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1. Purpose of the Audit 
 

The purpose of this audit plan is to summarise our external audit approach in relation to the statutory audit 
of the Town of Victoria Park for the financial year ending 30 June 2019.  
 
Our Audit Plan has been prepared to inform the management and the Audit Committee of Town of Victoria 
Park about our responsibilities as external auditors and how we plan to discharge them. 
 
The plan focuses on: 

• Documenting our audit approach, including: 
- audit process; 
- approach to auditing key financial statement risk issues; and 
- completion; 

• Presenting our audit engagement team; 
• Highlighting relevant independence and governance matters; 
• Providing a preliminary assessment of timing;  

 
Our audit approach is focused on assessing and responding to the risk of misstatement in the financial 
report. 

 
We are committed to audit quality and the requirements of independence based on the Office of the 
Auditor General’s, Macri Partners’ and the accounting profession’s strict rules and policies. We have made 
our initial assessment of potential threats to independence and have adopted appropriately robust 
safeguards to address those risks and protect independence.  
 

2. Scope of the Audit  
 

We have been contracted by the Office of the Auditor General to conduct an independent audit of the 
financial report in order to enable the Auditor General to express an opinion on the financial report to the 
council of the Town of Victoria Park. 
 
Our audit will be conducted in accordance with Australian Auditing Standards with the objective of 
reducing the level of material misstatement in the financial report to an acceptably low level. These 
standards have been fully updated and revised to improve their clarity and in some cases this is 
accompanied by additional audit requirements. We are required to comply with them for the audit of the 
2018/19 financial report. 
 
We plan and perform our audit to be able to provide reasonable assurance that the financial report is free 
from material misstatement and give a true and fair view. We use professional judgement to assess what 
is material. This includes consideration of the amount and nature of transactions. 
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3. Financial Reporting Responsibilities 
 

Management  
 

• Prepare financial 
statements and notes in 
accordance with 
Australian Accounting 
Standards, Local 
Government Act 1995 
(as amended) and 
Regulations under the 
Act 
 

• Design, implement and 
maintain effective 
internal control over 
financial reporting 
processes 
 

• Risk management 
 

• Exercise sound 
judgement in selecting 
and applying critical 
accounting policies  
 

• Safeguard assets 
 

• Prevent, detect and 
correct errors 
 

• Prevent and detect fraud 
 

• Provide representations 
to external auditors 
 

• Assess quantitative and 
qualitative impact of 
misstatements 
discovered during the 
audit on fair presentation 
of the financial 
statements 
 

• Confirm the effective 
operations of financial 
reporting controls and 
disclosures in the annual 
financial statements 

 

External Audit  
 

• Conduct audit in 
accordance with 
professional standards 
and applicable financial 
reporting framework 
(i.e. Auditing Standards 
and Australian 
Accounting Standards)  
 

• Express an opinion on 
whether the annual 
financial report is based 
on proper accounts and 
records; and fairly 
represents, in all 
material respects, the 
results of the 
operations of the 
Council for the year 
ending 30 June 2019 
and its financial position 
at the end of that period 
in accordance with the 
Local Government 
1995 (the Act) and, to 
the extent that they are 
not inconsistent with 
the Act, Australian 
Accounting Standards. 
 

• Plan and perform the 
audit to obtain 
reasonable assurance 
(not absolute 
assurance) as to 
whether the accounts 
are free of material 
misstatements, whether 
caused by error or 
fraud 

 
• Maintain audit 

independence  

Audit Committee  
 

• Create a culture of 
honesty and ethical 
behaviour; set the 
proper tone and 
emphasise fraud 
prevention  
 

• Oversee 
management, 
including ensuring 
that management 
establishes and 
maintains internal 
control to provide 
reasonable 
assurance regarding 
integrity and 
reliability of financial 
reporting 
 

• Oversee 
management 
activities which 
ensure appropriate 
risk management 
and controls are in 
place for monitoring 
risk and compliance 
with policies, 
procedures and laws 
 

• Review the Council’s 
performance 
 

• Liaise with the 
external auditors to 
facilitate external 
audit 
 

• Review annual 
financial report  and 
recommend approval 
to   the Council 
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4. Audit Approach  
 

Our objective is to provide an independent auditor’s opinion on the financial report of the Town of Victoria 
Park for the year ending 30 June 2019. Our audit methodology is split into two stages and is applied 
uniquely to Town of Victoria Park’s circumstances. It involves the following activities.  
            

        
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Our audit procedures will focus on those areas of the Town of Victoria Park’s activities that are considered 
to represent the key audit risks identified in our planning memorandum and through discussions with 
management and the Audit Committee during the course of our audit.   
 

 

 

 

 

 

Planning  
(Interim Audit 

Phase) 

• Perform risk assessment procedures & identify risks 
• Determine audit strategy 
• Determine planned audit approach 
• Understand and evaluate the overall control 

environment  

• External 
audit plan  

Control 
evaluation  

(Interim Audit 
Phase) 

Substantive 
testing 

(Final Audit 
Phase) 

• Plan and perform substantive procedures  
• Conclude on critical accounting matters 
• Identify audit adjustments 
• Consider if audit evidence is sufficient and appropriate  

• Financial 
reporting 
controls  

• Interim Audit 
Management 
letter  

• Summary of 
audit 
differences  

• Audit opinion 
• Management 

letter (if 
applicable) 

• Understand accounting and reporting activities 
• Evaluate and test selected controls over key financial 

systems 
• Review the internal audit function 
• Review progress on critical accounting matters 

 

Completion  
(Final Audit 

Phase) 

• Perform completion procedures & overall evaluation 
• Obtain management representations 
• Report matters of governance interest 
• Form our audit opinion 

STAGE 1 

STAGE 2 
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Internal Control Environment 
 
In accordance with the Australian Auditing standards, we will perform a review of the design and operating 
effectiveness of the Council’s significant financial recording and reporting processes. Our audit will be 
designed to obtain a degree of audit comfort from independent testing of management’s internal controls. 
This approach of understanding and evaluating controls is risk-based and structured on a foundation of 
the Council having a strong control environment. 
 
Our audit approach will also be based on understanding and evaluating your internal control environment 
and where appropriate validating these controls, if we wished to place reliance on them. This work will be 
supplemented with substantive audit procedures, which include detailed testing of transactions and 
balances and suitable analytical procedures. 
 
A Report on Control Findings for the 2018/2019 financial year will be provided to management after the 
interim audit, outlining our findings, significant deficiencies and our recommendations on where 
improvements can be made.  We will be revisiting this report on audit control findings to check if 
management’s responses have been implemented during the year as agreed. 
 
Key Financial Statement Processes 
 
The following areas will be covered for risk assessment during the interim audit: 

• Treasury management cycle – Bank reconciliations and investment of surplus funds 
• Procurement and Payments cycle – Purchases, Payments and Creditors Management 
• Revenue cycle – Rates, ESL, other revenue (fees and charges, etc.) and Debtors Management 
• Payroll cycle 
• Fraud risk assessment -  Journals  
• IT Controls assessment 

Compliance Matters 
 
An examination of some compliance matters (including registers, minutes and other legislative matters) 
under: 

• Part 6 of the Local Government Act 1995 (as amended); 
• the Local Government (Financial Management) Regulations 1996 (as amended); or  
• applicable financial controls of any other written law  

will be carried out and any non-compliance matters identified will be reported in our Interim Audit 
Management Report for management information. Non-compliance matters are also required to be 
reported in our Independent Auditor’s Report. 
 
Audit Requirements Schedules 
 
To assist the Council in gathering and collating the necessary information for our final audit visit, we will 
forward an Audit Requirements Schedule in July 2019. As the requested information will form the basis 
of our audit working papers, the information will be required to be made available to us at the 
commencement of our audit visit. This will assist us in delivering an efficient audit and minimising 
interruptions to the Council’s staff.  
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5. Significant Risks Identified 
"Significant risks often relate to significant non-routine transactions and judgmental matters. Non-routine 
transactions are transactions that are unusual, either due to size or nature, and that, therefore, occur 
infrequently. Judgmental matters may include the development of accounting estimates for which there is 
significant measurement uncertainty".  

In this section, we outline the significant risks of material misstatement, which we have identified. 

 
Risk of Material Misstatement 

 
Financial Statement 
Impact and Consequence 
 

 
Planned Audit Approach 
 

 
1. Risk of Fraud through Management Override of Controls 

 
 
Australian Auditing Standard ASA 
240 – The auditor’s responsibility to 
consider fraud in an audit of 
financial statements requires us to 
consider the potential for 
management override because 
controls that may be sufficient to 
detect error may not be effective in 
detecting fraud.  
 
In all entities, management at 
various levels is in a unique 
position to perpetrate fraud 
because of the ability to manipulate 
accounting records and prepare 
fraudulent financial statements by 
overriding controls that otherwise 
appear to be operating effectively.  
 
Due to the unpredictable way in 
which such override could occur, 
we consider there to be a risk of 
material misstatement due to fraud 
and thus a significant risk on all 
audits. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Assertions, account 
balances and operating 
results may be materially 
misstated. 

 
We will assess the processes in 
place to prevent and detect fraud. 
Auditing Standard ASA 240 imposes 
specific audit procedures, including: 
 
 Testing a sample of journals 

recorded in the general ledger and 
other adjustments made in 
preparation of the financial 
statements 
 

 Reviewing material accounting 
estimates for bias 

 
 Reviewing significant unusual 

transactions outside the normal 
course of business 
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Risk of Material Misstatement 

 
Financial Statement 
Impact and Consequence 
 

 
Planned Audit Approach 
 

 
2. Revenue Recognition 

 
 
In accordance with Australian 
Auditing Standard ASA 240 – The 
auditor’s responsibility to consider 
fraud in an audit of financial 
statements, we presume there is a 
risk of fraud in respect of the 
recognition of revenue because of 
the potential for inappropriate 
recording of transactions in the 
wrong period.  
 
The standard allows the 
presumption to be rebutted but, 
given a local government’s range of 
revenue sources, we have 
concluded that there are insufficient 
grounds for rebuttal. This does not 
imply that we suspect actual or 
intended manipulation, but that we 
continue to deliver our audit work 
with appropriate professional 
scepticism. 
 

 
Budgetary pressures and 
performance targets may 
influence the revenue 
recognition. 
 
Revenue may be materially 
misstated due to the failure 
to correctly recognise and 
measure it in accordance 
with the applicable 
accounting standards. 
 

 
 
 Substantiate verification of cut-off 

procedures to mitigate the risk of 
income being recognised in the 
wrong period.  
 

 In addition, undertake a range of 
substantive procedures including:  
 
• testing receipts to ensure 

they have been recognised 
in the correct year;  

 
• testing adjustment journals; 

and  
 
• obtaining direct confirmation 

of year-end bank balances 
and testing bank 
reconciliations to the general 
ledger. 

 
 Assess whether treatment of 

revenue is consistent with 
Accounting Standards AASB 118 
Revenue and AASB 1004 
Contributions 

 
 

3. Financial Ratios 
 

 
The Department of Local 
Government, Sport and Cultural 
Industries (DLGSCI) launched a 
website www.mycouncil.wa.gov.au 
where all key financial ratios for 
every Council are reported to allow 
the public to view the financial 
health score of local governments.   
 
 
 
 
 
 
 
 
 
 
 
 
 

 
There may be a higher 
level of scrutiny of the 
results in the financial 
statements and the key 
financial ratios. 
 
The financial ratios may not 
be calculated in 
accordance with legislative 
requirements. 

 
 Check the calculations of the 

financial ratios 
 

 Assess the reasonableness of 
explanations provided for any 
significant variations. 

http://www.mycouncil.wa.gov.au/
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Risk of Material Misstatement 

 
Financial Statement 
Impact and Consequence 
 

 
Planned Audit Approach 
 

 
4. Changes to Local Government (Financial Management) Regulations  

 
Introduction of a $5,000 asset 
capitalisation threshold - local 
governments need to expense 
existing assets below $ 5,000. 
Associated with this, DLGSCI 
proposes that those assets below $ 
5,000 that are portable and 
attractive be included in a separate 
register. 

 
 

Impact on the expense and 
property, plant and 
equipment and 
infrastructure balances. 
The change in the 
accounting treatment 
results in a change in 
accounting policy. Hence, 
the amendments to the 
Annual Financial Report 
have to be made with 
retrospective effect. 
 
 
 
 
 
 
 
 

 Review management’s application 
of this regulation and changes to 
accounting policies and any 
retrospective adjustments made. 
 

 Work with your management to 
ensure that the Town complies 
with the requirements.  
 
 
 
 
 
 

 
 

 
 

 
 

 
5. New accounting standard that impacts Town of Victoria Park in this financial year 

 
Accounting standard AASB 9 
Financial Instruments became 
effective I January 2018. 

 
 

The objective of this 
standard is to improve and 
simplify the approach for 
classification and 
measurement of financial 
assets compared with the 
requirements of AASB 139. 
 
 
 
 
 
 
 
 

 Review management’s action plan 
for the adoption of this new 
accounting standard where impact 
has been deemed significant. 
 

 Review management’s 
assessment when the impact of 
the new accounting standard is 
deemed insignificant. 

 
 Work with your management to 

ensure that the Town complies 
with the requirements of the new 
accounting standard. 
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Risk of Material Misstatement 

 
Financial Statement 
Impact and Consequence 
 

 
Planned Audit Approach 
 

 
6. Changes to accounting standards that impact Town of Victoria Park for the first time in the 

2019-20 financial year 
 

Changes to the following 
Accounting standards which 
became effective 1 January 2019: 

• AASB 15 Revenue from 
contracts with customers 

• AASB 1058 Income of not-
for –profit entities 

• AASB 16 Leases. 
 
 

Impact on revenue, lease 
assets and liability 
balances and notes 
disclosures. The change in 
accounting standards result 
in a change in accounting 
treatment and policies. 
 
Hence, amendments to the 
2019-20 Annual Financial 
Report have to be made 
with retrospective effect. 
 
 
 
 
 
 
 
 
 
 

 Review management’s action plan 
for the adoption of the new 
accounting standards where 
impact has been deemed 
significant. 
 

 Review management’s 
assessment when the impact of 
the new accounting standards is 
deemed insignificant.  

 
 Work with your management to 

ensure that the Town complies 
with the new accounting 
standards. 
 

 
7. Follow up and review of internal control weaknesses reported in last year management letter 

 
A number of weaknesses in the 
internal controls of the Town were 
identified and reported in the 
management letter after the interim 
audit last year. 

The weaknesses may 
impact the operations of the 
Town adversely, if no 
corrective action is taken by 
the management. 
 
 
 
 
 
 
 

 Review management’s action plan 
reported in the management letter 
to strengthen the internal controls. 
 

 Perform audit tests to ensure 
management’s action plan has 
been implemented. 
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Risk of Material Misstatement 

 
Financial Statement 
Impact and Consequence 
 

 
Planned Audit Approach 
 

 
8. Fair Value Assessment and Revaluation of all asset classes 

 
Regulation 17 A of the LG 
(Financial Management) 
Regulations 1996 requires a local 
government to revalue its assets 
whenever the fair value of the 
assets is likely to be materially 
different from the carrying value of 
the assets and in any event all 
asset classes to be revalued within 
a period of at least 3 years but not 
more than 5 years. 
 
The Council will be having all its 
asset classes revalued this financial 
year. 

 
 

The value of all asset 
classes may be materially 
misstated. 
 
The accuracy of the asset 
revaluation surplus and/or 
impairment expense may 
be materially misstated. 
 
 
 
 
 
 
 
 
 
 

 Review the basis of the asset 
revaluations (at fair value) 
undertaken and in doing so 
consider: 
• the judgements, assumptions 

and data used; 
• the reasonableness of any 

estimation techniques 
applied ; and 

• the appropriateness of 
valuations undertaken 
including the expertise of 
Council’s external valuer. 

 
 We will review other significant 

additions and disposals of assets 
during the year.  

 
 Review appropriateness of the 

depreciation charge for the year 
against the useful life of the assets 
in accordance with the Council’s 
estimates. 

 
 Perform procedures to obtain 

assurance that valuations have 
been appropriately recorded in the 
fixed asset register and general 
ledger. 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Additional risks may emerge over the course of the audit. These factors will be considered in our reporting 
to the Town of Victoria Park and the design of our audit procedures. 
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6. Impact of Fraud on the Financial Report 
 
In accordance with Auditing Standard ASA 240 “The Auditor’s responsibility to consider fraud in 
an Audit of a Financial Report”, we will undertake specific procedures and report findings to the 
Council in respect of financial reporting fraud.  The following diagram highlights the phases of 
our work on fraud. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
The Fraud and Error Assessment Form, which will be forwarded to management shortly is required to be 
completed by management and Audit Committee of Town of Victoria Park prior to our final audit visit.  
The form allows us to make enquiries of management and the Audit Committee, to obtain their 
understanding on the risk of fraud within their Council and to determine whether management have 
knowledge of fraud that has been perpetrated on or within the Council. 

 
Discuss fraud 

 
Assess fraud risk  

 

• Meetings with management 
• Understand systems and controls 
• Known frauds  

 

Preliminary fraud risk assessment  
- Pressure to meet financial targets 
- Employee pressures 
- Management oversight 
- Internal control framework 
- Nature of industry 
- Structure 
- Attitudes / culture  

 

• Increased risk increases the level of 
procedures; 

• Review and test the fraud risk assessment 
process and systems and controls to 
prevent, detect and deter fraudulent activity; 

• Identify and select specific journal entries 
for detailed substantiation and review year-
end journals for appropriate evidence and 
basis; and  

• Review significant accounting estimates for 
management bias. 

 

Tailor audit 
response 
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7. Audit Engagement Team 
 
The audit team consists of the key members listed below: 

 
Engagement Role Name Responsibilities 

Audit Partner Anthony Macri 

Engagement leader responsible for the audit, 
including: 

• liaison with the Chief Executive Officer and 
audit committee members  

• reporting to the Office of the Auditor 
General in accordance with the contract 

• recommending audit opinion to the Auditor 
General 

Audit Manager Suren 
Herathmudalige 

Responsible for: 
• key contact for operational audit matters 
• ensuring delivery of interim and final audit 

timetables 
• management of targeted work 
• overall quality control of the audit 

engagement 
• overall review of audit outputs 

Auditor General’s 
Representative 

Jordan Langford-
Smith 

Responsible for: 
• review and management of the issue of the 

Audit reports. 
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8. Communications Plan and Timetable 
 
Auditing Standard ASA 260 ‘Communication of audit matters with those charged with 
governance’ requires auditors to plan with those charged with governance the form and timing of 
communications with them. We have assumed that ‘those charged with governance’ are the Audit 
Committee. 
 

Output Timing 

 
Interim Audit Field Work 
 

 
20 March 2019 – 22 March 2019 
 

 
Provide Interim Management Letter 

 
On receipt of management responses to the draft   Interim 
Management Letter. 
 

 
Final Audit Field Work 

 
September 2019 –  October 2019 
(Management to confirm) 

 
Present the Audit Findings Report to 
the Audit Committee 

 
October 2019 
(Management to confirm) 
 

 
Provide Audit Opinion on Financial 
Statements 

 
 October 2019 
(Management to confirm) 
 

9. Independence 
 
Independence and Objectivity Confirmation 
 
Professional standards require auditors to communicate to those charged with governance, at least 
annually, all relationships that may bear on the firm’s independence and the objectivity of the Audit 
Engagement Partner and audit staff. The standards also place requirements on auditors in relation to 
integrity, objectivity and independence. 
 
The standards define ‘those charged with governance’ as ‘those persons entrusted with the supervision, 
control and direction of an entity’. In your case, this is the Council. 
 
Confirmation Statement 
 
We confirm that in our professional judgement, Macri Partners is independent within the meaning of 
regulatory and professional requirements and the objectivity of the Audit Engagement Partner and audit 
staff is not impaired. 
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10. Disclaimer 
 

This audit plan has been prepared for the Audit Committee and management of the Town of Victoria 
Park only.  It should not be quoted or referred to, in whole or in part, without our prior written consent.  
No warranty is given to, and no liability will be accepted from, any party other than the Town of Victoria 
Park.  
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