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1 DECLARATION OF MEETING OPENING/ANNOUNCEMENT OF VISITORS 

The Presiding Member announced the meeting opened at 2:00pm. 

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 Mark Rodda Presiding Member, Elected Member 
Cr Lorraine Young  Elected Member 
Cr Helen Sadler Elected Member 
Prof David Gilchrist Committee Member 
Ms Vicky Van Heerden Committee Member 

Officers  

Mr Mat Humfrey Chief Executive Officer 
Mr Garry Bird Deputy Chief Executive Officer 
Mr Wayne Richards Finance Manager 
Ms Ann-Marie Donkin Governance Officer 

Visitors 

Mr Michael Hoang Ernst and Young 
Mr Michael Baxter Ernst and Young 
Ms Kelly Tenich Office of the Auditor General 

Apologies  

Nil 

5 DECLARATION OF INTERESTS 

Nil 

6 CONFIRMATION OF MINUTES 

Moved Cr Young  Seconded Cr Sadler 

That the Minutes of the Audit Committee Meeting held on Tuesday 19 March 
2019 be confirmed as a true and accurate record. 

Carried 5/0 
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7 PRESENTATIONS 

Nil  
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8 REPORTS 

8.1 REPORTS OF OFFICERS 

It is to be noted that for the benefit of the external auditors in attendance that the 
committee agreed to consider the officers reports in the following order; 8.1.2, 8.1.3 and 
8.1.1. 

8.1.1 REVIEW OF INVESTMENT POLICY 

 

File Ref: SUB/2791 
Attachments: 8.1.1(a) Draft Management of Investments Policy    
Responsible Officer: Mat Humfrey, Chief Executive Officer  
Author: Garry Bird, Deputy Chief Executive Officer  
Author Disclosure of Interest: Nil 
 

This item was dealt with at the conclusion of 8.1.3 2019 Financial Management Review. 

SUMMARY 

To consider a review of the existing Management of Investments Policy, incorporating an 
objective to divest from fossil fuel related investments and other amendments. 

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. 

 

STRATEGIC IMPLICATIONS 

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

Priority Area 6: Providing open and accountable local governance 
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Major Strategy 6.2: Continue to deliver high quality governance, administration, resource 
management and professional development. 

POLICY IMPLICATIONS 

The exiting Management of Investments Policy will be amended to reflect the attached 
changes if adopted by Council. 

STATUTORY ENVIRONMENT 

Local Government Act 1995 

Local Government (Financial Management Regulations) 1996 

FINANCIAL IMPLICATIONS 

The Town generates approximately $310,000 (or 3.0% of rates) in investment income each 
year, with the Management of Investments Policy used by staff to manage these 
investments. 

STAFFING IMPLICATIONS 

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

ENVIRONMENTAL SUSTAINABILITY IMPLICATIONS 

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

CONSULTATION 

Elected Members’ Briefing Forum April and May 2019. 

The Community Consultation Policy prescribes that policy development should be advertised 
in a newspaper, on the website, newsletter and ratepayer group at all times. In recent times 
it has been the practice not to advertise administrative policies in the newspaper to save on 
costs and limit the consultation to matters that directly affect electors. 

Given the nature of the Management of Investments Policy it is not recommended to seek 
community input into the amended policy but rather promote its adoption and objectives to 
highlight the divestment position taken by Council. 

OFFICER COMMENT 

In regards to the questions raised in the November 2018 Resolution, staff respond as 

follows; 

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

The Town has a restrictive policy on investments and only uses secure term deposits 
from suitable institutions that meet the Town’s credit rating requirements. Other 
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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 policy position of divestment from fossil fuel related investments, 
it is suggested that a revised Investment Policy be prepared to reflect this and 
advertised for public comment. 

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 
which do not fund fossil fuel, directly or indirectly; subject to minimum credit risk and 
portfolio exposure limits prescribed elsewhere in this policy.’ 

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

There are a number of local governments in Western Australia, who currently have a 
policy to not invest with entities that finance fossil fuel related industry. 

These local governments appear to have taken an approach to only partly divest of 
such investments, preferring to use a combination of the four major banks (who are 
fossil fuel related) to ensure security of the investment (using credit ratings) and only 
investing a smaller percentage of investments in non-fossil fuel related, higher risk 
investments (generally smaller banks). 

To divest of all such investments would mean accepting a far greater level of risk with 
the investment portfolio. 

Staff have looked at several policies implemented by other local governments with 12 
local governments having divestment policies. 

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

See attached City of Fremantle Investment Policy and Investment Report pack. 

The City of Fremantle’s Divestment Policy is a good example if the town was to adopt a 
position on divestment. The City of Fremantle Policy states; 

 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. 
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 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. 

 To this end the City of Fremantle will review and manage its investment portfolio 
to identify financial institutions which support either direct or indirect support of 
fossil fuel companies and will limit investments in these institutions to the 
minimum required which will allow compliance with parts 4 and 5 above.  

Reviewing the City of Fremantle Investment report, as at July 2018, 
approximately 46% of investments were with institutions associated financing 
fossil fuel related companies. 

6. Financial implications for the Town of Cottesloe. 

The City of Fremantle uses an external agency ‘Market Forces’ to assist to identify 
which institutions offer non-fossil fuel related investment options. The costs of this 
service are free, with the information readily available at their website 
‘marketforces.org.au’ 

A brief analysis of comparable interest rates from institutions that offer divestment 
options to the existing major banks currently used shows little difference in the rates 
available. As such there would be not net impact on the income received from these 
investments. 

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

If the Town was to adopt a policy position of divestment, it would take between three 
and six months to implement such a decision depending on several factors including 
time of the year, amount currently invested and date of maturity and actual position 
taken by Council. 

8. Alignment with the Town’s Community Strategic Plan, Corporate Business Plan and 
existing policies. 

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.  

At the April 2019 Briefing Forum, the attached draft policy was presented for the feedback 
from Elected Members. At this Forum, the following issues were raised for further 
consideration; 

 Authorised Deposit Institutions (ADI’s) 

The following information has been reproduced from the Australian Securities and 
Investment Commission (ASIC) website 

The Australian Government has guaranteed deposits up to $250,000 in 
Authorised Deposit-taking Institutions (ADIs) such as your bank, building society 
or credit union. This means that this money is guaranteed if anything happens to 
the ADI. 

https://www.moneysmart.gov.au/glossary/b/building-society
https://www.moneysmart.gov.au/glossary/c/credit-union
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The cap applies per person and per ADI. So if you have $250,000 with one ADI 
and $250,000 with another, then both of your deposits are guaranteed. If you 
have more than $250,000 with one ADI then only up to $250,000 is guaranteed. 

Some ADIs operate multiple brands or may offer deposit accounts under more 
than one brand name. However, they are still part of the same ADI. The 
guarantee covers deposits per ADI, not per brand name. For example, if you have 
multiple deposit accounts with brands that are owned by the same ADI, the 
guarantee will only apply to $250,000 of these funds in total. If this concerns you, 
make sure you know who the ADI is that you bank with. 

In the case of joint accounts, each account holder is entitled to an individual 
guarantee up to $250,000. 

The guarantee applies to all ADIs incorporated in Australia, including Australian-
owned banks, foreign subsidiary banks, building societies and credit unions. 

The types of accounts covered by the guarantee are: savings accounts; call 
accounts; term deposits; current accounts; cheque accounts; debit card accounts; 
transaction accounts; personal basic accounts; cash management accounts; farm 
management deposits; pensioner deeming accounts; mortgage offset accounts, 
either 100 per cent or partial offset that are separate deposit accounts; trustee 
accounts; and retirement savings accounts. 

Staff are of the view that the attached Draft Policy is an acceptable balance between 
ensuring the security of the Town’s investments and encouraging further investment in non-
fossil related industries. 

As the Policy was being reviewed to consider the above Resolution, staff took the 
opportunity to review other aspects of the policy and make further amendments to improve 
the policies clarity and direction for staff. These amendments are noted in the attached 
draft. 

VOTING REQUIREMENT 

Simple Majority  

OFFICER RECOMMENDATION 

That the Audit Committee recommends: 

That Council ADOPT the revised Management of Investments Policy as attached 

PROCEDURAL MOTION AND COMMITTEE RESOLUTION 

Moved Cr Young  Seconded Prof Gilchrist 

Defer this item 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.. 

Carried 5/0 
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8.1.2 INTERIM AUDIT RESULTS FOR THE YEAR ENDING 30 JUNE 2019 

 

File Ref: SUB/2791 
Attachments: 8.1.2(a) Interim Audit Results for the Year Ending 30 

June 2019    
Responsible Officer: Mat Humfrey, Chief Executive Officer  
Author: Garry Bird, Deputy Chief Executive Officer  
Author Disclosure of Interest: Nil 
 

For the benefit of the external auditors this item was dealt with before 8.1.1 Review of 
Investment Policy 

SUMMARY 

The Interim Audit for the 2018/19 financial year was undertaken during May, June and July 
2019. 

The results of the audit have now been received from the Officer of the Auditor General and 
are attached for Committee Members consideration. 

BACKGROUND 

The interim audit is a process whereby the appointed Auditors and/or their representatives 
undertake a review of various financial management procedures and reporting matters. This 
process assists the auditors in forming an opinion of the annual financial statements by 
testing the Towns systems and processes. 

For the 2018/19 Audit, Ernst and Young Pty Ltd have been appointed by the Office of the 
Auditor General to undertake the audit on their behalf. 

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 (Financial Management) Regulations 1996 

Local Government (Audit) Regulations 1996 

FINANCIAL IMPLICATIONS 

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

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

ENVIRONMENTAL SUSTAINABILITY IMPLICATIONS 

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

CONSULTATION 

Office of the Auditor General 

Ernst and Young 

OFFICER COMMENT 

The Auditor has identified eight matters for further consideration during the interim audit. 
These eight matters are summarised and were rated as follows; 

INDEX OF FINDINGS RATING 

 Significant Moderate Minor 

1. Lack of documentation of test and 
approval for minor changes 

 
 

 

2. Unrestricted vendor’s access to 
Authority’s production environment 

 
 

 

3. Business User with privileged IT functions 
to the Authority application 

 
 

 

4. Discounts on rates  
 

 

5. Document execution of control 
procedures 

  
 

6. Review of policies and procedures  
 

 

7. Quotation Acceptance 
 

  

8. Grants and contracts register   
 

 

Officer comment regarding the eight issues are contained in the attached Interim Audit 
Management Letter for consideration by Committee Members. 

VOTING REQUIREMENT 

Simple Majority  

OFFICER RECOMMENDATION 

THAT the Audit Committee recommend to Council; 
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1. That the matters identified in the 2018/19 Interim Audit Management Letter be noted 
, and; 

2. That the actions of staff in in responding to these issues as follows, be endorsed: 

a) Implement change request documentation for minor IT upgrades. 

b) Obtain assurances from Civica Pty Ltd that protect the Town’s information from 
inappropriate access by their staff. 

c) Implement systems that check rates settings prior to the levying of the annual 
rates notice. 

d) Implement a sign off form for authorisation to proceed with the printing of the 
annual rates notice to confirm accuracy. 

e) Ongoing development of an internal accounting manual. 

f) The implementation of a new purchase order form that verifies or otherwise 
compliance with Purchasing policy requirements, and 

g) The implementation of a Contracts and Grants Registers 

 

COMMITTEE RECOMMENDATION  

Moved Prof Gilchrist   Seconded Cr Sadler 

THAT the Audit Committee recommend to Council; 

1. That the matters identified in the 2018/19 Interim Audit Management Letter be 
noted , and; 

2. That the actions of staff in in responding to these issues as follows, be endorsed: 

a) Implement change request documentation for minor IT upgrades. 

b) Obtain assurances from Civica Pty Ltd that protect the Town’s information from 
inappropriate access by their staff, and further note that staff will develop a 
system that regularly monitors and reviews in a timely fashion ALL access to 
the system 

c) Further consider the suggestion to create a second user access for employees 
who have administrator access privileges  

d) Implement systems that check rates settings prior to the levying of the annual 
rates notice. 

e) Implement a sign off form for authorisation to proceed with the printing of the 
annual rates notice to confirm accuracy. 

f) Consider a system whereby a program for regular policy review is developed 
for further consideration at an elected members briefing forum 

g) Ongoing development of an internal accounting manual. 

h) The implementation of a new purchase order form that verifies or otherwise 
compliance with Purchasing policy requirements, and 
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i) The implementation of a Contracts and Grants Registers 

Carried 5/0 
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8.1.3 2019 FINANCIAL MANAGEMENT REVIEW 

 

File Ref: SUB/2791 
Attachments: 8.1.3(a) 2018 Financial Management Review    
Responsible Officer: Mat Humfrey, Chief Executive Officer  
Author: Garry Bird, Deputy Chief Executive Officer  
Author Disclosure of Interest: Nil 
 

As per the order of business this item was dealt at the conclusion of  8.1.2 Interim Audit 
Results for the Year Ending 30 June 2019. 

SUMMARY 

To consider a report into the financial systems of the Town, prepared in accordance with 
Regulation 17 of the Local Government (Audit) Regulations 1996. 

BACKGROUND 

A Financial Management Review is required every three years as per the provisions of the 
Local Government (Audit Regulations) 1996 Regulation 17. 

Following a competitive quotation process, the Town administration engaged the services of 
Butler Settineri to undertake this review in January 2019. 
 

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 

17. CEO to review certain systems and procedures 

(1) The CEO is to review the appropriateness and effectiveness of a local 
government’s systems and procedures in relation to —  

 (a) risk management; and 

 (b) internal control; and 

 (c) legislative compliance. 
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(2) The review may relate to any or all of the matters referred to in subregulation 
(1)(a), (b) and (c), but each of those matters is to be the subject of a review 
not less than once in every 3 financial years. 

 (3) The CEO is to report to the audit committee the results of that review. 

FINANCIAL IMPLICATIONS 

The review undertaken by Butler Settineri cost $6,500. 

There are no long term perceived financial implications arising from the review and staff 
have responded to the issues raised. 

STAFFING IMPLICATIONS 

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

ENVIRONMENTAL SUSTAINABILITY IMPLICATIONS 

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

CONSULTATION 

Nil 

OFFICER COMMENT 

The Auditor has identified eighteen matters for further consideration during the interim 
audit.  

Officer comment regarding the eighteen issues are contained in the Review which is 
attached for consideration by Committee Members. 

VOTING REQUIREMENT 

Simple Majority  

OFFICER AND COMMITTEE RECOMMENDATION 

Moved Prof Gilchrist   Seconded Cr Rodda 

THAT the Audit Committee recommend to Council that the matters identified in the 2018 
Financial Management Review be noted, and the actions of staff in responding to these 
matters endorsed 

Carried 5/0 
 

At this point the committee returned to the 8.1.1 Review of Investment Policy.   
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8.2 ITEMS FOR DISCUSSION 

The committee returned to the order of business from this point 

Nil   

9 GENERAL BUSINESS 

9.1 COMMITTEE MEMBERS  

 Ms Vicky Van Heerden enquired as to why the Action List had not been included in 
this meetings agenda and was advised by Deputy CEO Mr Bird that there were no 
outstanding actions for discussion. 

 Presiding Member Cr Rodda requested the administration include an ‘Outstanding 
Actions’ item as standing Agenda item. 

9.2 OFFICERS   

 NIL   

10 MEETING CLOSED TO PUBLIC 

10.1 MATTERS FOR WHICH THE MEETING MAY BE CLOSED      

 NIL   

11 NEXT MEETING 

To be advised. 

12 MEETING CLOSURE  

The Presiding Member announced the closure of the meeting at 3:45pm. 
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