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Each year, the Audit Office provides NSW Parliament with 
a report containing broad insights and key findings from 
across the local government sector. This includes  
commentary on:
• financial reporting

• financial peformance and sustainability

• asset management

• internal controls and governance

• information technology

• service delivery.
 
Report on Local Government 2017
Key findings

• The quality and timeliness of financial reporting needs 
to improve. Qualified audit opinions were issued for 
three councils and a further 22 councils had errors in 
previous audited financial statements. 

• Forty councils required lodgement extensions past the 
31 October 2017 statutory reporting deadline with one 
council yet to present their 2016−17 financial statements 
for audit. 

• Thirty-one councils did not meet the benchmarks for 
the four unaudited asset ratios. 

• Thirteen councils did not have an asset management 
strategy, policy and plan.

• Fifty-three councils do not have Audit, Risk and 
Improvement Committees, a requirement by March 
2021. 

• The Office of Local Government does not have 
complete information on the number of council entities, 
and there is no financial reporting framework for council 
entities.

• Councils could improve how they keep their  
information systems secure and inaccessible to those 
without approved access. 

• Councils can improve their backup controls so that 
essential public services can continue if there is a  
system disaster.

Recommendations

Councils should:

• review their financial statement preparation processes 
to identify areas for improvements 

• involve an Audit, Risk and Improvement Committee in 
the review of financial statements

• early adopt the proposed requirement to establish an 
Audit, Risk and Improvement Committee by March 2021

• introduce early close procedures with an emphasis on 
asset valuations 

• improve IT governance by ensuring they have an IT 
strategy, operational plan and policies and procedures.

The Office of Local Government (OLG) should:

• release the Local Government Code of Accounting 
Practice and Financial Reporting (the Code) and the 
End of Year Financial Reporting Circular earlier in the 
audit cycle, ideally by 30 April each year.

• ensure the Code aligns with Australian Accounting 
Standards

• introduce the requirement for councils to establish  
internal audit functions and update its 2010 Internal 
Audit Guidelines

• maintain an accurate register of entities approved  
under section 358 of the Local Government Act 1993

• establish a financial reporting framework for council 
entities. 

Further information
A full copy of the 2017 report, and the accompanying data 
visualisation is available at www.audit.nsw.gov.au. There is 
also a short video that presents the high-level findings of the 
report and the role of the Auditor-General in local  
council accountability. The 2018 report is due for release in 
the first quarter of 2019. 


