Appendix 3 — About the audit

Audit objective

This audit assessed whether selected councils are effectively developing and monitoring Long-Term
Financial Plans (LTFP) to ensure that their strategic goals can be achieved sustainably.

Audit criteria

We addressed the audit objective using the following criteria:

1. The council has effectively developed and integrated its LTFP
a) The council’s LTFP meets legislative requirements and related guidance
b) The council has established appropriate governance to facilitate long-term financial
planning
c) The council’s LTFP is informed by relevant data and modelling

d) The council’s LTFP is integrated with council’s Integrated Planning and Reporting (IP&R)
documents and other council strategies and plans to ensure that strategic goals can be
achieved with available resources

2. The council effectively monitors and reviews its LTFP
a) The council regularly monitors the LTFP’s performance and uses this to inform updates
to the LTFP
b) The council regularly reports to the elected council on its LTFP performance and the

impact of significant changes in the council’s financial circumstances

c) The council regularly updates its LTFP, including when there are significant changesin
the council's context and financial performance

Audit scope and focus

In assessing the criteria, we checked:

. the LTFP and other components of the Resourcing Strategy

. other IP&R documents as relevant to the LTFP

. other council strategies and plans with a significant financial impact
. data thatis used to inform the LTFP and its measurement.

The period of review was from financial years 2022-23 to 2025-26.

The audited entities included Armidale Regional Council, Port Stephens Council and the Department
of Planning, Housing and Infrastructure, Office of Local Government (OLG).
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Audit exclusions

The audit did not:

. examine aspects of the OLG’s activities beyond the provision of IP&R policy and advice

. conclude on council financial sustainability

. examine the Independent Pricing and Regulatory Tribunal’s rate peg methodology and decision-
making on special rate variations

. examine financial systems that provide inputs to the LTFP

. examine the implementation of the council’s objectives, actions and services, except insofar as
they impact on the LTFP

. consider the development of other IP&R documents, except insofar as they impact on the LTFP

. question the merits of government policy objectives.

Audit approach

Our procedures included:

1. Interviews and system demonstrations with auditee staff, including:
- council executive management
- council managers and officers responsible for financial, asset and workforce planning
- council managers and officers responsible for risk and internal audit management

- OLG staff responsible for sector performance, IP&R guidance and best practice
development.

2. Consultation with stakeholders, including:
- Financial Audit Branch teams involved in local government financial audits

- Local Government NSW, Local Government Professionals, Institute of Public Works
Engineering Australasia, Independent Pricing and Regulatory Tribunal NSW and TCorp

3. Examining and analysing documents related to the development, integration, monitoring,
reporting and review of council’s LTFP, including:

- relevant legislation, regulations, policies, procedures, guidelines and OLG circulars

- the council’s LTFP, IP&R documents and other relevant strategies and plans used to
inform the LTFP

- terms of reference and minutes for relevant committees
- relevant briefings and documents provided to the executive team and elected council
- risk management frameworks
- relevant internal audits and reviews
training programs available for councillors
- processes for strategic and financial planning
- asset management and workforce planning processes.
4. Analysing data, including:
- data used to inform the LTFP

data used to understand the effectiveness of the LTFP

performance and progress reporting data.

We also examined:

. documentation from other stakeholders obtained throughout the audit such as research and
studies, statistical data and analysis

. information from other jurisdictions for comparison.

The audit approach was complemented by quality assurance processes within the Audit Office to
ensure compliance with professional standards.

NSW Auditor-General's Report to Parliament | Long-term financial planning in local government | Appendix 3 — About the audit



Audit methodology

Our performance audit methodology is designed to satisfy Australian Auditing Standard ASAE 3500
Performance Engagements and other professional standards. The standards require the audit team to
comply with relevant ethical requirements and plan and perform the audit to obtain reasonable
assurance and draw a conclusion on the audit objective. Our processes have also been designed to
comply with requirements specified in the Government Sector Audit Act 1983 and the Local
Government Act 1993.
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Audit cost

The estimated cost of this audit including disbursements is $660,000.
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