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Shire of Denmark Audit Advisory Committee

1. DECLARATION OF OPENING/ANNOUNCEMENT OF VISITORS

2. RECORD OF ATTENDANCE/APOLOGIES/APPROVED LEAVE OF ABSENCE

MEMBERS:

Alan Lamb (Deputy Presiding Person)

Cr Nathan Devenport
Cr Kingsley Gibson

Cr Jay Hockey

Cr Alex Sleeman

Cr Dominic Youel

STAFF:

Kellie Jenkins (Executive Manager Corporate Services)

Claire Thompson (Governance Coordinator)

APOLOGIES:

ON LEAVE OF ABSENCE:

ABSENT:

VISITORS:
Nil

3. DECLARATIONS OF INTEREST

25 August 2026

Name

Item No

Interest

Nature

4. ANNOUNCEMENTS BY THE PERSON PRESIDING

5. CONFIRMATION OF MINUTES

3.1 AUDIT COMMITTEE MEETING

OFFICER RECOMMENDATION

That the Minutes of the Shire of Denmark Audit Advisory Committee meeting held on
11 March 2025, be confirmed as a true and correct record of the proceedings.

ITEM 3.1

6. PUBLIC QUESTION TIME

Public Question Time shall be held in accordance with section 5.24 of the Local
Government Act 1995 and Regulations 5, 6 and 7 of the Local Government
(Administration) Regulations 1996.
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(1)

()

(3)

Public question time enables members of the public to address the Committee or ask
guestions of Committee. The procedure for public question time can be found on the
wall near the entrance to the Council Chambers or can be downloaded from the Shire’s
website at http://www.denmark.wa.gov.au/council-meetings.

Questions from the public are invited and welcomed at this point of the Agenda.

Questions from the Public

5. OFFICER REPORTS

5.1 COMPLIANCE AUDIT RETURN 2025

File Reference FIN.8

Applicant Not applicable

Disclosure of Officer Interest Nil

Date 20 July 2026

Author Claire Thompson, Governance Coordinator
Authorising Officer David King, Chief Executive Officer
Attachments 5.1 — Compliance Audit Return

EXECUTIVE SUMMARY

The Audit, Risk and Improvement Committee (ARIC) is required to review the 2025
Compliance Audit Return (CAR) and report to Council the results of the review.

VOTING REQUIREMENTS
Simple Majority

OFFICER RECOMMENDATION ITEM 5.1

That following review of the 2025 Compliance Audit Return for the period 1 January

2025 to 31 December 2025, the Audit, Risk & Improvement Committee:

1. REPORT that there were two areas of non-compliance relating to local law
reviews and information contained within the tenders register;

2. ADVISE Council that the Committee is satisfied with the actions taken and
actions proposed to be taken, as stated within the Officer Report;

3. RECOMMEND that Council adopt the 2025 Compliance Audit Return.

LOCATION
Not applicable.


http://www.denmark.wa.gov.au/council-meetings
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(4)

(5)

(6)

(7)

(8)

(9)

(10)
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(12)

(13)

(14)

(15)

(16)

BACKGROUND

Each year a local government is required to review their compliance with key legislative
requirements under the Local Government Act 1995 and associated regulations.

The annual compliance period is 1 January to 31 December.

This year’s CAR is required to be submitted to the Local Government Inspector by 30
September 2026.

DISCUSSION / OFFICER COMMENTS

Two areas of non-compliance have been identified. Below are the details and any
progress, actions completed or proposed.

Review of Local Laws (s 3.16)

Schedule 9.3 relates to transitional provisions relating to the Local Government
Amendment Act 2024. Clause 65 refers to the pre-amendment requirement of section
3.16 that local laws must be reviewed every 8 years.

The Shire of Denmark has 8 local laws that have not been reviewed in the previous 8
years.

The Pest Plants Local Law review commenced in 2025, with submissions being collated
and anticipated to be presented to Council in August 2026 for advertising.

Council initiated a review of the remaining 7 in March 2026. It is anticipated that a
report with submissions will also be presented to Council in August 2026.

ACTION: a review of the 8 local laws is in progress and will be completed by the 7
December 2026.

Tenders Register

Regulation 17 of the Local Government (Functions and General) Regulations 1996
requires certain information to be recorded in a local government’s Tender Register, and
that the register be published online.

While the register is now on the Shire’s website in the correct format, not all
information, dating back to 2020/2021 financial year, has been recorded. This is largely
because the tender process for individual tenders can vary depending on which
organisational team or officer responsible.

ACTION: the tender advertising and registration process has been transferred to the
Shire’s Governance Team to ensure future consistency and compliance.

CONSULTATION AND EXTERNAL ADVICE

The Officer has considered the requirement for consultation and/or engagement with
persons or organisations that may be unduly affected by the proposal and considered
Council's Community Engagement Policy and believes that no additional
external/internal engagement or consultation is required.
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(17)

(18)

(19)

(20)

(21)

(22)

(23)

(24)

(25)

(26)

(27)

STATUTORY / LEGAL IMPLICATIONS

Local Government Act 1995

Section 7.13(1)(i) — local government required to carry out an audit of compliance with
such statutory requirements as are prescribed.

Section 14(1) — local government must carry out an compliance audit of the local
government’s compliance with the statutory requirements prescribed by regulation 13,
for the period 1 January to 31 December each year.

Section 14(2)—(4) — Chief Executive Officer must provide a copy of the completed CAR
to the ARIC which must review and report to Council the results of that review. The ARIC
must make any recommendations that the committee considers appropriate in relation
to the CAR.

Local Government (Audit) Regulations 1996

Regulation 13 — prescribes the statutory requirements of the CAR. These are the
legislative provisions to which the local government must review the compliance of.

Regulation 15 — Adopted and signed CAR must be given to the Local Government
Inspector.

STRATEGIC / POLICY IMPLICATIONS

Nil

FINANCIAL IMPLICATIONS

Nil

OTHER IMPLICATIONS

Environmental

There are no known significant environmental implications relating to the report or
officer recommendation.

Economic

There are no known significant economic implications relating to the report or officer
recommendation.

Social

There are no known significant social considerations relating to the report or officer
recommendation.

RISK MANAGEMENT

A risk assessment has been undertaken per the Council’s Risk Management Policy, and
no risks have been identified in relation to the officer recommendation or the report.
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5.2 REGULATION 17 REVIEW 2026

File Reference FIN.8
Applicant Not applicable

Disclosure of Officer Interest Nil

Date 23 July 2026

Author Kellie Jenkins, Executive Manager Corporate Services
Authorising Officer David King, Chief Executive Officer

Attachments 5.2 — Regulation 17 Review Report

EXECUTIVE SUMMARY

This report presents the Shire of Denmark’s 2026 Regulation 17 Review, undertaken
independently by Lincolns in accordance with the Local Government (Audit) Regulations
1996.

The review assessed the appropriateness and effectiveness of the Shire’s systems and
procedures for risk management, internal control and legislative compliance. It
concluded that the Shire has appropriate and generally effective systems in place, with
no systemic control failures identified.

One medium-risk governance enhancement was identified relating to the formalisation
of fraud and corruption controls. The remaining recommendations are improvement
opportunities intended to strengthen governance maturity, risk reporting, ICT and
business continuity visibility, targeted assurance and public interest disclosure
transparency.

The officer recommendation is for Council to receive the Regulation 17 Review Report
and note the findings, recommendations and management comments.

VOTING REQUIREMENTS
Simple Majority

OFFICER RECOMMENDATION ITEM 5.2

In accordance with Regulation 17 of the Local Government (Audit) Regulations 1996,

the Audit, Risk & Improvement Committee recommends Council:

1. RECEIVE the Regulation 17 Review Report of the systems and processes
established by management in relation to Risk Management, Internal Control,
and Legislative Compliance, as required under the Local Government (Audit)
Regulations 1996; and

2. NOTE the findings and recommendations identified and the management
comments.
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(6)

(7)

(8)

(9)

(10)

(11)

(12)

(13)

(14)

(15)

LOCATION
Not applicable.

BACKGROUND

Regulation 17 of the Local Government (Audit) Regulations 1996 requires the Chief
Executive Officer to review the appropriateness and effectiveness of a local
government’s systems and procedures in relation to risk management, internal control
and legislative compliance at least once every three financial years.

The Chief Executive Officer is required to report the results of the review to the Audit,
Risk and Improvement Committee. The Committee must then review the report and
recommend to Council any actions it considers appropriate in relation to the review.

Lincolns was engaged to undertake an independent Regulation 17 Review for the Shire
of Denmark. The review was conducted as a limited assurance engagement and included
discussions with relevant officers, review of key governance documents, and testing of
selected controls and processes.

The final review report is provided as an attachment to this agenda item and includes
management comments against each finding and recommendation.

DISCUSSION / OFFICER COMMENTS

The purpose of the Regulation 17 Review is to provide Council and the Audit, Risk and
Improvement Committee with assurance that the Shire’s key governance systems are
appropriately designed and operating effectively. The review considered the Shire’s
policies, registers, delegations, reporting arrangements, ICT controls, fraud and
corruption controls, business continuity arrangements, compliance processes and other
supporting governance documentation.

Review outcomes

The review concluded that the Shire has established appropriate systems and
procedures across the three Regulation 17 areas of risk management, internal control
and legislative compliance.

In relation to risk management, the review found that the Shire maintains a documented
Risk Management Policy and Risk Management Register, with risks assigned to owners
and treatment actions. The review noted that governance oversight is provided through
established committee processes, while also identifying an opportunity to improve the
visibility of enterprise-level ICT, cyber security and business continuity risks.

In relation to internal control, the review found that the Shire maintains a generally
sound internal control environment supported by documented policies, delegations,
external audit oversight and Financial Management Reviews. The main improvement
identified was the need to consolidate existing fraud and corruption controls into a
formal Fraud Control Framework.

In relation to legislative compliance, the review found that the Shire has appropriate
processes in place, including completion and review of Compliance Audit Returns,
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Regulation 17 reviews, external audit processes and publicly accessible reporting
pathways for complaints and public interest disclosures.

No systemic control failures were identified. The recommendations are focused on
practical governance improvements that can be implemented progressively and
proportionately, having regard to the Shire’s size, resourcing and risk profile.

Key recommendations

The review identified one medium-risk issue relating to fraud and corruption controls. It
recommends that the Shire develop a consolidated Fraud Control Framework, supported
by a documented fraud risk assessment, clearer prevention, detection, investigation and
reporting protocols, refresher fraud awareness training, and periodic reporting to the
Audit, Risk and Improvement Committee.

The review also recommends that the Risk Management Register be updated to more
clearly document enterprise-level ICT, cyber security and business continuity risks,
including associated controls and review mechanisms.

Additional recommendation-only matters relate to periodic review of cyber insurance
coverage, consideration of targeted internal assurance activities in higher-risk areas,
periodic risk reporting to the Audit, Risk and Improvement Committee or Council, and
reinstating the Public Interest Disclosure procedure on the Shire’s website.

Management supports the recommendations and has proposed a staged and
proportionate implementation approach. This recognises existing controls already in
place while ensuring the Shire continues to strengthen governance visibility, assurance
and compliance over time.

CONSULTATION AND EXTERNAL ADVICE

The Regulation 17 Review was undertaken independently by Lincolns, with input from
relevant Shire officers and review of supporting governance documentation. The review
report, findings and management comments have been considered through the Audit,
Risk and Improvement Committee process prior to presentation to Council.

STATUTORY / LEGAL IMPLICATIONS

Local Government Act 1995

Section 7.1A establishes the requirement for local governments to have an Audit, Risk
and Improvement Committee.

Section 7.13 provides for regulations to be made in relation to audits and related
matters, including functions of audit committees and requirements for reviews of
prescribed systems and procedures.

Local Government (Audit) Regulations 1996

Regulation 16 requires the Audit, Risk and Improvement Committee to review a report
given to it by the Chief Executive Officer under Regulation 17 and report to Council the
results of that review.
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(31)

(32)

(33)

(34)

Regulation 17 requires the Chief Executive Officer to review the appropriateness and
effectiveness of the local government’s systems and procedures in relation to risk
management, internal control and legislative compliance, and report the results of the
review to the Audit, Risk and Improvement Committee.

STRATEGIC / POLICY IMPLICATIONS

The review supports the Shire’s commitment to good governance, accountability, risk
management, legislative compliance and continuous improvement.

Implementation of the recommendations will also support stronger alignment between
the Shire’s risk management framework, internal control environment, ICT governance,
fraud control arrangements and public reporting pathways.

FINANCIAL IMPLICATIONS

There are no immediate financial implications arising from Council receiving and noting
the report.

Most recommendations can be progressed through existing administrative and
governance processes. Any future actions requiring additional expenditure, such as
external assurance activities or expanded training, will be considered through normal
budget processes.

OTHER IMPLICATIONS

Environmental

There are no known significant environmental implications relating to the report or
officer recommendation.

Economic

There are no known significant economic implications relating to the report or officer
recommendation.

Social

There are no known significant social considerations relating to the report or officer
recommendation.

RISK MANAGEMENT

The Regulation 17 Review is a key governance and risk assurance activity. Receiving and
noting the report supports Council’s oversight of the Shire’s risk management, internal
control and legislative compliance systems.

Implementation of the recommendations will further strengthen the Shire’s risk visibility,
fraud and corruption control arrangements, ICT and business continuity oversight,
assurance planning and transparency of public interest disclosure processes.
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The risk of not progressing the recommendations is that governance maturity
improvements may not be fully realised, particularly in relation to fraud control
formalisation and structured reporting of key risks.

5.3 FINANCIAL MANAGEMENT REVIEW 2026

File Reference FIN.8
Applicant Not applicable

Disclosure of Officer Interest Nil

Date 23 July 2026

Author Kellie Jenkins, Executive Manager Corporate Services
Authorising Officer David King, Chief Executive Officer

Attachments 5.3 — Financial Management Review Report
EXECUTIVE SUMMARY

This report presents the final Financial Management Review for the Shire of Denmark,
undertaken by Lincolns in accordance with Regulation 5(2)(c) of the Local Government
(Financial Management) Regulations 1996.

The review found that the Shire’s financial management systems and processes are
generally operating effectively and support the effective management of public funds in
all material respects. No high-risk matters were identified. One medium-risk matter
relating to contract management oversight and three low-risk matters relating to cash
handling, rate-exempt properties and purchase order timing were identified as
opportunities for improvement.

VOTING REQUIREMENTS
Simple Majority

OFFICER RECOMMENDATION ITEM 5.3

That the Audit, Risk and Improvement Committee recommends Council:

1. RECEIVE the Financial Management Review Report prepared by Lincolns in
accordance with Regulation 5(2)(c) of the Local Government (Financial
Management) Regulations 1996; and

2. NOTE the review findings, recommendations and management comments,
including the proposed actions to strengthen contract management oversight,
cash handling documentation, rate-exempt property records and purchase order
controls.

LOCATION
Not applicable.

BACKGROUND

10
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Regulation 5(2)(c) of the Local Government (Financial Management) Regulations 1996
requires the Chief Executive Officer to ensure that reviews of the appropriateness and
effectiveness of the local government’s financial management systems and procedures
are undertaken at least once every three financial years.

Lincolns was engaged to undertake an independent Financial Management Review of
the Shire’s financial management systems, processes and controls. The review was
conducted in accordance with ASAE 3000, which is the assurance standard used for
reviews that are not audits of financial statements. This means Lincolns undertook a
structured review process and provided limited assurance about whether the Shire’s key
financial management controls were appropriately designed and operating as intended.

The final review report, including management comments, is provided as an attachment
for the Committee’s consideration and acceptance before being recommended to
Council.

DISCUSSION / OFFICER COMMENTS

The Financial Management Review adopted a structured, risk-based approach and
included review of financial policies, procedures, registers, reports and supporting
documentation; discussions with management and relevant officers; sample-based
testing of key controls; and evaluation against legislative requirements and better-
practice guidance.

Review outcomes

The review concluded that the Shire has established financial management systems and
processes that generally support the effective management of public funds and meet
the intent of the Local Government (Financial Management) Regulations 1996.

Based on the procedures performed, controls were found to be operating consistently
and were supported by appropriate documentation and governance practices in the
areas tested.

No high-risk matters were identified. One medium-risk matter was identified in relation
to contract management oversight, and three low-risk matters were identified relating to
cash handling, rate-exempt property records and the timing of purchase orders.

The matters identified do not indicate fundamental weaknesses in the Shire’s financial
management framework. They are opportunities to strengthen oversight, improve
consistency in the application of controls, and enhance documentation and evidencing
of key processes.

The review also noted that controls relating to accounts payable, general ledger
management, payroll processing and investment monitoring were supported by
appropriate documentation and demonstrated consistent application across the review
period.

11
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(15)
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(20)
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(22)

Key recommendations

The medium-risk recommendation relates to contract management. The review
recommends establishing and maintaining a consolidated organisation-wide contract
register, together with formal processes to monitor cumulative supplier expenditure,
contract expiry, variations and key contract management activities across directorates.

The low-risk recommendations relate to strengthening cash handling procedures and
evidence of review across cash collection points, improving documentation and periodic
review of rate-exempt property records, and reinforcing the requirement for purchase
orders to be raised before expenditure is committed.

Management comments have been included in the final report. The responses support a
staged and proportionate approach to implementation, recognising the Shire’s size,
available resources, current systems and the level of risk identified.

CONSULTATION AND EXTERNAL ADVICE

The Financial Management Review was undertaken independently by Lincolns, with
input from management and relevant Shire officers. No further external consultation is
required for the Committee or Council to receive and note the report.

STATUTORY / LEGAL IMPLICATIONS

Local Government Act 1995

Section 7.13(1)(i) provides for compliance audits against prescribed statutory
requirements.

Local Government (Financial Management) Regulations 1996

Regulation 5(2)(c) requires the Chief Executive Officer to ensure that reviews of the
appropriateness and effectiveness of the local government’s financial management
systems and procedures are undertaken regularly, and not less than once in every three
financial years.

STRATEGIC / POLICY IMPLICATIONS

The review supports the Shire’s commitment to sound financial governance,
accountability, risk management and continuous improvement.

FINANCIAL IMPLICATIONS

There are no immediate financial implications from Council receiving and noting the
report. Any future actions requiring additional expenditure will be considered through
the normal budget process.

OTHER IMPLICATIONS

Environmental

There are no known significant environmental implications relating to the report or
officer recommendation.

12
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Economic

There are no known significant economic implications relating to the report or officer
recommendation.

Social

There are no known significant social considerations relating to the report or officer
recommendation.

RISK MANAGEMENT

The review is an important financial governance and assurance activity. The findings do
not indicate systemic control failure; however, implementing the agreed actions will
strengthen contract management oversight, cash handling documentation, rate
exemption records and purchase order compliance.

5.4 ANNUAL AUDIT REPORT JUNE 2025

File Reference FIN.8
Applicant Not applicable

Disclosure of Officer Interest Nil

Date 23 July 2026

Author Kellie Jenkins, Executive Manager Corporate Services
Authorising Officer David King, Chief Executive Officer

Attachments 5.4 — Report to the Audit Committee for the Year

Ended 30 June 2025

EXECUTIVE SUMMARY

This report presents the Annual Audit Report for the Shire of Denmark for the financial
year ended 30 June 2025, including the auditor’s report to the Audit Committee
prepared by Lincolns on behalf of the Office of the Auditor General.

The audit is expected to result in an unmodified audit opinion, with an emphasis of
matter relating to a prior year error correction for the recognition of the waste site
rehabilitation asset and provision. The audit identified no unresolved high-risk
governance matters. Management letter findings from the interim and year-end audit
were reported as resolved.

VOTING REQUIREMENTS
Simple Majority.

13
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OFFICER RECOMMENDATION ITEM 5.4

That the Audit, Risk and Improvement Committee recommends Council:

1. RECEIVE the Annual Audit Report for the year ended 30 June 2025, including the
report to the Audit Committee prepared by Lincolns on behalf of the Office of
the Auditor General; and

2. NOTE the audit findings, corrected and uncorrected audit misstatements,
management letter findings and actions identified for consideration in future
reporting periods.

LOCATION
Not applicable.

BACKGROUND

The Shire’s annual financial report for the year ended 30 June 2025 has been audited by
Lincolns on behalf of the Office of the Auditor General in accordance with Australian
Auditing Standards.

The purpose of the audit is to enable the Auditor General to express an opinion on
whether the Shire’s financial report presents fairly, in all material respects, the Shire’s
financial position and financial performance in accordance with applicable accounting
standards and local government legislation.

The auditor’s report to the Audit Committee summarises the audit status, key areas of
audit focus, accounting and auditing matters, audit misstatements, management letter
findings and actions for consideration in future audits.

DISCUSSION / OFFICER COMMENTS

The audit considered key financial statement risk areas including grant funding and other
revenue, rates, expenses, payroll and provisions, governance monitoring of the control
environment, management override of controls, property, infrastructure, plant and
equipment, accounting estimates, restricted reserves and IT controls.

Audit outcomes

The auditor has completed the audit for the year ended 30 June 2025, subject to receipt
of the signed management representation letters and signed financial statements.

The auditor expects to recommend an unmodified audit report to the Office of the
Auditor General, with an emphasis of matter relating to a prior year error correction for
the waste site rehabilitation asset and provision.

The audit report notes that the financial statements received on 8 September 2025 were
considered audit ready for reporting purposes.

14
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Audit work indicated that the areas tested were materially correct or supported by
sufficient audit evidence, including revenue, rates, expenses, payroll, provisions, fixed
assets, accounting estimates and reserve movements.

The audit also reported that management was applying effective controls and that
sufficient audit evidence was obtained to support the view that controls were operating
effectively in the areas tested.

Audit misstatements and management letter matters

Two uncorrected audit misstatements were identified. These related to insurance
expenses reported in materials and contracts, and a plant purchase expensed to
materials and contracts rather than capitalised.

One corrected audit misstatement related to the prior year error correction for
recognition of the waste site rehabilitation asset and provision, including associated
finance expense, depreciation expense and retained earnings adjustments.

The management letter matters reported for 2025 were a payroll pay rate update error
from the interim audit, assessed as moderate and resolved, and a possibly contaminated
site review from the year-end audit, assessed as significant and resolved.

CONSULTATION AND EXTERNAL ADVICE

The annual audit was undertaken independently by Lincolns on behalf of the Office of
the Auditor General. Management and relevant Shire officers provided information and
responses as part of the audit process. No further external consultation is required for
the Committee or Council to receive and note the report.

STATUTORY / LEGAL IMPLICATIONS

Local Government Act 1995

Part 7 of the Local Government Act 1995 establishes the audit requirements for local
governments, including the role of the Auditor General and the consideration of audit
matters by the local government’s audit committee.

Local Government (Financial Management) Regulations 1996

The annual financial report and audit process are also supported by the Local
Government (Financial Management) Regulations 1996, which prescribe financial
reporting requirements for local governments.

STRATEGIC / POLICY IMPLICATIONS

The annual audit supports the Shire’s commitment to transparent financial reporting,
sound governance, accountability and continuous improvement in financial
management and internal controls.

FINANCIAL IMPLICATIONS

There are no immediate financial implications from Council receiving and noting the
annual audit report. Any future actions arising from audit recommendations or changes

15
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to accounting standards will be considered through the normal budget and reporting
processes.

OTHER IMPLICATIONS

Environmental

There are no known significant environmental implications relating to the report or
officer recommendation.

Economic

There are no known significant economic implications relating to the report or officer
recommendation.

Social

There are no known significant social considerations relating to the report or officer
recommendation.

RISK MANAGEMENT

The annual audit is a key financial governance and assurance activity. The audit outcome
does not indicate systemic control failure; however, the audit matters identified should
continue to be monitored to support accurate financial reporting, timely corrective
action and ongoing improvement in internal controls.

7. GENERAL BUSINESS

NEXT MEETING
The next meeting of the Shire of Denmark Audit, Risk and Improvement Committee will
be held as required.

CLOSURE OF MEETING
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