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14.1.1 CEO Review of Systems and Procedures on Legislative Compliance
Location Town-wide
Reporting officer Danielle Uniza
Responsible officer Anthony Vuleta
Voting requirement Simple majority
Attachments 1. Regulation 17 of the Local Government (Audit) 

Regulations 1996 [14.1.1.1]
2. Compliance Calendar 2019 - Draft [14.1.1.2]
3. GRIEVANCE PROCEDURE MARCH 2019 

[14.1.1.3]
4. Audit Plan 2019 [14.1.1.4]
5. Report on CE O's Review on Systems and 

Processes - Legislative Compliance [14.1.1.5]

Recommendation from Finance and Audit Committee
That Council:
1. Receives the results of the Chief Executive Officer’s Review of systems and procedures relating to 

legislative compliance, in accordance with regulation 17 of the Local Government (Audit) Regulations 
1996, as included in Attachment 14.1.1.5.

2. Endorses the 12 recommended further actions identified as part of the review. 
3. Requests that the Chief Executive Officer provides a further report to the Finance and Audit Committee 

on the progress of recommended further actions by November 2019. 

Purpose
To present findings and recommend further actions from the Chief Executive Officer (CEO)’s review of 
systems and procedures relating to legislative compliance, in accordance with regulation 17 of the Local 
Government (Audit) Regulations 1996 (the Regulations). 

In brief
 Regulation 17 of the Regulations require the CEO to conduct a review of systems and procedures 

relating to legislative compliance, risk management and internal controls on a triennial basis.
 To ensure that a thorough review is conducted, each area will be reviewed and reported on individually 

starting with legislative compliance, followed by internal controls and then risk management. All three 
areas will be reviewed in 2019. This report is a review on legislative compliance. 

 In conducting a review of systems and processes relating to legislative compliance, the Town has used 
the Local Government Operational Guidelines No. 9 – Audit in Local Government (the Guidelines) to 
establish nine key areas of review. 

 Of the nine areas reviewed, two areas have been deemed to have ‘inappropriate’ systems and 
processes, six areas are deemed to have some systems and processes in place that ‘need 
improvement’, and two areas have been deemed to be ‘appropriate’. Eleven further actions have been 
identified. 

Background
1. In 2013, regulation 17 of the Regulations were amended to include a requirement for the CEO to review 

the appropriateness and effectiveness of a local government’s systems and procedures in relation to 
risk management, internal controls and legislative compliance on a biennial basis. In 2018, regulation 17 
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was amended to change frequency of the review requirement from biennial to triennial. 

2. In accordance with regulation 16 of the Regulations, a local government’s audit committee is 
responsible for reviewing the CEO’s report, before providing a copy of the report and the results of its 
review to Council. 

3. The first and only review conducted by the Town was a full review of all three areas – legislative 
compliance, risk management and internal control. The result of this review was presented to the 
Finance and Audit Committee at its meeting held in November 2016, before being presented to Council 
at its meeting held on 13 December 2016 (attachment 14.1.1.1). This initial review found the Town’s 
systems and processes relating to both risk management and legislative compliance to be ‘appropriate 
and effective’, and its systems and processes relating to internal controls to be in ‘in its infancy’. No 
further actions were recommended as part of that review. 

4. As the last review was conducted in 2016, the CEO is required to conduct a review of all three systems 
in 2019. While the initial review assessed the appropriateness and effectiveness of all three systems in 
one report, the approach to this review will be to assess, and report on, each system individually within 
the calendar year, starting with legislative compliance, to be followed by internal controls and then risk 
management. The reason for this staggered approach is to ensure that the CEO has an opportunity to 
review each area thoroughly. 

5. While there is no mandatory or minimum requirement for conducting the review, as required by 
regulation 17, the Town has used the Guidelines as a basis for reviewing the ‘appropriateness and 
effectiveness’ of the Town’s current systems and processes relating to legislative compliance. According 
to the Guidelines, issues that should be considered for inclusion in the CEO’S review, and are to be 
reviewed by the audit committee, relating to legislative compliance include: 
a) Monitoring compliance with legislation and regulations
b) Reviewing the annual Compliance Audit Return and reporting to Council on the results of that 

review
c) Staying informed about how management in monitoring the effectiveness of its compliance and 

making recommendations for change as necessary
d) Reviewing whether the local government has procedures to receive, retain and treat complaints, 

including confidential and anonymous employee complaints 
e) Obtaining assurance that adverse trends are identified and review management’s plans to deal with 

these
f) Reviewing management disclosures in financial reports of the effect of significant compliance issues
g) Reviewing whether the internal and/or external auditors have regard to compliance and ethics risks 

in the development of their audit plan and in the conduct of audit projects, and report compliance 
and ethics issues to the audit committee

h) Considering the internal auditor’s role in assessing compliance and ethics risks in their plan
i) Monitoring the local government’s compliance frameworks dealing with relevant external legislation 

and regulatory requirements
j) Complying with legislative and regulatory requirements imposed on audit committee members, 

including not misusing their position to gain an advantage for themselves or another or to cause 
detriment to the local government and disclosing conflicts of interest.

6. The 10 key areas identified above have been used in conducting the CEO’s review of the 
appropriateness of procedures and systems relating to legislative compliance. 
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Strategic alignment
Civic Leadership
Strategic outcome Intended public value outcome or impact
CL08 - Visionary civic leadership with sound and 
accountable governance that reflects objective decision-
making.

The Town has a responsibility to its community to 
ensure that its current systems and processes are 
in line with legislative requirements, and industry 
best practice, to foster both good decision-making 
and better delivery of services to the community.  

CL10 - Legislative responsibilities are resourced and 
managed appropriately, diligently and equitably.

By conducting a thorough review of the 
appropriateness of the Town’s system and 
processes relating to legislative compliance, key 
areas that need further actioning and/or better 
resourcing to ensure appropriate management 
have been identified for consideration. 

Engagement
Internal Engagement
Stakeholder Comments
Finance Comment was sought from Finance on Review Area 5 

and Review Area 6. 

Legal compliance
Regulation 16 of the Local Government (Audit) Regulations 1996
Regulation 17 of the Local Government (Audit) Regulations 1996

Risk management consideration
Risk and 
Consequence

Consequence 
rating

Likelihood 
rating

Overall risk 
analysis

Mitigation and 
Actions

Compliance 
While the Town’s 
current systems 
relating to 
legislative 
compliance meet 
a basic practice 
standard, several 
factors such as 
staff turnover, 
administrative 
error, etc. can 
result in not 
meeting a 
compliance 
obligation. 

Moderate Likely High Completing the 
proposed further 
actions as a result 
of this review.

Reputational 
The Town will 
face reputational 
damage if a lack 

Major Likely High Completing the 
proposed further 
actions as a result 
of this review.

http://classic.austlii.edu.au/au/legis/wa/consol_reg/lgr1996341/s16.html
http://classic.austlii.edu.au/au/legis/wa/consol_reg/lgr1996341/s17.html
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of appropriate 
oversight from 
the audit 
committee/ 
administration 
results in a 
significant non-
compliance with 
the regulatory 
framework.  

Ensure the 
functions of the 
audit committee 
aligns with best 
practice 
standards. 

Financial implications
Current budget 
impact

Sufficient funds exist within the annual budget to address this recommendation.

Future budget 
impact

At current, Town’s governance system is deemed to be of a low maturity level 
with many areas needing much improvement to move from ‘basic practice’ to 
‘advanced practice’. Should the Town to move into a ‘high maturity’ framework, 
this may require further resourcing in the future. 

Analysis
7. The review has been based on current systems and procedures. It is to be noted that while several areas 

of improvement are already underway, the review has not considered those as they are not currently in 
place. An officer comment has been provided relating to each of the 10 review areas, as outlined in the 
Guidelines. Where it has been deemed that there is appropriate procedures and systems relating to an 
area of review, it is assessed with ‘appropriate’, where there is some form of procedure/ system relating 
to an area of review, it is assessed with a ‘needing improvement’, and where there is little to no evidence 
of procedures and systems relating to an area of review, it has been assessed with an ‘inappropriate’. 
The 10 areas of review have been assessed as follows: 

8.
Review Area 1: Monitoring compliance with legislation and regulations

Officer Comment While the Town has continued to meet the minimum requirements for its 
statutory reporting obligations, the process in which such compliance is 
met is deemed to be lacking in structure.  The Town’s approach to meeting 
legislative compliance, particularly that relating to statutory reporting, has 
been based on knowledge of staff relating to requirements for their 
respective areas, and by conducting the Compliance Audit Return (CAR) on 
a quarterly basis. Bearing in mind that the requirement is that the CAR is 
completed on an annual basis, it is believed that completing this on a 
quarterly basis, as has been previous practice, does not add any further 
value. It is also to be noted that the CAR does not contain all of a local 
government’s legislative requirements. 

Assessment Needing improvement 

Recommended 
further action

(1) Implementation of attached ‘Compliance Calendar’ to formalise the 
Town’s approach in monitoring compliance with legislation and 
regulations. 
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Supplementary 
Documents

9. Compliance Calendar (attachment 14.1.1.2)

9.
Review Area 2: Reviewing the annual Compliance Audit Return and reporting to Council on the 
results of that review

Officer Comment The 2018 annual Compliance Audit Return was last presented to the 
Finance and Audit Committee in January, and to Council in February. This 
has since been submitted to the Department of Local Government. While 
previous approach to completing the Compliance Audit Return was 
conducted through a ‘yes/no’ response format, the approach taken this 
year was to add depth to the review by requiring responding officers to 
provide evidence of compliance, which was then reviewed by Governance 
prior to submitting its report to the Finance and Audit Committee. 

Assessment Appropriate 

Recommended 
further action

None. 

Supplementary 
Documents

2018 Compliance Audit Return – Endorsed by Council at its February 2018 
Ordinary Council Meeting

10.
Review Area 3: Staying informed about how management in monitoring the effectiveness of its 
compliance and making recommendations for change as necessary

Officer Comment As the scope of the Finance and Audit Committee has been centred on 
vetting the Town’s financial statements, there has been little work 
conducted in monitoring the effectiveness of the Town’s compliance, and 
making recommendations for change. That said, as the Town does not 
currently have an appropriate compliance management system in place, it 
is difficult to conduct this function. 

Assessment Needing improvement 

Recommended 
further action

(2) Ensuring that a monthly report on the ‘Compliance Calendar’ is 
generated for the Finance and Audit Committee, and distributed to its 
members for oversight purposes. 

Supplementary 
Documents 

10. Compliance Calendar (attachment 714.1.1.2)

11.
Review Area 4: Reviewing whether the local government has procedures to receive, retain and 
treat complaints, including confidential and anonymous employee complaints. 
 

https://www.victoriapark.wa.gov.au/files/assets/public/document-resources/corporate/exec-pa/minutes-and-agendas/2019/appendices/february-2019/14.8-appendix-1-2018-compliance-audit-return.pdf
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Officer Comment The Town has a Grievance Procedure which deals with receiving, retaining 
and treating complaints where it relates to the Town’s employees. 
Complaints from the Town’s customers are dealt with through the 
Customer Service Charter. There is no procedure in place for complaints 
relating to Elected Members. 

The Town’s Complaints Officer is currently the Chief Executive Officer, and 
there is no formally appointed Public Interest Disclosure (PID) officer. 

Assessment Needing improvement

Recommended 
further action

(3) Development of a policy and/or procedure for complaints relating to 
elected members

(4) Appointment of a PID officer 

Supplementary 
Documents

11. Grievance Procedure (attachment 14.1.1.3)

12.
Review Area 5: Obtaining assurance that adverse trends are identified and review 
management’s plans to deal with these

Officer Comment At current, the Town tracks adverse trends relating to its key financial 
indicators in its Long Terms Financial Plan. If a key financial indicator has 
not met the Department of Local Government’s ratio thresholds for three 
consecutive years, it is considered an adverse trends. In this sense, no 
adverse trends have been identified in the Town’s financial indicators. A 
minor concern exists with the Town’s current ratio (a liquidity ratio 
comparing our current assets to our current liabilities) but this is not 
deemed to be an adverse trend. 

Assessment Appropriate

Recommended 
further action

None.

Supplementary 
Documents

Long Term Financial Plan

13.
Review Area 6: Reviewing management disclosures in financial reports of the effect of 
significant compliance issues

Officer Comment There have been no management disclosures made in financial reports, as 
no significant compliance issues have been identified. That said, no process 
currently exists to ensure inclusion of disclosures in financial reports should 
a significant compliance issue arise. 

Assessment Inappropriate 

https://www.victoriapark.wa.gov.au/files/assets/public/document-resources/corporate-life/communications/about-council/council-documents/plans-and-reports/long-term-financial-plan-2019-2033.pdf
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Recommended 
further action

(5) Development of process which triggers the inclusion of a management 
disclosure in the event that a significant compliance issue is identified. 

Supplementary 
Documents

None. 

14.
Review Area 7: Reviewing whether the internal and/or external auditors have regard to 
compliance and ethics risks in the development of their audit plan and in the conduct of audit 
projects, and report compliance and ethics issues to the audit committee

Officer Comment There is currently no internal audit program or internal auditor within the 
Town; further detail is provided in the response to Review Area 7. The audit 
plan by the Town’s external auditors, outside of financial management, 
includes auditing the Town’s compliance requirements as per the Local 
Government Act 1995; however, it does not include auditing of any ethics 
risks outside of those that relate to fraudulent activities. 

Assessment Needing improvement 

Recommended 
further action

As presented under Review Area 7 below. 

Supplementary 
Documents

12. Audit Plan 2019 (attachment 14.1.1.4)

15.
Review Area 8: Considering the internal auditor’s role in assessing compliance and ethics risks 
in their plan
 
Officer Comment There is currently no internal auditor within the Town. The only internal 

audit conducted relates to a process audit of the Town’s records 
management which was presented to the Finance and Audit Committee at 
its meeting held in August 2017. No internal audits have been conducted 
that relate to either compliance or ethics risks. Considering the Town 
was/is subject to several performance audits to be conducted by the Office 
of the Auditor General (OAG), it is pertinent that focus is given to an 
internal audit program. 

Assessment Inappropriate

Recommended 
further action

(6) Develop and internal audit program with a focus on assessing areas of 
risk, strategic significance, and ethics/integrity issues 

(7) Ensure the internal audit program is appropriately resourced

Supplementary 
Documents

Item 8.2 Internal Audit Report Performance of Audit of Records 
Management Plan – Presented to the Finance and Audit Committee at its 
September 2017 Meeting

https://www.victoriapark.wa.gov.au/files/assets/public/document-resources/corporate/exec-pa/minutes-and-agendas/2017/finance-and-audit-committee/minutes/170911-finance-and-audit-committee-minutes_1.pdf
https://www.victoriapark.wa.gov.au/files/assets/public/document-resources/corporate/exec-pa/minutes-and-agendas/2017/finance-and-audit-committee/minutes/170911-finance-and-audit-committee-minutes_1.pdf
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16.
Review Area 9: Monitoring the local government’s compliance frameworks dealing with 
relevant external legislation and regulatory requirements
 
Officer Comment There is currently no formal system in place that monitors other relevant 

external legislation and regulatory requirements outside of receiving 
notifications from State Law Publisher regarding amended and changing 
legislation that may have an impact on the Town. While relevant officers 
are notified regarding changes to legislation, there is no follow-up or 
monitoring of completion of the required further actions are conducted.  

Assessment Needing improvement
 

Recommended 
further action

(8) Development of a process to capture relevant changes to external 
legislation and regulatory requirements, which includes the tasking of 
necessary actions to relevant officers and ensuring completion. 

(9) A report containing relevant changes and ensuing action to be 
generated and distributed to the Finance and Audit Committee to 
ensure appropriate oversight, as required. 

17.
Review Area 10: Complying with legislative and regulatory requirements imposed on audit 
committee members, including not misusing their position to gain an advantage for themselves 
or another or to cause detriment to the local government and disclosing conflicts of interest.

Officer Comment While there are no known issues of audit committee members misusing 
their position, it is to be noted that there has been no formal induction 
process specific to audit committee members, particularly the recently 
appointed independent committee members. It is to be further noted that 
the current Terms of Reference for the Finance and Audit Committee are in 
need of review to ensure alignment with best practice standards. 

Assessment Inappropriate

Recommended 
further action

(10) Development of a formal induction process for audit committee 
members, with a particular focus on expected conduct and roles.

(11) Review the Terms of Reference for the Finance and Audit 
Committee to ensure it is in line with legislative and regulatory 
requirements. 

Supplementary 
Documents

None

18. A summary of the Town’s assessment against the 10 review areas are as follows:
Review Area Assessment No. Further Action Status 
1 Needing improvement 1 In progress
2 Appropriate 0 N/A
3 Needing improvement 1 In progress



9 of 9

4 Needing improvement 2 In progress
5 Appropriate 0 N/A
6 Inappropriate 1 Not started
7 Needing improvement 0 N/A
8 Needing improvement 2 Not started
9 Inappropriate 2 In progress
10 Needing improvement 2 In progress
Total No. of Further Actions 11

19. Due to the large number of further actions to be completed resulting from this review, it has been 
recommended that the Finance and Audit Committee provides the Town at least six months before 
seeking a further report regarding the status of actions identified. 

Relevant documents
A Guide to Local Government Auditing Reforms (DLGSC)
Local Government Operational Guidelines No. 9 – Audit in Local Government (DLGSC)

Further consideration from the Finance and Audit Committee meeting
Resulting from questions asked at the Finance and Audit Committee meeting held on 25 March 2019, an 
additional attachment has been included which contains the Report of the CEO’s Review of Systems and 
Processes Relating to Legislative Compliance (14.1.1.5).

Further consideration from the Agenda Briefing Forum
There were no further questions asked at the Agenda Briefing Forum held on 2 April 2019 relating to this 
item.

https://www.dlgsc.wa.gov.au/resources/publications/Publications/A%20Guide%20to%20Local%20Government%20Auditing%20Reforms/Guide_LocalGovernment_Auditing_Reforms.docx
https://www.dlgsc.wa.gov.au/resources/publications/Publications/Local%20Government%20Operational%20Guidelines%20Number%2009%20-%20The%20appointment,%20function%20and%20responsibilities%20of%20Audit%20Committees/DLGC_LG_Operational_Guideline_9.pdf

