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AUDIT COMMITTEE MEETING

AGENDA

DECLARATION OF OPENING / ANNOUNCEMENT OF VISITORS
The meeting was opened at ............. DY e

RECORD OF ATTENDANCE/ LEAVE OF ABSENCE (PREVIOUSLY
APPROVED)/ APOLOGIES/ LATE ARRIVALS/DECLARATIONS OF
INTEREST

2.1 Attendance

Shire President Cr Malcolm Edwards
Deputy President Cr Chris Loessl
Councillors Cr Brett Perkins

Cr Virginia O'Neil

Chief Executive Officer Noel Mason
Finance Manager Kim Chua
Director Executive Services Kellie Gill

2.2 Leave of Absence (previously approved)
Nil

2.3 Apologies

1. Nil at the time of writing the agenda

2.4 Late Arrivals

2.5 Declaration of Interests

Councillor/Staff Item No. Interest Comments
Member
Name/position Nil Nil Nil

PUBLIC QUESTION TIME

There were no notifications of any Public Questions at the time of writing

this agenda.

CONFIRMATION OF MINUTES OF PREVIOUS MEETINGS
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Officer’'s Recommendation

That Council confirms the minutes of the Audit Committee
Meeting held 26 February 2019 as a true and accurate record.

Moved: Cr Seconded: Cr

Note: The minutes of the Council meeting listed above is provided under

separate cover via www.hallscreek.wa.gov.au

PETITIONS / DEPUTATIONS / PRESENTATIONS
Nil at time of writing the agenda.

REPORTS OF OFFICERS AND COMMITTEES

6.1.1 Reports from Audit on the 2018/19 Financials

ITEM NUMBER: 6.1.1

REPORTING OFFICER &
SENIOR OFFICER:

Noel Mason, Chief Executive Officer

MEETING DATE: 9 July 2019

DISCLOSURE OF INTEREST: | The Reporting Officers have no interest to

declare.

1.0

1.1

2.0

2.1

2.2

2.3

2.4

Matter for Consideration

The Interim Audit report has been submitted by the Office of Auditor
General (OAG) following the independent Interim Audit being conducted
by Moore Stephens.

Background

The Interim Audit is carried out by Moore Stephens with direct reports to
the OAG'’s Office — Nayna Raniga.

A pre-Interim Audit phone conference was undertaken with staff and the
President as per current AOG audit instructions. No major issues were
identified in the conduct of the pre-Audit conference.

The auditor Moore Stephens reported one item in the Interim
Management letter that required clarification by the Chief Executive
Officer.

The Audit Committee must receive the Interim Audit statement and note
matters raised.
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3.0 Comments

3.1

Independent Audit Report

Moore Stephens during their Audit identified the following;

The OAG responded to the CEO’s comments:

3.2

3.3

3.4

Good Afternoon Noel,
I hope things are going well for you at Halls Creek.

I gave you a call earlier to touch base with you relating to the interim audit performed by
Moore Stephens on our behalf. There was one significant Management Letter issue raised
and I am comfortable with the response you have provided. I was wanting to give you a
heads up that I will be issuing this management letter formally with a copy to be provided to
yourself and the President. A copy will go to the Minister for Local Government at the
conclusion of the final audit.

In discussion with Moore Stephens they have also raised the successful Native Title Claim
over Duncan and Tanami Roads. I have asked them for further information relating to this, in
particular when this was successful and also to ensure we have any legal updates in terms of
access to these roads. This is to make sure we can assess the impact to the financial
statements. Please keep me updated in this regard.

Other than that if you have any concerns or queries please feel free to give me a call.

Kind regards
Nayna

Nayna Raniga

Director

Financial Audit

Office of the Auditor General for Western Australia
TEL: (08) 6557 7714
Nayna.Raniga@audit.wa.gov.au
www.audit.wa.gov.au

In relation to the Interim Audit questions concerning native Title and
Roadworks, the CEO has provided Moore Stephens and the OAG's Office
with a legal opinion provided by Civic Legal on the 6™ June 2019. In
essence, the AOG’s Office must now determine how Shires should process
accounting requirements as they relate to Native Title Land for which
there will be roadworks expenditure.

This is not a cut and dried subject, and OAG’s Office will have to guide the
Shire on how this expenditure should be treated.

A copy of the legal opinion is tabled - email extract of what is occurring.
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4.0

4.1

4.2

4.3

4.4

5.0

5.1
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Email Extract — Moore Stephens

Hi Noel,
Sorry for the late reply, thanks for sending that information through.

I will discuss with Nayna and keep you and Kim in the loop.

James Arthur
Manager
Moore Stephens (WA) Pty Ltd

From: Noel Mason <ceo@hcshire.wa.gov.au>

Sent: Monday, 24 June 2019 5:50 PM

To: James Arthur <jarthur@moorestephens.com.au>

Subject: FW: Interim Management Letter - Shire of Halls Creek

Hi James,

Sent this to Raniga last week. It’s pretty complex — but outlines clearly what we have to do in
terms of doing work on the roads — but doesn’t address the question of how the accounting
record should address what is occurring.

Have a chat to Kim when you have worked your way thru it and maybe we can decide what
impacts this end.

Regards

Noel Mason

It is not anticipated that the OAG will have a quick answer on the

accounting practice for recording expenditure on undedicated roads any
time soon; may become an annual statement issue.

Statutory Environment

Local Government (Audit) Regulations 1996 section 1 details the
requirements of the audit committee function.

Local Government (Audit) Regulations 1996 section 9 details the
requirements on the performance of the audit.

Local Government (Audit) Regulations 1996 section 10 details the
requirements of the audit report.

Local Government Act 1995 Sections 7.9 to 7.12 details the requirements
on the conduct of the audit.

Strategic Implications

Objective:

4. Civic: Working together to strengthen leadership and effective governance.

5.2

Outcome:
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Civic - 4.1 A local government that is respected and accountable

5.3 Strategy:
Civic - 4.1.1 Provide strong, effective and functional governance and leadership
in the Shire

6.0 Policy Implications

6.1 Nil

7.0 Financial Implications

7.1 Nil

8.0 Sustainability Implications

8.1 Environmental
There are no significant identifiable environmental impacts arising from
adoption of the officer’s recommendation.

8.2 Economic
There are no significant identifiable economic impacts arising from
adoption of the officer’s recommendation.

8.3 Social
There are no significant identifiable social impacts arising from adoption of
the officer's recommendation.

9.0 Risk

9.1 Risk identified by the Audit has been addressed. Staff have now received
additional instruction as to the requirements of the Shire in preparing
accounts for payment. Additional WALGA training on procurement practice
and Shire procurement policy will be held for a number of staff in August
2019, therefore the occurrence of these errors will be removed/reduced.

9.2 Risk control Measures
Training is the identified Risk Control Measure to be undertaken. See
above.

Officer’'s Recommendations
That:

1. The 2018-19 Interim Audit Report by the Office of Auditor
General be received by the Audit Committee.

2. The Audit Committee note the issues raised by the Auditors.

Voting Requirement  Simple Majority
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Appendix:
1. 6.1.1A - OAG Interim Audit Report and Management Report
2. 6.1.1B - Civic Legal, Confidential Opinion - Native Title Impacts on 3.

Undedicated Roads (Confidential attachment - provided under separate Cover)
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APPENDIX 6.1.1A
OAG

Office of the Auditor General

Serving the Public Interest

Our Ref: 8314

7th Floor, Albert Facey House
469 Wellington Street, Perth

Mr Noel Mason
Mail to: Perth BC

Chief Executive Officer s e
Shire of Halls Creek

PO Box 21 PERTH WA 6849
HALLS CREEK WA 6770 Tel: (08) 6557 7500

Fax: (08) 6557 7600
Email: info@audit.wa.gov.au

Dear Mr Mason

ANNUAL FINANCIAL REPORT
INTERIM AUDIT RESULTS FOR THE YEAR ENDING 30 JUNE 2019

We have completed the interim audit for the year ending 30 June 2019. We performed this phase of the
audit in accordance with our audit plan. The focus of our interim audit was to evaluate your overall
control environment, but not for the purpose of expressing an opinion on the effectiveness of internal
control, and to obtain an understanding of the key business processes, risks and internal controls
relevant to our audit of the annual financial report.

Management Control Issues

I would like to draw your attention to the attached deficiency in internal control that was identified during
the course of the interim audit. This matter has been discussed with management and their comments
have been included on the attachment. The matters reported are limited to those deficiencies that were
identified during the interim audit that we have concluded are of sufficient importance to merit being
reported to management. Some of the matters may be included in our auditor’s report in accordance
with section 7.9(2) of the Local Government Act 1995 or regulation 10(3)(a) and (b) of the Local
Government (Audit) Regulations 1996. If so, we will inform you before we finalise the report.

An audit is not designed to identify all internal control deficiencies that may require management
attention. It is possible that irregularities and deficiencies may have occurred and not been identified as
a result of our audit.

This letter has been provided for the purposes of your local government, Shire of Halls Creek and may
not be suitable for other purposes.

We have forwarded a copy of this letter to the President. A copy will also be forwarded to the Minister for
Local Government when we forward our auditor's report on the annual financial report to the Minister on
completion of the audit.

Feel free to contact me on 6557 7714 if you would like to discuss these matters further.

Yours faithfully

NAYNA RANIGA
DIRECTOR FINANCIAL AUDIT
14 June 2019

Attach
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ATTACHMENT
SHIRE OF HALLS CREEK
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2019
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

INDEX OF FINDINGS RATING

Significant | Moderate Minor

1. Expenditure was not always supported by a v
purchase order.

KEY TO RATINGS

The Ratings in this management letter are based on the audit team’s assessment of risks and
concerns with respect to the probability and/or consequence of adverse outcomes if action is
not taken. We give consideration to these potential adverse outcomes in the context of both
quantitative impact (for example financial loss) and qualitative impact (for example inefficiency,
non-compliance, poor service to the public or loss of public confidence).

Significant - Those findings where there is potentially a significant risk to the entity
should the finding not be addressed by the entity promptly.

Moderate - Those findings which are of sufficient concern to warrant action being
taken by the entity as soon as practicable.

Minor - Those findings that are not of primary concern but still warrant action being
taken.

338 1:% a1
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ATTACHMENT

SHIRE OF HALLS CREEK
PERIOD OF AUDIT: YEAR ENDED 30 JUNE 2019
FINDINGS IDENTIFIED DURING THE INTERIM AUDIT

FINDINGS

1. Expenditure was not always supported by a purchase order.

Finding
Sample testing of payment transactions noted expenditure was not supported by a purchase
order as required by the Shire’s Purchase of Goods and Services Policy.

Rating: Significant

Implication

Purchases made without authorised purchase orders may increase the risk of unauthorised
expenditure occurring and going undetected. Further it is more difficult for the Shire to track
whether expenditure incurred is in line with budgets or expectations and is dependent on the
receipt of a tax invoice.

Recommendation

The Shire should implement processes to ensure compliance with its Purchase of Goods and
Services Policy. All authorised officers should be reminded of the need to ensure purchase
orders are raised and authorised prior to incurring expenditure. This will provide a key control
to ensure payment transactions as detailed in tax invoices received are in line with authorised
expenditure. Further this will assist the Shire in managing its budget responsibility.

Management Comment
| advise the Shire has:

e CEO has commenced a pre-payment review of all payment vouchers with Finance
staff, commencing 1 May 2019 to assess the extent of the issue. To date a number of
additional record and process matters have been identified that require correction.

e New Procurement Policy was adopted by Council on the 16" May 2019, and whilst this
is substantially similar to the existing procurement policy — it will necessitate new
training for staff by WALGA which has been arranged for June and July 2019.

e All authorised officers have been reminded by email from the CEO of the need to
ensure purchase orders are raised and authorised prior to incurring expenditure.

e WALGA training will include procurement in relation to tenders

Responsible Person: Noel Mason
Completion Date: July 2019

Page 2 of 2
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6.1.2 Action Plan of issues identified from the review of Risk

Management, Legislative Compliance and Internal Controls

ITEM NUMBER: 6.1.2

REPORTING OFFICER &
SENIOR OFFICER:

Noel Mason, Chief Executive Officer

MEETING DATE: 9 July 2019

DISCLOSURE OF INTEREST: | The Reporting Officer has no interest to

declare.

1.0

1.1

2.0

2.1

2.2

2.3

2.4

Matter for Consideration

To receive an update to the Implementation Action Plan activities and the
review of the actions taken to address the Risk Management, Legislative
Compliance and Internal Control report conducted by Moore Stephens.

Background

The Shire of Halls Creek conducted a Regulation 17 of the Local
Government (Audit) Regulations review as their response to the CCC
Inquiry and Report. (See 2.2. Below) The CEO has provided progress
reports to the Department of Local Government and Communities each
quarter as to the work has been undertaken. The previous review was
done in March 2019 and as this review coincides with an Audit Committee
meeting the CEO is submitting the latest quarterly report for information.

At the Ordinary Meeting of Council held on 20 September 2018, Council
received the following reports:

e CCC Report titled "A Report into how conflicts of interest
undermine good governance - A Report on the Chief Executive
Officer of the Shire of Halls Creek”, released 30 August 2018.

e Moore Stephens Report titled “"Review of issues arising from Crime
and Corruption Commission (CCC) Investigation, and

e Moore Stephens Report titled "Review of risk management,
legislative compliance and internal controls”. (Known as the Reg
17 Audit Report)

Following submission of the three reports to the Department of Local
Government, Sport and Cultural Industries (the Department), as outlined
in the above resolution, the Acting CEO met with Department
representatives in Perth on Monday 15 October 2018 to discuss the
reports. Subsequently, the Department wrote to Council requesting
Council prepare an Action Plan to implement the improvements as
outlined in the three reports.

The Acting CEO prepared a draft “Implementation Action Plan” addressing

the issues identified in the “Review of issues arising from Crime and
Corruption Commission (CCC) Investigation”, in consultation with the
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3.0

3.1

3.2

4.0

4.1

4.2

5.0

5.1
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Department. Council endorsed this action plan at the Ordinary Council
Meeting on 15 December 2018.

Initially the two reports prepared by Moore Stephens were going to be
treated together with one action plan developed, however the
Department’s view was that as the Reg 17 Audit Report is a legislative
requirement, that report should follow the required process through the
Audit Committee.

Comments

The Implementation Action Plan and Reg 17 Audit Report spreadsheet
details actions being undertaken and completed to address the matters
raised. Council is generally complying with identified timeframes.

The CEO and senior management team are currently working on reviewing
all procedures, with a targeted completion date of September 2019. The
major work remining is the preparation of the Shires Integrated Planning
reports. The consultation is planned for August and September to be
followed by the write up - likely taking until February 2020.

Statutory Environment

Local Government Act 1995

Section 2.7(2) Provides that Council is to oversee the allocation of local
government finances and resources and to determine the
local government policies.

Section 3.1 — Provides that the general function of the local government
is to provide for the good government of persons in its
district.

Local Government (Audit) Regulations 1996

Regulation 17. CEO to review certain systems and procedures
(1) The CEO is to review the appropriateness and effectiveness of a
local government’s systems and procedures in relation to —
(a) risk management; and
(b) internal control; and
(c) legislative compliance.
(2) The review may relate to any or all of the matters referred to in

subregulation (1)(a), (b) and (c), but each of those matters is to be
the subject of a review not less than once in every 3 financial years.

(3) The CEO is to report to the audit committee the results of that
review.
Strategic Implications

Objective:
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4, Civic: Working together to strengthen leadership and effective governance.

5.2 OQutcome:

Civic - 4.9 Capacity for effective governance is established, maintained and

enhanced

5.3 Strategy:

Civic - 4.1.1 Provide strong, effective and functional governance and leadership

in the Shire

6.0 Policy Implications

6.1 There are no policy implications in respect to the recommendation of this
report, the major review the Shire’s Policy Manual in June 2019 has
addressed all of the policy issues identified by the CCC and the DLG&C.

7.0 Financial Implications

7.1  The financial implications of the recommendation, if any can be managed
within the provisions contained in the 2019/20 adopted Budget.

8.0 Sustainability Implications

8.1 Environmental
There are no identifiable environmental impacts arising from adoption of
the officer’'s recommendation.

8.2 Economic
There are no identifiable economic impacts arising from adoption of the
officer’'s recommendation.

8.3 Social
There are no identifiable social impacts arising from adoption of the
officer’'s recommendation.

8.4 Risk

The matters contained in the report represent a moderate risk to the Shire
if not appropriately addressed, but there are no risks in the proposed
recommendation.

Officer's Recommendations
That the Audit Committee:

1. Note the “Implementation Action Plan and Risk Management,
Legislative Compliance and Internal Controls” quarterly report
as appended.

VOTING REQUIREMENT: Simple Majority
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Appendix:

6.1.2A Action Plan from review of Risk Management, Legislative Compliance and
Internal Controls

6.1.2B Regl?7 Audit Action Plan
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Agenda for Audit Committee Meeting of the Council to be held on 9 July 2019

6.1.3 Target Reporting for Audit Committee Information — Various Items

ITEM NUMBER: 6.1.3
REPORTING
Noel Mason, Chief Executive Officer
OFFICER/SENIOR OFFICER
MEETING DATE: 9 July 2019

DISCLOSURE OF INTEREST: | The Reporting Officer has no interest to

declare.

1.0

1.1

2.0

2.1

3.0

3.1

3.2

3.3

3.4

Matter for Consideration

To receive updates from the Management team on aspects of the Shires
financial performance and management. Oversight and analysis are done
on a semi-regular basis by the management team focussing on hot topics
and where risk has been identified that needs assessment.

Background

The Shire Compliance regime requires that we test regularly elements of
the business performance, risk and internal controls to see how they are
performing financially. You can see from the presented information that
once actions are identified, they are usually followed-up to a conclusion.

Comments

The Audit Committee can have a degree of confidence that management
applies time to these matters.

This work is now presented regularly to the Management team meetings
so that all Directors have knowledge of the reviews and why they occur
and what the outcomes are. The work compliments our Implementation
Action Plan activities, the Risk Management assessments and our
Legislative Compliance and Internal Control.

Some of this work has been reported back to the DLG&C as part of the
quarterly reports.

Report Items for Information

3.4.1 Time in Lieu Balances - as part of the push to reduce all TIL
Balances by the 1% April 2019; staff were requested to take leave
or seek payout. At the 1% April 2019, all staff balances remaining
formed part of agreements with individuals to take the leave with
annual leave. All has since now been extinguished.

New Flexible Work Arrangements procedures are in place, and have
commenced. See Memo.

3.4.2 Procurement Limits - Local Government Act 1995 - $150,000
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The DLG&C have signalled that procurement exceeding $150,000
over a 3-year cycle should be sufficient to trigger tender provisions.
An analysis was undertaken of organisations that have 3-year
expenditure exceeding $150,000. The Shire was required to then do
more analysis on Broome Contracting and Greenfields to meet the
CCC requirements.

Both analyses were forwarded to the Dept of Local Government, to
date no response, though are reasonably confident that no further
work will be required.

Rating Summary - overdue Rates (3 pages)

Rate Settlement - A4213; 184 Gt Northern Hwy

Credit Card Transactions Outstanding as at 30 June 2019

Cleaning Contract - Summary of Expenditure under Contract
Assessment of Staff Utilities - A number of staff have contract and
appointment provisions that set the amount of utilities paid by the
Shire. This was assessed in May 2019 and no staff were found to be
exceeding limits. One staff member was close, but we were
confident that the Shire’s payment of utilities requirements would
not have been exceeded.

WWw W W W
Aanbn
Nouibhw

4.0 Statutory Environment

4.1 Local Government Act 1995

Section 2.7(2) Provides that Council is to oversee the allocation of local
government finances and resources and to determine the
local government policies.

Section 3.1 - Provides that the general function of the local government
is to provide for the good government of persons in its
district.

4.2 Local Government (Audit) Regulations 1996

Regulation 17. CEO to review certain systems and procedures
(1) The CEO is to review the appropriateness and effectiveness of a
local government’s systems and procedures in relation to —
(a) risk management; and
(b) internal control; and
(c) legislative compliance.
(2) The review may relate to any or all of the matters referred to in

subregulation (1)(a), (b) and (c), but each of those matters is to be
the subject of a review not less than once in every 3 financial years.

(3) The CEO is to report to the audit committee the results of that
review.
5.0 Strategic Implications
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5.1 Objective:
4, Civic: Working together to strengthen leadership and effective governance,

5.2  Oulcome:

Civic - 4.9 Capacity for effective governance is established, maintained and
enhanced

5.3 Strategy:

Civic - 4.1.1 Provide strong, effective and functional governance and leadership
in the Shire

6.0 Policy Implications

6.1 There are no policy implications in respect to the recommendation of this
report.

7.0 Financial Implications

7.1  There are no financial implications contained in the recommendation.

8.0 Sustainability Implications

8.1 Environmental
There are no significant identifiable environmental impacts arising from
adoption of the officer’s recommendation.

8.2 Economic

There are no significant identifiable economic impacts arising from
adoption of the officer’'s recommendation.

8.3 Sodcial
There are no significant identifiable social impacts arising from adoption of
the officer's recommendation.

8.4 Risk

The matters contained in the report represent no risk to the Shire.

Officer’'s Recommendations
That the Audit Committee:

1. Note the information report and material contained.

Appendix:

- Time in Lieu Balances

- Procurement Limits — Local Government Act 1995

- Rating Summary - overdue Rates (3 pages)

- Rate Settlement - A4213; 184 Gt Northern Hwy

- Credit Card Transactions Outstanding as at 30 June 2019

- Cleaning Contract - Summary of Expenditure under Contract
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APPENDIX 6.1.3C

mapping $667,414.75

overdue rates $667,414.75

outstanding debtors $667,414.75

Total mining $185,848.87 28%

Other $481,565.88 72%
$667,414.75

Outstanding Rates Debtors -
ALL vs Mining tenements

= Total mining = Other
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Analysis of Rate debtors as at 27/6/19

Total Overdue Rates S 667,4_14.75
Total Mining & Exploration $ 185,84887 28%
Other - Non Mining $ 481,565.88 72%

$ 667,414.75

52 accounts owe >55,000 $ 580,253.64 87%
Mining & Exploration $ 131,080.73 23%
Non Mining $ 449,172.91  77%
Top Rural UV S 64,533.44
2nd UV $ 20,862.96
Town GRV S 38,416.80
2nd Town GRV S 17,188.30
3rd Town GRV $ 14,658.09
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A4213 - 184 GREAT NORTHERN HIGHWAY -

| Rates&lnt| Licence | Refuse | Total

Payment per bank statement on 28/6/19 $ 38,689.47 $ 700.00 S 5,498.80 $ 44,888.27

0/s Billing $ 20,426.51 $ 700.00 $ 5,498.80 $ 26,625.31
Interest $ 18,262.96 $ 18,262.96

$ 38,689.47 $ 700.00 S 5,498.80 $ 44,888.27

Credit in bank sighted on 28/6/2019

APPENDIX 6.1.3D
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APPENDIX 6.1.3E
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APPENDIX 6.1.3F
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NEW DECISIONS OF AN URGENT NATURE INTRODUCED BY DECISION OF

THE MEETING
MATTERS BEHIND CLOSED DOORS

CLOSURE OF MEETING

CONFIRMATION
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