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1 DECLARATION OF MEETING OPENING/ANNOUNCEMENT OF VISITORS

The Chief Executive Officer announced the meeting opened at 2:33pm.

1.1 APPOINTMENT OF A PRESIDING MEMBER

The CEO advised that he had received one written nomination from Cr Masarei.

The CEO called for further nominations.

There being no further nominations, the CEO declared Cr Masarei elected as
Presiding Member (unopposed).

Cr Masarei assumed the Chair at 2:34pm.

2 DISCLAIMER

The Presiding Member drew attention to the Town’s Disclaimer.

3 ANNOUNCEMENTS BY PRESIDING MEMBER WITHOUT DISCUSSION

The Presiding Member announced that the meeting is being recorded, solely for the
purpose of confirming the correctness of the Minutes.

4 ATTENDANCE

Members

Cr Craig Masarei Elected Member
Cr Paul MacFarlane Elected Member
Cr Kirsty Barrett Elected Member

Officers

Mr Mat Humfrey Chief Executive Officer
Mr Neil Hartley Acting Deputy Chief Executive Officer
Ms Mary-Ann Winnett Governance Coordinator

Visitors

Nil

Apologies

Nil

5 DECLARATION OF INTERESTS

Nil.

6 CONFIRMATION OF MINUTES

Moved Cr Barrett Seconded Cr MacFarlane
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That the Minutes of the Audit Committee Meeting held on Tuesday 30 July 2019
be confirmed as a true and accurate record.

Carried 3/0

NOTE: The Audit Committee Meeting scheduled for 12 November did not occur
due to a lack of a quorum. Confirmation of the rescheduled meeting minutes will
occur at a future Audit Committee Meeting.

7 PRESENTATIONS

Nil
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8 REPORTS

8.1 REPORTS OF OFFICERS

8.1.1 POLICY DEVELOPMENT - DIVESTMENT OF FOSSIL FUELS

File Ref: SUB/2791
Attachments: Nil
Responsible Officer: Mat Humfrey, Chief Executive Officer
Author: Neil Hartley, Acting Deputy Chief Executive Officer
Author Disclosure of Interest: Nil

SUMMARY

In November 2018, Council adopted an “in-principle position” on the environmental position
of divestment of fossil fuels.

The Audit Committee subsequently asked that a further report be provided on the matter of
credit risk, and how the risk profile could change under the proposed revised policy.

In order to undertake the research task comprehensively, consideration is required to be
given to such aspects as environmental and fossil fuels understanding; risk assessment
capacity; financial impact analysis; investment governance; and local government policy
understanding. This report therefore proposes that a budget allocation be provided in order
to locate an external consultancy with the capacity to appropriately advise Council on the
subject.

BACKGROUND

At the November 2018 Ordinary Meeting, the following resolution was adopted by Council;

That the administration prepares a report for the Mid-Year budget review on the
implications for the Town of Cottesloe of divesting from fossil fuels. This is to include:

1. The extent that it is possible for a WA Local Government to divest from fossil
fuels.

2. That Council commits to consultation with ratepayers to establish community
support before taking any further steps towards implementing a divestment
policy.

3. The WALGA position on divestment from fossil fuels.

4. Information on how many Local Governments in WA have already taken this step.

5. Example(s) of divestment policy from a WA Local Government.

6. Financial implications for the Town of Cottesloe.

7. Realistic time frame in which any such policy may be introduced.

8. Alignment with the Town’s Community Strategic Plan, Corporate Business Plan
and existing policies.
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The 30 July 2019 Audit Committee considered one aspect of the Council position adopted (to
do with the management of the Town’s Investments Policy) and recommended…. “that the
matter be deferred to allow a report on the credit risk with particular reference to the Town’s
current risk profile and how the risk profile could change under the revised policy and
whether that new risk profile is commensurate with the intentions of the Council”.

Divestment by definition, is the opposite of an investment – it simply means getting rid of
stocks, bonds, accounts or investment funds that are morally ambiguous. For the purposes
of this paper, divestment will refer to removing investment from companies who are
involved in fossil fuel projects. Fossil fuels are defined as “A natural fuel such as coal or gas,
formed in the geological past from the remains of living organisms.” Fossil fuel divestment is
essentially therefore aimed at companies who invest in coal, oil and natural gas projects.

STRATEGIC IMPLICATIONS

This report is consistent with the Town’s Strategic Community Plan 2013 – 2023.

Priority Area 6: Providing open and accountable local governance

Major Strategy 6.2: Continue to deliver high quality governance, administration, resource
management and professional development.

POLICY IMPLICATIONS

There is no existing overarching divestment in fossil fuels policy.  It is anticipated that only
changes to the existing Management of Investments Policy will be required, but there could
be potential “flow-on” implications for changes to other existing policies.

STATUTORY ENVIRONMENT

Local Government Act 1995

Local Government (Financial Management Regulations) 1996

FINANCIAL IMPLICATIONS

There will be financial implications resultant from any change to existing fossil fuel usage.
That change could in some instances be positive, whilst in others, it may be negative.  For
example, the Town generates approximately $310,000 (or 3.0% of rates) in investment
income each year with the existing Management of Investments Policy.  A 10% change in
result in this area alone would create a $31,000(+/-) variation to the Town’s current financial
position.

Whilst no indication of pricing has been sought from potential consultants, depending on the
depth and breadths of the terms of reference agreed on, the cost of producing a final draft
of a policy could be in the order of up to $5 - 10,000, with a similar sum possible for the
community consultation component (although that will be very dependent on the extent of
consultation, and the interest generated).  Some form of ongoing advice would also be
expected to be necessary, to ensure that future investments were appropriately placed.
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STAFFING IMPLICATIONS

Staff will be required to develop the terms of reference, call for, assess, and report on the
request for quotations/tender if Council supports retaining the services of a consultant to
undertake the research required to advise Council on this matter.

There is likely to be at least a short term minor staffing implications impact following the
adoption of any strategic fossil fuels policy.  For example, new systems and procedures, and
possibly new contracts for supply of investment services might be required to be put into
place.  Once these changes are implemented and stabilised, staffing would return to existing
levels.

ENVIRONMENTAL SUSTAINABILITY IMPLICATIONS

The divestment of fossil fuel related investments is intended to have a positive, long term
environmental benefit.  For example, by encouraging investment in alternative energy
sources.

CONSULTATION

Elected Members’ Briefing Forum April and May 2019.

Any eventual overarching (draft) Fossil Fuels Divestment Policy would (as the Council
resolution requires) be advertised to highlight the divestment position taken by Council and
to invite community input prior to final adoption consideration.

WALGA

OFFICER COMMENT

In regards to the questions raised in the November 2018 Resolution:

1. The extent that it is possible for a WA Local Government to divest from fossil fuels.

In regard to investments, the Town has a restrictive policy and only uses secure term
deposits from suitable institutions that meet the Town’s credit rating requirements.
Other institutions do offer options that would allow the Town to divest from
institutions that finance fossil fuel related industry.

2. That Council commits to consultation with ratepayers to establish community support
before taking any further steps towards implementing a divestment policy.

If the Town adopts a strategic policy position of divestment from fossil fuel, invitations
for public comment will be undertaken.  Any consequential policies of a consistent
nature to the “head investment policy” (i.e. of a more administrative nature) would
presumably not need to be advertised.

3. The WALGA position on divestment from fossil fuels.

Following endorsement by WALGA’s Executive Council and State Council, as of 7
December 2016, WALGA’s Investment Policy incorporates divestment from fossil fuels.
The policy now states, ‘WALGA acknowledges climate change and supports more
environmentally responsible investing. It will seek to invest in financial institutions
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which do not fund fossil fuel, directly or indirectly; subject to minimum credit risk and
portfolio exposure limits prescribed elsewhere in this policy.’

In addition to the above specific comment, the WALGA Website includes a summary of
its and the Local Government sectors positions on fossil fuel divestment. The page
includes a WALGA prepared discussion paper (February 2017) that provides an
overview of divestment.

Information on how many Local Governments in WA have already taken this step.

There has been some research undertaken in regard to the number of local
governments in Western Australia, which currently have a policy to not invest with
entities that finance fossil fuel related industries.  Twelve local governments have
divestment policies.

4. Example(s) of divestment policy from a WA Local Government.

Investment divestment policies were highlighted at the 30 July 2029 Audit Committee
meeting.  In particular, the City of Fremantle has a policy that includes the following
statements -

 The City of Fremantle considers climate crisis a serious threat to current and
future generations locally, nationally and internationally.

 Most world governments have agreed through the 2009 Copenhagen Accord that
any warming above a 2°C (3.6°F) rise would be unsafe, and that future carbon
emissions release should be significantly limited.

 The Carbon Tracker Initiative found that fossil fuel companies possess proven
fossil fuel reserves that would release approximately 2,795 gigatons of CO2 if
they are burned, which is five times the amount that can be released without
exceeding 2°C of warming.

 The City of Fremantle has committed to carbon neutrality, and to this end seeks
to ensure its financial investments consider the reduction of fossil fuels and our
One Planet Fremantle Strategy.

5. Financial implications for the Town of Cottesloe.

There will be financial implications resultant from any change to existing investment
protocols.  That change could in some instances be positive, whilst in others, it may be
negative.  For example, the Town generates approximately $310,000 (or 3.0% of rates)
in investment income each year with the existing Management of Investments Policy.
A 10% change in result in this area alone would create a $31,000(+/-) variation to the
Town’s current financial position.

6. Realistic time frame in which any such policy may be introduced.

If the Town was to adopt a policy position of divestment, it would likely take several
months to implement such a decision depending on several factors including time of
the year, the availability of internal and external professional support, and the actual
position taken by Council.

7. Alignment with the Town’s Community Strategic Plan, Corporate Business Plan and
existing policies.
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The adoption a divestment policy position would indirectly be in keeping with the
Town’s strategic objectives, by promoting a healthier environment and the long term
protection of assets from the effects of climate change.

Officers are of the view that to undertake this fossil fuels divestment investigation, to draft a
policy position paper and consult with the community on the subject, and to then finalise
the development of such a policy, will require the support and assistance of a consultancy
service with a broad reach of service capability (e.g. research capability, environmental
understanding, risk assessment, financial impact analysis, investment governance, and policy
development).

VOTING REQUIREMENT

Simple Majority

OFFICER RECOMMENDATION

That the Audit Committee recommends;

That Council;

1. ENDORSE the objective of researching the potential of developing a Divestment of
Fossil Fuels Investment Policy, and the management of future investments;

2. CONFIRM that to enable comprehensive levels of research and associated
benefits/impacts to be provided for Council’s consideration, the use of an external
consultancy with the appropriate level of capacity is required, including the potential
of an ongoing advice service; and

3. RECOMMENDS that officers seek estimates of pricing for #2 above, for referral for
consideration as part of the 2019/20 mid-year budget review.

OFFICER AND COMMITTEE RECOMMENDATION

Moved Cr MacFarlane Seconded Cr Barrett

That this item be deferred and the Administration undertake a study on the cost of the
research for the development of the policy, including indicative opportunity cost if such a
Divestment of Fossil Fuels Investment Policy was implemented.

Carried 3/0

Reason: Committee wished to understand likely costs (for study and ongoing) prior to
deliberating on the question of whether to recommend a budget allocation.
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8.1.2 AUDITOR'S EXIT INTERVIEW

File Ref: SUB/2791
Applicant(s) Proponents:
Attachments: 8.1.2(a) Audit Plan - Year Ending 30 June 2019 - Office of

the Auditor General
Responsible Officer: Mat Humfrey, Chief Executive Officer
Author: Neil Hartley, Acting Deputy Chief Executive Officer
Author Disclosure of Interest: Nil

SUMMARY

The Town has an External Audit Plan (attached) for the year ending 30 June 2019, prepared
by Ernst & Young in consultation with the Office of the Auditor General.

The Plan includes an “exit” meeting between the auditors and the Town’s Audit Committee.

The purpose of this Audit Committee meeting is to facilitate that exit interview occurring,
which will include discussion on the closing audit report and management letter.

BACKGROUND

The Audit Plan has been prepared acknowledging, and with consideration of, Cottesloe’s
current and emerging business risks and the resultant financial statement impacts. It is
designed to be responsive to the unique needs of the Town of Cottesloe, to maximise audit
effectiveness and to deliver the high-quality audit you expect.  The Areas of Audit Focus
were:
 Government contributions;

 Revenue recognition for rates, fees and charges;

 Valuation of property, plant and equipment, including infrastructure assets;

 Financial ratio compilation;

 Compliance with operational procurement control requirements;

 Litigation and claims;

 Accuracy of cash backed reserves and Trust Fund accounting;

 Adoption of AASB 9 Financial Instruments;

 Accuracy of employee benefits expense; and

 Accuracy of related party disclosures.

The Auditors have been conducting the Town’s audit for the last several weeks and are now
in a position where they can provide the exit meeting with the Audit Committee, which will
include discussion on the closing audit report and management letter (neither were
available at the time of finalisation of this agenda).
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STRATEGIC IMPLICATIONS

This report is consistent with the Town’s Strategic Community Plan 2013 – 2023.

Priority Area 6: Providing open and accountable local governance

Major Strategy 6.2: Continue to deliver high quality governance, administration, resource
management and professional development.

POLICY IMPLICATIONS

There are no perceived policy implications arising from the officer’s recommendation.

STATUTORY ENVIRONMENT

Local Government Act 1995

Local Government (Audit) Regulations 1996

The relevant sections of the Local Government Act 1995 read as follows:

6.4. Financial report

(1) A local government is to prepare an annual financial report for the preceding
financial year and such other financial reports as are prescribed.

(2) The financial report is to —

(a) be prepared and presented in the manner and form prescribed; and

(b) contain the prescribed information.

(3) By 30 September following each financial year or such extended time as the
Minister allows, a local government is to submit to its auditor —

(a) the accounts of the local government, balanced up to the last day of the
preceding financial year; and

(b) the annual financial report of the local government for the preceding financial
year.

7.12AA. Application 29

This Division applies in relation to a local government that does not have an audit
contract that is in force.

7.12AB. Conducting a financial audit

The auditor must audit the accounts and annual financial report of a local government
at least once in respect of each financial year.

7.12AC. Dispensing with a financial audit

(1) Despite section 7.12AB, the auditor may dispense with all or any part of a
financial audit if the auditor considers that the dispensation is appropriate in the
circumstances.

(2) The auditor must consult the Minister before exercising the power conferred by
subsection (1).
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(3) If the auditor exercises the power conferred by subsection (1), the auditor must
notify —

(a) the Public Accounts Committee as defined in the Auditor General Act
section 4(1); and

(b) the Estimates and Financial Operations Committee as defined in the Auditor
General Act section 4(1).

7.12AD. Reporting on a financial audit

(1) The auditor must prepare and sign a report on a financial audit.

(2) The auditor must give the report to —

(a) the mayor, president or chairperson of the local government; and

(b) the CEO of the local government; and

(c) the Minister.

The relevant sections of the Local Government (Administration) Regulations 1996 read as
follows:

16. Functions of audit committee

An audit committee has the following functions —

(a) to guide and assist the local government in carrying out —

(i) its functions under Part 6 of the Act; and

(ii) its functions relating to other audits and other matters related to financial
management;

(b) to guide and assist the local government in carrying out the local
government’s functions in relation to audits conducted under Part 7 of the Act;

(c) to review a report given to it by the CEO under regulation 17(3) (the CEO’s
report) and is to —

(i) report to the council the results of that review; and

(ii) give a copy of the CEO’s report to the council;

(d) to monitor and advise the CEO when the CEO is carrying out functions in
relation to a review under —

(i) regulation 17(1); and

(ii) the Local Government (Financial Management) Regulations 1996
regulation 5(2)(c);

(e) to support the auditor of the local government to conduct an audit and carry
out the auditor’s other duties under the Act in respect of the local
government;

(f) to oversee the implementation of any action that the local government —

(i) is required to take by section 7.12A(3); and
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(ii) has stated it has taken or intends to take in a report prepared under
section 7.12A(4)(a); and

(iii) has accepted should be taken following receipt of a report of a review
conducted under regulation 17(1); and

(iv) has accepted should be taken following receipt of a report of a review
conducted under the Local Government (Financial Management)
Regulations 1996 regulation 5(2)(c);

(g) to perform any other function conferred on the audit committee by these
regulations or another written law.

FINANCIAL IMPLICATIONS

There are no perceived financial implications arising from the officer’s recommendation.

STAFFING IMPLICATIONS

There are no perceived staffing implications arising from the officer’s recommendation.

ENVIRONMENTAL SUSTAINABILITY IMPLICATIONS

There are no perceived environmental sustainability implications arising from the officer’s
recommendation.

CONSULTATION

Senior Staff

Ernst & Young, Australia.

OFFICER COMMENT

The exit meeting provides the Audit Committee with the opportunity to meet with Ernst &
Young representatives; to read the closing audit report; to hear of the activities of the audit;
and to ask questions/seek clarifications.  The Town’s final Audit Report will be presented to
the Audit Committee upon its conclusion, following which the Annual Report will be
completed and the Electors’ General Meeting will be scheduled.

VOTING REQUIREMENT

Simple Majority

The Committee discussed the IT Upgrade and the electronic purchasing system to be
followed up

The Committee requested that an action be added to the outstanding items list for the
electronic purchasing system to be added to the action list

The Committee discussed the recommendations from the mid-year audit. There were six or
seven recommendations made. Mr Hartley advised that these actions were recorded in the
Council Resolution Database and most of these were completed, with the last one or two in
progress.
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The CEO advised that Councillors would be provided with an updated version of this
database at the February Briefing Forum meeting.

The Committee agreed to copy the mid-year audit recommendations from the Council
Resolution Database to the outstanding items list.

OFFICER AND COMMITTEE RECOMMENDATION

Moved Cr MacFarlane Seconded Cr Barrett

That the Audit Committee recommends;

That Council NOTES that the Auditor’s Exit Interview was conducted on 15 November
2019.

Carried 3/0
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8.2 ITEMS FOR DISCUSSION

Nil

9 GENERAL BUSINESS

9.1 COMMITTEE MEMBERS

9.2 OFFICERS

10 MEETING CLOSED TO PUBLIC

10.1 MATTERS FOR WHICH THE MEETING MAY BE CLOSED

11 NEXT MEETING

To be advised.

12 MEETING CLOSURE

The Presiding Member announced the closure of the meeting at 3:13pm.
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