapping to 
Technology One. 

 

High 

Quality – Data 
Integrity 

 

New System 
implementation – 
Ichris interfacing 
(manually) to General 
/ Project Ledgers. 

 

POC – Refer WBS 3 Payroll post 
implementation review and 
reconciliation processes in 
conjunction with Finance. Identified 
costing issues to be corrected. 

High 

Quality – Data 
Integrity 

 

New System 
implementation – 
Migration of Authority 
to Pathway. (2018/19). 

IT – Refer WBS 4 addressing change 
controls and verification of data 
migration. Identified Pathway & 
Authority mapping to be addressed. 
 
 

High 

Quality – Audit 
Working Papers 

Reconciliations and 
audit work papers are 
of insufficient quality 
and ledger balances 
are not correctly 
stated. 

 

Finance – Month end and year end 
reconciliation processes and 
analytical review. 

Additional external professional 
accounting services have been 
engaged to meet timeframes and 
improve quality of reconciliations and 
working papers, and reviews. 
 

High 
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Risk Category Risk Risk Mitigation Actions 
Overall Risk 
Assessment 

Quality – Audit 
Working Papers 
– Assets 

Asset Management 
Reconciliations and 
audit work papers are 
of insufficient quality 
and ledger balances 
are not correctly 
stated. 

Various – Refer WBS 2 Asset 
Management. P2020 Checkpoints on 
Asset Management with focus on 
improving quality of asset 
capitalisation and audit issue 
remediation. 

Material issue – Timeframe for the 
valuation of the Land Improvements 
and Other Structure Asset Classes.  
Management will conduct periodic 
checkpoints and quality assurance 
processes over the quality of asset 
information. Year End Timetable 
updated for revised timeframe. 

Additional external professional 
technical asset management advisory 
services have been engaged to meet 
timeframes and improve quality of 
reconciliations and working papers, 
and reviews. 
 
 

High 

Timeframes Audit timeframes will 
limit management’s 
ability to respond to 
audit issues in the 
critical path. 

Finance addressing quality of work 
papers and accounts to be prepared 
in accordance with year end timetable 
and levels of resourcing within the 
Finance Business Unit. 

Additional external professional 
accounting services have been 
engaged to meet timeframes and 
improve quality of reconciliations and 
working papers, and reviews. 
 

High 
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WBS 2 Asset Management 

Current Status:
  

In Progress – Off track – At Risk 

Overall Risk Rating: 
Consequence – Very High; Likelihood – High; 
Overall Risk Assessment – High 

Next Milestone/s: 

 
Land Improvements & Other Structures* – Contract Checkpoints (various) 
Capitalisation completed – 12 July 9 August 2019 
Asset journals posted, Asset notes finalised - 31 July 15 August 2019 
* Final Asset Adjustments – 15 August 2019 
 

Project Status Update: 

 
Overall the WBS 2 Asset Management work stream is reported Off track – At Risk to final 
milestones.   
 
The emerging issues placing the project at risk and impacting the next milestone relate to: 

1. Finalisation of quality reviews of asset information and  
2. Quality and timeliness of completion off the verification and valuation of Land Improvements 

and Other Structures (external consultancy RapidMap). 
To mitigate these issues significant additional asset technical advisory services have been engaged 
to support the Asset Management project work stream team to deliver key deliverables and conduct 
quality assurance. 
 
The Land Improvements and Other Structures identification and valuation process represents an 
EXTREME / HIGH RISK to P2020 objectives.  Failure to achieve either completeness, quality or 
timeframes will potentially result in the continuation of the disclaimer of audit opinion or 
modifications to the audit opinion (i.e. qualification).   To manage this risk, the engagement with the 
vendor includes various checkpoints and management of complete quality assurance and seeks to 
engage the audit office in review of the process and data quality at the interim audit. 
 
Delays in finalising the 2017/18 Asset capitalisation delayed internal resources commencing on the 
2018/19 Asset capitalisation and documentation of policies and working papers, with the asset 
capitalisation process commencing April 2019 and continuing.   
 
Weekly checkpoint meetings with the Director City Futures and key asset managers have been 
conducted to monitor risks and progress of addressing all asset related issues and finalising the 
asset movements for 2018/19.  Additional asset technical advisory services have been secured to 
support the delivery of P2020 deliverables.  Overall, management continue to commit resources to 
achieve the P2020 timeframes and quality requirements. 
 
Finalisation of Asset quality assurance is in progress, with significant internal resources and 
additional asset technical advisory services engaged to support the Asset Management project work 
stream team. Quality assurance reviews of capitalisation are expected to be completed by 2 August 
2019, from which corrections are to be finalised by 7 August, for finalisation of financial accounts 
and fixed asset registers by 15 August 2019, being the required timeframe as outlined in the 
Project2020 timeframe to ensure quality disclosure in the draft financial reports.  
 
The RapidMap engagement on Land Improvements and Other Structures now referred to as 
Recreation Assets is on track to deliver data by 9 August and valuation by 15 August.  This will then 
need to be accounted for in council’s financial system, asset registers updated and quality review 
completed. 
 
In the last quarter, the following asset related policies and procedures have been developed and 
were adopted by the Executive on the 25 July 2019 and have been applied for 2018/19: 

1. Interim Asset Capitalisation Policy 
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2. Interim Asset Accounting Procedures 
3. Interim Asset Accounting Manual 

 
In addition to the above the Audit Issues raised in the 2016/17 Audit Management Letter have 
continued to be remediated (refer Audit Issues Update attachment 4 to this report). 
 

 
Key Risks being managed include: 

Risk Category Risk Risk Mitigation Actions 
Overall Risk 
Assessment 

Quality – Audit 
Working Papers 
– Assets 

Asset Management 
Reconciliations and 
audit work papers are 
of insufficient quality 
and ledger balances 
are not correctly 
stated. 
 

Various – Refer WBS 2 Asset 
Management. P2020 Checkpoints on 
Asset Management with focus on 
improving quality of asset 
capitalisation and audit issue 
remediation. 

Material issue – Timeframe for the 
valuation of the Land Improvements 
and Other Structure Asset Classes.  
Management will conduct periodic 
checkpoints and quality assurance 
processes over the quality of asset 
information. Year End Timetable 
updated for revised timeframe. 

Additional external professional 
technical asset management 
advisory services have been 
engaged to meet timeframes and 
improve quality of reconciliations and 
working papers, and reviews. 
 

High 

Quality & 
Timeframes– 
Audit Issue 
Remediation – 
Land 
Improvements & 
Other Structures  

Land Improvements & 
Other Structure 
identification and 
valuation does not 
meet audit quality and 
/ or timeframes  

A professional consultancy has been 
engaged to complete this project.  
The engagement with the vendor 
includes various checkpoints and 
management to complete quality 
assurance and seek to engage the 
audit office in review of process and 
data quality at the interim audit. 

 

Extreme 

 

Failure to 
achieve either 
completeness, 
quality or 
timeframes 
will potentially 
result in the 
continuation 
of the 
disclaimer of 
audit opinion. 

 

Timeframes 

 

Audit timeframes will 
limit management’s 
ability to respond to 
audit issues in the 
critical path. 

 

Asset Managers addressing quality 
of work papers and accounts to be 
prepared in accordance with yearend 
timetable. 

Additional external professional 
technical asset management 
advisory services have been 
engaged to meet timeframes and 
improve quality of reconciliations and 
working papers, and reviews. 

High 
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WBS 3 Employee Leave Entitlements and Payroll 

 
Current Status:
  

In Progress – On track 

Overall Risk Rating: 
Consequence – Very High; Likelihood – High; 
Overall Risk Assessment – High 

Next Milestone/s: 
Finalise Year End Quality Review and Audit Working Papers – 15 August 
2019 
Submit to Audit – 23 August 2019 

Project Status Update: 

 
Overall remains on track to overall milestones for this work stream and remains in line with the P2020 
objectives and timeframes for completion of the remediation for 30 June 2019. 
 
Project commenced slightly later due to resources required to implement “Single Touch Payroll”.  
Subsequent to the original plan increased quality assurance has been incorporated into the approach 
and included: 
 

 Independent Quality Assurance 
 
o Engagement of external (internal audit) to conduct a review of the corrections to the 

Employee Leave Entitlements (legacy / audit issues). The brief was to ensure 
completeness and accuracy of adjustments, and quality of audit working papers.  As a 
result of these reviews an additional consultancy has also been engaged to conduct data 
analysis of ALL employee leave balances to verify the completeness of the adjustments 
and identification of any potential misstatements of employee leave entitlements.   
 

 External Consultancy to develop a financial model of the required corrections to Employee 
Leave Entitlements. 

 
 Extension of archival arrangements of former Chris21 installations. 

 
 Post Implementation Review of IChris implementation. 

 

 
Key Risks being managed include: 

Risk Category Risk Risk Mitigation Actions 
Overall Risk 
Assessment 

Quality – 
Remediation of 
Audit Issues 

Complex and material 
audit issues –
Employee Leave 
Entitlements. 
 

Various, refer management of Audit 
Issues. 

 

High 

Quality – Data 
Integrity 

New System 
implementation – 
Ichris interfacing 
(manually) to General 
/ Project Ledgers. 

POC – Refer WBS 3 Payroll post 
implementation review and 
reconciliation processes in 
conjunction with Finance. Identified 
costing issues to be corrected.  
Quality work papers evidencing 
system implementation and data 
reconciliation.  

High 
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WBS 4 IT Management  

Current Status:
  

In Progress – On track 

Overall Risk Rating: 
Consequence – Very High; Likelihood – High; 
Overall Risk Assessment – High 

Next Milestone/s: 

 
Finalise IT Audit Issues – 31 July 2019 
Interim Audit – mid June to mid July 
Finalise IT Audit Issues dependent on TechnologyOne Project – 30 June 
2020 

Project Status Update: 

 
Work has commenced and progressed but since the original project plan was documented the NSW 
Audit Office 2017/18 IT Management Letter has been responded to by Management (draft April 
2019).  Due to staff changes in IT (the former Manager of IT has moved to a new role within Bayside 
Council) Mark Cleland has been appointed as Manager IT and project stream lead.  As a result of 
detailed planning the overall milestones have been adjusted to reflect expected timeframes as per 
responses provided to the audit letter, with dates extending to 31 July 2019.  Overall the project 
remains on track to achieve project outcomes. 
 

 
Key Risks being managed include: 

Risk Category Risk Risk Mitigation Actions 
Overall Risk 
Assessment 

Quality – 
Remediation of 
Audit Issues 

Complex and material 
audit issues – Assets, 
IT and Employee 
Leave Entitlements. 
 

Various, refer management of Audit 
Issues. 

 

High 

Quality – Data 
Integrity 

New System 
implementation – 
Ichris interfacing 
(manually) to General 
/ Project Ledgers. 

POC – Refer WBS 3 Payroll post 
implementation review and 
reconciliation processes in 
conjunction with Finance. Identified 
costing issues to be corrected. 

High 

Quality – Data 
Integrity 

New System 
implementation – 
Migration of Authority 
to Pathway. 
(2018/19). 

IT – Refer WBS 4 addressing change 
controls and verification of data 
migration. Identified Pathway & 
Authority mapping to be addressed. 

High 
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Draft 2018/19 Client Engagement Plan - Audit Office NSW 
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2016/17 Interi m Audit  Manag ement Letter Acti ons  Update 
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2016/17 Final Audit M anagement Letter Ac tion U pdate  
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2017/18 Interi m IT Audit M anagement Letter Action U pdate  
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Subject Final HR Management Audit Report 

Report by Natasha Balderston, Internal Auditor  

File SF19/210 
  

 

Summary 
 
BDO completed an audit on Council’s HR Management processes and identified significant 
areas of weaknesses.  As a result, Council’s HR Management processes were deemed High 
risk.  Ten issues were identified and a corresponding twenty-nine recommendations were 
made to assist the business area in closing the existing gaps. 
 
The Manager People & Organisation Culture’s (POC) has accepted all the findings and 
recommendations. 
 
 

Officer Recommendation 
  
That the Risk & Audit Committee receives and notes the final HR Management audit report.  
 
 

Background 
 
As part of Bayside Council’s Strategic Internal Audit Plan for the year ending 30 June 2019, a 
risk based audit has been undertaken on the processes and controls in place for People & 
Organisation Culture’s (POC’s) key compliance and operational activities for the period. 
 
The objective of this internal audit was to determine and assess the design and effectiveness 
of key controls surrounding the recruitment, employee lifecycle, termination and performance 
management (at a high level) processes to ensure that Council’s key policies, procedures, 
and controls were being complied with and were considered best practice.  
 
The scope of the internal audit covered the key areas of recruitment, employee lifecycle, and 
termination including: 

1 Strategic recruitment; 

2 Policies, procedures, and legislation;  

3 Recruitment approval and planning; 

4 Advertising and candidate sourcing; 

5 Selection processes; 

6 Pre-employment screening; 

7 Employee lifecycle including promotions and position changes; 

8 Performance management; and 

9 Termination processes. 
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Interviews were held with seven Managers across the directorates, including the Major 
Projects Director, to obtain their understanding of Council’s recruitment processes.  Based 
on the information gathered from the interviews conducted, Internal Audit formed the opinion 
that Managers had, at least, a basic understanding of Council’s recruitment policy and 
processes.  
 
The audit scope did not include the management of leave.  A specific leave review was being 
undertaken by the Coordinator Payroll and an external consultant with the purpose of: 
 

 Recalculating all leave balances for an employee from the time they commenced with 
Council. 

 Reconciling any differences. 

 Making adjustments in the leave balances for staff affected. 

 Informing staff of changes to their leave balances.  
 

Due to the comprehensive nature of this review, Internal Audit did not include it in this audit’s 
scope. The audit identified one very high risk findings, one high risk findings, five medium 
risk findings, and three low risk findings, with twenty-nine recommendations. The table below 
provides a summary of the very high and high risks findings: 
 

REF. FOCUS AREA FINDINGS RATING 

2.1 Recruitment  Poor procedures for screening and selection of 

applicants. 

Very High 

2.2 Policies & 

Procedures 

Policies and procedures are not detailed enough to 

mitigate risks. 

High 

2.3 Termination 

Processes 

The off-boarding process requires review. Medium 

2.4 Training Regular training not provided for all Selection 

Committee members. 

Medium 

2.5 On - Boarding Inconsistent practices applied. Medium 

2.6 Strategy No recruitment and talent management strategy.  Medium 

2.7 Records 

Management 

Records management requires improvement. Medium 

 
Details of all findings and recommendations can be found in the attached report.  As a result, 
the overall audit has been rated as High Risk.  
 
The POC Manager has accepted all the findings and the recommendations and has put 
together an action plan to implement the recommendations.  All findings, recommendations 
and management action plans will be inputted into Pulse for tracking and follow up.  
 
 

Attachments 
 
Bayside Internal Audit of Recruitment, Employee Lifecycle Termination Process - July 2019 - 
Final ⇩    
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Bayside Internal Audit of  Recr uitment, Empl oyee Lifecycle Ter minati on Pr ocess - Jul y 2019 - Fi nal  
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Item No 5.4 

Subject Final Rates Management Audit Report 

Report by Natasha Balderston, Internal Auditor  

File SF19/210 
  

 

Summary 
 
BDO completed an audit on Council’s Rates Management processes and identified some 
areas of weakness. Six issues were identified and a corresponding nine recommendations 
were made to assist the business areas in closing the existing gaps. Only one of the six 
issues identified was rated as a high risk and it was in regards to debt recovery.  
 
The Director City Performance and Manager Finance have provided Management responses 
to all the findings and recommendations. The Executive Committee has supported the 
comments.  
 
 
 

Officer Recommendation 
  
That the Risk & Audit Committee receives and notes the final internal audit report on Rates 
Management.  
 
 

Background 
 

This internal audit was undertaken as part of the Bayside Council’s 2018/2019 approved 

Internal Audit Plan.  

The main objective of the internal audit was to assess the adequacy of the design and 

effectiveness of the control environment over the management of rates. This included rate 

charging, collection, reconciliation and financial processing and reporting. 

The internal audit considered and obtained an understanding of Council’s end to end rates 

management processes and policies, including but not limited to the following elements: 

1 Compliance with legislative requirements. 

2 Process for levying rates, including valuation of properties. 

3 Contract for the production, printing and mail-out of rates. 

4 Relevant Council policies and procedures. 

5 Systems and processes for payments (e.g. BPAY) and downloading of rates payments. 

6 Analysis of payments (e.g. what percentage pay in full v each quarter). 

7 Debt recovery process and contract. 

8 Write off provisions. 

9 Rebates and special provisions (e.g. pensioner rebates, hardship policy). 

10 Fraud risks. 

11 Process mapping. 
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12 Succession planning. 

13 Compliance with reporting requirements (e.g. reporting to Executive Team, annual 
reporting). 

 

The audit identified six issues in total, with one high risk finding, two medium risk findings 
and three low risk findings. The findings, in descending order of severity, were as follows: 
 
1 Debt recovery action needs to be effectively managed. 

2 Customer service staff need to ensure that correct and completed information is 
recorded on application forms. 

3 Monthly reports in rates management need to be provided to the Executive Team. 

4 Service Level Agreement with mailing house needs to be formalised. 

5 Policies, procedures and process mapping require finalisation and development.  

6 Succession planning and lack of staff resources need to be addressed.  

 
Nine recommendations were made in total to remediate these findings.  
 
Details of all findings and recommendations can be found in the attached report. 
 
Based on the findings and recommendations made, the overall audit has been rated as 
Medium Risk.  
 
Management responses have been provided for all the findings and recommendations. The 
recommendations and management responses will be inputted into the Pulse system for 
tracking and follow up.  
__________________________________________________________________________ 
 

Attachments 
 
FINAL - Internal Audit of Rates Management - July 2019 ⇩    
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FINAL - Internal Audit of  Rates  Management - Jul y 2019 
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5.5 Final Accounts Payable H ealth Check Report 

 

Risk & Audit Committee 22/08/2019 

Item No 5.5 

Subject Final Accounts Payable Health Check Report 

Report by Natasha Balderston, Internal Auditor  

File SF19/210 
  

 

Summary 
 
Internal Audit completed a health check on Council’s Accounts Payable processes and 
identified five areas for improvements and 10 recommendations to assist in closing the 
existing gaps. The audit assessed Council’s accounts payable processes to be Low Risk. 
The Director City Performance and Manager Finance have responded to the 
recommendations with comments, actions and timeframes. Only one recommendation 
relating to monthly accruals is not supported by management. 
 
 

Officer Recommendation 
 
1 That the Risk & Audit Committee receives and notes the final health check report on 

Accounts Payable.  

2 That the Risk & Audit Committee requests management to implement an interim 
measure to monitor the segregation of duties within the TechnologyOne user access 
for the Finance and Procurement modules. 

 

Background 
 
When Bayside Council was formed, Internal Audit developed a health check program to 
assist the new organisation in developing a robust control framework for four business areas. 
These business areas were chosen either because they were new business units for the 
organisation or were deemed high risk.  
 
The initial program proved beneficial to the organisation and as a result, Internal Audit has 
continued to include health checks as part of its yearly audit plan.  
 
In FY 2018/19, Internal Audit undertook a health check of the Accounts Payable section. The 
purpose of this health check was to: 
 

 Inform the business areas of the standard controls expected within the Accounts 
Payable function 

 Allow the business area to conduct a self-assessment on the availability and 
robustness of theses controls 

 Conduct an independent check on these controls 

 Identify areas for improvements 

 Provide realistic recommendations to improve the control environment of the business 
unit.  
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The health check identified five areas for improvements, with 3 findings rated as medium risk 
and 2 findings rated as low risk. Ten recommendations were made in total to remediate 
these findings.  
 
Internal Audit noted that there was an issue with segregation of duties. While Internal Audit 
was able to confirm that all AP Officers were allocated the role of “AP Officer” in the 
TechOne system and that the role of “AP Officer” has the following access rights: 
 

 Supplier invoice creation 

 Credit note creation 

 Payment (EFT and Cheque) preparation  

 Creditors journal creation 

 GST journal creation 

 
A user profile and access rights list for TechOne was not available due to TechOne reporting 
limitations. In addition, Internal Audit noted that the profiles and access rights are not 
regularly reviewed.  
 
The Manager Finance has advised that this is also an issue which had previously been 
identified by the Audit Office.  
 
While this functionality can be configured as part of the TechOne reimplementation project, 
the establishment and implementation of this is a long term project. It is necessary for a 
compensating control to be implemented in the interim to remediate this issue.  
 
Additionally, Management has accepted and agreed to nine out of the ten recommendations 
made. They have disagreed with the following recommendation: 
“All outstanding supplier invoices should be reviewed and recorded monthly to ensure the 
accuracy of liabilities”. 
 
Management comments to this recommendation were as follows: 

“All invoices are to be processed within Council’s payment terms. Monthly accruals are not 
supported due to increased and unnecessary administration as well as the inclusion of all 
outstanding commitments already reported in the monthly budget reports. The accrual of 
invoices is to continue to be captured as part of the end of year processing”. 
 
All findings, recommendations and management comments will be inputted into the Pulse 
system for tracking and follow up.  
 
 

Attachments 
 
Final - Accounts Payable Health Check Audit Report - July 2019 ⇩    
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Final - Accounts Payable Health C heck Audit R eport -  Jul y 2019 
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5.6 Final Fr aud and Corrupti on Framework Audit R eport  
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Item No 5.6 

Subject Final Fraud and Corruption Framework Audit Report 

Report by Natasha Balderston, Internal Auditor  

File SF19/210 
  

 

Summary 
 
Internal Audit conducted an audit into the fraud and corruption prevention controls currently 
implemented against the organisation. The purpose of this review was to benchmark 
Council’s current operating environment against the NSW Audit Office’s Fraud Control 
Toolkit to assist in identifying gaps in Council’s current operating environment.  
 
The audit identified ten areas of positive practices and ten areas for improvements, three of 
which were rated high risk and seven were rated moderate risk. Significant areas of 
weaknesses were identified and it resulted in Council’s fraud and corruption framework 
receiving a rating of High Risk. Sixteen recommendations were made to assist the business 
area in closing the identified gaps. 
 
The Manager Governance and Risk has accepted all the findings and recommendations and 
made his comments in the attached. A three year Fraud & Corruption Prevention Strategy is 
also attached outlining a comprehensive action plan for improvement. 
 
 

Officer Recommendation 

1 That the Risk & Audit Committee receives and notes the final Fraud and Corruption 
Framework audit report; and 

2 That the Risk & Audit Committee receives and notes the Fraud and Corruption 
Strategy.  

 
 

Background 
 
As part of Council’s Internal Audit Plan for the year ended 30 June 2019, Internal Audit 
conducted a review of fraud and corruption prevention controls currently implemented within 
the organisation.  
 
Fraud and corruption controls are central to Council’s ability to manage and control the risks 
associated with fraud and corruption in the local government environment. Councils, by virtue 
of their operations, have a higher propensity to the risk of fraud and corruption due to the 
nature of the services provided to the community, the level of engagement with suppliers, 
vendors, customers, developers and the management of diverse asset pools. Similarly, 
significant cash handling occurs and the number of financial transactions processed is high 
in day-to-day operations.   
 
The primary focus of this internal audit was to assess the design and implementation of the 
current fraud and corruption controls in Council compared to the ten areas of better practice 
included in the Fraud Control Improvement Toolkit issued by the NSW Audit Office.  
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The objective of this internal audit is to provide an assessment of the current risks associated 
with fraud and corruption across the Council. As part of this process, a Fraud and Corruption 
Control Policy and Strategy was also developed. The development of this document is 
required for an independent risk assessment to be performed in order to identify the areas of 
focus for the strategy.  
 
The scope of this audit was limited to the operations of Council with the following elements 
central to the internal audit:  

1 Consideration of the NSW Audit Office's Fraud Control Toolkit and its benchmarking 
against Council's current operating environment to identify any gaps in the current 
fraud and corruption control framework. 

2 The identification and assessment of relevant risks for inclusion in Council's risk 
register (where practical), taking into consideration the high level nature of the 
assessment. 

3 The identification of any opportunities to improve the current fraud and corruption 
control framework to mitigate risks to an acceptable level. 

4 The development and update of the current Fraud & Corruption Control Policy and 
Fraud and Corruption Control Strategy/Plan. As part of this process, Internal Audit 
considered the overall appropriateness of Council's current fraud and corruption 
prevention framework, covering existing policy, control plan, risk register etc. 
components. 
 

The audit identified ten positive practices that supported good fraud and corruption 
prevention. These were as follows: 
 
 Demonstrable commitment of Senior Executive of Council to the implementation of 

fraud and corruption controls and a “zero” tolerance which is communicated extensively 
through policy and procedure. 

 Roles and responsibilities for the implementation of fraud and corruption controls are 
assigned, including dedicated Internal Audit and Governance officer positions. 

 Formal and detailed policies and procedures are implemented across the organisation, 
including Codes of Conduct, Gifts and Benefits, Fraud Control Policy, financial 
processes etc. 

 Well established Audit and Risk Committee oversights internal control across the 
Council and the Internal Audit Plan has been recently redeveloped and covers higher 
risk areas from the perspective of fraud and corruption. 

 Pre-employment screening is implemented and includes checks of criminal history (for 
positions within Finance only). 

 Comprehensive Governance training, including discussion of ethical behavioural 
policies and requirements is implemented and delivered as part of staff induction 
processes. 

 Statement of Business Ethics and a communication program supporting Gifts and 
Benefits requirements “A Thank You is Enough” is implemented and advertised 
including on the Council website. 

 Reporting mechanisms are in place for fraud and corruption, comprising internal and 
external avenues being established and communicated to staff and external vendors. 

 Decision making and investigation processes are clearly defined and comprehensively 
documented, including segregation of the functions and the requirement for the use of 
suitably skilled and experienced personnel. 
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 Secondary employment requirements are defined and documented across Council, 
including responsibilities of staff and management level employees.  

The audit also identified ten areas for potential improvement in fraud and corruption 
management processes and controls. Each area for improvement has been risk rated and 
they are as follows:  
 
High Risk areas: 

 Specific Business Unit Fraud Risk Assessment not completed and documented in an 
appropriate risk register. 

 Fraud and corruption control strategy and plan out of date and not utilised to drive and 
monitor risk across the Council. 

 Lack of Data Analytics and other techniques to proactively identify potential fraud and 
corruption across the organisation. 

 
Moderate Risk areas: 

 Overall Fraud and Corruption Framework not documented. 

 No evidence of ongoing and scheduled communication plan for fraud and corruption 
risk issues across Council. 

 Fraud and corruption risk management not integrated as part of overall Enterprise Risk 
Management processes. 

 Management of ethical based training and recommitment to adherence with ethical 
policies on an annual basis. 

 Limited pre-employment screening processes, including criminal history for all positions 
of influence and decision making and the validation of qualifications with issuing 
institutions (Note: similar to findings within the HR internal audit). 

 Documentation of fraud and corruption specific controls by business unit and/or 
function. 

 Implementation of fraud and corruption controls linked to staff performance 
development plans. 

 
Details of all findings and recommendations can be found in the attached report. 

As a result, the overall audit has been rated as High Risk.  

The Manager Governance and Risk has accepted all the findings and the recommendations 

and has put together an action plan to implement the recommendations. Consultation has 

occurred with the Manager People Organisational Culture in relation to recommendations 

impacting on her business unit. All findings, recommendations and management action plans 

will be inputted into PULSE for tracking and follow up.  

The Fraud and Corruption Strategy encapsulates the recommendations from the audit report 

and puts forward a comprehensive three year action plan for improvement.  
 

Attachments 
 
1 FINAL - Internal Audit of Fraud and Corruption Control Framework - July 2019 ⇩   
2 FINAL - Fraud and Corruption Strategy 2019 - July 2019 ⇩    
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FINAL - Internal Audit of  Fraud and C orruption C ontrol Framewor k -  Jul y 2019 
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5.7 Audit Plan 2018/19 and Outs tanding Audit R ecommendations - Progress R eport 

 

Risk & Audit Committee 22/08/2019 

Item No 5.7 

Subject Audit Plan 2018/19 and Outstanding Audit Recommendations - 
Progress Report 

Report by Natasha Balderston, Internal Auditor  

File SF19/210 
  

 

Summary 
 
The purpose of this report is to highlight to the Risk and Audit Committee the progress on the 
open four audits for 2018/19. 
 
This report also provides an update on the status of recommendations outstanding at last 
Risk and Audit Committee and the status of recommendations which have become due from 
audits undertaken since then. 
 
 
 

Officer Recommendation 

1 That the Risk and Audit Committee receives and notes the progress made on the 
remaining four audits planned for 2018/19. 

2 That the Risk and Audit Committee notes the status of recommendations which are 
outstanding and those which have become due since the last Risk and Audit 
Committee meeting. 

3 That the Risk and Audit Committee notes that Internal Audit will undertake testing to 
ensure that recommendations reported by the business areas as implemented or 
completed, are verified and the results reported back to the Committee. 

 
 

Background 
 
Status of open audits from 2018/19 audit plan 

As at the last Risk and Audit Committee meeting, there were four scheduled audits that were 
not finalised. There were as follows: 
 
1 Accounts Payable Health Check 

2 Fraud and Corruption Framework – Development 

3 Rates Management 

4 DA, S7.11 contributions and VPAS. 
 
 
All 4 audits have now progressed and the status of each follows: 
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1 Accounts Payable 

The audit is now completed and the report has been made available to the Committee. 
All recommendations will be inputted into the PULSE system for tracking and follow up.  

 
2 Fraud and Corruption Framework – Development 

The audit is now completed and the report has been made available to the Committee. 
All recommendations will be inputted into the PULSE system for tracking and follow up. 

 
3 Rates Management 

The audit is now completed and the report has been made available to the Committee. 
All recommendations will be inputted into the Pulse system for tracking and follow up. 

 
4 DAs, S7.11 contributions and VPAs 

This audit is in three stages. The Development Assessment (DA) audit fieldwork has 
now been completed and a draft report has been received. Internal Audit is currently 
performing quality control over the report.  Once completed, an exit meeting will be 
held with Director City Futures and the Manager Development Assessment to discuss 
the draft findings, recommendations and risk ratings.  Where required, the report will be 
updated with the output from the discussions and sent to the Manager Development 
Assessment for management comment.  As part of Council’s internal quality assurance 
process, the management comments by the relevant stakeholders will be submitted to 
the Executive Committee for their review and final comment prior to the audit report 
being finalised. 

 
The S7.11 contributions audit is currently in the fieldwork stage.  
 
The VPA audit is scheduled to commence following the S7.11 contributions audit. 
 
All three audits will be presented at the Risk and Audit Committee meeting in November 
2019.  
 
Other Audit work 

In addition to the work undertaken as part of the audit plan, BDO has also completed a stock 
take and process review of fleet, plant (including small plant) and equipment.  The draft audit 
report has been received, exit meetings have been held with the relevant stakeholders and 
their management comments captured in the draft report.  The draft report has been 
presented to the Executive Committee.  Due to the nature of the findings, the General 
Manager is considering the recommendations and further advice prior to finalising the 
management comments in response to the findings and recommendations. 
 
The final report will be submitted to the Risk & Audit Committee meeting in November 2019.  
 
The recommendations from all audits are put into PULSE for action by the relevant 
Managers and regular management reporting. 
 
Status of outstanding and due audit recommendations 

At the writing of this report, all audit recommendations have been reported as implemented 
and completed by the relevant business areas with the exception of the following: 
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Inventory Management audit: 

The Coordinator Stores and Fleet Operations has requested a revised due date for the 
following recommendation: 
 
“The units of measure in TechOne should be modified to reflect the ordering and 
issuing units.  Similarly, location of store items should be streamlined”. 
 
The units of measure used in recording the receipt of items in the TechOne system 
currently does not reflect the ordering and issuing of these items.  Assistance has been 
sought from the IT team to determine if the units of measure can be altered in the 
system to streamline the receipting and issuing of items.  
 
The revised due date for the implementation of this recommendation is 22 November 
2019. 
 
This is the first time on this recommendation that a request has been made to change 
the original due date and the deferment appears reasonable.  
 
Cash Handling audit: 

Manager Customer Service has requested for a revised due date for the following 
recommendation: 
 
“A policy and procedure should be developed and implemented in relation to the 
wearing, and use of personal duress alarms.  Staff should be made aware on the use 
of personal duress alarms”. 
 
A draft policy has been distributed for the stakeholder feedback.  The implementation 
of the use of duress alarms and training is still required.  
 
The revised due date for the implementation of this recommendation is 30 September 
2019. 
 
This is the first time on this recommendation that a request has been made to change 
the original due date and the deferment appears reasonable.  

 
As a matter of process, Internal Audit will verify the implementation of these 
recommendations through interviews, observation and testing to determine: 

a Whether controls have actually been implemented 

b Whether new controls are being utilised and are embedded within the business unit’s 
process 

c Whether the controls implemented can be relied upon to reduce the risks identified. 
 
Internal Audit verification results will be reported to the Executive and the Risk & Audit 
Committee.  
 
 

Attachments 
 
Nil 
 5.8 Risk Management Over view 
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Item No 5.8 

Subject Confidential - Risk Management Overview 

Report by Doris Lum, Acting Coordinator Risk Management  

File F08/85.002 

 

Confidential 
 
The matters in this report are confidential, as it is considered that it is in the public interest 
that they not be disclosed to the public. In accordance with the Code of Conduct, the matters 
and the information contained within this report must not be discussed with or disclosed to 
any person who is not a member of the meeting or otherwise authorised.  
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