
 
 
 

Audit Committee 
Monday 7 December 2015 

(Presiding Member: Mr Laurie Kozlovic) 
 

The meeting of the Audit Committee will be held in the Civic Centre, 128 Prospect Road, 
Prospect commencing at 4:30pm 

 
A G E N D A 

 
1. On Leave – Nil 
 
2. Apologies – Nil  
 
3. Confirmation of the Minutes of the Audit Committee Meeting Held on 2 November 

2015 
 
4. Presiding Member’s Report – Nil  

 
5. Questions With Notice – Nil 
 
6. Deputations – Nil 

 
7. Notices Of Motion – Nil 
 
8. Declaration by Members of Conflict of Interest 
 
9. Protocol 
 

The Council has adopted the protocol that only those items on Committee reports 
reserved by members will be debated and the recommendations of all items will be 
adopted without further discussion. 
 

10. Reports 
 

Reports of the Chief Executive Officer 
 
Nil 
 



Reports of the Director Corporate Services 
 
10.1 Work Health and Safety Report 

(Pages 1- 4, Recommendation Page 1) 

10.2 Internal Audit Report – Procurement and Contract Management Processes 
(Pages 5-26, Recommendation Page 5) 

10.3 First Budget Review 2015-2016 
(Pages 27-54, Recommendation Page 27) 

10.4 Rating Audit Health Check – Annual Review 
(Pages 55-71, Recommendation Page 56) 

10.5 Budget Framework Policy 
(Pages 72-81, Recommendation Page 72) 

10.6 Fees and Charges Comparison – Eastern Region Alliance 
(Pages 82-87, Recommendation Page 82) 

10.7 Periodic Review of Key Financial Indicator Targets 
(Pages 88-101, Recommendation Page 89) 

10.8 Employee Conflict of Interest Policy 
(Pages 102-113, Recommendation Page 102) 

10.9 Human Resource Management Roadmap Update 
(Pages 114-121, Recommendation Page 114) 

10.10 Audit Committee Outstanding Resolutions 
(Pages 122-129, Recommendation Page 122) 

10.11 Audit Committee Work Program Status Report 
(Pages 130-144, Recommendation Page 130) 

10.12 Internal Audit Report – Long Term Financial Plan and Asset Management Plan 
(Pages 145-167, Recommendation Page 145) 

 

11. Questions Without Notice  

12. General Business 
 

Council has resolved that an Agenda Item “General Business” be included on Council 
and Committee Agendas for members to raise matters of a minor nature for action by 
the Administration, or to call for reports. 
 

  



13. General Business – Urgent Matters 
 

Council has resolved that an Agenda Item “General Business – Urgent Matters” be 
included on Council and Committee Agendas for members to raise matters of a 
genuinely urgent nature, is not a change to Council Policy and can not wait until the 
next Council or Committee meeting recognising that the leave of meeting will be 
required for each item on each occasion. 

 
14. Confidential Items – Nil  

15. Closure  

 
Ginny Moon 
Director Corporate Services 

      
 



  

  

AGENDA ITEM NO.: 10.1 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Greg Georgopoulos, Director Infrastructure Assets and 

Environment 
 
REPORT AUTHOR: Jacqui Kearsley, Work Health and Safety Coordinator 
 
SUBJECT: Work Health and Safety Report 
 
 

1. EXECUTIVE SUMMARY 

1.1 A Work Health and Safety presentation was provided to the Audit Committee on 17 
August 2015.  At this meeting, the Audit Committee recommended: 

1.1.1. Audit Committee to be provided with the last three reporting cycles to assess 
the information (trends) prepared and reporting processes for claims and 
incidents. 

1.1.2. Management further investigates potential liabilities connected to activities 
undertaken by external contractors who may or may not be under control of 
Council. 

1.2 This report is to provide an update to the Audit Committee on the progress made on 
the recommendations. 

2. RECOMMENDATION 

(1) Council notes that the Audit Committee has been provided with the last 
three reporting cycles to assess the information and reporting processes 
for claims and incidents. 

(2) Council notes that the Audit Committee has been provided with potential 
liabilities connected to activities undertaken by external contractors who 
may or may not be under control of Council. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Council’s Work Health and Safety Plan.   

3.2 Relevant policies include: 

3.2.1 Work Health and Safety Policies & Procedures 

3.3 Core Strategy 5 – Your Council. 

5.7 Provide efficient and effective services using the most appropriate 
service delivery model and technology. 
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 5.7.2 Provide visible service delivery and accountability through a structured 
program of service reviews and improving Council’s internal systems 
and on-line services. 

4. COMMUNITY INVOLVEMENT 

4.1 There is no relevant community consultation requirement. 

5. DISCUSSION 

5.1 A Work Health and Safety presentation was provided to the Audit Committee on 17 
August 2015.  At this meeting, the Audit Committee recommended that: 

“Audit Committee to be provided with the last three reporting cycles to assess the 
information (trends) prepared and reporting processes for claims and incidents”. 

5.2 The presentation on 17 August 2015 provided an update to the Audit Committee on the 
implementation of the Work Health and Safety (WHS) legislative requirements.  This 
includes the obligations of Council as Self Insurers, the functions of the WHS 
Committee and the responsibilities of the Health and Safety Reps, Councils Executive 
Champions and their programs, an explanation of WHS Quarterly Reports to Executive 
Management Team and Local Government Association Workers Compensation 
Scheme (LGAWCS) Audit discussing the sub-elements that Council were audited on 
and the action plan addressing any identified non-conformances. 

5.3 The following few graphs will illustrate the trends of claims and incidents over the last 
five years. 

Trends 

5.4 The table below illustrates a decrease in claims over a five year period and days lost 
due to injury has reduced for the same period. 

City of 
Prospect 

Claim Numbers  Days Lost   Total Cost 

2011  9  230.08  199,290.68 

2012  5  32.64  111,795.83 

2013  8  12.36  44,636,47 

2014  5  174.17  108,506.79 

2015  4  7.04  77,752.76 
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5.5 The tables below are statistics from Return to Work SA - Claims Analysis Tracking 
System - Comparison of City of Prospect (in blue) with Group C Councils (81 – 150 
FTE).  It is pleasing to note that the numbers of claims over a five year period have 
decreased for City of Prospect. 

 
 
 

5.6 The table below illustrates the Lost Days through Injury (LTI) – over the last 5 years.   
Apart from an outlier in 2014, the LTI have stayed relatively constant.   

 
 
 

5.7 From the table below, Lost Days through Injury (LTI) ‘Incident Rate’ is relatively 
constant apart from an outlier in 2015. 
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5.8 At the 17 August 2015 meeting, the Audit Committee also recommended that: 

“Management further investigates potential liabilities connected to activities undertaken 
by external contractors who may or may not be under control of Council”. 

5.9 The majority of risks facing a Council when using an external contractor should be 
mitigated by the contract Council enter in to engage a contractor. 

5.10 Council’s standard contract documents include clauses in relation to insurance and 
indemnity clauses that are implemented to protect Council’s risk exposure to the 
negligent action or non-action of a contractor/ sub-contractor.  

5.11 Furthermore, the contract requires the contractor to present proof of adequate and 
appropriate insurance and other compliance covers.  

5.12 With respect to WHS/ Return to Work obligations, Council as the principal to the 
contract has statutory obligations to oversee and ensure contractors/ sub-contractors 
have in place compliant WHS and work safe procedures. 

5.13 This requirement is set out in our Conditions of Tendering, General Conditions of 
Contract and all Service Agreements.   

5.14 Whilst it’s easy in mitigating risk for council-funded projects through regular contractor 
management meetings, the same result can’t be expected for other external 
contractors / service providers, particularly because Council don’t receive advance 
notification and have limited understanding of the complexity of asset works.  

5.15 Service providers that have multiple sub-contractors undertaking civil works daily 
throughout the city include: 

 SA Water 
 United Water 
 APA 
 Telstra 
 Service Stream 
 Optus 
 NBN 
 Origin 
 SA Power Networks 
 DPTI 

 
5.16 If an independent contractor undertakes on-site works and an incident occurs, Council 

will not be implicated in the claim. 

 

ATTACHMENTS 

Nil. 
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AGENDA ITEM NO.: 10.2 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Internal Audit Report – Procurement and Contract Management 

Processes 
 
 

1. EXECUTIVE SUMMARY 

1.1 As part of the Internal Audit Contract, Bentleys have been engaged to undertake a 
number of key internal audits during the current financial year. 

1.2 Bentleys have completed a review of Councils Procurement and Contract Management 
Processes. Bentleys report is included in Attachments 1 – 19. 

2. RECOMMENDATION 

(1) Council notes Bentleys Internal Audit Report – Procurement and Contract 
Management Processes.  

(2) A report be presented to the March 2016 Audit Committee identifying the 
steps completed to address the findings identified in Bentleys report. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Local Government Act 1999, Chapter 10. 

3.2 Core Strategy – Your Council – “Ensure Financial Sustainability”. 

4. COMMUNITY INVOLVEMENT 

4.1 No community consultation was undertaken on this matter. 

5. DISCUSSION 

5.1 As part of the Internal Audit Contract, Bentleys have been engaged to undertake a 
number of key internal audits during the current financial year. 

5.2 Bentleys have completed a review of Council’s Procurement and Contract 
Management Processes. Bentleys report is included in Attachments 1 – 19. 

5.3 Overall, on Attachments 5-6 Bentleys identified Council has a number of good 
practices in place for the procurement of goods and services. 
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5.4 Bentleys highlighted eight (8) findings from their review. They are presented in the 
following paragraphs. 

5.5 Finding 1 – Inconsistently defined roles and responsibilities. 

5.5.1 Proposed Actions/Comments – Consistency to be addressed in the next review 
of the policy (refer finding 2). 

5.6 Finding 2 – Procurement Policy Due for Review. 

5.6.1 Proposed Actions/Comments – The Procurement Policy was last adopted by 
Council on 26 October 2010. A summary of the Policy is included in the 
Accounting Policies and Procedures Manual which was last adopted by Council 
on 26 August 2014. To address many of the findings of this internal audit, the 
Procurement Policy will be reviewed and presented to the March 2016 Audit 
Committee meeting for reconsideration. 

5.7 Finding 3 – Terms and Conditions of Contract/Purchase not up to date. 

5.7.1 Proposed Actions/Comments – The template has now been updated with the 
correct Act as outlined in the report.  

5.8 Finding 4 – Purchase Order Authority. 

5.8.1 Proposed Actions/Comments – Purchase order limits are identified in the policy. 
Historically the confirmation of these limits within our purchasing system has 
been difficult to do. With the return of system management from an external 
provider this has now been addressed and is periodically reviewed as reported 
in the Internal Control Assessment Process. 

5.9 Finding 5 – Incomplete Contract Register. 

5.9.1 Proposed Actions/Comments – A Council wide register is to be developed 
utilising the existing Assets & Infrastructure register as a base starting point. 

5.10 Finding 6 – No corporate level contract management procedure. 

5.10.1 Proposed Actions/Comments – Connection to Finding 3. Templates were last 
majorly reviewed in 2011. These are currently being reviewed for 
reimplementation. This process will include training for all relevant staff. It is 
anticipated that this training will take place in the first quarter of 2016, however 
should substantial changes be required of the Procurement Policy, training will 
need to be deferred until after the revised policies adoption. 

5.11 Finding 7 – No performance reporting procedure (major service contracts). 

5.11.1 Proposed Actions/Comments – A monitoring and reporting process is to be 
developed. Bentleys will further be consulted on the design of this process. 

5.12 Finding 8 – Tender opening process. 

5.12.1 Proposed Actions/Comments – Assessment identified that two tenders had not 
been signed by both parties. Procedure and retraining to address this gap in 
process. Confidence is held that two staff were present at these openings just 
that they were not signed off by both staff. 
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5.13 In addition to the eight (8) findings listed above, Bentleys identified three (3) 
opportunities for improvement that they saw value in incorporating into Council’s 
processes. These will be considered during the process and policy review prior to 
retraining of staff in the first quarter of 2016. 

5.14 Overall, it is noted that while Bentleys have identified some gaps within Council’s 
processes, some of which are due to the lack of a dedicated procurement resource. 
Council has generally good processes and procedures in some areas of the 
organisation. Historically due to the decentralised nature of procurement practices, 
these have not been consistently managed across the organisation and templates have 
not been maintained. 

5.15 In recent months, Council staff have embarked on its own review of Procurement 
Processes and established a roadmap with the assistance of ArcBlue Consulting in 
order to improve consistency of practices across the whole organisation. 

5.16 Council has established a working relationship with the LGA Procurement Group in 
order to leverage of the competitive tendering processes, template development and 
use of services such as ‘Vendor Panel’ which they currently offer.  

5.17 At present, procurement management activities have no dedicated staff within Council 
and work is being carried out by the Financial Services staff, competing with other 
normal deadlines.  

 

ATTACHMENTS 

Attachments 1-19: Bentleys – Internal Audit Report – Procurement and Contract 
Management Processes 
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Private & Confidential 
 

To:  Ginny Moon,  

Director, Corporate Services 

 

  

  

Copy: Audit Committee  
  

  

  
 
 
Internal Audit Report  
Procurement and Contract Management Processes 
 
We have completed our review on the sufficiency of procurement and contract management 
processes for the City of Prospect.  Please find attached our report containing details of our 
assessment and recommendations.  The report also contains a description of the scope of work and 
our approach. 
 
An Executive Summary is provided for consideration by the Audit Committee. 
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© 2015 Bentleys (SA) Pty Ltd 
Inherent Limitations 

Due to the inherent limitations of any internal control structure, it is possible that fraud, error or non-compliance with laws and regulations may 
occur and not be detected. Further, the internal control structure, within which the control procedures that have been subject to this review 
operate, has not been reviewed in its entirety and, therefore, no opinion or view is expressed as to its effectiveness of the greater internal control 
structure. This review is not designed to detect all weaknesses in control procedures as it is not performed continuously throughout the period 
and the tests performed on the control procedures are on a sample basis. Any projection of the evaluation of control procedures to future periods 
is subject to the risk that the procedures may become inadequate because of changes in conditions, or that the degree of compliance with them 
may deteriorate. 
We believe that the statements made in this report are accurate, but no warranty of completeness, accuracy or reliability is given in relation to the 
statements and representations made by, and the information and documentation provided by City of Prospect management and personnel. We 
have indicated within this report the sources of the information provided. We have not sought to independently verify those sources unless 
otherwise noted within the report. We are under no obligation in any circumstance to update this report, in either oral or written form, for events 
occurring after the report has been issued in final form unless specifically agreed. The findings expressed in this report have been formed on the 
above basis. 
 

Third Party Reliance 

This report is solely for the purpose set out in the Official Order and for City of Prospect information, and is not to be used for any other purpose 
or distributed to any other party without Bentleys (SA) Pty Ltd’s prior consent. 
This summary report has been prepared at the request of City of Prospect management or its delegate. Other than our responsibility to the 
management of the City of Prospect, neither Bentleys (SA) Pty Ltd nor any member or employee of Bentleys (SA) Pty Ltd undertakes 
responsibility arising in any way from reliance placed by a third party, including but not limited to City of Prospect external advisors, on this 
summary report. Any reliance placed is that party’s sole responsibility. Liability limited by a scheme approved under Professional Standards 
Legislation. At
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EXECUTIVE 
SUMMARY 
 

BACKGROUND 
The Council has engaged Bentleys SA Pty Ltd to conduct an internal audit project – procurement and 
contract management processes review in June 2015 in line with the Audit Committees Internal Audit 
Program. 

This report outlines findings and recommendations in respect of the procurement and contract 
management processes. 

AUDIT OBJECTIVES 
The overall objective of the audit was to review the system of internal controls and management 
processes providing reasonable assurance that adequate management controls exist to mitigate risk. 

The specific objectives of the audit were to determine: 

 Compliance with Local Government Act Section 49; 

 Compliance with internal policies and procedures; 

 Compliance with Council procurement strategy and principles; 

 Procurement and contract management processes improvement against best practice. 

Governance objectives, where relevant, were considered and included an assessment of whether 
governance processes were in place, including: 

 Defined roles and responsibilities; 

 Segregation of duties; 

 Appropriate levels of delegated authority; 

 Monitoring and reporting of abnormal activity; and 

 Records management and documented audit trails. 

AUDIT SCOPE & APPROACH 
The scope included procurement and contract management activities between June 2014 and May 
2015 and considered: 

Procurement Process 

 Assurance as to whether council’s purchasing policies and procedures have been effectively 

implemented and transactions are appropriately recorded in the Finance system; 

 Review of purchase order management and variance analysis; 

 Test procurement process for compliance with Local Government (Functions and General) 
Regulations; At
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 Test budget allocations and annual creditor expenditure to check compliance with the tender 
threshold to highlight possible anti avoidance issues; 

 Assess risk management issues relating to procurement have been correctly identified and 
monitored; 

 Check the current year’s gift register against historical data to ensure all offers of gifts, benefits or 
hospitality from people or organisations in the tender and procurement processes were refused. 

Contract Management Process 

 Review of current contract management process; 

 Review on the reporting of contract costs and delivery in accordance with contractual 
requirements and commitments made in the tender process. (The scope of this project was 
limited to major or strategic contractual arrangements across the relevant business units and a 
wide sample selected across all business units); 

 Assessing process to best practice; 

 Conduct high level process mapping to document the current framework; 

 Review of a sample of project / contract files (transactional testing, where required and based on 
the volume of contracts); 

 Review the maintenance of contract registers; 

 Review the contract between the council and the preferred supplier and determine if a standard 
contract has been used and the contract includes provisions managing the risks identified; 

 Review the invoice verification and authorisation to ensure vendor invoices are paid according to 
the contract and in accordance with the prescribed process; 

 Contract variation monitoring. 

General 

 Transactional testing (where required and based on the volume of procurement contracts); 

 Review the appropriate levels of delegated authority; 

 Monitoring and reporting (including contract progress reporting); 

 Records management and documented audit trails. 

The approach involved reviewing the process, procedures, policies and documentation; interviewing 
key staff; observation, walkthrough and substantive testing and where appropriate seeking expert 
advice. 

GOOD PRACTICES OBSERVED 
Throughout this review we compared the Council processes to our knowledge and understanding of 
Local Government Association procurement guidance and good business practice. The following 
good practices were observed during the review: 

 Contract template was used and in compliance with Local Government (Functions and General) 
Regulations. 

 Invoice verification and authorisation were in compliance with the Council delegation of authority. 

 Budget allocations and annual creditor expenditure were reviewed monthly. Variations were 
explained and monitored. At
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 Council separated the purchasing decision-making from contract administration. I.e. the role of 
“superintendent of the works” was awarded to the contract after the successful tenderer was  
appointed. 

 The current gift register was well maintained. No offers of gifts, benefits or hospitality from people 
or organisations were accepted during the tender and procurement processes. 

KEY FINDINGS AND OBSERVATIONS 
A summary of the risk rated findings are provided below. 

Ref Description of Findings Risk Rating 

1 Inconsistently defined roles and responsibilities Moderate 

2 Procurement policy due for review Moderate 

3 Terms and conditions of purchase orders not up-to-date Low 

4 Purchase order authority Moderate 

5 Incomplete contract register Low 

6 Lack of corporate level contract management procedure Moderate 

7 Lack of performance reporting procedure (major service contracts) Moderate 

8 Tender opening process Moderate 

Ref Improvement Opportunities  

1 Procurement guidelines and awareness training   

2 Prequalified supplier list & risk assessment   

3 Single tender and no tender situation  

 
Refer to Agreed Action Plan (Appendix 1), Improvement Opportunities (Appendix 2) and Proposed 
Procurement and Contract Management Framework (Appendix 3) for detailed information. 

Each key finding is rated based on the impact to the process considered. Refer to Risk Framework 
(Appendix 5) for detailed information. 

 

ACKNOWLEDGEMENT 
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APPENDIX 1  

DETAILED FINDINGS AND AGREED ACTION PLAN 

Finding 1 Inconsistently defined roles and responsibilities 

Impact: Moderate 

Likelihood: Possible 

Risk Rating: Moderate 

 

Findings:  

Procurement process responsibilities are decentralised and carried out inconsistently by the different 
divisions. The definition of procurement responsibilities and obligations within the Council procedures 
and employee position descriptions were inconsistent.   

Risk: 

Inconsistently defined procurement responsibilities and obligations may result in incorrect supplier 
selection and/or spending approval. 

Bentleys Recommendation: 

It is recommended management review and clearly defines the procurement responsibilities and 
obligations across the Council. 

Management Response: 

Noted 

Responsible Officer:       Target Date: 
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Finding 2 Procurement policy due for review 

Impact: Moderate 

Likelihood: Possible 

Risk Rating: Moderate 
 

Findings:  

Local Government Act 1999 requires the Council to have a ‘Contract and Procurement Policy’ under 

section 49. The current Procurement Policy provides information and guidance to staff and officers in 
their procurement of goods, works and services. This policy was last reviewed and approved in 2010, 
therefore, it is currently due for review. Management is in the process of reviewing the policy.   

Risk: 

Use of the incomplete policy and procedure will increase the risk of noncompliance and may result in 
incorrect goods or services selection, and ultimately jeopardise the Council in obtaining value for 
money. 

Bentleys Recommendation: 

It is recommended management complete the Procurement Policy and ensure Council staff are aware 
of the requirements of the new poilcy.  This policy should also provide detail and clarity over contract 
management, or if contract management is governed separatly, the likages and responsibilities 
between procurment and contract management, with the objective of maximising opportunity of 
achieving the desired result for the Council and mitigating risk. 

Management Response: 

Noted 

Responsible Officer:       Target Date: 

Finding 3 
Terms and conditions of contract/purchase not up-
to-date 

Impact: Moderate 

Likelihood: Unlikely 

Risk Rating: Low 

 

Findings:  

Council has standard Contract/Purchase Terms and Conditions. However, the WH&S section referred 
to the Occupational Health, Safety & Welfare Act 1986, which is redundant.    

Risk: 

Use of the incomplete or out-dated Contract/Purchase Terms and Conditions could exposes Council 
to additional risks including compromised insurances and reduced WH&S coverage. 

Bentleys Recommendation: 

It is recommended management have the Terms and Conditions of Contract/Purchase reviewed by a 
solicitor for accuracy and completeness. 

Management Response: 

Noted 

Responsible Officer:       Target Date: At
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Finding 4 Purchase order authority 

Impact: Moderate 

Likelihood: Possible 

Risk Rating: Moderate 

 

Findings:  

During our review we noted in the ‘Authority’ purchase order module, the authority level setup for 
Manager Infrastructure, Assets & Environment was $20K. But during the period 23/07/2014 to 
16/10/2014, there were 17 purchase orders approved over this delegation. We understand the 
Manager was sometimes authorised to undertake higher duty as acting Director Infrastructure, Asset 
& Environment, however, during the period mentioned, we could not identify any documented 
delegation of higher of duties and authorities to support these approvals. 

Risk: 

Incorrect delegations may result in confusion over delegations and subdelegations, and resulting in 
incorrect spending and non-compliance with the procurement policy. 

Bentleys Recommendation: 

It is recommended management review the configuration in the ‘Authority’ purchase order module to 
ensure the authority setup of each staff reflects the actual delegated authority with appropriate 
delegation documented. 

There should also be a defined process whereby when an employee is granted higher duties for a 
fixed period of time, the increased authorities are removed upon completion of those higher duties. 

Management Response: 

Noted 

Responsible Officer:       Target Date: 
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Finding 5 Incomplete contract register 

Impact: Moderate 

Likelihood: Unlikely 

Risk Rating: Low 

 

Findings:  

During the review we found a contract register was maintained by the Infrastructure, Assets & 
Environment Division but not complete. There is no Council-wide contract register maintained.  

Risk: 

Not maintaining a contract register or operating an incomplete contract register could lead: 

 The loss of integrity of contract information; 
 Not ensuring original contract commitments are met; 
 Not getting value for money; 
 Project over runs; 
 Poor quality of goods and services; 
 Project time blowouts. 

Bentleys Recommendation: 

In accordance with the requirements of Government Information to be maintained, it is recommended 
management maintain a contract register including the key information such as award date, 
commencement date and duration/completion date, service levels/type, quality review periods and 
reporting mechanisms. 

The establishment and maintenance of a contract register that contains details of all Council contracts 
is essential from an accountability perspective and also for financial management purposes. It is also 
a key control in the Better Practice Model developed by South Australian Local Government Financial 
Management Group Inc and now required to be audited by the Councils external auditor. 

A contract register could be maintained centrally, with staff in each division providing details to the 
work areas responsible for maintaining the register of all contracts entered into. Alternatively, 
decentralised contract registers can be operated that collectively represent the Council’s contract 

register as long as there is a common understanding and process for monitoring and managing 
contracts across the Council. 

Management Response: 

Noted 

Responsible Officer:       Target Date: 
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Finding 6 
No corporate level contract management 
procedure 

Impact: Moderate 

Likelihood: Possible 

Risk Rating: Moderate 

 

Findings:  

There is inadequate guidance, process and template support available to ensure a consistent and 
high quality contract management practice. Key contract monitoring mechanisms are not specifically 
documented during contract initiation. A corporate level contract management procedure is required 
to ensure contract management related risks are considered earlier in the procurement process and 
appropriately managed and monitored throughout contract execution.  

Risk: 

Lack of procedure as guidance could increase the risk of: 

 Noncompliance  
 Not identifying new contract risks throughout the contract period. 
 Not getting value for money  
 Poor quality 
 Incorrect goods or services 
 Poor service 

Bentleys Recommendation: 

There is broad recognition that the growing emphasis on agreeing “deals” has not always flowed into 
consistent and effective management of contracts post appointment. It is recommended management 
develop a corporate level contract management procedure to define good Contract Management 
Practice, including: 

 Contract management plan 
 Contract management related risk assessment  
 Contract record keeping 
 Contract management roles and responsibilities 
 Performance management 
 Contract reporting 
 Negotiating contract variations 
 Managing contract disputes 
 Contract completion 
 Contract management checklist, which may include: 

o Commercial 
o Health & Safety 
o Operational performance 
o Stakeholder relationship  

 
Management Response: 

Noted 

Responsible Officer:       Target Date: 
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Finding 7 
No performance reporting procedure (major 
service contracts) 

Impact: Moderate 

Likelihood: Possible 

Risk Rating: Moderate 

 

Findings:  

During our review we found there was no corporate level performance reporting procedure for major 
service contracts. The current performance reporting method varies between divisions.  

Routine and accurate reporting on the performance of a contractor during the life of a contract is an 
essential element of contract management.  

Risk: 

Lack of such guidance would increase the risk of noncompliance and Stakeholders not consulted 
and/or kept informed about contract performance.  

By not conducting a routine review and reporting on the major service contracts, the Council is at 
increased risk of not identifying contractor underperformance, and therefore not maximising value. 

Bentleys Recommendation: 

It is recommended management establish and standardise a process for monitoring and reporting on 
the performance of contracts managed by the Council. 

It is recommended management undertake a routine performance review of major service contractors. 
This will facilitate the identification of performance areas the service contractor is excelling and areas 
that may need improvement. 

Management Response: 

Noted 

Responsible Officer:       Target Date: 
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Finding 8 Tender opening process 

Impact: Moderate 

Likelihood: Possible 

Risk Rating: Moderate 

 

Findings:  

According to the current tender and selection process defined in the Accounting Policies and 
Procedures Manual, at the close of a tender, the tender box should be opened by the responsible 
Director or such other person as delegated by the responsible Director together with the CEO or one 
of the Directors. The date and time of opening the tender document will be marked on the tender and 
both persons present will sign the document. All tender forms, accompanying letters and schedule of 
prices must be numbered and initialled by both persons present.  

During our review we noted that within 10 contracts selected, there were two contracts that not all 
tender documents were initialled and showed evidence of being opened in the presence of two staff 
member.  

Risk: 

Not maintaining the required document verification and integrity in the tender opening procedure 
could increase the risk of noncompliance and even fraud during the tender and selection process. 

Bentleys Recommendation: 

It is recommended management monitor the tender opening process in a timely manner to ensure the 
tender documents are initialled and show evidence of being opened in the presence of two staff 
member. 

Management Response: 

Noted 

Responsible Officer:       Target Date: 
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APPENDIX 2  

IMPROVEMENT OPPORTUNITIES 

 
Improvement Opportunity 1 Procurement guidance and awareness training 

 

Findings: 

During our review, we noted that the Procurement Guidance was not prepared to support the 
Procurement Policy.  

It is a best practice that management prepare a Procurement Guidance to provide staff a clear view of 
Council’s procurement strategy and processes. A Procurement Guidance defines the classification of 
the contract and also the method of procurement as detailed in the Procurement Policy. It usually 
contains: 

 Method of procurement 
 Procurement process flowchart  
 Templates used (such as WH&S checklist) 

Bentleys Recommendation: 

It is recommended management develop key Procurement Guidance, processes, flowcharts and 
templates to support the new Procurement Policy.  

It is also recommended management undertake a capability review across Procurement and 
Purchasing staff to match current skills with required capabilities and develop and implement a 
Training and Development Program to address any identified gap. 

Management Response: 

Noted 

Responsible Officer:       Target Date: 

 

Improvement Opportunity 2 Prequalified supplier list & risk assessment 

 

Findings: 

During our review, we noted that recognition of suppliers requiring WH&S and Insurance compliance 
is not through standard access to a pre-qualified/preferred supplier list. 

One of the advantages of pre-qualification is to reduce the need to evaluate unqualified contractors. It 
is a way of narrowing the field to only those who have the requisite ability to comply with the terms of At
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the contract and the financial capability to undertake the work. This also reduces the possibility of 
rejecting good suppliers early in the supplier selection process.  

There is also increased demand for better risk management over the procurement. We noted that the 
risk quadrant of procurement activity was not clearly defined in the procurement policy and its 
guidelines. Lack of procurement risk definition could increase the risk of inconsistency and not 
obtaining value for money during pre-qualification. 

Bentleys Recommendation: 

It is recommended management evaluate suppliers' performance (KPIs) on a set of criteria using 
historical data and buyers' experience. This could be knowledge from current pre-qualified providers 
or broader industry expertise.  

Management Response: 

Noted 

Responsible Officer:       Target Date: 

 

Improvement Opportunity 3 Single tender and no tender situation 

 

Findings: 

During our review, we noted that the current procurement policy and procedure do not define the 
activity for situations such as ‘sole tender received’ and ‘no tenders received’. 

 
Use of incomplete tender and selection procedures as guidance could increase the risk of 
procurement of goods and services from non-preferred suppliers and compromise the value for 
money in Council’s purchasing and procurement.  

Bentleys Recommendation: 

It is recommended management update the tender and selection requirements in the procurement 
policy and procedure to define the desired process for ‘sole tender received’ and ‘no tenders 
received’. 

Management Response: 

Noted 

Responsible Officer:       Target Date: 
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APPENDIX 3  

PROCUREMENT AND CONTRACT MANAGEMENT WITHIN THE PROJECT MANAGEMENT 

FRAMEWORK (PROPOSED) 

CITY OF PROSPECT

PROCUREMENT AND CONTRACT MANAGEMENT WITHIN THE PROJECT MANAGEMENT FRAMEWORK

31-7-2015

PLANNING PHASE DELIVERY PHASE CLOSE OUT PHASE

Identify Procurement Options 
From Project Management 

Plan

Develop Scope for Each 
Service or Work

Prepare Scope and 
Documents,

Seeking Prices

Obtain Tenders

Select and Award Contract

Contract Negotiation

Contract risk assessment

Contract Performance 
Monitoring and Reporting

Contract Completion and 
Close Out Handover Documentation

Handover Report
Obtain Detailed Designs, 
Technical Documentation 

from Planning Phase

Develop Scope for Each 
Service or Work

Prepare Scope and 
Documents

Seeking Prices

Obtain Tenders

Select and Award Contract

PROCUREMENT 

CONTRACT 
MANAGEMENT

PROJECT 
MANAGEMENT

Change Management

Dispute Management and 
Resolution

Financial Management / 
Payment

Contract Completion and 
Close Out 

(Contract Management Plan)

GapsControls

Legend:
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APPENDIX 4  

DOCUMENTS ACCESSED AND CONSULTATION 

Documents provided by City of Prospect and accessed include: 

 Policy and Procedures 
 Contract Register  
 Delegations and Sub-delegations Register 
 User Profiles & Financial Delegations Report 
 Contract and Agreement template 
 Annual Original Budget vs Actual Report as at 31/05/2015  
 Staff Gift Register (February 2014 to Current) 

We would like to extend our appreciation to the following individuals who participated in, and provided 
information during this internal audit review. 

 Chris Birch, Manager Financial Services 
 Alex Cortes, Manager Infrastructure, Assets and Environment 
 Rachel Kyriazis, Senior Finance Officer 
 Dimi Shizas, Infrastructure & Assets Engineer 
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APPENDIX 5  

RISK RATING MATRIX 

The following framework for Assurance ratings was developed to prioritise findings according to their 
relative significance depending on their impact to the process. 

Likelihood 

Consequences 

Insignificant 
1 

Minor 
2 

Moderate 
3 

Major 
4 

Catastrophic 
5 

E (Almost 
Certain) Moderate High High Extreme Extreme 

D (Likely) Low Moderate High Extreme Extreme 

C (Possible) Low Low Moderate High Extreme 

B (Unlikely) Low Low Low High Extreme 

A (Rare) Low Low Low Moderate High 

 

Measures of Corporate Risk Likelihood  
 
The likelihood of a risk eventuating must be identified in the context of existing controls using the 
following as a reference: 
 
Likelihood Rating Description Indicative Frequency Values 

E - Almost Certain Is expected to occur in 
most circumstances Greater than one or more per annum 

D - Likely Will probably occur in 
most circumstances 

Will probably occur on one occasion in the coming year. 
20%-90% probability the event will occur in the next year 

C - Possible Might occur at some 
time Between 3-10 years 

B - Unlikely 
Could occur at some 
time Between 10-50 years 

A - Rare 
May occur only in 
exceptional 
circumstances 

Every 50-100 years 
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Measures of Corporate Risk Consequence or Impact 
 

Where a risk has implications across a number of areas of impact, the highest rating should be used to determine the overall level of risk. However each 
identified risk should be assessed from a mitigation / action. 

Consequence Rating Infrastructure and Assets Business 
Continuity and 

Business 
Systems 

Legal Compliance and 
Liability 

Financial and 
Economic 

Political Social Environmental Customer/Citizen Reputation Partnership Staff WHS&IM 

Catastrophic 5 Widespread, long term loss 
of substantial key assets, 
infrastructure and/or IT 
network/hardware. Critical 
loss, irreversible damage 
property / infrastructure 

The continuing 
failure of 
Council to 
deliver 
essential 
services. The 
Removal of key 
revenue 
generation. 

Regulatory or contract 
breaches causing very 
serious litigation, 
including major class 
action. An event 
occurring outside City of 
Prospect's Insurance 
cover. 

Above 60% of 
City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Loss of power 
and influence 
restricting 
decision 
making and 
capabilities. 
Dismissal of 
Council by 
State 
Government. 

Widespread loss of 
trust across the 
community. 

Widespread and 
irreversible 
environmental 
damage 
attributed by the 
courts to be 
negligent or 
incompetent 
action of City of 
Prospect. 

Significant demographic and economic 
changes impact on recruitment and 
retention. Operational availability 
deteriorates below published service 
standards. Programs/projects not 
delivered, resulting in significant decline 
in community outcomes. Significant 
damage to reputation. 

Loss of State 
Government 
support with 
scathing 
criticism and 
removal of the 
Council. 
National media 
exposure. 

Resignation and or 
removal of major 
contractors and 
senior staff.   

Staff issues 
cause 
continuing 
failure to 
deliver 
essential 
services.  

Fatality or significant 
irreversible disability. 
Fatality of a member of 
staff or public. Critical 
loss, irreversible 
damage property / 
infrastructure 

Major 4 Widespread, short to 
medium term loss of key 
assets, infrastructure 
and/or IT 
network/hardware. 
Serious structural damage. 

Widespread 
failure to 
deliver several 
major strategic 
objectives and 
service plans. 
Long-term 
failure of 
Council causing 
lengthy service 
interruption.  

Major regulatory or 
contract breaches and 
litigation. Liability 
implications and fines 
for 
CEO/Directors/Manager
s. 

Between 2%-
6% of City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Adverse impact 
and 
intervention by 
State 
Government. 

Tangible 
expressions of 
mistrust amongst 
some community 
members with 
significant 
influence on 
decision-makers.  

Severe 
environmental 
impact requiring 
significant 
remedial action. 
Penalties and/or 
direction or 
compliance 
order incurred. 

Major economic changes impact on 
recruitment and retention. Department 
cannot meet service demand. Public 
confidence in the organisation 
undermined. Outcome of a major 
program/project not achieved resulting 
in decline of community outcomes. 
Significant review of implementation of 
program required. Interrupt the 
development of essential infrastructure. 

State media 
and public 
concern/expos
ure with 
adverse 
attention and 
long-term loss 
of support 
from City of 
Prospect 
residents. 

Community 
dissatisfaction. 

Persistent 
questions in 

Council, external 
inquiry. Industrial 
action affecting 
service delivery. 

Staff issues 
cause 
widespread 
failure to 
deliver several 
major strategic 
objectives and 
long-term 
failure of day 
to day service 
delivery. 

Serious & extensive 
injuries requiring 
hospitalisation/rehabili
tation. Lost time of 
more than 4 working 
days. Serious structural 
damage. 

Moderate 3 Short to medium term loss 
of key assets, 
infrastructure and/or IT 
network/hardware. 
Moderate loss or 
infrastructure damage. 

Failure to 
deliver minor 
strategic 
objectives and 
service plans. 
Temporary & 
recoverable 
failure of 
Council causing 
intermittent 
service 
interruption 
for a week. 

Regulatory or contract 
breaches causing 
investigation / report to 
authority and 
prosecution and 
moderate fines. 

Between 1%-
2% of City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Adverse impact 
and 
intervention by 
the ALG. 

Tangible 
expression of 
mistrust amongst 
some community 
members with 
moderate 
influence on public 
opinion and 
decision-makers.  

Moderate impact 
on the 
environment; no 
long-term or 
irreversible 
damage. May 
incur cautionary 
notice or 
infringement 
notice. 

Major workforce development strategy 
changes cause employment contracts not 
able to meet Service needs. Complaints 
increase and cause local media long-term 
adverse publicity. Significant effect on 
staff morale and public perception of the 
organisation. Delivery of community 
program/project outcomes compromised 
for identified groups. Significant 
review/changes to programs required. 

Significant 
state wide 
concern 
/exposure and 
short to mid 
term loss of 
support from 
City of 
Prospect 
residents. 

Short term 
damage, public 

embarrassment of 
organisation. 

Local-wide 
industrial action 

(e.g. Bans) 

Staff issues 
cause failure to 
deliver minor 
strategic 
objectives and 
temporary and 
recoverable 
failure of day 
to day service 
delivery. 

Medical 
treatment/hospitalisati
on required. Lost time 
of up to 4 working 
days. Moderate loss or 
infrastructure damage. 

Minor 2 Minor loss or 
infrastructure damage. 
Repairs required. 

Temporary and 
recoverable 
failure of 
Council causing 
intermittent 
service 
interruption 
for several 
days. 

Minor regulatory or 
contract breaches 
causing likely 
prosecution and minor 
fines. 

Between 0.2%-
1% of City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Adverse impact 
by another 
local 
government. 

Tangible 
expressions of 
mistrust amongst 
a few community 
members with 
some influence on 
public opinion and 
decision-makers. 

Minor 
environmental 
damage such as 
remote 
temporary 
pollution. 

Minor workforce development strategy 
changes cause minor financial and 
economic pressure effect the quality of 
customer service. Some public 
embarrassment. Local media coverage 
short term. Minor effect on staff morale 
/ public attitudes. Community 
program/project outcome compromised. 
Minor impact on deficiency or 
effectiveness, managed internally. 

Minor local 
community 
concern 
manageable 
through good 
public 
relations. 

Local adverse 
publicity. Visible 
dissatisfaction 

from public, 
limited/localised 

partnership 
interest., specific 

internal reporting. 
Local industrial 

action. 

Staff issues 
cause several 
days 
interruption of 
day to day 
service 
delivery. 

First aid treatment 
required resulting in 
lost time >1 day. Minor 
loss or infrastructure 
damage.  

Insignificant 1 Damage where repairs are 
required however facility, 
infrastructure,  
network/hardware is still 
operational. Negligible loss 
or damage to property or 
infrastructure. 

Negligible 
impact of 
Council, brief 
service 
interruption 
for several 
hours to a day. 

Negligible regulatory 
breaches that are 
detected early and 
rectified. Insignificant 
legal issues & non-
compliance. 

Less than 0.2% 
of City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Negligible 
impact from 
another local 
government. 

Tangible 
expressions of 
mistrust amongst 
a handful of 
community 
members with no 
influence on public 
opinion and 
decision-makers. 

Brief, non 
hazardous, 
transient 
pollution or 
damage. 

Lack of appropriate consultation. 
Rumours, no media coverage. Little 
effect on staff morale. Community 
program/project outcome compromised. 
Resolved by routine operations. 

Transient 
matter, e.g. 
Customer 
complaint, 
resolved in 
day-to-day 
management.  

Little or no 
publicity. 

Attention from 
minor stakeholder 
with no publicity, 

only routine 
internal reporting. 

Staff issues 
cause 
negligible 
impact of day 
to day service 
delivery. 

No injuries. No lost 
time. Negligible loss or 
damage to property or 
infrastructure. 
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AGENDA ITEM NO.: 10.3 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: First Budget Review 2015-2016 
 
 

1. EXECUTIVE SUMMARY 

1.1 The First Budget Review Report for 2015-2016 is provided for Council to receive 
feedback from the Audit Committee. 

1.2 The first budget review projects a favourable adjustment of the Operating Result before 
Capital Amounts of $103,432. This results in a revised Operating Deficit before Capital 
Amounts of $234,511. 

2. RECOMMENDATION 

(1) Council notes feedback from the Audit Committee regarding the First Budget 
Review Report 2015-2016 for period to the end of 30 September 2015. 

(2) Audit Committee is satisfied the First Budget Review has been carried out in 
accordance with the Local Government Act 1999 Section 123 (13) and Local 
Government (Financial Management) Regulations 2011 Section 9.  

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Section 123 (13) of the Local Government Act 1999 requires Council to reconsider its 
budget during the course of the financial year and, if necessary or appropriate, make 
any revisions. 

3.2 Local Government (Financial Management) Regulations 2011, Section 9 – Review of 
Budgets at least twice, between 30 September and 31 May. 

3.3 Core Strategy – Your Council – “Ensure Financial Sustainability”. 

4. COMMUNITY INVOLVEMENT 

4.1 There is no relevant community consultation requirement. Budget reviews are available 
to the public via Council’s website. 
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5. DISCUSSION 

5.1 The First Budget Review 2015-2016 was presented to Council at its Meeting on 27 
October 2015.  

5.2 The full report and its attachments are provided in Attachments 1–26. 

5.3 Reference to ‘Attachments’ within the First Budget Review 2015-2016 Report are all 
contained within Attachments 1–26. 

5.4 A summary of the changes to the 2015-2016 Budget are included in Attachments 20-
24. 

 

ATTACHMENTS 

Attachments 1-26: Council Report 27 October 2015 – First Budget Review for 2015-2016 
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

AGENDA ITEM NO.: 19.1 
 
TO: Council Meeting on 27 October 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: First Budget Review 2015-2016 
 
 

1. EXECUTIVE SUMMARY 

1.1 The Original Budget for 2015-2016 projected an operating deficit of $337,943. 

1.2 The First Budget Review projects a favourable adjustment of the operating result 
before capital amounts of $103,432 from the Original Budget. This results in a revised 
operating deficit before capital amounts of $234,511. 

1.3 Overall, the major movement within the First Budget Review can be summarised in the 
following items:- 

Favourable Items 

 Contribution to Power Line Environment Committee (PLEC) $180,000 (#19) 
 Development Assessment Income $25,000 (#5) 
 IT Consulting $34,000 (#25) 

 
Unfavourable Items 

 Mandatory Rebates provided on Rates Revenue $69,528 (#29-30) 
 Parking Infringement Income $45,000 (#10) 
 Youth Development Contribution, (Shared service) $12,536 (#6) 

 
1.4 Total budget variations from the First Budget Review in 2015-2016 resulting in:- 

 Favourable position of reduction in operating deficit (before capital amounts) by 
$103,432 to an operating deficit of $234,511. 
 

 Favourable position of reduction in net deficit (after capital amounts) by $113,349 
to a net deficit of $142,096.  
 

 Favourable position of net decrease in cash budget by $166,033 to a deficit cash 
budget of $90,971. 
 

 Net decrease in capital expenditure budget by $297 to $4,354,718. 
 

 Net decrease in operating projects by $137,000 to $1,952,710. 

2. RECOMMENDATION 

(1) Council approves the First Budget Review adjustments for the three month 
period to 30 September 2015 as listed in Attachments 11–15. 
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

(2) Council approves the revised projected operating deficit (before capital 
amounts) of $234,511, a projected net deficit (total comprehensive income 
amounts) of $142,096, and a projected Net Borrowing position of $1,017,812. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Provision of Budget Reviews is required by Local Government Act, 1999. 

3.2 Section 123 (13) of the Local Government Act 1999 requires Council to reconsider its 
budget during the course of the financial year and, if necessary or appropriate, make 
any revisions. 

3.3 Local Government (Financial management) Regulations 2011, Section 9 – Review of 
Budgets at least twice, between 30 September and 31 May.  

3.4 Core Strategy 5 – Your Council. 

5.8  Ensure Financial Stability. 

 5.8.4 Implement practices that provide financial accountability and 
sustainability. 

4. COMMUNITY INVOLVEMENT 

4.1 There is no relevant community consultation requirement. Budget reviews are available 
to the public via Council’s website. 

5. DISCUSSION 

5.1 The First Budget Review projects a favourable adjustment of the operating result 
before capital amounts of $103,432 from the Original Budget. 

5.2 The Original Budget for 2015-2016 projected an operating deficit of $337,943. 

5.3 The First Budget Review projects a favourable operating result adjustment of 
$103,432. This results in a revised operating deficit before capital amounts of 
$234,511. 

5.4 The following table is a summary of budget adjustments (that affects the operating 
result) presented to Council during the 2015-2016 financial year:- 

 
 Summary of Budget Review Adjustments for 2015-2016 
 

Adopted Original Budget (Adopted 23/06/2015)  ($337,943) Deficit 

Budget Review 1 Carry Forward from 2014-2015  $0  
 Net Favourable Budget Adj  $103,432  
   ($234,511) Deficit 
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

5.5 Attachments 11-15 confirm the effects of the variations on the accrual and cash 
position projection for Council for the period ended 30 June 2016 as follows: 

 Operating 
Surplus/(Deficit) 
(before Capital 

Revenue) 

Refer 
Attachment 1 

Total 
Comprehensive 

Income – 
Surplus/(Deficit) 

Refer  
Attachment 1 

Capital 
Expenditure 

 

Refer 
Attachment 8 

Operating 
Projects 

 

Refer 
Attachment 

16-17 

Cash 
Position 
Surplus/ 
(Deficit) 

Refer 
Attachment  

12 - 19 

Original 
Budget 
adopted by 
Council 23 
June 2015) 

 
($337,943) 

 
($255,455) 

 
$4,355,015 

 
$2,089,710 

 
($257,004) 

Budget 
Adjustments 
as per Budget 
Review 4 

Fav By 
 

$103,432 
 

Fav By 
 

$113,349 
 

Decrease in 
Cap Exp By 

$297 
 

Decrease in 
Oper Exp By 

$137,000 
 

Fav By  
 

$166,033 
 

Proposed 
Budget 
Review 1 
Closing 
Balance 

 
($234,511) 

 
($142,096) 

 
$4,354,718 

 
$1,952,710 

 
($90,971) 

Net Variation 
in %  

Fav By 
 

30.6% 

Fav By  
 

44.37% 

Decrease in 
Cap Exp By 

0.0% 

Decrease in 
Op Project 

Exp By 
6.56% 

Fav By 
 

64.6% 
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

5.6 In reviewing the budget, Council needs to focus on its four (4) Key Financial Sustainability 
Indicators as illustrated in the following table.  The comparison of both the 2015-2016 
Original Budget and the subsequent Budget Review are as follows: 

    2015-2016 
Target 

Adopted 
Original 
Budget 

First Budget 
Review (Sep) 

1 Operating Surplus/ (Deficit) 
$ 

250k-650k ($337,943) ($234,511) 

  An operating deficit indicates the extent to which operating revenue is insufficient to 
meet all operating expenses including depreciation. 

2 Operating Surplus Ratio % 2 - 5% (2%) (1%) 

  This ratio expresses the operating surplus (deficit) as a percentage of general and 
other rates, net of rebates. A negative ratio indicates the percentage of total rates 
insufficient to fund capital expenditure over and above the level of depreciation or 
does not have the ability to reduce the level of net financial liabilities. 

3 Net Financing Liabilities % 
 

10 – 50% 38% 
 

29%* 

24% 
 

15%* 
  The ratio indicates the extent to which net financial liabilities can be met by Council’s 

total operating revenue. 
4 Asset Sustainability Ratio % 100 – 120% 98% 103% 

  This ratio indicates whether Council is renewing or replacing existing non-financial 
assets at the rate of consumption (Capital Expenditure on Renewal/Optimal Level of 
Spend per Infrastructure Asset Management Plans) 

*Amended Net Financial Liabilities Ratio excludes Secured Loan of $1.88M to North 
Adelaide Football Club 

5.7 Analysis 

5.7.1 Analysis of variations and their effect on Council’s financial position (Statement 
of Comprehensive Income & Cash Flow Statement) are given below under the 
following headings :-  

A) Budget Variations affecting Operating Result as per Statement of 
Comprehensive Income  

B) Budget Variations affecting Capital Expenditure  

C) Budget Funding Summary/Cash Budget 

(A) Budget Variations Affecting Operating Result as per Statement of Comprehensive 
Income (Attachment 2) 

5.7.2 The First Budget Review projects a favourable operating result adjustment of 
$103,432. This results in a revised operating deficit before capital amounts of 
$234,511. 
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

5.7.3 Significant budget variations presented in the First Budget Review include 
(Attachments 11–15) :- 

Significant Favourable Adjustments 
 
 Contribution to PLEC $180,000 (#19) 
 Development Assessment Income $25,000 (#5) 
 IT Consulting $34,000 (#25) 

 

Significant Unfavourable Adjustments  
 

 Mandatory Rebates provided on Rates Revenue $69,528 (#29-30) 
 Parking Infringement Income $45,000 (#10) 
 Youth Development Contribution $12,536 (#6) 

 
5.7.4 Summary of Cash Budget review classifications (refer to Attachments 11-15) 

Summary of Cash Budget Revision Classification 
Amount 

Favourable/ 
(Unfavourable) 

a Policy Change 0 

b Revised Budget Estimates Approved by Council 9,202 

c Budget Savings/(Overruns) 137,831 

d 
Internal Adjustment excluding budget overruns (inc 
grants, reallocation) 

0 

e Operating Efficiency Gain/Productivity Saving 19,000 

 Total Adjustments 166,033 

 

5.7.5 Elected Members gave direction during the budget deliberations to identify a 
0.5% (approximately $110k) operating efficiency gain. Items identified to meet 
this target are identified separately in Attachments 11-15 as classification “e”. 

5.7.6 A summary of the gains sourced year to date are as follows: 

First Budget Review $19,000 

Total $19,000 

Target $110,000 

Gains to be identified in subsequent Reviews $91,000 
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

5.7.7 The following is a summary of major movements that have had an impact on 
the Statement of Comprehensive Income BEFORE Capital Amounts      
(Attachment 2). 

 Description Amount  

 Operating Deficit before Capital Amounts (As per Original Budget)  ($337,943) 

Less 
Unfavourable variation – refer Attachments 11-15, item 
numbers 1-2,6,10,20,23,26,29-30. ($322,073) 

Add 
Favourable variation – refer Attachments 11-15, item 
numbers 3-5,7,19,21-22,25,28. $425,505 

 
Projected Operating Deficit before Capital Amounts (After First Budget 
Review) ($234,511) 

 
5.7.8 The following is a summary of major movements that have had an impact on 

the Statement of Comprehensive Income AFTER Capital Amounts 
(Attachment 2). 

 Description Amount  

 
Net Deficit after Capital Revenue (As per Original Budget) ($255,445) 

Less 
Unfavourable variation – refer Attachments 11-15, item 
numbers 1-2,6,10,15,20,23,26,29,30. ($332,528) 

Add 
Favourable variation - refer Attachments 11-15, item 
numbers 3-5,7,16,18-19,21-22,25,28. $445,877 

 
Expected Net Deficit after Capital Revenue (After First Budget 
Review) ($142,096) 

 

B) Budget Variations Affecting Capital Expenditure 

5.7.9 Decrease in capital expenditure by $297 from $4,355,015 (Original Budget) to 
$4,354,718 (First Budget Review).  

 

C) Budget Funding Summary/Cash Budget 

5.7.10 First Budget Review adjustments resulted in:- 

 Favourable projected net borrowing $113,646 ($1,131,458, Original Budget to 
$1,017,812 First Budget Review). 

 Cash budget deficit decreased from $257,004 (Original Budget to a cash 
deficit of $90,971 First Budget Review). 

 
5.7.11 The First Budget Review’s Cash Flow Statement is provided in Attachment 5. 
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

5.8 After considering all operating and capital variations, the following table provides a 
reconciliation of the cash budget to operating result after capital amounts 
(Attachments 2 and 5):- 

Reconciliation of cash budget to operating result 
Amount 

Favourable/ 
(Unfavourable) 

Projected Deficit Cash Budget (per Attachment 15) 

(This amount includes operating expenditure, operating projects, capital 
projects, loan principal repayment, reserve funds movements & brought 
forward surplus from the previous financial year.  It does not include 
depreciation or accruals) 

($90,971) 

Include Depreciation (because depreciation is a non-cash part of the 
operating result) ($3,375,000) 

Exclude Capital Projects (because the Cap Project Expenditure is not 
part of the operating result) $4,354,718 

Exclude Loan Principal repayment (because loan repayment is not part of 
the operating result) $499,983 

Include Written Down Value of Assets Disposed (Net Surplus $72,043) ($104,002) 
Exclude Budget Surplus Carried Forward from 2014-2015 ($52,387) 
New Community Loans Provided $0 

New Loan Borrowings Received ($1,374,437) 

Operating Result after Capital Amounts– Deficit (per Attachment 2) ($142,096) 
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

5.9 Summary of Net Variation in Statement of Comprehension Income including ALL 
variations - Attachment 2:- 

Operating Income Amount Net Variation 

Rate Revenue $69,528 Unfavourable 

Statutory Income  $20,000 Unfavourable 

User Charge  $10,437 Favourable 

Grants, Subsidies and Contributions $17,000 Favourable 

Investment income  Nil No Change 

Reimbursements $6,500 Favourable 

Other Income $39,356 Favourable 

Share of Gain – Equity Accounted Council Businesses Nil No Change 

Total Variation in Income $16,235 Unfavourable 

Operating Expense Amount Net Variation 

Employee Expense $44,687 Favourable 

Materials, Contracts & Other Expenses $74,980 Favourable 

Finance Charge Nil No Change 

Other - Depreciation Nil No Change 

Share of Loss – Equity Accounted Council Businesses Nil No Change 

Total Variation in Expense $119,667 Favourable 

Asset disposal & fair value adjustments $10,455 Unfavourable 

Amounts received specifically for new or upgraded assets $20,372 Favourable 

Net Variation of Operating Result  $113,349 Favourable 

5.10 Uniform Presentation of Finances  

5.10.1 Attachment 6 is the Statement of Uniform Presentation of Finances. The 
adjustments in the First Budget Review resulted in a decrease in the net 
borrowing amount by approximately $165,646 to a deficit or unfunded amount 
of $91,358.   

5.10.2 Having a net deficit budget result means that Council has insufficient funds to 
cover operating expenses, extraordinary items and net capital investment and 
additional funding will need to be sourced. In order to address this, staff are 
continuing to identify operational savings.  

5.11 Other Potential Adjustments 

5.11.1 The First Budget Review brings to account, information and activities that have 
occurred since the preparation and subsequent adoption of the Original Budget. 

5.11.2 At this stage, Council does not have sufficient information to make adjustment 
to its budget on a number of items. These items will be monitored and adjusted 
where necessary in subsequent budget reviews.  
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Item 19.1: First Budget Review for 2015-2016 

City of Prospect: Council Agenda    27/10/2015 

5.11.3 Items being monitored include: 

 Domestic Waste Collection with the new contract to be full costed over 
its first twelve months; 

 Interest Paid on Borrowings to be confirmed at the time of loan drawdown; 
 Early Payment of Financial Assistance Grants ($332k). As Council received 

half of its 2015-2016 in June 2015 and was accounted for in 2014-2015. It is 
unlikely to be known if an early payment will be received in June 2016. A 
previous resolution of Council (22/10/2013) gives direction not to revise this 
budget item until the Fourth Budget Review. 

 

ATTACHMENTS 

Attachment 1: Financial Indicators 

Attachment 2: Statement of Comprehensive Income 

Attachment 3: Balance Sheet 

Attachment 4: Statement of Changes in Equity 

Attachment 5: Statement of Cash Flow 

Attachment 6: Uniform Presentation of Finances 

Attachments 7-8: Summary by Function 

Attachment 9: Capital Projects Statement 

Attachment 10: Operating Projects Statement 

Attachments 11-15: Budget Variations 

Attachments 16-17: Local Government (Financial Management) Regulations, 2011 
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FINANCIAL  INDICATORS 2015-2016

Target Adopted 

Original 

Budget

Proposed 

First 

Budget 

Review 

(BR1)

Actual Actual 

2015-2016 2015-2016 2014-2015 2013-2014

Operating Surplus

Operating Surplus/(Deficit) $250-$650 ($338) ($235) $313 $336

Operating Surplus Ratio

Operating Surplus (Deficit) 0-10% (2%) (1%) 1% 2%
Operating Income

Net Financial Liabilities Ratio

Net Financial Liabilities 0-100% 38% 24% 24% 21%
Operating Income

Asset Sustainability Ratio

Net Asset Renewals 90-110% 98% 103% 45% 45%
IAMP Expenditure Requirement

This indicator shows the significance of the net amount owed to others, compared to operating revenue 

This indicator is to determine the percentage of operating revenue from operating expenditure 

This indicator aims to determine if assets are being renewed and replaced in an optimal way 

These Financial Indicators have been calculated in accordance with Information Paper 9 - Local Government Financial 
Indicators prepared as part of the LGA Financial Sustainability Program for the Local Government Association of South 

Operating Suprlus/(Deficit) shown as $'000 
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 Original 

Budget 

2015-16 

YTD Original 

Budget 

as at 

30 September 

2015

YTD Actual 

as at 

30 September 

2015

YTD Var  

Fav/(Unfav)

 Proposed 

Revised 

Budget 

BR1 2015-16 

 End of 

Financial Year 

Forecast 

$ $ $ $ $

INCOME

Rates 1 18,555,969 18,502,907 18,432,331 (70,576) 18,486,441 18,486,441
Statutory charges 2 501,200 188,038 204,555 16,517 481,200 481,200
User charges 3 206,005 28,571 30,919 2,348 216,442 216,268
Grants, subsidies and contributions 4 1,699,301 276,654 293,653 16,999 1,716,301 1,716,301
Investment income 5 242,790 32,898 33,663 765 242,790 242,790
Reimbursements 6 170,900 36,654 40,094 3,440 177,400 179,602
Other income 7 117,276 13,571 57,997 44,426 156,632 157,350
Net gain - equity accounted Council businesses 8 0 0 0 0 0 0
Total Income 21,493,441 19,079,293 19,093,212 13,919 21,477,206 21,479,952

EXPENSES

Employee Costs 9 7,778,314 2,256,880 2,066,316 190,564 7,733,627 7,552,636
Materials, Contracts & Other Expenses 10 10,175,532 2,479,852 2,260,619 219,233 10,100,552 10,049,077
Finance Costs 11 470,059 14,778 14,778 0 470,059 470,059
Depreciation, amortisation & impairment 12 3,375,000 843,414 0 843,414 3,375,000 3,375,000
Net loss - equity accounted Council businesses 13 32,479 0 0 0 32,479 32,479
Total Expenses 21,831,384 5,594,924 4,341,713 1,253,211 21,711,717 21,479,251

Operating  Surplus/(Deficit) (337,943) 13,484,369 14,751,499 1,267,130 (234,511) 701

Asset disposal & fair value adjustments 14 82,498 0 773 773 72,043 72,043
Amounts received specifically for new or upgraded assets 15 0 0 7,872 7,872 20,372 20,372

NET SURPLUS/(DEFICIT) transferred to Equity Statement (255,445) 13,484,369 14,760,144 1,275,775 (142,096) 93,116

Other Comprehensive Income -                        -                        -                        -                        -                        -                        

TOTAL COMPREHENSIVE INCOME (255,445) 13,484,369 14,760,144 1,275,775 (142,096) 93,116

Notes to the Operating Statement : Income

1 Op Rev - Rates

2 Op Rev - Stat Charges

3 Op Rev - User Charges

4 Op Rev - Grants, subsidies and contributions

5 Op Rev - Investment Income

6 Op Rev - Reimbursements

7 Op Rev - Other Income

Notes to the Operating Statement : Expenses

9 Op Exp - Employee Costs

10 Op Exp - Contractual, Materials & Other

11 Op Exp - Finance Costs

12 Op Exp - Depreciation

13 Op Exp - Net Loss - equity accounted Council businesses

14 Asset disposal & fair value adjustments/ Net gain/(loss) on disposal 
or revaluation of assets

15 Capital Rev - Amounts received specifically for new or upgraded 
assets

CITY OF PROSPECT

Statement of Comprehensive Income 2015-16

For the Period Ended 30 September 2015

Favourable variance due to additional external grant received for 
managing the transition of HACC to CHSP ($17K, Item 43).

Reduction in Rates Income following additional service providers 
being eligible for a mandatory rebate under Local Govt Act 1999 
S.161. (Refer to Item 29 & 30)

Two adjustments to statutory income budgets.  Reduction income is 
anticipated due to changed parking conditions on Churchill Road 
(indented parking) which addresses issues associated with parking in 
bicycle lanes (-$45K, Item 10).  Increase in the expected number and 
value of development applications received by Council ($25K, Item 5).

Various adjustments to user charges income budgets.  Major items 
consisting of increased use of Town Hall usage income  ($7K, Item 7), 
increase bar and entrance fees from Club5082 ($2K, Item 36).

Minor variance. To be monitored.

Two adjustments to reimbursement income budgets.  Implementation 
support contribution from Bpay for Bpay View, rate notice electronic 
presentation ($5K, Item 59). Conference attendance fully funded by 
external training subsidiary ($1.5K, Item 57).

Various adjustments to other income.  Major items consisting of 
transfer of unspent project funds from City of Tea Tree Gully for an 
improved  Customer Request Maintenance (CRM) system ($40K, 
Item 60) and purchase of equipment funded by donation from Friends 
of the Library ($7.9K, Item 54).

Nil variance. To be monitored. 

The depreciation for 2015-16 is scheduled to commence once the 
previous financial year has been closed off in the Authority system.  

Various adjustment to Contractual, Materials & Others Costs.  Major 
items include following items. Adjustment relating to PLEC stage four 
contribution made during 2014/15 financial year ($180, Item 19). 
Tennant Green Machine will not be purchased due to functionality 
inefficiency ($128K, Item 11). Adjust insurance budget as per actual 
expenditure. (Refer to Item 20 to 23)

Asphalt Patching Truck (Isuzu Falcon) increase in budget is based on 
actual lowest tendered price received. Predicted trade in price was 
also lower than anticipated. The current Falcon is 12 years old (-$10K, 
Item 15)

Favourable adjustment relating to Braund Road Bike Boulevard 
($12.5K, Item 18 and $7.9K, Item 16).

Various adjustment to Employee Costs.  Major items consisting of 
following items. Tourrific Prospect favourable adjustment due to 2015-
2016 event management has been outsourced ($25K, Item 31). 
Homeassist services favourable adjustment due to use of temporary 
staff during extended vacancy ($18K, Item 49). 

Nil variance. To be monitored. 
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 Original 

Budget 

2015-16 

YTD Actual as 

at 30 

September 

2015

 Proposed 

Revised 

Budget BR1 

2015-16 $ $ $

ASSETS

Current Assets

Cash and cash equivalents 22,785              4,296,778         692,688            
Trade & Other Receivables 1,500,000         13,530,092       1,444,576         
Financial Assets - Current Community Loans 2,424                1,818                2,424                
Inventories -                        838                   838                   
Total Current Assets 1,525,209         17,829,527       2,140,526         

Non-Current Assets

Financial Assets - Non-Current Community Loans 1,897,576         1,896,970         1,896,970         
 Equity Acc Investments in Council Businesses
(EHA & Waste Care) 36,065              83,896              83,896              
Infrastructure, Property Plant & Equipment 143,414,458     139,580,542     139,580,542     
Other Non-current Assets -                        182,981            182,981            
Total Non-Current Assets 145,348,099     141,744,389     141,744,389     

Total Assets 146,873,308     159,573,915     143,884,915     

LIABILITIES

Current Liabilities

Trade & Other Payables 854,948            1,741,951         235,765            
Borrowings 754,039            1,095,644         754,039            
Short-term Provisions 1,200,000         1,522,990         1,200,000         
Total Current Liabilities 2,808,987         4,360,585         2,189,804         

Non-Current Liabilities

Long-term Borrowings 8,581,279         5,565,249         6,939,686         
Long-term Provisions 109,946            100,363            109,946            
Total Non Current Liabilities 8,691,225         5,665,613         7,049,632         

Total Liabilities 11,500,212       10,026,197       9,239,436         

 
NET ASSETS 135,373,096     149,547,718     134,645,478     

EQUITY

Accumulated Surplus 76,377,155       91,780,743       76,878,503       
Asset Revaluation Reserve 58,761,384       57,533,059       57,533,059       
Other Reserves 234,557            233,916            233,916            
TOTAL EQUITY 135,373,096     149,547,718     134,645,478     

CITY OF PROSPECT

Balance Sheet 2015-16

As At 30 September 2015
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CITY OF PROSPECT

 UNIFORM PRESENTATION OF FINANCES FOR THE PERIOD ENDED 30 SEPTEMBER 2015

UNIFORM PRESENTATION OF FINANCES Original Budget      

2015-2016

Actual as at 30 

September 2015

Proposed 

Revised Budget  

(BR1) 2015-2016

$'000 $'000 $'000

OPERATING ACTIVITIES

Income 1 21,493 19,093 21,477
Less Expenses 2 21,831 4,342 21,712

Equals Operating Surplus/(Deficit) a (338) 14,751 (235)

CAPITAL ACTIVITIES

Less Net Outlays on Existing Assets

Capital expenditure on Renewal/Replacement 
of Existing Assets

3 3,309 24 3,390

less  Depreciation, Amortisation and 
Impairment Expenses

4 3,375 0 3,375

less   Proceeds from Sale of Replaced Assets 5 187 1 176
Net Outlays on Existing Assets b (253) 23 (161)

Less Net Outlays on New & Upgraded Assets

Capital expenditure on New/Upgraded Assets 6 1,046 5 965
less  Amounts received specifically for 
New/Upgraded Assets

7 0 8 20

less   Proceeds from Sale of Surplus Assets 5 0
Net Outlays on New & Upgraded Assets c 1,046 (3) 945

Net Outlays on Existing, New and Upgraded 

Assets

794 21 783

Equals Net Lending/(Borrowing) for Financial Year 

(d) = (a)-(b)-(c)

d (1,131) 14,731 (1,018)

New borrowings 

(Net off loan to Community Group)

e 1,374 0 1,374

Less Repayment of principal on borrowings f 500 108 500

Less (Increase)/Decrease in level of cash and 

investments

g (125) 592 (3,012)

Less Other h (132) 14,030 2,868

Equals Funding Transactions i 1,131 (14,731) 1,018

Add Cash brought forward from Previous Year k 0 0 52

Add Provision for LSL (non cash) l 0 0 0

Net Surplus/(Unfunded) Budget l=d+e-f+k+l (257) 14,623 (91)

Notes 

1

2

3

4

5

6

7

Proceeds from Sale of Replaced  & Surplus Assets - Minor variation.

Capital expenditure on New/Upgraded Assets -  Minor variation.

Amounts received specifically for New/Upgraded Assets - Favourable adjustment relating to Braund Road Bike Boulevard.

Financing Transactions

Income - Refer Attachment 2, notes 1-7 of Statement of Comprehensive Income

Expenses - Refer Attachment 2, notes 8-12 of Statement of Comprehensive Income

Capital expenditure on Renewal/Replacement of Existing Assets - Increase due to carry forward items from 2014-15.

Depreciation, Amortisation and Impairment Expenses - No change in budget
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EXPENDITURE Item No

Original 

Budget

2015-16

BR1 

Variations

Revised 

Budget 

2015-16

Actual as at 

30 

September 

2015

Budget 

Remaining

1. PLANNING

1.0 PLANNING MANAGEMENT          184,652                   -            184,652           65,451          119,201 
1.1 CITY PLANNING             8,072                   -               8,072           10,380            (2,308)
1.2 DEVELOPMENT ASSESSMENT          657,495                   -            657,495          224,310          433,185 
1.3 HERITAGE                   -                     -                     -                     -                     -   
1.5 ENVIRONMENTAL HEALTH                   -                     -                     -                     -                     -   

         850,219                   -            850,219          300,141          550,078 

2. INFRASTRUCTURE & ASSETS

2.05 INSPECTORIAL          416,214                   -            416,214          116,468          299,746 
2.07 ENVIRONMENT          159,472                   -            159,472           24,006          135,466 
2.1 TRAFFIC MANAGEMENT 17          405,263           12,500          417,763           43,337          374,426 
2.2 STREETS & FOOTPATHS 19       4,020,711        (180,000)       3,840,711          200,196       3,640,516 
2.3 STORMWATER DRAINAGE 11          184,057        (128,117)           55,940           15,971           39,969 
2.4 OPEN SPACES 24       1,353,139           17,702       1,370,841          120,252       1,250,589 
2.5 STREET TREES & NATURE STRIPS          294,782                   -            294,782          141,490          153,292 
2.6 WASTE MANAGEMENT       2,017,988                   -         2,017,988          295,821       1,722,167 
2.7 SANITATION           43,684                   -             43,684           36,724             6,960 
2.8 FLEET MANAGEMENT 12          613,500           55,933          669,433           13,135          656,298 
2.9 DEPOT OPERATIONS 20,23, 26       2,067,699           45,421       2,113,120          527,506       1,585,614 

    11,576,509        (176,561)     11,399,948       1,534,907       9,865,041 

3. COMMUNITY

3.0 COMMUNITY MANAGEMENT          180,313                   -            180,313           44,574          135,739 
3.1 COMMUNITY DEVELOPMENT 8, 9, 37, 41, 42, 

44 - 51          984,497           26,000       1,010,497          306,292          704,205 
3.2 COMMUNITY SERVICES

         622,671                   -            622,671          199,961          422,710 
3.3 COMMUNITY ARTS,GALLERY & EVENTS 31 - 35, 38 - 40, 

52          693,493             3,000          696,493          139,761          556,732 
3.4 LIBRARY 55       1,280,718             7,892       1,288,610          373,738          914,872 

      3,761,692           36,892       3,798,584       1,064,326       2,734,258 

4. CORPORATE SERVICES

4.1 ELECTED MEMBERS & LOCAL GOV'T          889,197                   -            889,197          376,714          512,483 
4.2 RATES ADMINISTRATION          216,723                   -            216,723          125,959           90,764 
4.3 EMPLOYEE RELATIONS & TRAINING 56          271,238             1,500          272,738           32,112          240,626 
4.4 ADMINSTRATIVE SERVICES 21 - 22       1,287,413          (19,540)       1,267,873          326,922          940,951 
4.5 FINANCIAL MANAGEMENT 58       1,610,006             5,000       1,615,006          227,884       1,387,122 
4.6 INFORMATION MANAGEMENT 25, 27, 28, 61       1,502,389           24,245       1,526,634          193,202       1,333,432 

      5,776,966           11,205       5,788,171       1,282,792       4,505,379 

5. BUSINESS & ECONOMIC DEVELOPMENT

5.0 BUSINESS & ECONOMIC DEVELOPMENT 1          860,824             8,500          869,324          178,294          691,030 
5.05 CORPORATE COMMUNICATION 2                   -                     -                     -                     -   

         860,824             8,500          869,324          178,294          691,030 

PROSPECT WIDE

RATES INCOME & REBATES/RESERVES/B-FWD          497,172                   -            497,172          122,492          (11,034)
         497,172                   -            497,172          122,492          (11,034)

EXPENDITURE TOTAL 23,323,382   (119,964)       23,203,418   4,482,952     18,334,752   

City of Prospect  

SUMMARY OF FUNCTIONS 

For the Period Ending 30 September 2015
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INCOME Item No

Original 

Budget

2015-16

BR1 

Variations

Revised 

Budget 2015-

16

Actual as at 

30 

September 

2015

Budget 

Remaining

1. PLANNING

1.2 DEVELOPMENT ASSESSMENT 5        (162,200)          (25,000)        (187,200)          (66,583)        (120,617)
1.5 ENVIRONMENTAL HEALTH                   -                     -                     -                     -                     -   

       (162,200)          (25,000)        (187,200)          (66,583)        (120,617)

   
2. INFRASTRUCTURE & ASSETS

2.05 INSPECTORIAL 10        (375,450)           45,000        (330,450)        (162,561)        (167,889)
2.07 ENVIRONMENT                   -                     -                     -                     -                     -   
2.1 TRAFFIC MANAGEMENT 16, 18                   -            (20,372)          (20,372)            (7,872)                   -   
2.2 STREETS & FOOTPATHS        (492,109)                   -          (492,109)          (24,472)        (467,637)
2.4 OPEN SPACES          (72,785)                   -            (72,785)                   -            (72,785)
2.5 STREET TREES & NATURE STRIPS                   -                     -                     -                     -                     -   
2.6 WASTE MANAGEMENT                   -                     -                     -                 (100)                100 
2.7 SANITATION                   -                     -                     -                     -                     -   
2.8 FLEET MANAGEMENT 13, 14        (196,000)                   -          (196,000)            (2,392)        (193,608)
2.9 DEPOT OPERATIONS          (15,650)                   -            (15,650)               (898)          (14,753)

    (1,151,994)           24,628     (1,127,366)        (198,294)        (916,572)

3. COMMUNITY

3.1 COMMUNITY DEVELOPMENT 6, 7, 36, 43          (74,896)          (13,464)          (88,360)          (15,711)          (72,649)
3.2 COMMUNITY SERVICES        (658,641)                   -          (658,641)        (228,433)        (430,208)
3.3 COMMUNITY ARTS,GALLERY & EVENTS 4, 53          (74,700)            (4,000)          (78,700)            (6,305)          (72,395)
3.4 LIBRARY 54        (205,200)            (7,892)        (213,092)          (13,719)        (199,373)

    (1,013,437)          (25,356)     (1,038,793)        (264,169)        (774,624)

4. CORPORATE SERVICES

4.1 ELECTED MEMBERS & LOCAL GOV'T                   -                     -                     -                   (30)                  30 
4.3 EMPLOYEE RELATIONS & TRAINING 57                   -              (1,500)            (1,500)                   -              (1,500)
4.4 ADMINSTRATIVE SERVICES          (85,000)                   -            (85,000)            (1,904)          (83,096)
4.5 FINANCIAL MANAGEMENT 59        (709,941)            (5,000)        (714,941)          (93,834)        (621,107)
4.6 INFORMATION MANAGEMENT 60                   -            (40,000)          (40,000)          (40,055)

       (794,941)          (46,500)        (841,441)        (135,823)        (705,672)

5. BUSINESS & ECONOMIC DEVELOPMENT

5.0 BUSINESS & ECONOMIC DEVELOPMENT 3            (1,400)            (1,437)            (2,837)            (4,657)             1,820 
5.05 CORPORATE COMMUNICATION                   -                     -                     -                     -                     -   

           (1,400)            (1,437)            (2,837)            (4,657)             1,820 

PROSPECT WIDE

RATES INCOME & REBATES/RESERVES/B-FWD 15, 29, 30   (19,942,406)           27,596   (19,914,810)   (18,436,035)     (1,478,775)
  (19,942,406)           27,596   (19,914,810)   (18,436,035)     (1,478,775)

INCOME TOTAL (23,066,378)  (46,069)         (23,112,447)  (19,105,560)  (3,994,441)    

NET TOTAL 257,004        (166,033)       90,971          (14,622,609)  14,340,311   

NET SUMMARY

1 PLANNING SERVICES          688,019          (25,000)          663,019          233,558          429,461 
2 INFRASTRUCTURE & ASSETS     10,424,515        (151,933)     10,272,582       1,336,613       8,948,469 
3 COMMUNITY, ARTS & EVENTS       2,748,255           11,536       2,759,791          800,157       1,959,634 
4 CORPORATE SERVICES       4,982,025          (35,295)       4,946,730       1,146,968       3,799,707 
5 ECO DEVELOPMENT & MARKETING          859,424             7,063          866,487          173,638          692,849 
PROSPECT WIDE   (19,445,234)           27,596   (19,417,638)   (18,313,543)     (1,489,809)

         257,004        (166,033)           90,971   (14,622,609)     14,340,311 

City of Prospect  

SUMMARY OF FUNCTIONS 

For the Period Ending 30 September 2015
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2015-16 CAPITAL PROJECTS

Description New Asset 

(N); 

Renewal(R); 

Upgrade (U)

Original 

Budget     

2015-16

Budget 

Variation 

(BR1)

Budget 

Review 

1 

2015-16

Actual to 30 

September 

2015

Brand Road Bike Boulevard U 0 12,500 12,500 0
Beautification Project for All Parks & Reserves U 100,000 0 100,000 170
Bicycle Plan N 30,000 0 30,000 0
Safe Routes to School U 25,000 0 25,000 0
Driveway Upgrade Program R 143,748 0 143,748 0
Pedestrian Kerb Ramp R 35,850 0 35,850 0
Bus Shelter Upgrades (DDA Compliance) U 12,000 0 12,000 0
Footpath Sanitation Unit N 25,000 0 25,000 0
Road Design/Reconstruction (Capital) R 730,756 0 730,756 1,452
Footpath Construction - Miscellaneous R 774,590 0 774,590 1,695
Prospect Rd Footpath Upgrade-Olive St to Gordon Rd R 663,022 0 663,022 0
Kerb and Gutter Constructions R 314,967 0 314,967 0
Tennant Green Machine 636 Air Sweeper N 128,117 -128,117 0 0
Drainage Design/Construction N 39,064 0 39,064 0
Park Furniture Replacement/Signage R 14,000 0 14,000 490
Upgrade of Playspace in Identified Parks U 110,000 0 110,000 0
Charles Cane Reserve / Parndo Yerta Shed R 10,000 0 10,000 0
Council Buildings & Structures - Capital Works R 14,751 0 14,751 4,285
Filtered Water Bottle Refill Stations N 6,000 0 6,000 0
Fleet Management - Capital Acquisitions R 449,500 55,933 505,433 9,504
Charles Cane Reserve/Parndo Yerta Lighting Towers U 30,000 0 30,000 0
HACC - Social & Day Programs N 0 0 0 0
Memorial Gardens Playspace Stage 2 of 4 U 240,000 0 240,000 4,048
Memorial Gardens Heritage Shelter R 0 17,702 17,702 0
Town Hall Upgrade R 23,800 7,000 30,800 3,004
LED Signage System (Fitzroy Tce) N 30,000 0 30,000 0
Public Art - Capital N 25,000 0 25,000 0
Radio Frequency Identification for Library N 67,000 0 67,000 999
Furniture Replacement Library Services R 15,000 0 15,000 0
Library Capital Book Purchases R 109,000 0 109,000 3,797
Shoretel Tel Call Center Software Upgrade U 8,850 0 8,850 0
Refresh AV Equipment R 10,000 0 10,000 0
Disaster Recovery Implementation N 0 34,685 34,685 0
High Speed WiFi Social Zone Mainstreet & 3 Sites N 60,000 0 60,000 0
Digital Economy - Lighting & Scope Design N 50,000 0 50,000 0
Digital Economy - Signage & Promotion N 60,000 0 60,000 0
Grand Total 4,355,015 -297 4,354,718 29,444

CAPITAL SUMMARY

Total New Asset 520,181 -93,432 426,749 999
Total Renewal Asset 3,308,984 80,635 3,389,619 24,226
Total Upgrade Asset 525,850 12,500 538,350 4,218
Total Capital Expenditure as per Adopted Budget 4,355,015 -297 4,354,718 29,444At
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      2015-16 OPERATING PROJECTS 

 Description Original 

Budget 

2015-16

Budget 

Variation 

(BR1)

Budget 

Review

1

2015-16

Actual to 30 

September 

2015

 Local Heritage & Historic Conservation Zones DPA 5,000 0 5,000 4,927
 Strategic Directions Report 3,000 0 3,000 0
 Heritage Grant Program 10,000 0 10,000 0
 Animal Management Plan 2,500 0 2,500 0
 Community Safety Officer Weekend Overtime 25,000 0 25,000 10,799
 Community Safety After Hours Temp Staff 25,500 0 25,500 2,400
 Veggie Verges 8,000 0 8,000 1,215
 Business Officer Traineeship - Infrastructure Dept 12,229 0 12,229 8,068
 Main North Road Masterplan (Stage 1) 30,000 0 30,000 0
 Churchill Road (South/East) Garden Bed Upgrades 13,300 0 13,300 200
 SCRamble - Safer Active Travel Project 10,000 0 10,000 0
 Narrow Street Traffic Management 10,000 0 10,000 0
 PLEC Undergrounding Prospect Road 180,000 -180,000 0 0
 Footpath Sanitation Unit 1,730 0 1,730 0
 Asset Condition Assessment 35,500 0 35,500 0
 Prospect Rd Footpath Upgrade-Olive St to Gordon Rd 200,000 0 200,000 0
 Increase in Footpath Maintenance 100,000 0 100,000 1,795
 Local Area Traffic Management Review 30,000 0 30,000 3,676
 Alignment of 20 Yrs Capital Wks Prgm with City Mai 15,000 0 15,000 0
 Street Lighting Upgrade Various Location 8,000 0 8,000 340
 Street Lighting Audit 22,000 0 22,000 0
 AMP 20,000 0 20,000 1,300
 Irrigation Management Audit 13,500 0 13,500 0
 Air Raid Shelter Stage One 6,000 0 6,000 5,100
 Prospect Oval Irrigation Management Audit 3,500 0 3,500 0
 White Cedar Tree Program 52,000 0 52,000 0
 Club5082 Video Production 11,600 0 11,600 1,350
 Community Development Plan - Stage 2 23,330 0 23,330 825
 Publications - Prospect Magazine 86,400 0 86,400 210
 Volunteer Recognition Events 7,200 0 7,200 0
 Communication Strategy 42,500 0 42,500 0
 Broadview Oval Master Plan 27,000 0 27,000 0
 Community Support Fund 25,350 0 25,350 8,918
 GIS Upgrade 4,000 0 4,000 0
 Priorities City Wide Public Art Advisory Board 25,000 0 25,000 6,427
 Reconciliation Action Plan 8,000 0 8,000 609
 Culture Survey/Actions 7,280 0 7,280 25
 Radio Frequency Identification for Library 1,000 0 1,000 0
 Tourrific Prospect 252,348 0 252,348 33,065
 Prospect Portrait Prize 3,000 3,000 6,000 0
 Development of Strategic Plan 20,000 0 20,000 0
 Australia Day Celebration 0 0 0 1,114
 Executive Management Training/Development/Planning 39,000 0 39,000 2,495
 Eastern Region Alliance 25,000 0 25,000 10,000
 Citizenship Ceremonies 8,000 0 8,000 799
 HR Strategy & Roadmap Implementation 0 0 0 0
 External Grant & Sponsorship Procurement 40,000 0 40,000 5,000
 Redesign Admin Area & Shared Workspace 12,000 0 12,000 0
 Replace Core Switch 18,000 0 18,000 0
 IT Strategy Plan Development 40,000 0 40,000 0
 Offsite Storage of Records 22,000 0 22,000 0
 IT Service Transition 50,000 0 50,000 2,224
 E-Services / CRM 0 40,000 40,000 0
 TRIM Upgrade 54,000 0 54,000 0
 Authority Upgrade 50,000 0 50,000 0
 NBN Digital Hub 90,743 0 90,743 28,776
 Eastside Business Enterprise Centre 7,700 0 7,700 7,453
 Prospect Food & Art Experience Trail 10,000 0 10,000 0
 Economic Analysis of Prospect Economy 11,000 0 11,000 0
 Commercial Land Use Analysis - Corridors 8,500 0 8,500 0
 Digital Economy Strategy Implementation 208,000 0 208,000 20,000
 Community Panel 10,000 0 10,000 0
Grand Total 2,089,710 -137,000 1,952,710 169,109
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Legend: Classification of budget revision

a Policy Change

b Revised Budget Estimates Approved by Council

c Budget Overruns/Savings

d Internal Adjustment Excluding Budget Overruns (inc Grants, Reallocation)

e Operational Efficiency Gain / Productivity Saving

Operating 

Surplus/(Deficit) 

before Capital 

Revenue

Operating Surplus/

(Deficit) after 

Capital Revenue

Cash Budget 

Favourable/

(Unfavourable)

(Increase)/

Decrease  in Capital 

Exp

Capital Item Carry 

Forward from 2014-

15

(Increase)/

Decrease in 

Operating Projects

Surplus/(Deficit) From Original Budget (Adopted 23 June 2015 Council Meeting) (337,943) (255,445) (257,004) (4,355,015) (2,089,710)

b Carry Over from 2014-15 - adopted 25 August 2015 Council Meeting 52,387 Favourable 52,387

Refer to item 24 and 27

Various Budget Adjustments with alteration to bottom line (Items 1-30)

BUSINESS & ECONOMIC DEVELOPMENT

1 To b China Engagement Action Plan - Materials (3,000) Unfavourable (3,000) (3,000) (3,000)

2 To b China Engagement Action Plan - Professional Fees (5,500) Unfavourable (5,500) (5,500) (5,500)

Allocation towards delivery of stage 1 of the Prospect China Engagement Action 

Plan as approved in Council Resolution 137/15

3 To c Traders Fees - User Charges Income 1,437 Favourable 1,437 1,437 1,437

Additional traders fee raised through Farms Market renewal.

BUSINESS & ECONOMIC DEVELOPMENT NET UNFAVOURABLE CASH ADJUSTMENT OF $7,063

COMMUNITY, PLANNING & COMMUNICATIONS

4 To c Tourrific Prospect 2016 - Other Income 1,000 Favourable 1,000 1,000 1,000

To reflect projected income for Ukulele sales at 2016 Tourrific Prospect event.

5 From c Development Assessment - Statutory Charges Income 25,000 Favourable 25,000 25,000 25,000

Increase in the expected number and value of development applications received by 

Council.

6 From c Community Development - Contribution Income (12,536) Unfavourable (12,536) (12,536) (12,536)

Reduced income from Town of Walkerville towards shared services. Walkerville 

reduced their level of input /output from our Youth Development Officer (YDO). Our 

YDO is employed as 1.0 full time employee. So the shortfall will to be covered by 

Prospect, benefit being that an addition one day per week can be focused on 

activities for City of Prospect Youth. 

7 From c Town Hall Facilities - User Charges Income 7,000 Favourable 7,000 7,000 7,000

Increased use of Town Hall. 

8 To c Town Hall Upgrade - Capital Works - Contractors (2,000) Unfavourable (2,000) (2,000)

9 To c Town Hall Upgrade - Capital Works - Materials (5,000) Unfavourable (5,000) (5,000)

Increase use of the Town Hall has the result in increased wear and tear on this asset. 

Hense, increased income has been directed for Town Hall upgrade.

COMMUNITY, PLANNING & COMMUNICATIONS TOTAL NET FAVOURABLE CASH ADJUSTMENT OF $13,464.

First Budget Review 2015-16 (For the Period Ended 30 September 2015)

Attachment

Attachment 11 271

Attachment

Attachment 20

48

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text
Attachment

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text
20

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text

sadie.lovering
Typewritten Text



Legend: Classification of budget revision

a Policy Change

b Revised Budget Estimates Approved by Council

c Budget Overruns/Savings

d Internal Adjustment Excluding Budget Overruns (inc Grants, Reallocation)

e Operational Efficiency Gain / Productivity Saving

Operating 

Surplus/(Deficit) 

before Capital 

Revenue

Operating Surplus/

(Deficit) after 

Capital Revenue

Cash Budget 

Favourable/

(Unfavourable)

(Increase)/

Decrease  in Capital 

Exp

Capital Item Carry 

Forward from 2014-

15

(Increase)/

Decrease in 

Operating Projects

First Budget Review 2015-16 (For the Period Ended 30 September 2015)

Various Budget Adjustments with alteration to bottom line (Items 1-30)

INFRASTRUCTURE, ASSETS & ENVIRONMENT

10 From c Expiation Fees - Parking Income (45,000) Unfavourable (45,000) (45,000) (45,000)

Reduction income is anticipated due to changed parking conditions on Churchill 

Road (indented parking) which addresses issues associated with parking in bicycle 

lanes. 

11 From c Tennant Green Machine 636 Air Sweeper  - Plant Purchases 128,117 Favourable 128,117 128,117

Following several onsite practical demonstrations, it was found that Green Machine 

is inadequate in achieving satisfactory maintenance. This unit struggled to clean & 

sweep efficiently therefore, will not be purchased.

12 To c Fleet Management - Plant Purchases (55,933) Unfavourable (55,933) (55,933)

13 From c Fleet Management - Sale of Assets (10,455) Unfavourable (10,455)

14 From c Appropriation Account - Trade In 10,455 Favourable 10,455

15 To c Profit on Sale of Assets (Disposal) (10,455) Unfavourable (10,455) (10,455)

Asphalt Patching Truck (Isuzu Falcon) increase in budget is based on actual lowest 

tendered price received. Predicted trade in price was also lower than anticipated. 

The current Falcon is 12 years old. Net unfavourable adjustment $66,388.

16 To c Braund Road Bike Boulevard - Income 7,872 Favourable 7,872 7,872

This income is from Department of Planning Transport and Infrastructure for 

reimbursement of the lighting renew design for the bike boulevard.

17 To c Braund Road Bike Boulevard (12,500) Unfavourable (12,500) (12,500)

18 To c Braund Road Bike Boulevard - Income 12,500 Favourable 12,500 12,500

Increase expenditure budget due to extra design work that was previously not 

anticipated for the Braund Road Raised plateaus. This expenditure will be recouped 

from Department of Planning Transport and Infrastructure as part of the funding 

agreement.

19 From c PLEC Undergrounding Prospect Road - Other External Services 180,000 Favourable 180,000 180,000 180,000 180,000

PLEC stage four contribution made during 2014/15 financial year.

20 To c Workers Compensation (18,009) Unfavourable (18,009) (18,009) (18,009)

21 From c General Insurance 14,691 Favourable 14,691 14,691 14,691

22 From c Public Risk Insurance 4,849 Favourable 4,849 4,849 4,849

23 To c Insurance - Personal Accident & Sickness (12,412) Unfavourable (12,412) (12,412) (12,412)

Adjust budget as per actual expenditure. Net unfavourable adjustment $10,881.

24 To c Memorial Gardens Heritage Shelter - Contractors (17,702) Unfavourable (17,702) (17,702) (17,702)

Carry Over from 2014-15 - adopted 25 August 2015 Council Meeting. Work to be 

completed in 2015-16. 

INFRASTRUCTURE, ASSETS & ENVIRONMENT TOTAL NET FAVOURABLE CASH ADJUSTMENT OF $176,018
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Legend: Classification of budget revision

a Policy Change

b Revised Budget Estimates Approved by Council

c Budget Overruns/Savings

d Internal Adjustment Excluding Budget Overruns (inc Grants, Reallocation)

e Operational Efficiency Gain / Productivity Saving

Operating 

Surplus/(Deficit) 

before Capital 

Revenue

Operating Surplus/

(Deficit) after 

Capital Revenue

Cash Budget 

Favourable/

(Unfavourable)

(Increase)/

Decrease  in Capital 

Exp

Capital Item Carry 

Forward from 2014-

15

(Increase)/

Decrease in 

Operating Projects

First Budget Review 2015-16 (For the Period Ended 30 September 2015)

Various Budget Adjustments with alteration to bottom line (Items 1-30)

 

CORPORATE SERVICES

25 From e IT - External Staff Resourcing 34,000 Favourable 34,000 34,000 34,000

Saving made via tender and engagement of a new provider.

26 To e Prospect Productivity Savings (15,000) Unfavourable (15,000) (15,000) (15,000)

Fulfilment of productivity saving target included in the original budget through 

revised and services delivery model.

27 To b Disaster Recovery Implementation (34,685) Unfavourable (34,685) (34,685) (34,685)

Carry Over from 2014-15 - adopted 25 August 2015 Council Meeting. Work to be 

completed in 2015-16. 

28 From c Provision of Video Conference 16,440 Favourable 16,440 16,440 16,440

Saving from decommission of the dedicated fibre link between City of Prospect and 

City of Tea Tree Gully for video conferencing. 

29 To c Rates General Income (43,241) Unfavourable (43,241) (43,241) (43,241)

30 To c Rates Income - General Mandatory Rebate (26,287) Unfavourable (26,287) (26,287) (26,287)

Reduction in Rates Income following additional service providers being eligible for a 

mandatory rebate under Local Govt Act 1999 S.161.

CORPORATE SERVICES TOTAL NET UNFAVOURABLE CASH ADJUSTMENT OF $68,773
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Legend: Classification of budget revision

a Policy Change

b Revised Budget Estimates Approved by Council

c Budget Overruns/Savings

d Internal Adjustment Excluding Budget Overruns (inc Grants, Reallocation)

e Operational Efficiency Gain / Productivity Saving

Operating 

Surplus/(Deficit) 

before Capital 

Revenue

Operating Surplus/

(Deficit) after 

Capital Revenue

Cash Budget 

Favourable/

(Unfavourable)

(Increase)/

Decrease  in Capital 

Exp

Capital Item Carry 

Forward from 2014-

15

(Increase)/

Decrease in 

Operating Projects

First Budget Review 2015-16 (For the Period Ended 30 September 2015)

Various Budget Adjustments with NO alteration to bottom line (Items 31-61)

COMMUNITY, PLANNING & COMMUNICATIONS

31 From d Tourrific Prospect - Salaries 25,266 Favourable 25,266 25,266 25,266 25,266

32 From d Tourrific Prospect - Workers Compensation Premium 1,031 Favourable 1,031 1,031 1,031 1,031

33 From d Tourrific Prospect - Income Protection 249 Favourable 249 249 249 249

34 From d Tourrific Prospect - Superannuation 2,400 Favourable 2,400 2,400 2,400 2,400

35 To d Tourrific Prospect - Contractors (28,946) Unfavourable (28,946) (28,946) (28,946) (28,946)

2015-2016 event management has been outsourced.

36 To c Club 5082 - Bar Income 2,000 Favourable 2,000 2,000 2,000

37 To c Club 5082 - Materials Purchased (2,000) Unfavourable (2,000) (2,000) (2,000)

Increase Club 5082 income will allow for increased stock purchase.

38 To d Publicity and Publications - Temporary Staff (8,635) Unfavourable (8,635) (8,635) (8,635)

39 From d Publicity and Publications - Salaries 7,886 Favourable 7,886 7,886 7,886

40 From d Publicity and Publications - Superannuation 749 Favourable 749 749 749

Use of temporary staff during extended vacancy. 

41 To d Nailsworth Community Hall - Contractors (7,560) Unfavourable (7,560) (7,560) (7,560)

42 From d Nailsworth Community Hall - Salaries 7,560 Favourable 7,560 7,560 7,560

Contractors are used to clean Nailsworth Hall.

43 To d Services to Aged and Disabled - Operating Grant Income 17,000 Favourable 17,000 17,000 17,000

44 To d Homeassist - Temporary Staff (8,000) Unfavourable (8,000) (8,000) (8,000)

45 To d Homeassist - Contractors (5,000) Unfavourable (5,000) (5,000) (5,000)

46 To d Homeassist - Materials (2,000) Unfavourable (2,000) (2,000) (2,000)

47 To d Homeassist - Salaries (1,820) Unfavourable (1,820) (1,820) (1,820)

48 To d Homeassist - Superannuation (180) Unfavourable (180) (180) (180)

Additional external grant received for managing the transition of HACC to CHSP.

49 From d Homeassist - Salaries 17,858 Favourable 17,858 17,858 17,858

50 To d Homeassist - Temporary Staff (19,555) Unfavourable (19,555) (19,555) (19,555)

51 To d Homeassist - Superannuation 1,697 Favourable 1,697 1,697 1,697

Use of temporary staff during extended vacancy. Attachment
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Legend: Classification of budget revision

a Policy Change

b Revised Budget Estimates Approved by Council

c Budget Overruns/Savings

d Internal Adjustment Excluding Budget Overruns (inc Grants, Reallocation)

e Operational Efficiency Gain / Productivity Saving

Operating 

Surplus/(Deficit) 

before Capital 

Revenue

Operating Surplus/

(Deficit) after 

Capital Revenue

Cash Budget 

Favourable/

(Unfavourable)

(Increase)/

Decrease  in Capital 

Exp

Capital Item Carry 

Forward from 2014-

15

(Increase)/

Decrease in 

Operating Projects

First Budget Review 2015-16 (For the Period Ended 30 September 2015)

Various Budget Adjustments with NO alteration to bottom line (Items 31-61)

52 To c Prospect Portrait Prize - Sponsorship Expense (3,000) Unfavourable (3,000) (3,000) (3,000) (3,000)

53 To c Prospect Portrait Prize - Sponsorship Income 3,000 Favourable 3,000 3,000 3,000

To reflect sponsorship income and prize for Prospect Portrait Prize being higher 

than initially anticipated.

54 To d Library Services - Donations Income 7,892 Favourable 7,892 7,892 7,892

55 From d Library Services - Purchases (7,892) Unfavourable (7,892) (7,892) (7,892)

Purchase of equipment funded by donation from Friends of the Library.

CORPORATE SERVICES

56 To c Library Staff Training - Conference (1,500) Unfavourable (1,500) (1,500) (1,500)

57 To c Employee Training - Reimbursement 1,500 Favourable 1,500 1,500 1,500

Conference attendance fully funded by external training subsidiary. 

58 To c Rates Administration - Professional Services (5,000) Unfavourable (5,000) (5,000) (5,000)

59 To c Financial Management - Reimbursement Income 5,000 Favourable 5,000 5,000 5,000

Implementation support contribution from Bpay for Bpay View, rate notice electronic 

presentation.

60 To c E-Services / CRM (Customer Request Maintenance) - Other Income 40,000 Favourable 40,000 40,000 40,000

61 To c E-Services / CRM (Customer Request Maintenance) - Contractors (40,000) Unfavourable (40,000) (40,000) (40,000) (40,000)

Transfer of unspent project funds from City of Tea Tree Gully for an improved  

Customer Request Maintenance (CRM) system. 

Budget Adjustments with alteration to bottom line - Sub Total 103,432 113,349 166,033 297 (52,387) 180,000

Budget Adjustments with NO alteration to bottom line - Sub Total 0 0 0 0 0 (43,000)

Net Budget Adjustments  103,432 113,349 166,033 297 (52,387) 137,000

(Surplus)/Deficit From First Budget Review (234,511) (142,096) (90,971) (4,354,718) (52,387) (1,952,710)

Operating Surplus/

(Deficit) before 

Capital Revenue 

Summary

Operating Surplus/

(Deficit) after 

Capital Revenue 

Summary

Cash Budget 

Summary

Summary of Budget Revision Classification Depreciation 0 0 0

a 0 Operating (50,568) (61,023) 11,736

b 9,202 Project 137,000 137,000 137,000

c 137,831 Project Revenue 17,000 17,000 17,000

d 0 Capital 0 0 297

e 19,000 Capital Revenue 0 20,372 20,372

166,033 103,432 113,349 166,033

Policy Change

Revised Budget Estimates Approved by Council

Budget Overruns/Savings

Operational Efficiency Gain / Productivity Saving

Internal Adjustment excluding budget overruns (inc grants, reallocation)
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AGENDA ITEM NO.: 10.4 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Rating Audit Health Check – Annual Review 
 
 

1. EXECUTIVE SUMMARY 

1.1 Following the Rating Health Check conducted by Wallmans Lawyers in 2011, Council 
administration has undertaken a number of actions to address recommendations. 
These have been reported each year as an annual review. 

1.2 The Audit Committee has reviewed the actions annually since the Health Check was 
undertaken in 2011. The last review was presented to the Audit Committee meeting 15 
December 2014. At the meeting, the Committee recommended the following; 

(1) The Council notes the Audit Committee is satisfied with actions taken regarding 
the Rating Health Check Review. 

(2) An annual review be presented to the Audit Committee identifying completed and 
outstanding action items and assessment of risk undertaken. 

(3) Actions taken are referenced to Council procedures for completeness. 

1.3 During the past few months Council has undertaken the following reviews of its Rating 
operations; 

 Peer review from a rates officer employee of another Council 

 Health Check from the software vendor Civica 

 Rating Health Check from KelledyJones Lawyers 

1.4 The Rating Health Check from KelledyJones Lawyers is an update of the one 
preformed by Wallmans in 2011. KelledyJones have outlined a number of 
recommendations for Council to consider in order to improve the rating operations of 
Council. 

1.5 A copy of the report from KelledyJones Lawyers is included in Attachments 1 – 13. 
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2. RECOMMENDATION 

(1) Council notes the Audit Committee is satisfied with actions taken regarding 
the Rating Health Check Review.  

(2) An annual review be presented to the Audit Committee identifying 
completed and outstanding action items and assessment of risk 
undertaken. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Local Government Act 1999, Chapter 10. 

3.2 Core Strategy – Your Council – “Ensure Financial Sustainability”. 

4. COMMUNITY INVOLVEMENT 

4.1 No community consultation was undertaken on this matter. 

5. DISCUSSION 

5.1 Following the Rating Health Check conducted by Wallmans Lawyers in 2011, Council 
administration has undertaken a number of actions to address recommendations. 
These have been reported each year as an annual review. 

5.2 The Audit Committee has reviewed the actions annually since the Health Check was 
undertaken in 2011. The last review was presented to the Audit Committee meeting 15 
December 2014. At this meeting, the Committee recommended the following; 

(1) The Council notes the Audit Committee is satisfied with actions taken regarding 
the Rating Health Check Review. 

(2) An annual review be presented to the Audit Committee identifying completed and 
outstanding action items and assessment of risk undertaken. 

(3) Actions taken are referenced to Council procedures for completeness. 

5.3 During the past few months Council has undertaken the following reviews of its Rating 
operations; 

 Peer review from a rates officer employee of another Council 

 Health Check from the software vendor Civica 

 Rating Health Check from KelledyJones Lawyers 

5.4 The Rating Health Check from KelledyJones Lawyers is an update of the one 
preformed by Wallmans in 2011. KelledyJones have outlined a number of 
recommendations for Council to consider in order to improve the rating operations of 
Council. 
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5.5 A copy of the report from KelledyJones Lawyers is included in Attachments 1 – 13. 

5.6 The purpose of the Health Check is to identify any legislative requirements relevant to 
rating processes and systems that are not being met. 

5.7 KelledyJones highlighted 10 recommendations as a result of the Health Check. Action 
plans are being put in place to further improve legislative compliance. They are 
presented in the following paragraphs. 

5.8 Recommendation 1 – The Council clearly identify and documents its policy relation to 
assessing objections to land use. 

5.8.1 Proposed Actions/Comments – the rating policy outlined in the Annual Business 
Plan 2014-2015 to be formalised into a standalone policy. 

5.9 Recommendation 2 – That the Council considers amending the information on the 
Rates Notice to include the discretion the Council has to determine objections to land 
use after the 60 day period has passed. 

5.9.1 Proposed Actions/Comments – At present the rates notice identifies the 60 day 
period but could be interpreted that it could be for any quarterly notice rather 
than just the first quarter. Wording will be reconsidered for the third quarter 
notices as these are the next scheduled for printing. Wording will then be used 
for Second, Third and Fourth Quarter Notices annually from then on. 

5.10 Recommendation 3 – The Council develop and utilise formal payment arrangement 
letters which set out clearly the terms and conditions of any payment arrangement 
entered into with the Council. 

5.10.1 Proposed Actions/Comments – This step was also identified in the peer review 
and is to be implemented. The Civica health check identified the availability of a 
debt collection module which would formalise processes and tracking of letters 
issued and payment arrangements. 

5.11 Recommendation 4 – That the Council reviews and updates the existing ‘user manual’ 
to ensure it is up to date with current procedures and programs. Further, that the 
Council periodically reviews this information to ensure the Council’s practices, 
procedures and knowledge is not ‘lost’ due to staff turnover. 

5.11.1 Proposed Actions/Comments – Council staff have considerable procedures for 
undertaking the rates activities within the Authority software package. These 
were recently reviewed in light of the Rates Officers retirement. Council is 
scheduled to have its next major upgrade of the Authority system in February 
2016 and procedures will be reviewed as part of this implementation. 

5.12 Recommendation 5 – If there are outstanding rates and the property is occupied by a 
tenant, the Council serve a rental order in accordance with Section 178(4) of the Act. 

5.12.1 Proposed Actions/Comments – Council has not utilised this avenue before. 
Consideration to this action will be made in the development of a formal Rating 
Policy. At present Council outlines its Rating and Debt Collection processes 
within the Annual Business Plan – Rating Strategies but does not have formal 
stand alone adopted policies. 
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5.13 Recommendation 6 – The Council ensures that it does not attempt to recover its debt 
collection costs outside of those pursuant to a Court Order. 

5.13.1 Proposed Actions/Comments – Officers are aware of their limitations on 
recovery of costs. This question was raised during the interview by Council staff 
to ensure that the rules had changed. The questioning confirmed that Council is 
already compliant with this recommendation. 

5.14 Recommendation 7 – The Council establishes robust guidelines for assessing any 
application requesting a variation to details on the Assessment Record, whether that 
request is received from the principal ratepayer or any other third party. 

5.14.1 Proposed Actions/Comments – Council’s process for the development of the 
assessment book is currently under review and will consider this 
recommendation. 

5.15 Recommendation 8 – That the Council develop the information presently contained in 
its Rating Strategy and Structure document to form a Rebates Policy which reflects all 
rebates (i.e. mandatory and discretionary) and for it to expressly identify the land that is 
eligible for a mandatory rebate in accordance with sections 160-165 of the Act. 

5.15.1 Proposed Actions/Comments – To be considered as part of the formalised 
Rating Policy. 

5.16 Recommendation 9 – That the Council considers the publication in the Gazette of the 
Adoption of Valuations and Declaration of Rates include only information that is 
required under the Act.  

5.16.1 Proposed Actions/Comments – Gazette notice format to be reconsidered prior 
to the publication in 2016 to reduce unnecessary overheads. 

5.17 As the Rating Health Check has recently been completed, these recommendations will 
be addressed before the new rating period begins (July 2016). 

 

ATTACHMENTS 

Attachments 1-13: KelledyJones Lawyers – Rating Audit Health Check Final Report 
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RATING AUDIT HEALTH CHECK 

CITY OF PROSPECT 

REPORT 

 

1. INTRODUCTION 

1.1 The City of Prospect (“the Council”) has commissioned KelledyJones Lawyers to 
perform a Rating Audit Health Check. The purpose of this health check was to 
identify the Council’s level of compliance with legislative requirements relevant to 

rating, to determine any such requirements that are not being met, and to provide 
any ‘best-practice’ recommendations. 

1.2 The Council undertook this process in about 2011 and has determined to review its 
practices and procedures again to ensure the highest standard is being maintained. 
Further, we acknowledge that this is an opportune time for such a review as the 
Council’s Rating Officer is due to retire from his position at the time of writing this 
report. 

1.3 As part of this Rating Audit Health Check, we carefully reviewed the processes the 
Council follows compared to the requirements of the Local Government Act 1999 
(“the Act”), including any internal control mechanisms the Council employs. 

1.4 The methodology adopted for this review included our attendance at the Council’s 

offices in order to obtain information from the Council regarding its processes and 
procedures, and to interview relevant Council staff, being the Rates Officer and the 
Finance Manager. As mentioned above, the information obtained was then 
assessed against the provisions of Chapter 10 of the Act. We have undertaken a 
section-by-section review of Chapter 10 to assess compliance. By way of example, 
we have reviewed the Council’s existing relevant policies, the Annual Business Plan 

and procedures relating to the application of rebates, remissions and postponement 
of rates, objections to land use, adoption of valuations, changes in non-rateable and 
rateable land and amendments to the assessment record.  

Below is a list of the documents, information and examples provided to us by the Council. 

We consider that the Council’s system in respect of rating practices is legislatively compliant 
unless we have stated otherwise in this report. 

Consistent with established practice, we recommend a review of this nature be conducted once 
every five years, or more frequently if circumstances demand. 

2. DOCUMENTS & INFORMATION PROVIDED 

The Council provided to us the following material: 

2.1 Report to Council regarding the Annual Business Plan and Budget dated 1 May 
2015; 

Attachment 1

At
ta

ch
m

en
t

sadie.lovering
Typewritten Text
59



pros0001_150351_003.docx v10 

2.2 Report to Council regarding Community feedback on the draft Annual Business Plan 
dated 23 June 2015; 

2.3 Report to Council regarding the CEO Statement on Financial Sustainability 
regarding the Annual Business Plan dated 23 June 2015; 

2.4 Report to Council regarding the Adoption of the Annual Business Plan and 
Declaration of Rates dated 23 June 2015; 

2.5 Annual Business Plan including the 2015-16 Rating Strategy and Structure; 

2.6 Example of a land use objection received by the Council, including email 
correspondence with complainant and screen printed information from the Rates 
Enquiry Authority system; 

2.7 Example of a rates record where the owner is the principal ratepayer; 

2.8 Example of the rates record where the ratepayer’s details are suppressed; 

2.9 Copy of the Messenger Newspaper advertisement regarding the adoption of the 
Valuation and Declaration of Rates dated 8 July 2015; 

2.10 Copy of a standard rates notice and a copy of a previous version prior to 
amendments; 

2.11 Copy of a written request regarding the suppression of ratepayer details; 

2.12 Copy of the Council’s Suppressed Names listing; 

2.13 Copy of the Council’s Delegations Manual; 

2.14 Copy of email correspondence outlining the terms of a payment arrangement plan 
for outstanding rates; 

2.15 Copy of the Council’s Community Engagement and Consultation Policy; 

2.16 Copy of correspondence regarding the postponement of rates for seniors; 

2.17 Standard form – Application to waive rates fines and interest; 

2.18 Standard form – application for customer details change; 

2.19 Standard form – Direct Debit request; 

2.20 Standard Form – Freedom of Information Application; 

2.21 Template Statutory Declaration form; 

2.22 Printed list of all the Council’s debt collection agency (NCML) claims; 

2.23 Copy of tax invoice from NCML to the Council; 

2.24 Copy of correspondence regarding an application to waive fines/interest; 
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2.25 Copy of a request to have a name entered on to the Assessment Record; 

2.26 Copy of Council Report regarding application for discretionary rebate including a 
copy of the application. 

Following the interview with the Rates Officer and Finance Manager, the following additional 
documents were provided: 

2.27 Copies of mandatory rebates records; 

2.28 List of all non-rateable land; 

2.29 Rates Officer’s “End of Year Procedures and Live Rates Generation” user 

guide/checklist; 

2.30 Examples of Certificate of Liabilities. 

3. DISCUSSION 

3.1 For the 2015/2016 financial year, the Council is, in our view, legislatively compliant 
with respect to the adoption of its budget following the adoption of the Annual 
Business Plan and the adoption of the valuations (as issued by the Valuer-General’s 

Office) prior to the declaration of rates. This is confirmed by the Minutes and Agenda 
of the Council meeting of 23 June 2015. 

3.2 We acknowledge that the Council’s consultation process and general community 

engagement far exceeds the minimum standards required. The Council has been 
actively seeking methods to engage the community and encourage participation. 
The Council commenced its public consultation strategy by conducting a survey 
during its Tour Down Under Street Party in January. The purpose of this survey was 
to identify where residents would prefer to see their rates allocated as part of the 
budget. The results of this survey were provided to Elected Members as part of the 
annual budget process. The Council’s official consultation period commenced in 

April 2015 for a period of 28 days. This meets the minimum 21 day requirement 
stipulated in section 151(7) of the Act. Advertisements were placed in both the 
Messenger Newspapers and The Advertiser in accordance with section 151(7). It 
was acknowledged that it is not standard procedure to place an advertisement in 
The Advertiser, however this was a one-off instance for this financial year resulting 
from an error on the part of the publisher. It did not come at an increased cost to the 
Council.  

3.3 The Council received submissions online through its website and the Community 
Online Panel which is a survey group coordinated through the University of South 
Australia, as part of the consultation process and organised a public meeting and 
workshop to receive further submissions. One member of the public attended that 
public meeting and workshop. The Council also coordinated (through the services of 
an independent research company) a focus group of 15 randomly selected residents 
of various demographics. This focus group sessions ran for approximately 2 hours. 
This resulted in feedback to the Council by the participants. The Council also held 
meetings with the Resident’s Association regarding the budget. In addition, the 

Attachment 3

At
ta

ch
m

en
t

sadie.lovering
Typewritten Text
61



pros0001_150351_003.docx v10 

Council involved local primary schools by asking them to prioritise various 
discretionary projects the Council proposed to implement during the financial year. 

3.4 The Council adopts the valuations for both rateable and non-rateable land. This 
allows the Council to apply a valuation for non-rateable land in the event that it 
becomes rateable during a financial year, without the need for a further resolution of 
the Council. Currently, the Council has approximately 93 non-rateable properties on 
its register. The majority of these properties relate to land that is occupied or held by 
the Crown or by the Council. The Rates Officer stated that he was solely responsible 
for any change in ownership being reflected in the Assessment Record, and usually 
becomes aware of when a property changes from non-rateable to rateable. This 
process, however, relies heavily on the familiarity that the Rates Officer has with the 
Council’s area along with regular (i.e. monthly) reports provided by the Land 
Services Group in respect of transfer of ownership. It is not common for the Council 
to receive any notification from a real estate agent involved in a sale or other dealing 
with land. Consequently, therefore, some time may pass before a change in 
classification becomes known to the Rates Officer and the Assessment Record 
updated accordingly. Further, unless the Council is specifically made aware of a 
lease arrangement, it may not receive any notification at all.  

3.5 The Council relies on the capital valuations made by the Valuer-General for its rating 
purposes in accordance with section 167(2) of the Act.  The most recent valuations 
were available to the Council at the time the Council adopted its budget and these 
valuations were relied upon for processing rates for the financial year. 

3.6 The Council’s Annual Business Plan for 2015-16 includes the Council’s rating 

strategy and structure, and provides information on how the valuation of land is 
determined and the method the Council uses. The Council uses capital value as the 
basis for valuing land. It appears as though this method provides the fairest option 
for distributing the rate burden across all ratepayers in the Council’s area. This 
accords with the equity principle of taxation, being that ratepayers of similar wealth 
pay similar taxes and ratepayers of greater wealth pay more tax. This approach, and 
the Council’s deliberate application of it, is reflected in the Council’s Annual 

Business Plan. The Council considers that the Valuer-General’s capital valuations 

are consistent across the Council’s area and are a suitable basis for assessment. 

3.7 The Council considers that the rate in the dollar should be the same for all 
properties, other than when it is clear that a different level of service applies to some 
ratepayers, or other exceptional circumstances demand variation. In the Council’s 

view, this maintains the fundamental principle of equity for the community regarding 
the imposition of rates. 

3.8 The Council formally declared its rates on 23 June 2015 and that declaration was 
published in the Government Gazette on 9 July 2015 in accordance with section 170 
of the Act.  

3.9 As reflected in the Declaration of Rates, the Council based its rating on the value of 
land with a differential rate imposed according to the use of the land. However, in 
the case of vacant land, the differential rate is based on both land use and locality. 
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The Council relies upon all the categories identified in the Local Government 

(General) Regulations 2013. The minutes of the Council meeting held on 23 June 
2015 confirm the Council relied upon the correct land use categories in declaring its 
differential rates. The Declaration of Rates as published in the Government Gazette 
declares differential rates based on land use only. The Council minutes or Gazette 
notice do not identify the basis of differential rating to include both land use and 
locality for the purposes of vacant land. 

3.10 The Council has fixed a minimum amount payable, in accordance with section 
158(1) of the Act, which is $1090 for the 2015/16 Financial Year. According to the 
Rates Officer, the minimum amount affects approximately 21% of rateable 
properties in the Council’s area, which is a permissible amount pursuant to section 
158(2) of the Act, being under the 35% upper limit. 

3.11 In applying the minimum amount, the Council levies it against the whole of an 
allotment (including land that is under a separate lease or licence). In circumstances 
whereby land comprises less that the whole of the allotment the minimum amount is 
not applied. The Council will only apply one minimum amount against two or more 
pieces of adjoining land (whether intercepted by a road or not) if they are owned by 
the same owner and occupied by the same occupier, in accordance with the 
contiguous land requirements under section 158 of the Act. We note that the Council 
is cognisant of its obligations in this regard following a section 270 review previously 
conducted in relation to rates levied during the 2012/13 financial year in respect of a 
property at 274B Main North Road, Prospect. Specifically, whether rates were 
correctly issued against 10 separate occupancies at the property following 
renovations undertaken by the owner, and based on the Valuer-General’s valuations 

for the property, and whether the minimum amount was correctly applied in respect 
of the vacant tenancies. 

3.12 Pursuant to section 153(3) of the Act, the Council must determine whether it will fix a 
maximum increase in the general rate when it is declaring a general rate to be 
charged on rateable land that constitutes a ratepayer’s principal place of residence. 

For the 2015/16 Financial Year the Council determined not to fix a maximum 
increase. The reasons for this are outlined in its Annual Business Plan. 

3.13 The Council imposes a separate rate for the purpose of collecting the Natural 
Resources Management levy. For the 2015/16 Financial Year this amount is set at 
0.009275 cents in the dollar on the capital valuation of all rateable properties. This 
amount applies to all ratepayers in the Council’s area.  

3.14 The Council does not impose a service rate or annual service charge under section 
155 of the Act. 

3.15 The Rates Officer and Finance Manager acknowledge that the Council is the body 
responsible for dealing with objections to land use, whereas the Valuer-General’s 

Officer handles objections to valuations of land. However, it was acknowledged that 
the Council is in the practice of referring objections to land use to the Valuer-
General’s Office and simply accepting the recommendation that is provided by that 
office. 
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3.16 The Council’s Assessment Record is collated using the Civica Authority database 
system, which relies on a manual collation of requisite fields by the Rates Officer. 
This collated data is then printed to form the hard-copy assessment record. In this 
regard, the Rates Officer must have a clear understanding of the requirements 
under section 172 of the Act for the Assessment Record to ensure necessary detail 
is not missing. The Council’s Assessment Record was recently reviewed as part of a 

‘peer review’ conducted by another Council which identified that some required 
detail was omitted. This error has been corrected and the Assessment Record now 
contains all the relevant information as required under the Act. 

3.17 Further, in respect of the Assessment Record, the Council advised that it requires 
any amendment to the record to be provided in writing, and the Council does have a 
standard form for the addition of a person’s name on the Assessment Record, 

however it did acknowledge that once a request to vary the record is received in 
writing, the requested change will be made. There does not appear to be any robust 
system in place for assessing the validity of such a request or if appropriate 
authorities have been obtained. The Council does not make any enquiries with the 
applicant regarding the knowledge or consent of the principal ratepayer (if the 
applicant is not the principal ratepayer) to any requested change prior to making the 
change; it simply acts on the written request received.  

3.18 The Council has a number of persons with suppressed details on the Assessment 
Record. Further, the Council has received a number of enquiries from ratepayers 
regarding the suppression of details which have not satisfied the criteria for 
suppression. The Council’s Rates Officer and Finance Manager recognise that the 

determination in respect of suppression of details rests with the Council CEO. An 
initial application for suppression must be in writing and will be received by 
Customer Service staff.  It is then forwarded to the Council Records Management 
officers who will engage with the Rates Officer. After the Rates Officer has reviewed 
the application it is forwarded to the CEO for determination. The decision of the 
CEO is then provided to the Rates Officer, and if the decision supports a 
suppression, the Rates Officer will amend the Assessment Record accordingly.  

3.19 The Council understands that a person’s name or address (or both) may be 
suppressed depending on the circumstances giving rise to the suppression. There is 
no set criteria developed for the assessment of an application, but the Council 
acknowledged that the risk to safety of a person is the primary consideration. The 
Council has received requests for suppression for the purpose of preventing 
unsolicited contact by advertisers or real estate agents, and on each occasion such 
requests have been refused. Further, the Council understands that a person may 
have details suppressed on the Electoral Roll and that the CEO has an obligation 
(pursuant to section 172(5) of the Act) to suppress either the person’s residential 

address or the person’s name (dependent on whether the person occupies the 
rateable property or not). The Rates Officer confirmed that he receives regular 
records from the Electoral Commission and confirmed that, if needed, clarification 
from the Commission will be sought as to whether any particular person has his or 
her details suppressed.  
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3.20 The Council utilises a standard application for a mandatory or discretionary rebate. 
While there is no separate discretionary rebate policy, assessments of such 
applications are guided by the provisions of the Act, specifically section 166, and the 
criteria set out in section 1.13 of the Council’s Rating Strategy and Structure as 

attached to the Annual Business Plan. Section 1.13 of the Rating Strategy and 
Structure outlines the factors that will be considered in assessing an application for 
discretionary rebate. Additionally, these considerations are supplemented by the 
experience of the staff making the assessment such as the Rates Officer or other 
Senior Managers. This process is triggered by the Council writing to the ratepayers 
in about April or May each year in order to determine whether there has been any 
change to their circumstances giving rise to a change to the rebate. The Council 
presently has five properties subject to a discretionary rebate.  

3.21 The Council demands the payment of rates by its ratepayers in four equal (or 
approximately equal) instalments in September, December, March and June of each 
year. This is consistent with the provisions of section 181 of the Act. Rates notices 
are sent not less than 30 days and not more than 60 days before the due date of the 
instalment. This is consistent with the requirements of section 181(7) of the Act. The 
Council has not entered into any agreement to vary the period in which notice may 
be given pursuant to section 181(7a). A copy of the Council’s rates notice was 

provided as part of the provision of documents listed above, and we have reviewed 
the notice against the requirements set out in the Local Government (General) 

Regulations 2013. The rates notice is compliant with the regulations.  

3.22 The Council is in the process of establishing electronic distribution of rates notices 
for those ratepayers who agree to this method, in accordance with section 181(6) of 
the Act. The Council has commenced trialling this option with staff who also live 
within the Council area. The Council recognises that there are benefits to utilising 
digital format when possible and, it has had a number of ratepayers express an 
interest in receiving notices electronically. The intent of the Council is to progress 
with electronic issuing of notices provided the initial trial is successful and the 
technology available to the Council supports such a process. 

3.23 The Council does have in place procedures available for ratepayers to allow for the 
postponement of rates for either hardship (in accordance with section 182 of the 
Act) or for seniors (in accordance with section 182A of the Act). There are currently 
no ratepayers subject to a postponement for hardship. The Council currently has 
four ratepayers under a postponement for seniors. This is put in place by the 
submission of a standard form which requires the provision of evidence 
demonstrating the entitlement of the senior to the postponement. Such evidence 
includes the provision of the person’s seniors card number and a declaration that 

the application relates to the person’s principal place of residence and that no other 

person (other than a spouse) has interest in the property. Those subject to a 
postponement for seniors are issued with a quarterly statement outlining the total 
accrued postponement. A copy of such a statement was provided to us as part of 
the documents described at paragraph  2.13 above.  

Attachment 7

At
ta

ch
m

en
t

sadie.lovering
Typewritten Text
65



pros0001_150351_003.docx v10 

3.24 It is the responsibility of the Rates Officer to apply the fines and interest to 
outstanding rates. The Rates Officer stated that he does not own property in the 
Council’s area. The Rates Officer and the Finance Manager acknowledged 

generally that it would be inappropriate for the person responsible for applying fines 
and interest to rates to also own property in the Council’s area. The Rates Officer is 

not responsible for the collection of payments in respect of rates. The Council’s 

Customer Service staff are responsible for receipt of payments, including rates. The 
Council’s Finance Manager and Rates Officer stated that if a customer service 
officer owns property within the Council’s area, another customer service officer 

must receipt payments in respect of that property. We consider that this constitutes 
appropriate internal controls. 

3.25 The Council imposes a fine of 2% in accordance with the Act on the amount of each 
instalment payable and then imposes interest on the expiration of each full month 
from the date the instalment was due. This is consistent with section 181(8) of the 
Act. This process is clearly identified in the Council’s Annual Business Plan. 

3.26 The Council complies with its duty of considering the remission of penalties for late 
payment of rates in certain circumstances. The Council outlined the internal 
processes it has in place which operate to allow a ‘grace period’ before fines and 

interest are imposed. The Council also outlined the considerations it takes into 
account when assessing an application to waive fines and interest. It was noted that 
the Rates Officer and the Finance Manager have delegation to a set limit in respect 
of waiving fines and interest, before it must be determined by the CEO.  

3.27 The Council has in place a minimum three-working-day ‘grace period’ as mentioned 

above before fines and interest will be applied. This enables ratepayers to pay in the 
few days immediately following the due date without penalty. Where an amount of 
rates remains outstanding after the expiration of the final due date, and overdue 
notice is issued to the ratepayer which allows an additional two-week period for the 
amount to be paid (including the 2% fine). If, following the overdue notice period, the 
amount remains outstanding, the Council will send a letter requesting payment 
within 7 days. If, at the conclusion of that 7 day period, the amount has still not been 
paid, the matter is referred to the Council’s debt collection agency who will send a 

“legal action letter” demanding payment within 7 days. If no payment is received in 

this time, the Council may commence legal action to recover the outstanding 
amount through its debt collectors. The Council has stated that it is its practice to 
pursue legal action if the amount outstanding exceeds $300. For lesser amounts , it 
is added to the next instalment notice. This process is outlined in detail in the 
Council’s Annual Business Plan, as is the process regarding the sale of land for 

non-payment of rates under section 184 of the Act. 

3.28 The process identified above, and the process in respect of section 184 proceedings 
provides ratepayers with ample opportunity to pay the amount owing prior to 
commencing a sale process. We note that the sale of land for non-payment of rates 
is not a common process within the Council and the last property sold pursuant to 
section 184 of the Act was approximately 5 – 6 years ago. This was the result of an 
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abandoned property. As such, the Council does not have a standard letter template 
or procedure in place for initiating and progressing this process.  

The Council is in the practice of entering into payment arrangements with ratepayers in 
order to accommodate personal circumstances and to also ensure that rates liabilities 
are cleared. The Council provided us with a copy of a payment arrangement 
agreement that it had entered into with a ratepayer. This agreement was confirmed in 
writing via email, however we note that the terms and conditions were not outlined with 
particular clarity.  

3.29 If the Council receives a request for a certificate of liabilities under section 187 of the 
Act, it requires that such a request be made in writing. The Council does not provide 
any information in this respect over the phone. The Council utilises a template 
certificate of liabilities which has been provided to us. 

4. RECOMMENDATIONS 

Recommendation 1 

The Council clearly identify and document its policy in relation to assessing objections to land 

use. 

As mentioned in the body of the report, when the Council receives an objection to a valuation of 
land it refers it to the Valuer-General’s Office for determination. However, the Council is 

responsible for determining the objections to land use. It appears as though the general practice 
of the Council relating to these two distinct objection processes is somewhat the same. The 
Valuer-General does not have power to deal with objections to land use, it is entirely the 
responsibility of the Council. 

Accordingly, the Council should determine and adopt its own program of site inspections or 
other relevant enquires when an objection to land use is received in order for such an objection 
to be properly assessed by the Council as the appropriate authority. 

Recommendation 2 

That the Council considers amending the information on the Rates Notice to include the 

discretion the Council has to determine objections to land use after the 60 day period has 

passed. 

The Council utilises a standard rates notice based on the template version issued by the Local 
Government Association. The rates notice is compliant with the requirements under the Act and 
Local Government (General) Regulations 2014. The “Objection to Valuation” and “Objection to 

land use” sections have been included, and the objection to valuation includes reference to the 

Valuer-General’s discretion to accept an objection outside of the 60 day period. There is no 

equivalent reference to the Council’s ability to exercise a discretion and accept an objection to 

land use outside the 60 day period. Consistent with previous recommendations of the 
Ombudsman, we recommend reference to this discretion be included. 
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Recommendation 3 

The Council develop and utilise formal payment arrangement letters which set out clearly the 

terms and conditions of any payment arrangement entered into with the Council. 

The example of a payment arrangement provided to us was email correspondence between the 
Council and a ratepayer which outlined the terms of the payment arrangement generally. Also, 
there does not appear to be any requirement that current and future rates liabilities are met 
while the arrears is being paid off. Such a term will prevent a ratepayer falling into arrears in 
respect of current rates. 

Any payment arrangement letter should set out (at a minimum): 

 The duration of the payment arrangement; 

 The total rates liability; 

 The amount to be paid; 

 The frequency of each payment; 

 When (precisely) each payment is to be made; 

 That all current and future rates liabilities are paid on or before the due date; and 

 That if any of the conditions are not met, the ratepayer will be in breach of the agreement 
and the Council may demand the total amount in full. 

Recommendation 4 

That the Council reviews and updates the existing ‘user manual’ to ensure it is up to date with 

current procedures and programs. Further, that the Council periodically reviews this information 

to ensure the Council’s practices, procedures and knowledge is not ‘lost’ due to staff turnover. 

The Council’s recently retired Rates Officer was the only person within the Council dealing with 
rates matters. Much of the daily practices appear to have been developed over an extended 
period of time working within the area (for multiple councils) and are often based on experience 
and familiarity. Although some of the procedures have been documented, there is a risk that 
some of the practices or processes have not been retained as a result of the Rates Officer’s 

retirement. A ‘user manual’ has been collated over time which includes instructions on Civica 
programs and general guides for process required to be completed each month and year. 
However, a detailed review of this ‘user manual’ is required. We note that many of the 
instructions and guidelines have been added to (or deletions made) by the Rates Officer in the 
form of hand written notes, or by placing copies of relevant emails with the accompanying 
documents. The documents are operational in nature and will provide assistance to persons 
provided they are familiar with the particular programs used by the Council. However, we note 
that some of the guides and amendments are dated as far back as 2006 and we anticipate that 
the relevant program may have undergone some form of upgrade since that time. By reviewing 
and updating this information concerning the various processes undertaken by the Rates 
Officer, the transition to a new Rates Officer will be assisted by ensuring the information is 
accurate.  
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Recommendation 5 

If there are outstanding rates and the property is occupied by a tenant, the Council serve a 

rental order in accordance with section 178(4) of the Act 

We understand that the Council does not issue rental orders pursuant to section 178(4) of the 
Act based on the apparent recommendation of the Council’s collection agency. In 

circumstances where there is difficulty in locating the owner, or in receiving payment from the 
owner, the Council may issue a rental order upon the tenant in accordance with section 178(4) 
of the Act. Such an order requires the tenant to pay the rental amount due under the lease to 
the Council rather than the owner, in satisfaction of the outstanding rates. 

Recommendation 6 

The Council ensures that it does not attempt to recover its debt collection costs outside of those 

pursuant to a Court Order. 

The question was raised as to whether the Council can recover the amount it is charged by the 
collection agency to issue initial letters and undertake a recovery process other than through 
Court. The Council cannot recover the amounts charged by the collection agency other than 
court costs following legal proceedings or pursuant to an order of the Court. 

The Council should have in place a system which allows for the allocation of legal costs to the 
assessment record, only after court proceedings have taken place or if the Court makes an 
order for costs, being two circumstances when the Council is legally entitled to recover such 
costs. 

The recovery of costs outlined by the Supreme Court in [2009] SASC 140 should be used as a 
guide for when costs can be recovered. That case establishes that costs may be recovered either: 

 voluntarily, by payment by the ratepayer pursuant to section 184(9) of the Act; or 

 compulsorily by the Council after a sale has been effected under section 184 of the Act by 
operation of section 184(11); or 

 by virtue of a Court Order or other right of recovery by Court proceedings; or 

 voluntarily by the ratepayer either of their own volition or pursuant to an agreement with 
the Council. 

Recommendation 7 

The Council establishes robust guidelines for assessing any application requesting a variation to 

details on the Assessment Record, whether that request is received from the principal ratepayer or 

any other third party. 

The Council’s Assessment Record contains the information as required by section 172 of the Act. It 

is collated by the Rates Officer using the Council’s electronic database. However, there is no 
checklist in place that is to be used when an application is made to vary the detail contained on the 
Assessment Record in respect of any one property. It is therefore possible for a person’s name to 

be added or removed from the Assessment Record without their knowledge on the request of a 

Attachment 11

At
ta

ch
m

en
t

sadie.lovering
Typewritten Text
69



pros0001_150351_003.docx v10 

third party. The Council does require that all such requests be made in writing, however the 
process does not demand the authorization or consent of the existing ratepayer , or a declaration 
that a person has the authority to act on behalf of the relevant party. 

Guidelines should, therefore, be develop to ensure that if a request is received by a principal 
ratepayer to include an occupier’s name on the Assessment Record such a request is duly 

authorized by the principal ratepayer, or if a request is received from another party (e.g. a real 
estate agent), that person has appropriate authority to request the change.  

Recommendation 8 

That the Council develop the information presently contained in its Rating Strategy and 

Structure document to form a Rebates Policy which reflects all rebates (i.e. mandatory and 

discretionary) and for it to expressly identify the land that is eligible for a mandatory rebate in 

accordance with sections 160-165 of the Act. 

Such a Rebate Policy will be more comprehensive than the existing Rates Strategy and 
Structure document and will provide greater detail for members of the public to ensure they are 
clear on their entitlements under the Act. Such a policy should also address: 

 Circumstances when the Council will exercise its discretion to increase the mandatory 
rebate of 75% up to 100%; 

 Whether a grant of a rebate is made for a period in excess of one year under section 
166(1)(a), (b), (k) or (l) of the Act; and 

 Whether a person will be required to apply each financial year as a means of proving the 
ongoing need for a rate rebate. 

Recommendation 9 

That the Council considers the publication in the Gazette of the Adoption of Valuations and the 

Declaration of Rates include only information that  is required under the Act. 

The publication by the Council made on 9 July 2015 includes additional information not required 
under the Act. For instance, the notice includes detail under the heading “Payment of Rates” 
and states that notice is given pursuant to section 181 of the Act. There is no requirement under 
section 181 for any such publication in the Government Gazette. Further the majority of the 
detail preceding the heading “Adoption of Valuations” is not necessary. The inclusion of this 

information results in increased costs to the Council in publishing the notice. 

Under the heading “Declaration of Differential General Rates”, Regulation 10(2) of the Local 

Government (General) Regulations 1999 is cited. These Regulations are no longer in force. This 
reference should be to Regulation 14 of the Local Government (General) Regulations 2013. 

In its Declaration of Differential General Rates, the Council has stated that rates vary by 
reference to land use, and cites section 156(1)(a) as the authority for this purpose. The Council 
does, however, use land use and locality for the purpose of differential rates for vacant land. 
Reference needs to, therefore, be made to section 156(1)(c) when making the declaration.  
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Further, it does not appear the Council has a legal basis for relying upon differentiating 
according to locality unless the Council has previously relied upon differentiating on this basis in 
previous financial years and, for the 2015/2016 financial year, it is an inadvertent error.  If, 
however, reliance on the basis of locality for vacant land is a change from previous years then 
public consultation under section 151(5) of the Act must be undertaken.  

 

Yours sincerely 
KELLEDYJONES LAWYERS 

 

NATASHA JONES 
Direct Line: 08 8113 7102 
Mobile: 0419 864 531 
Email: njones@kelledyjones.com.au 
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AGENDA ITEM NO.: 10.5 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Budget Framework Policy 
 
 

1. EXECUTIVE SUMMARY 

1.1 Council has not traditionally had a policy for the framework of its Budget and Annual 
Business Plan. This gap has been identified as an opportunity for improvement through 
past audits by both the internal and external Auditors. 

1.2 The Draft Budget Framework Policy is provided at Attachments 1 – 8. 

1.3 The policy brings together a number of key sources of information to give direction to 
Elected Members and staff in the process for the development of the annual budget, 
long term financial plan (LTFP) and their subsequent review during the applicable year. 

1.4 The policy has been developed in respect of the legislative requirements and 
formalises practices currently in place. The development of the policy does not propose 
any changes from the framework of the process utilised in the development of the 
2015-2016 Annual Business Plan and Budget.  

2. RECOMMENDATION 

(1) The Budget Framework Policy as provided at Attachments 1 – 8 of this 
agenda item, be adopted.  

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Local Government Act 1999 Section 123. 

3.2 Local Government (Financial Management) Regulations 2011. 

3.3 Core Strategy – Your Council – “Ensure Financial Sustainability”. 

4. COMMUNITY INVOLVEMENT 

4.1 There is no relevant community consultation requirement. The setting of the annual 
budget faces public consultation prior to adoption. 
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5. DISCUSSION 

5.1 Council has not traditionally had a policy for the framework of its Budget and Annual 
Business Plan. This gap has been identified as an opportunity for improvement through 
past audits by both the internal and external Auditors. 

5.2 The draft Budget Framework Policy has been included in Attachments 1 – 8. 

5.3 The policy brings together a number of key sources of information to give direction to 
Elected Members and staff in the process for the development of the annual budget, 
long term financial plan (LTFP) and subsequent reviews during the year. 

5.4 The Local Government Act 1999 and Local Government (Financial Management) 
Regulations 2011 are prescriptive in their direction for the development of the annual 
budget, development of the LTFP and the subsequent review and reporting of their 
progress during the year. 

5.5 The policy has been developed in respect of the legislative requirements and 
formalises practices currently in place. The development of the policy does not propose 
any changes from the framework of the process utilised in the development of the 
2015-2016 Annual Business Plan and Budget. 

5.6 Comparative policies from other Councils have been reviewed in the development of 
this policy.  

 

ATTACHMENTS 

Attachments 1-8: Budget Framework Policy 
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Reference Number: CR15/67233 

Type: Council Policy 

Responsible Director: Director Corporate Services 

Responsible Officer (s): Manager Financial Services 

Initial Adopted Date: Council: New Policy – Not Yet Adopted 

Last Review Date: New Policy – Not Yet Adopted 

Next Review Date: December 2018 
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1 Purpose 

1.1 The Budget Framework Policy (the “Policy”) provides guidance on roles and 
responsibilities, timelines, data collection, terminologies, workflows and other relevant 
components to assist Council, the Executive Leadership Team (ELT), Leadership 
Team (LT), Budget Managers (BM’s) and staff to understand their role in the process. 

2 Definitions 

Financial Sustainability A Council’s long term financial 
performance and position is sustainable 
where planned long-term service, 
infrastructure levels and standards are 
met within planned increases in rates or 
disruptive cuts to services. 

Recurrent Budget The required budget under the control of 
the Chief Executive Officer for the 
continued day to day operations of 
Council and its base service level 
delivery. A summary of the income and 
expenditure is provided to Council. All 
budget figures will be realistic, based on 
best available information. 

Project Budget/Operating Project Budget Any proposed discretionary services 
where the expenditure is costed to the 
operating statement with no ability to 
capitalise to the capital expenditure 
budget. 

Capital Expenditure Expenditure items that provide an 
economic life beyond the current year. 
Items are allocated between 
New/Upgrade and Replacement/Renewal 
as defined in the Australian Infrastructure 
Financial Management Guidelines. 

Budget Bid A submission made by a staff member of 
Council for consideration in the budget 
process. Budget Bids are made for both 
the Project Budget and Capital 
Expenditure requests that are not derived 
from the Infrastructure Asset 
Management Plans (IAMP). 

Non-Discretionary vs Discretionary Budget Bids are categorised into either 
Discretionary or Non-Discretionary. Non-
Discretionary bids are based on previous 
commitments of Council (usually a 
resolution), IAMPS, legislative or 
contractual requirements. All bids not 
meeting these items are discretionary in 
nature. 

3 Scope 

3.1 This covers the annual budget requirements for City of Prospect. 

At
ta

ch
m

en
t

Attachment 4 77



 

4 Legislative and Corporate Requirements 

4.1 The Budget Framework Policy is to be read and implemented in conjunction with 
Council’s other relevant policies, strategies and documents. 

4.2 The Local Government Act 1999 S.123 and Local Government (Financial 
Management) Regulations 2011 are prescriptive in their requirements of Council’s 
budget and Annual Business Plan. 

5 Policy Statement 

5.1 The budget must be considered in conjunction with the Council’s Annual Business 
Plan and be adopted after 31 May and before 31 August for the ensuing financial 
year. The budget must comply with the standards and principles prescribed by the 
regulations under the Local Government Act 1999. The budget shall include budgeted 
financial statements, which must be presented, other than notes and other 
explanatory documentation, in a manner consistent with the Model Financial 
Statements. 

The budget must also state whether the projected operating income is sufficient to 
meet projected operating expenses for the relevant financial year and include a 
summary of operating and capital investment activities presented in a manner 
consistent with the note in the Model Financial Statements entitled Uniform 
Presentation of Finances. 

5.2 As part of the budget process Council will prepare an Annual Business Plan which will 
address the activities the Council intends to undertake in the ensuing year to achieve 
its objectives and the key performance indicators that Council will use to assess its 
performance against its objectives. 

5.3 Council's key performance indicators will include as a minimum estimates with respect 
to the councils operating surplus ratio, asset sustainability ratio and net financial 
liabilities presented in a manner consistent with the note in the Model Financial 
Statements entitled Financial Indicators. 

5.4 The basis for Council’s budget each year will, in its initial stages of development, be a 
zero based budgeting approach. The result will be evaluated and refined in terms of 
the Council’s Long Term Financial Plan, corporate strategic plans and objectives and 
within the framework of Council budget assumptions and Community Plan Outcomes. 

5.5 The following budget principles will underpin the budget development: 

1. Honest and Accountable 

5.6 We will be honest and accountable in all aspects of the budget process, meeting the 
community’s expectations of transparency and openness with a reporting framework 
that supports and enhances this. 

2. Strategic Approach 

5.7 We will maintain a strategic approach to the delivery of all council services and capital 
works programmes. All expenditure decisions will align with the City of Prospect 
Community Plan outcomes. 

3. Long Term Financial Planning 
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5.8 A 10 year Long Term Financial Plan will reinforce the delivery and achievement of 
Council’s long term strategic objectives in a sustainable manner. All programmes will 
be regularly reviewed to ensure they fit within the Council’s financial framework 
including key performance indicators which include the operating surplus ratio, net 
financial liabilities ratio and asset sustainability ratio presented in a manner consistent 
with the note in the Model Financial Statements entitled Financial Indicators. 

4. Realistic Budgeting 

5.9 All budget figures will be realistic, based on the best available information and utilise a 
zero based budgeting approach. 

5. Meet Long Term Liabilities 

5.10 Each budget will be fully funded and reconciled on an accrual and cash basis.  

5.11 While individual years may fluctuate, the long term financial plan will be developed to 
achieve the average of the KPI targets (as identified in 5.3) across the ten years. 

5.12 The Audit Committee will make recommendation to Council each year on appropriate 
KPI targets prior to the formulation of the Long Term Financial Plan and Annual 
Budget.  

6. Affordable Rates 

5.13 Rates will be set at an affordable level having regard to the City’s strategic directions 
and its social and economic objectives balanced against the community’s ability to 
pay. Sustainable rate increases avoid a “rates shock”. 

7. Avoid Cost Shifting 

5.14 We will resist pressure to accept cost shifting from other levels of government. 

8. New Initiatives 

5.15 All new initiatives will be evaluated in terms of meeting Council’s strategic directions. 
These will incorporate a cost benefit analysis which includes whole of life costing 
where the whole of life cost exceeds $30,000. 

9. Asset Sales and Debt 

5.16 The operational budget will be structured such that there is no reliance on asset sales 
to fund core services. Debt will be regarded as a tool to be used in a strategic 
perspective to achieve the provision of services to the community. Debt will be 
considered: 

 In the context of the strategic objectives of Council 

 In the context of long term financial forecasts and objectives 

 As funding for long term infrastructure asset creation 

 As a means of spreading the cost of infrastructure over the ratepayers who use it 

 As a mechanism to fund temporary cash shortfalls. 
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5.17 Council has determined as policy that there will be no new borrowings unless 
approved for essential asset replacement/renewal and/or extraordinary items. 

10. Financial Control 

5.18 We commit to ensuring that financial and other resources under our control will be 
used only for approved purposes and aligned with Council’s strategic framework and 
that all risks to Council’s finances are properly managed. 

5.19 The budget performance will be reviewed by the Manager Financial Services as at the 
following dates in the relevant financial year: 

• 30 September (Budget Review 1) 
• 31 December (Budget Review 2) 
• 31 March (Budget Review 3) 
• 30 June (Budget Review 4) 

5.20 The Director Corporate Services or Manager Financial Services will present to 
Council, as soon as practical after each of the above dates, a report that compares 
budgeted performance to actual performance with explanations for significant budget 
variances, seeking authorisation for these variances. 

5.21 Quarterly actual performance will be compared to the revised budget which is the 
original adopted budget adjusted for changes endorsed as part of the budget reviews 
undertaken by Council. 

5.22 For the 30 September and 31 March review the budget reviews should include a 
revised forecast of its operating and capital investment activities for the relevant 
financial year compared with estimates for those activities as set out in the budget. 
The format presented must be in a manner consistent with the note in the Model 
Financial Statements entitled Uniform Presentation of Finances. 

5.23 For the 31 December review the budget review should include revised forecasts of 
each item shown in its budgeted financial statements for the relevant year compared 
with the estimates set out in the budget presented in a manner consistent with the 
Model Financial Statements. This budget review should also include revised forecasts 
for the relevant financial year of the council’s operating surplus ratio, net financial 
liabilities ratio and asset sustainability ratio compared with the estimates set out in the 
budget and presented in a manner consistent with the note in the Model Financial 
Statements entitled Financial Indicators. 

5.24 Once the audited financial statements for the financial year ending have been 
completed a comparison of those results to the original budget adopted by Council for 
that year will be prepared including reasons for material variances. 

5.25 Budget reviews are an opportunity for budget managers in light of changed 
circumstances or new events that may have occurred subsequent to the time of 
budget adoption to be addressed.  

5.26 Where the budget variance will have an impact on an item shown in its budgeted 
financial statements for the relevant year (presented in a manner consistent with the 
Model Financial statements) or vary the annual budget for a capital or annual 
operating project budget adopted by council as part of its budget deliberations the 
budget variance requested will be presented to the Council for approval with reasons 
for the variance.  
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5.27 The impact of the quarterly budget reviews must not materially erode the financial 
indicators position adopted as part of the original budget adopted by council based on 
an overriding principle that cost overruns must be funded by a commensurate cost 
saving and new projects or requests for service must be funded by a commensurate 
reduction in a project or service adopted as part of the original budget.  

5.28 Surplus funds are used to retire existing debt or negate the need for future planned 
debt unless a specific project is identified in the budget review to either address a 
legislative issue, meet a cost overrun, bring forward planned works from Council’s 
adopted Asset Management Plans or to meet a Council resolution.  

5.29 Any newly identified projects must be brought to Council as part of the annual budget 
process to ensure it is reviewed in line with all other submitted projects. 

6 Review 

6.1 The Policy will be reviewed each three years or as required by legislation. 

7 Access to the Policy 

7.1 The Policy is available for public inspection on Council’s website 
www.prospect.sa.gov.au and from Customer Service at the Civic Centre, 128 
Prospect Road, Prospect SA 5082. 

8 Further Information 

8.1 For further information about this policy please contact: 

Manager Financial Services 
City of Prospect 
128 Prospect Road 
Prospect SA 5082 
 
Ph 8269 5355 
Email  admin@prospect.sa.gov.au 
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AGENDA ITEM NO.: 10.6 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Fees and Charges Comparison – Eastern Region Alliance 
 
 

1. EXECUTIVE SUMMARY 

1.1 Council as part of the Eastern Region Alliance (ERA) has undertaken a comparison of 
the 2014-2015 Fees and Charges of Council. 

1.2 ERA engaged BRM Holdich to undertake the collection and comparison of the fees and 
charges charged by member Councils in order to develop a level of harmonisation of 
fees across member Councils as well as identify income opportunities utilised by other 
member Councils.  

1.3 As permission has not been received from both the author and member Councils we 
are unable to publicly distribute the final report received. 

2. RECOMMENDATION 

(1) Council notes the report on Fees and Charges comparisons between ERA 
Councils.  

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Local Government Act 1999 Section 123. 

3.2 Local Government (Financial Management) Regulations 2011. 

3.3 Core Strategy – Your Council – “Ensure Financial Sustainability”. 

4. COMMUNITY INVOLVEMENT 

4.1 There is no relevant community consultation requirement. The setting of the annual 
budget faces public consultation prior to adoption. 

5. DISCUSSION 

5.1 Council as part of the Eastern Region Alliance (ERA) has undertaken a comparison of 
the 2014-2015 Fees and Charges of Council. 
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5.2 ERA engaged BRM Holdich to undertake the collection and comparison of the fees and 
charges charged by member Councils in order to develop a level of harmonisation of 
fees across member Councils as well as identify income opportunities utilised by other 
member Councils.  

5.3 As permission has not been received from both the author and member Councils we 
are unable to publicly distribute the final report received. Where possible a comparison 
has been provided and Council names other than City of Prospect (COP) have been 
removed. 

5.4 Provided below is a list of comparative fees identified through the BRM Holdich report. 
Some member Councils provide additional services such as cemeteries, swimming 
pools and recreation centres which have been excluded due to City of Prospect not 
providing these services and thus not being relevant to our organisation.  

5.5 Fees and charges relevant to City of Prospect that were compared include: 
 Animal Registrations 
 Waste Management 
 Library and Administration 
 Traffic Management 
 Hall Hire 

5.6 Animal Registrations 

5.6.1 The Dog and Cat Management Act dictates a range within which charges can 
be made. As such there is a high level of consistency with the dog registration 
charges. 

Fee COP #1 #2 #3 #4 #5 #6 Avg 

Ordinary Dog Registration $65.00 $65.00 $60.00 $70.00 $63.00 $60.00 $55.00 $62.57 

Transfer of Registration $5.00 $5.00 $5.00 $5.00 $5.00 $6.00 $5.50 $5.29 

Replacement Tag $5.00 $5.50 $2.00 $5.00 $5.00 $5.50 $5.50 $4.79 

Impound Fee $77.40 $85.00  $50.00 $52.00 $77.40 $77.40 $69.87 

Public Holiday Impound $96.75       $96.75 

Daily Holding Fee  $25.00   $30.00 $25.00  $26.67 

 

5.6.2 Rebates (eg desexed, microchipped and trained) and Concessions for dog 
registrations are set by legislation making them equal to the ordinary dog 
registration in comparison. 

5.6.3 City of Prospect is comparable with other member Councils and will continue to 
set fees within the range directed by the Minister. Councils standard dog 
registration for 2015-2016 is $70.  

5.6.4 City of Prospect Impound fees are a direct charge from the Animal Welfare 
League who provides the Impound services on Councils behalf. Council does 
not make a profit on Impound fees.  
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5.7 Waste Management 

5.7.1 Waste collection is generally provided by two service providers across ERA 
member Councils. 

5.7.2 All member Councils collect waste bins as part of the general rate (ie a separate 
rate is not levied). 

5.7.3 Residents have the ability to request an additional bin for a nominal fee. 

Fee COP #1 #2 #3 #4 #5 #6 Avg 

Additional Garbage (140lt) $148.50 $118 $165 $123 $143 $122 $109 $132.64 

Additional Recycling (240lt) $148.50 $87 $0 $74 $94 $82 $66 $91.92 

Additional Green Organics (240lt) $148.50 $87 $85 $74 $36 $82  $85.42 

Kitchen Caddy  $8.50    $10  $9.25 

Roll of 100 Compostable Liners  $12    $8  $10 

Annual Service Charge – Annual 
Bin 

 $48      $48 

 

5.7.4 City of Prospect does not receive the income from additional bins with this 
charge being collected by the service provider.  

5.7.5 It is noted in the report that two other metropolitan Councils charge $99 and 
$69.55 respectively for additional waste bins, while interstate Councils can 
charge as much as $300 per bin. 

5.7.6 From the comparatives above it can be noted that other Councils are providing 
a reduced bin fee for recyclable and green waste bin services. The report 
comments on the intention of these Councils to entice households with 
additional waste to consider these more environmentally friendly services. 
Consideration to adopting this stance will be proposed in the 2016-2017 fees 
and charges. 

5.8 Library and Administration 

5.8.1 Libraries provide a range of services. These were not consistent across all 
Councils however where available, comparatives have been provided. 

Fee COP #1 #2 #3 #4 #5 #6 Avg 

Photocopying A4 (B&W) $0.20 $0.20 $0.20 $0.10 $0.15 $0.30 $0.20 $0.19 

Photocopying A4 (Colour) $1.20 $1.00 $1.30 $2.00 $1.00 $1.30 $2.10 $1.41 

Incoming Fax – per page $1.00 $1.50 $2.00 $1.00  $0.70 $1.00 $1.20 
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Outgoing Fax – per page $2.00 $1.50 $1.60 $1.00  $1.20 $1.50 $1.47 

Toy Library – Family Membership 
(Annual) 

$40.00 $40.00 $23.00   $41.00  $36.00 

Toy Library – Cleaning Fee per item  $5.00      $5.00 

Voters Roll – House of Assembly + 
Council  

 $55.00 $53.00  $89.00 $80.00   

Voters Roll – House of Assembly + 
Council per Ward 

$5.00 $22.00 $18.00 $16.50 $16.50 $18.00 $25.00  

Voters Roll – Administration Fee   $5.25      

 

5.8.2 Most comparative Councils receive income for training and programed services 
within their libraries. City of Prospect does not currently offer some of these 
programs and offers others free of charge within the digital hub as per the 
previous funding agreement with the Federal Government. The compared 
programs include: 

 Community Computing Courses (range $7.50 - $100 per course) 
 Special Children’s Programs (range $1 - $5) 
 Special Children’s Performances (range $8 - $10) 
 Adult Learning Classes (range $3.50 - $5) 

 
5.8.3 As the charge for the Voters Roll appears out of step with like Councils, this will 

be reviewed for 2016-2017. In a non-voting year, requests for this document are 
low. 
 

5.9 Outdoor Dining  

5.9.1 Outdoor dining charges observed differing costing and pricing models which are 
expected to be reflective of Councils appetite to support this activity. 

Fee COP #1 #2 #3 #4 #5 #6 Avg 

Admin Fee $50 $32.80 $100 $50  $61.50  $58.86 

Defined Retail Precincts with Liquor 
(per Square Meter) 

$75   $105  $93.60  $84.65 

Defined Retail Precincts without 
Liquor (per Square Meter) 

$75 $37.30  $69.50  $49.40  $50.55 

5.9.2 In setting the fees for 2015-2016, Council revised the square metre to 
incorporate a tiered charge based on activities. The fees for 2015-2016 are: 

 Tables and Chairs (café’s/restaurants) $20 per square meter 
 Display of Goods (shops) $20 per square meter 
 Nightclubs/Licenced Premises $75 per queue 
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5.10 Traffic Management 

5.10.1 Traffic management services undertaken by Councils provide better amenity of 
access for residents to their own properties. 

5.10.2 Infringements are statutory charges and set by the state government. As a 
result these are consistent across all Councils.   

Fee COP #1 #2 #3 #4 #5 #6 Avg 

Residential Parking Permit in 
Excess of Policy Limit (Annual) 

$100   $50  $54 $50 $63.50 

Second Permit $100   $100    $100 

Replacement Permit   $5 $10  $6.20 $10 $7.80 

Impounded Vehicle Admin Charge   $90  $30   $60 

Impounded Vehicle Storage (per 
Day) 

$15    $5.50 $8 $50 $19.63 

Impounding before Advert $125 $300 $250  $70 $151 $150 $174.33 

Impounding Advertisement At Cost $160 $400  $100   $250 

Road Closures 
$772 

$102-
205 

   $1,965 $150  

 

5.10.3 Council has closely considered its road closure charge in order to help support 
the community to actively create a community focus through the use of street 
parties. The fee was revised to $515 for 2015-2016 with staff requested to 
develop a policy for helping support these activities. Unfortunately the cost to 
Council of closing roads with the associated notification to emergency services 
and public advertising requirements is more reflective of the $772 fee.   

5.11 Hall hire and access 

5.11.1 Understandably, hall hire was not compared in the process as the fees generally 
were reflective of the level of services and size of the premises available. 

5.11.2 The report only went as far as to present the community facilities income as a 
percentage of total income. This comparison was as follows: 

Fee COP #1 #2 #3 #4 #5 #6 

Community Facilities % of Income 1.0% 0.8% 0.3% 1.3% 1.0% 1.6% 0.0% 

 

5.11.3 It was noted in the report that Prospect had a particularly complicated fee 
breakdown dependent upon the amount of equipment used i.e. Projection, 
microphone, lighting, etc. Many other Councils made this equipment available 
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under an umbrella charge of “audio visual” and necessary equipment was 
identified in the booking process. This will be considered and addressed in the 
fees and charges for 2016-2017. 

5.12 While fees and charges generate an obvious income source for Councils, they are also 
used to direct behaviours within the community. Some services Councils are required 
to provide but are either not warranted or largely unsupported. As an example, Council 
is not in the business of providing the services of photocopying and printing to the 
wider public, nor does it wish to take from the local providers that do so. As a result, 
associated charges are set at a premium compared to specialists within our community 
who also provide this service.  

5.13 Likewise, fees and charges can be used to entice positive behaviours such as the use 
of recycling bins over landfill waste. These semi political factors are also considered as 
part of the setting of fees and charges. 

5.14 In the setting of fees and charges Council is always mindful of its direct costs related to 
providing a service. This mindset ensures a minimal reliance on Rate income to 
provide these services.  

 

ATTACHMENTS 

Nil. 
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AGENDA ITEM NO.: 10.7 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Periodic Review of Key Financial Indicator Targets 
 
 

1. EXECUTIVE SUMMARY 

1.1 Preparation for the annual revision of the Long Term Financial Plan and Annual Budget 
2016-2017 has now commenced. As a first step in this process, Council should revisit 
its Key Performance Indicators (KPI) and set targets. 

1.2 The calculation method, suggested targets and explanations have been provided by 
the Local Government Association (LGA) via Financial Sustainability Information Paper 
9 (refer Attachments 1-10). This document was reviewed by the LGA and the SA 
Local Government Financial Managers Group (FMG) in May 2015. The document 
recommends setting target ranges for three (3) financial KPI’s. These are; 

 Operating Surplus Ratio; 

 Net Financial Liabilities Ratio; 

 Asset Sustainability Ratio. 

All three KPI’s are a mandatory reporting requirement of the Model Financial 
Statements used in Council’s Financial Reporting. 

1.3 In the May 2015 review of the Information Paper, and subsequent adoption by the 
Minister of the Model Financial Statements, the calculation method has been changed 
for the Operating Surplus Ratio. The ratio is now based on total operating income 
rather than just rates income.  

1.4 No change is proposed from the targets used in the Annual Business Plan 2015-2016, 
however it should be noted that the change in calculation will lead to a higher operating 
surplus in order to achieve the target (refer 5.6). 
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2. RECOMMENDATION 

The following key performance indicators in preparation for the Long Term 
Financial Plan and 2016-2017 Budget be adopted. 

(1) Operating Surplus Ratio 2% - 5% 

(2) Net Financial Liabilities Ratio 10% - 50% 

(3) Asset Sustainability Ratio 100% - 120% 

      OR 

The following key performance indicators in preparation for the Long Term 
Financial Plan and 2016-2017 Budget be adopted. 

(1) Operating Surplus Ratio 1% - 3% 

(2) Net Financial Liabilities Ratio 10% - 50% 

(3) Asset Sustainability Ratio 100% - 120% 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Australian Accounting Standards. 

3.2 Accounting Policies and Procedural Manual. 

3.3 Local Government (Financial Management) Regulations 2011. 

3.4 Local Government Association Financial Sustainability Information Paper 9 (Financial 
Indicators). 

4. COMMUNITY INVOLVEMENT 

4.1 Community involvement regarding this item is not required; however consultation will 
be required on the Draft 2016-2017 Annual Business Plan and Budget which will be 
framed on these targets. 

5. DISCUSSION 

5.1 Preparation for the annual revision of the Long Term Financial Plan and Annual Budget 
2015-2016 has now commenced. As a first step in this process, Council should revisit 
its Key Performance Indicators (KPI) and set targets. 
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5.2 The calculation method, suggested targets and explanations have been provided by 
the Local Government Association (LGA) via Financial Sustainability Information Paper 
9 (refer Attachments 1-10). This document was reviewed by the LGA and the SA 
Local Government Financial Managers Group (FMG) in May 2015. The document 
recommends setting target ranges for three (3) financial KPI’s. These are; 

 Operating Surplus Ratio; 

 Net Financial Liabilities Ratio; 

 Asset Sustainability Ratio. 

All three KPI’s are a mandatory reporting requirement of the Model Financial 
Statements used in Council’s Financial Reporting. 

5.3 Council’s current KPI’s were reported in its Annual Business Plan 2015-2016. The 
existing targets were used in reporting the Long Term Financial Plan (LTFP), also 
included in the Annual Business Plan 2015-2016. These targets are presented utilising 
the old calculation method. The extract below from the Annual Business Plan 2015-
2016 highlights in pink, indicators that are outside Council’s current target ranges; 

 

5.4 Since adoption, Council has increased the commitment to replace the Thomas Street 
Centre from $5m to $8m. This increase will be reflected in the next revision of the LTFP 
and is not included in the above dashboard.  

Operating Surplus 

5.5 The operating surplus is designed to demonstrate Council’s control of its total revenue 
source and how it varies from its operating expenses. 

5.6 During the latest review of information paper 9, this calculation method was amended 
to include total operating income, instead of just rate income. 

5.7 Council currently has a target range of 2% - 5% previously driven by a target surplus of 
$250k - $650k. The revised calculation method will result in the 2% - 5% target 
requiring an operating surplus of $425k - $1.06m, based on the 2015-2016 original 
budget. 

5.8 Alternatively, should Council wish to retain a target range of approximately $250k - 
$650k, based on the 2015-2016 original budget, the operating surplus ratio will need to 
be reset to a target of 1% - 3%. 
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5.9 The current LTFP reports the average operating surplus across the whole plan (10 
years) of 0.52% which is below the target range. The target is currently projected to be 
achieved or exceeded in 5 of the 10 years. 

Net Financial Liabilities 

5.10 The net financial liabilities demonstrate Council’s net debt as a percentage of its 
operating revenue. 

5.11 Council currently has a target range of 10 – 50%. 

5.12 The net financial liabilities have been reducing in recent years with Council repaying 
existing debt and not needing to draw down on new loans. 

5.13 Although borrowings are proposed in the current LTFP, the target is expected to be 
achieved in 7 of the 10 years (including one which is positively below the target). The 
significant borrowings included in the plan are to achieve the completion of a 
replacement for the Thomas Street Centre and undergrounding of powerlines on 
Prospect Road (PLEC). As highlighted above, Council has increased its commitment to 
this project by $3m. Borrowings will need to be increased by $3m to fund the extension 
of this commitment.  

5.14 Council has previously raised concern at the misrepresentation of this indicator as a 
large portion of Council’s current borrowings are reimbursed by a third party. As the 
model statements cannot be amended this will not change for external reporting. 
Internal (including Elected Members’) management reporting will now include both the 
model statements calculation method and a second KPI adjusted to remove the 
secured loan. 

Asset Sustainability Ratio 

5.15 The asset sustainability ratio demonstrates Council’s investment into the replacement 
and renewal of its existing Asset Stock. 

5.16 Council currently operates a target range of 100% – 120%. 

5.17 The ratio measures Council’s actual spend against the twenty year average of its 
required spend as identified in the Infrastructure Asset Management Plans (IAMP). 
This target spend is identified in order to ensure Council’s infrastructure assets are 
maintained to a desired level of service. 

5.18 With large investments required in 2016-2017, 2020-2021 and 2024-2025, Council will 
almost achieve its current target across the LTFP. The projected average in the Annual 
Business Plan 2014-2015 is 98% 

 

ATTACHMENTS 

Attachments 1-10: Local Government Association – Information Paper 9 – Financial 
Indicators 
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LGA ‘Financial Sustainability’ Information Paper No. 9: Financial Indicators 
- Revised May 2015 

 

  
Page 2 

 

ECM 626413 LGA Financial Sustainability Program – www.lga.sa.gov.au/FSP 
 

Introduction 
 
This Information Paper is one of a series of Information Papers about Financial Sustainability 
and Financial Governance in Local Government. 
 
The series of Information Papers was originally published in 2006 to 2011 as part of the 
Financial Sustainability Program. The history of that program and a complete list of 
Information Papers and other resources, including a glossary of terms and abbreviations, is 
provided on the LGA‟s “Financial Sustainability” web page: www.lga.sa.gov.au/FSP.  
 
The entire series of Papers was revised in early 2012, and again in early 2015 to take 
account of legislative changes and other developments. These Papers are addressed to, and 
written primarily for the benefit of Council Members and staff, but they are also available as a 
resource for the general public and students of Local Government.  
 
This Information Paper combines what were originally published as two separate Information 
Papers: 

 No 9 – Local Government Financial Indicators; and 
 No 12 – Targets for Local Government Financial Indicators. 

 
The previous Information Paper No. 12 was discontinued in 2012 and its contents were 
merged into this Information Paper.  
 
Financial Indicators – background 
 
Financial statements, prepared under Australian Accounting Standards, contain a wealth of 
information. Unfortunately their detail and format often mean it is hard for people without 
specific training (like accountants and auditors) to readily ascertain an entity‟s financial health 
and performance from this data. As a consequence, financial indicators and associated 
targets have been developed both in the public and private sectors to assist organisations 
and others who are interested in an entity‟s financial performance, to understand the 
messages that its financial statements contain. 
 
For example, the South Australian Government sets targets for its key financial indicators to 
guide revenue and expenditure decisions and overall budget strategies. Corporate boards in 
both the public and private sectors do the same. Many of these people are not finance 
experts but they can readily ascertain the financial health of their organisations and the 
impact of decisions under consideration by reference to simple financial indicators. 
 
The 2005 Independent Inquiry into the Financial Sustainability of Local Government 
recommended greater use of financial indicators by Councils. This prompted considerable 
work, much led by the SA Local Government Financial Management Group (SALGFMG) to 
develop and subsequently review a set of standardised financial indicators applicable to all 
Councils. More recently, with encouragement by the Australian Centre of Excellence for 
Local Government (ACELG), all jurisdictions in Australia have agreed, in principle, to adopt 
three nationally consistent financial indicators. 
 
Going forward, the LGA is confident that the three indicators described in this paper will be 
agreed by all jurisdictions. The only change required for South Australian Councils is the 
existing denominator of the operating surplus ratio. 
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This paper promotes an approach whereby each Council would determine locally appropriate 
targets or target ranges for each indicator. Reporting actual results against targets helps the 
public assess the degree of accomplishment of a Council‟s objectives. If reported alone, 
indicators do not provide a basis or context for assessing performance. 
 
The use of these financial indicators and associated targets determined by a Council are 
intended to act like a road map to assist Council Members and senior staff to steer their 
Council‟s financial performance and sustainability (and to enable the public to judge their 
success). 
 
 
What does legislation require? 

 
The Local Government (Financial Management) Regulations 2011 require a Council to use 
three specific indicators: 

 an operating surplus ratio;  
 a net financial liabilities ratio; and 
 an asset sustainability ratio; 

in the Council‟s: 
 long-term financial plan;1 
 annual budget;2; 
 mid-year review of the annual budget.3; and 
 report on annual financial results4 

 
The Regulations also require a Council‟s long-term financial plan to include target ranges 
adopted by the Council for each indicator.5 
 
In these documents, Councils effectively are required to evaluate past performance and 
project the future impact of strategies under consideration against financial indicators. 
 
Section 122(1)(d) of the Local Government Act 1999 (the Act) requires a Council when 
preparing and adopting its strategic management plans to “state the measures (financial and 
non-financial) that are to be used to monitor and assess the performance of the council over 
the relevant period”. 
 

                                                           
1  Local Government (Financial Management) Regulations 2011 Regulation 5(1)(c) 
2  Local Government (Financial Management) Regulations 2011 Regulation 7(d) 
3  Local Government (Financial Management) Regulations 2011 Regulation 9(2) 
4
  Local Government (Financial Management) Regulations 2011 Regulation 10 (2) 

5
  Local Government (Financial Management) Regulations 2011 Regulation 5(1)(c) 
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SA Local Government Financial Indicators 
 
Most Councils have used and reported on various financial indicators over many years but 
until the 2005 Independent Inquiry Into Local Government Financial Sustainability (“the 
Inquiry”) no consistent approach had evolved. Some commonly used indicators were 
developed during the cash accounting6 era, or have been drawn from what is used in the 
corporate sector, and are less relevant in an accrual accounting7 and Local Government 
environment. Councils have often also used a large number of indicators and the myriad of 
data generated has not necessarily helped to clarify focus on key issues concerning their 
financial performance and position. 
 
The LGA‟s General Meeting in 2007 endorsed the sector-wide use of a consistent set of 
seven financial indicators, which many Councils then adopted. Several years later, informed 
by a comprehensive review by the SALGFMG, it was agreed to focus on only three key 
financial indicators. Reporting on a smaller rather than a larger number of indicators helps 
decision-makers and stakeholders more readily focus on and comprehend key outcomes and 
implications. 
 
Although the indicators provide a robust ready assessment of financial performance and 
sustainability, they need to be interpreted in the context of a Council‟s operating 
environment. They do not replace the need for sound judgement. It is particularly important 
to consider trend data, both historic and that projected from a Council‟s long-term financial 
plan in decision-making and in reviewing financial performance. Looking at one year‟s data 
or in movements between two or even three years in isolation could lead to misleading 
conclusions. 
 
For each of its Annual General Meetings, the LGA assembles an update report providing the 
latest values, history and comparisons of the three indicators for the Local Government 
sector as a whole.8 
 

                                                           
6  Cash accounting recognises events as having occurred only when payments are made or received. 
7  Accrual accounting recognises revenues when they are earned and expenses as they are incurred. 
8
  See, for example, the latest Financial Indicators report available at http://www.lga.sa.gov.au/FSP 
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Indicator 1: Operating Surplus Ratio 

   (By what percentage does the operating income vary from operating expenses?) 
 
An operating surplus (or deficit) arises when operating income exceeds (or is less than) 
operating expenses for a period (usually a year). Just like any household or other 
organisation, a Council‟s long-term financial sustainability is dependant upon ensuring that, 
on average over time, its expenses are less than associated income. In essence this requires 
current day citizens to fully meet the cost of services provided for them by their Council. 
 
If a Council is not generating an operating surplus in most periods, then it is unlikely to be 
operating sustainably. It means that the cost of services provided to the community exceeds 
income generated. The change of an operating deficit into a operating surplus can occur only 
by ensuring in future that income is increasing and/or that expenses are reduced (at least 
relative to income increases, either by reducing service levels or improving productivity). 
 
If a Council was operating with a significant deficit over several years and its strategic 
management and long-term financial plans did not provide clear proposals for this to be 
turned around then it would be inevitable that the Council would face major financial shocks 
in the future. The Council effectively would be in the same position as an individual or family 
living beyond their means. Sooner or later they would be caught by the consequences. For a 
Council the problem would likely come to a head when existing major assets failed. The 
Council would then need to choose between large rate rises or not replacing assets thereby 
effectively lowering its standards of service to its community. 
 
The operating surplus ratio is the operating surplus (deficit) expressed as a percentage of 
operating income. 
 
A positive ratio indicates the percentage of operating income available to help fund proposed 
capital expenditure. If the relevant amount is not required for this purpose in a particular year, 
it can be held for future capital expenditure needs by either increasing financial assets or 
preferably, where possible, reducing debt in the meantime. 
 
A negative ratio indicates the percentage increase in operating income or the approximate 
decrease in operating expenses required to achieve a break-even operating result. 
 
When preparing budgets, budget reviews and long-term financial plans, some Councils may 
choose to calculate an operating surplus ratio over a rolling three or five year period, in 
addition to showing the ratio calculated on the standard annual basis. For annual financial 
statements, as a minimum, data for the reporting year would be reported. This would at least 
ensure consistency among all Councils and enable the LGA to continue to publish annual 
sector-wide information on financial indicators. 
 
This indicator is by far the most important financial indicator for Councils. If a Council 
consistently achieves a modest positive operating surplus ratio, and has soundly based 
projections showing that it can continue to do so in future, having regard to asset 
management and its community‟s service level needs, then it is financially sustainable. 
Favourable trend results measured against the other financial indicators described below will 
assist, but not in themselves ensure, that a Council operates sustainably. 
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Rationale 
 
The setting of a lower target would be hard to justify. A negative operating surplus ratio target 
(i.e. where a Council is incurring an operating deficit) might be appropriate in the short-term 
to cater for fluctuations that occur in the normal course of business in the timing of 
substantial income and/or expenses or if a Council‟s community was widely and significantly 
adversely affected by economic conditions. Similarly an annually diminishing negative 
operating surplus ratio target might be an appropriate „roadmap‟ to progressively achieve 
financial sustainability for a Council that had previously incurred large operating deficits. 
 
Targeting a negative operating surplus ratio over a long-term could be justified only if the 
Council and its community had worked out, and accepted, where this course would lead 
them. That is, that the Council‟s stock of assets, net of liabilities, would progressively decline 
in value and that the Council would increasingly over time be unable to fund required 
rehabilitation or replacement of assets. This would not normally be acceptable but may be, 
for example, in cases where there has been very significant demographic or service 
preference change over time and some assets are not intended to be replaced at the end of 
their economic life. 
 
Should a Council wish to target a very large operating surplus ratio it needs to be equally 
clear about, and articulate, its reasons for doing so.  This course of action would mean that 
the Council would be setting rates and/or other fees and charges at levels well in excess of 
its operating expenses. Accordingly, careful consideration needs to be given to the impact of 
large operating surpluses on intergenerational equity.  There may nevertheless be 
compelling reasons for such a strategy. For example the Council may have run significant 
operating deficits in the past and have impending major asset replacement needs in excess of a 
prudent borrowing level.  The Council might wish to build up financial assets or reduce existing 
liabilities to help it, in the future, finance this impending need.  Another example may be that a 
Council expects relatively consistent capital expenditure on new and upgraded assets over an 
extended period and has decided that it is appropriate to finance some of that capital expenditure 
from operating surpluses.  
 
The setting of an appropriate target range for the operating surplus ratio is the most 
important financial decision that a Council must make. It is essential that the elected Council 
and staff involved in making this decision are provided with sufficient information and training 
to fully understand all relevant issues and implications.  
 
Like targets determined locally for other indicators described in this paper, a Council should 
set targets, or preferably target ranges, for its operating surplus ratio for each year of its 
long-term financial plan. 
 
Again at their option, some Councils may also prefer to establish targets for this ratio in their 
budgets and long-term financial plans over a rolling three or five year period. 

Generally suggested target range for Indicator 1: Operating Surplus Ratio: 
To achieve, on average over time, an operating surplus ratio of between 0% and 10% 
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Indicator 2: Net Financial Liabilities Ratio 

   (How significant is the net amount owed to others, compared with operating 
income?)  

 
Net financial liabilities equals total liabilities less financial assets (excluding equity accounted 
investments in Council businesses). 
 
Often too much focus is placed on the level of a Council‟s borrowings. This number has little 
meaning without also considering the Council‟s available financial assets and other liabilities. 
It would make no sense for individuals, in assessing their financial positions, to look at one 
pile of bills and ignore others and disregard how much money they have in the bank. The 
same holds true for Councils.9  
 
Net financial liabilities is a broader and more appropriate measure of indebtedness than the 
level of borrowings, because it includes items such as employee long-service leave 
entitlements and other amounts payable in future as well as taking account of a Council‟s 
cash holdings and invested monies. 
 
Before considering an increase in its indebtedness, a Council needs to recognise that 
interest associated with borrowings will impact negatively on its operating result. However 
Councils with significant asset rehabilitation and replacement backlogs may find that their 
financial sustainability is improved if they raise borrowings to finance the works needed to 
address these backlogs. I.e. if the operational savings achieved from addressing these 
backlogs exceed the additional interest costs resulting from the borrowings raised, financial 
sustainability would be improved. For example, it may be a financially better option for a 
Council to borrow money to undertake the reseal of a deteriorating road sooner than 
originally planned and thus avoid having to fully reconstruct the road within a few years at a 
cost two or three times the cost of the timely reseal.   
 
The net financial liabilities ratio is calculated by expressing net financial liabilities at the 
end of a financial year as a percentage of operating income for the year. If the ratio falls, over 
time, this indicates that the Council‟s capacity to meet its financial obligations from operating 
income is strengthening. 
 
An increase in the net financial liabilities ratio will sometimes mean that a Council is incurring 
higher operating expenses (e.g. as a result of additional maintenance and depreciation costs 
associated with purchasing new assets). This will detract from the Council‟s overall operating 
result. Nevertheless a Council with a healthy operating surplus could quite appropriately 
decide to allow its net financial liabilities ratio to increase in order to provide additional 
services to its community through acquisition of additional assets without detracting from its 
financial sustainability. 
 
There is no optimal single number or even narrow range for this indicator. What is important 
is that a Council understands and is comfortable with its ratio and that it has been 
determined based on future community needs and long-term financial sustainability. 

                                                           
9
  For more detailed discussion of this issue and other debt related matters highlighted elsewhere in 

this paper, refer to the LGA Financial Sustainability Information Paper No. 10 - Debt at 
www.lga.sa.gov.au/FSP 
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Rationale 
 
There is no right or wrong target range for the net financial liabilities ratio. Different Councils 
(or the same Council at different points of time in its long-term financial plan) could 
appropriately have very different target ranges and each could be equally responsible and 
financially sustainable, depending upon their circumstances. A target range should be set by 
a Council having regard to the target for its operating surplus ratio and the needs that are 
identified in its long-term financial plan and its infrastructure and asset management plan.  
 
The target ratio should normally be (especially over the medium to longer–term) greater than 
zero. If not, that is likely to imply that a Council places a higher priority on accumulating 
financial assets than applying funds generated from ratepayers to the provision of services 
including infrastructure renewal. 
 
It is suggested that in normal circumstances the target ceiling for a net financial liabilities 
ratio be generally no more than 100% of operating income to ensure the ratio remains within 
conventionally prudent limits. However, a well-managed Council committed to sound 
financial strategies (particularly during a time of significant development) could comfortably 
allow a higher net financial liabilities ratio. Also, while any target ratio should effectively 
provide a guide to influence income and expenditure decisions and to constrain borrowing, it 
would make sense to borrow to fund the replacement of an asset at the end of its „economic 
life‟ if funds were not available from other sources (and assuming that existing service levels 
were considered affordable). 
 
All other things being equal, a Council that provides Community Wastewater Management 
System (CWMS) services is likely to need to have a higher level of net financial liabilities, as 
a result of financing needs associated with CWMS asset provision, relative to a Council that 
does not provide such services. This should not cause concern, because a CWMS has a 
separate associated income stream and associated rates or charges should be based on 
recovering full costs.  A Council with a CWMS could choose to also establish a net financial 
liabilities ratio target exclusive of operating income and net financial liabilities associated with 
CWMS activity and report its performance against same.  
 
If a Council has not yet fully researched its likely medium to longer-term asset rehabilitation 
and replacement needs, it may be appropriate to set a more modest ceiling until this 
information is available and its funding implications assessed. 
 
The breadth of the suggested range highlights the considerable discretion associated with 
sound management of net financial liabilities. What is important is that a Council understands 
and is comfortable with its ratio and that it has been determined based on future community 
needs and long-term financial sustainability. 
 
 

Generally suggested target range for Indicator 2: Net Financial Liabilities Ratio: 
Net financial liabilities ratio is between zero and 100% of total operating income, but possibly 

higher in some circumstances. 
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Indicator 3: Asset Sustainability Ratio10 
     (Are assets being renewed and replaced in an optimal way?) 
 
This ratio indicates the extent to which existing non-financial assets are being renewed and 
replaced, compared with the asset renewal and replacement expenditure identified as 
warranted in a Council‟s infrastructure and asset management plan (I&AMP). It is calculated 
by measuring capital expenditure on renewal or replacement of assets for a period, divided 
by the optimal level of such expenditure proposed in a Council‟s I&AMP. 
 
At their option, some Councils may choose to calculate their asset sustainability ratio in 
budgets, budget reviews and long-term financial plans over a rolling three or five year period, 
in addition to showing the ratio calculated on the standard basis. For annual financial 
statements, at a minimum, data for the reporting year would be reported. This would at least 
ensure consistency among all Councils and enable the LGA to continue to publish annual 
sector-wide information on financial indicators. 
 
If capital expenditure on renewing or replacing existing assets is at a  level consisted with 
proposed in a soundly prepared I&AMP that is based on long-run affordable service levels, 
then it is likely that a Council is reasonably optimising timing of asset renewal activity.  Any 
material underspending on renewal and replacement over the medium term is likely to 
adversely impact on the cost-effective achievement of preferred, affordable service levels 
and could potentially progressively undermine a Council‟s financial sustainability. For 
example, additional maintenance costs associated with assets that have exceeded their 
economic life might be higher than costs that would be associated with renewal or 
replacement. Eventually a Council will be confronted with failed assets, and potentially 
significant renewal and replacement expenditure needs that cannot be accommodated 
without sudden large rate increases. 
 
 
 
 
 
 
 
 
 
Rationale 
 
Achievement of the suggested target would mean that a Council was reasonably optimising 
the timing of capital outlays on the renewal/replacement of assets (for its specified and 
preferred level of service from assets). 
 
Failure to achieve the target would most likely mean that a Council was not optimising its 
financial sustainability and in order to do so may need to consider revising service levels.  
 
Again at their option, some Councils may prefer to establish targets for this ratio in their 
budgets and long-term financial plans over a rolling three or five year period, in addition to 
showing targets on the standard basis. 

                                                           
10 As part of the ACELG initiative to encourage three nationally consistent financial indicators, the 
name of the ‘Asset Sustainability Ratio’ might change in the future to ‘Asset Renewal Funding Ratio’.  
Any such change would need to be reflected in a corresponding change to the Regulations. 

Suggested target for Indicator 3: Asset Sustainability Ratio 

Capital outlays on renewing/replacing assets are greater than 90% but less than 110% of the 
level proposed in the Infrastructure and Asset Management Plan (I&AMP). 
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What are the issues for Councils? 
 
Councils should review their past practices in relation to the use of financial indicators. All 
Councils are encouraged to use the financial indicators recommended in this paper to guide 
future decision-making. 
 
Every Council also should consider setting target ranges for aspired performance against 
these indicators and consider whether any of its policies warrant subsequent revision (e.g. 
policies on rating, and service levels11). 
 
A Council‟s long-term financial plan should highlight projected performance using these 
indicators and include targets for each year of the plan. Where targeted performance is not 
being achieved, the plan should be restructured with incremental targets set based on a 
strategy of progressive improvement and achievement of appropriate ongoing targets by a 
reasonable point in time in future. The annual budget also should disclose projected 
performance using these financial indicators and associated targets established by the 
Council.  
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AGENDA ITEM NO.: 10.8 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Kerry Loughhead, Manager Governance & Administration 
 
SUBJECT: Employee Conflict of Interest Policy 
 
 

1. EXECUTIVE SUMMARY 

1.1 At the March 2015 Audit Committee Meeting, it was recommended: 

“Council consider the development of Conflict of Interest Policy to aid procurement, 
investment, development assessment and other Council decision making paths.” 

1.2 The Draft Employee Conflict of Interest Policy (the Draft Policy) is provided at 
Attachments 1 – 9. 

1.3 A list of Prescribed Officers has been included in the Draft Policy. 

1.4 Positions which have the potential to be nominated as Prescribed Officers are those 
which have a significant level of exposure to possible conflicts of interest. 

1.5 The Draft Policy has been reviewed by selected (relevant) staff.  All feedback has been 
incorporated into the Draft Policy. 

1.6 The Audit Committee reviewed the Draft Policy at its meeting held on 2 November 
2015 and suggested some changes.  Mr Barry Smith has suggested further 
improvements and all changes are highlighted as tracked changes in the attached Draft 
Policy. 

2. RECOMMENDATION 

(1) The Employee Conflict of Interest Policy as provided at Attachments 1 – 9 
to this agenda item, be adopted. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Core Strategy 5 – Your Council. 

5.7 Provide efficient and effective services using the most appropriate service 
delivery model and technology. 

4. COMMUNITY INVOLVEMENT 

4.1 Not applicable for this item. 
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5. DISCUSSION 

5.1 At the March 2015 Audit Committee Meeting, it was recommended: 

“Council consider the development of Conflict of Interest Policy to aid procurement, 
investment, development assessment and other Council decision making paths.” 

5.2 This recommendation was approved by Council on 24 March 2015. 

5.3 The Draft Employee Conflict of Interest Policy (the Draft Policy) is provided at 
Attachments 1 – 9. 

5.4 The Audit Committee reviewed the first version of the Draft Policy at its meeting held 
on 2 November 2015 and suggested some changes.  Mr Barry Smith has suggested 
further improvements and all changes are highlighted as tracked changes in the 
attached Draft Policy. 

5.5 All public officers are expected to manage their private interests in a way that 
preserves public confidence in their own integrity and of the council. 

5.6 The Draft Policy is aimed at assisting employees and contractors in their decision 
making role within Council.  

5.7 Section 120(8) of the Local Government Act 1999 prescribes In this section, employee 
of a council includes a consultant engaged by the council; and a person working for the 
council on a temporary basis. 

Prescribed Officers 

5.8 Section 116 of the Act provides the Chief Executive Officer (CEO) must maintain a 
Staff Register of Interests that applies to nominated Council officers. 

5.9 Section 111 of the Act states this Register will automatically apply to the CEO and any 
other officers as determined by Council (Prescribed Officers). 

5.10 A list of Prescribed Officers has been included in the Draft Policy. 

5.11 Prescribed Officers must complete a Primary Return within 30 days of appointment to 
Council or at the time they are designated as a Prescribed Officer. Thereafter, all 
Prescribed Officers must submit an Ordinary Return on an annual basis - within 60 
days after 30 June of each year. 

5.12 The CEO must submit a return to the Principal Member. All other Prescribed Officers 
must submit their return to the CEO. 

5.13 Positions which have the potential to be nominated as Prescribed Officers are those 
which have a significant level of exposure to possible conflicts of interest and/or duty. 

5.14 The criteria which is used to determine such positions relates to the level of authority 
to: 

 make or influence decisions; 

 influence, approve or amend development applications; 

 purchase or influence the procurement / purchase of goods and services; 
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 make or influence decisions related to external contracts. 

5.15 In addition to the Directors, it is recommended all officers who have a direct reporting 
relationship to a Director should be Prescribed Officers. 

5.16 Due to the authority delegated to Building and Planning Officers, it is recommended all 
Building and Planning Officers also be Prescribed Officers. 

5.17 The Rates Officer has also been included on the list due to the extensive access to the 
property records. 

5.18 Any officer acting in a position which is designated as a Prescribed Officer should also 
be required to submit a Staff Register of Interests return.  

5.19 The Staff Register of Interests is a confidential document. It is not available for public 
inspection. Elected Members may lodge a request with the CEO to inspect the 
Register. 

5.20 Inappropriate disclosure of information contained in the Register can incur a penalty of 
up to $10,000. 

5.21 The Draft Policy has been reviewed by selected (relevant) staff.  All feedback has been 
incorporated into the Draft Policy. 

 

ATTACHMENTS 

Attachments 1-9: Draft Employee Conflict of Interest Policy 
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CITY OF PROSPECT: Staff Conflict of Interest Policy 1 

Reference Number: CR15/20577 

Type: Council Policy 

Responsible Director: Director Corporate Services 

Responsible Officer (s): Manager Governance & Administration 

Initial Adopted Date: Council - xxxxxxx 

Last Review Date: xxxxxx 2015 

Next Review Date: xxxxxx 2017 
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CITY OF PROSPECT: Staff Conflict of Interest Policy 3 

1 Purpose 

1.1 The Employee Conflict of Interest Policy (the Policy) will guide how Council 
employees, delegates, contractors and consultants are to address and manage 
actual, potential or perceived conflicts of interest when making decisions or 
influencing decisions made on behalf of Council. 

2 Definitions 

2.1 Employee – all staff, including consultants engaged by council and any person 
working for Council on a temporary basis, whether employed or contracted, paid or 
unpaid. 

2.2 Non-profit association – means a body (whether corporate or un-incorporate) that 
does not have as its principal object or one of its principal objects the carrying on of a 
trade or the making of a profit; and that is so constituted that its profits (if any) must be 
applied towards the purposes for which it is established and may not be distributed to 
its members, and includes the LGA. 

3 Scope 

3.1 The Policy applies to all employees of Council. 

4 Legislative and Corporate Requirements 

4.1 Local Government Act 1999, Chapter 7, Divisions 2 & 3. 

4.2 Independent Commissioner Against Corruption Act 2012. 

4.3 The Policy is to be read and implemented in conjunction with Council’s other relevant 
policies, strategies and documents, including: 

4.3.1 Code of Conduct for Council Employees, in particular Section 11 ‘Conflicts of 
Interest’. 

5 Statement 

5.1 City of Prospect supports an open, transparent and accountable public administration 
with a commitment to ethical decision making. Council acknowledges that for effective 
governance, full disclosure of actual or perceived conflicts of interests is required. In 
turn, it is important that all conflicts of interests are disclosed promptly and fully so as 
to prevent bias in decision making and also to remove the appearance of bias in 
decision making. 

5.2 The Policy outlines Council’s expectations regarding conflict of interest matters and 
aim to: 

5.2.1 Ensure all Council employees are aware of the duty to make decisions free 
of bias and carry out their official duties to a high ethical standard 

5.2.2 Remove any perception of bias 

5.2.3 Maintain appropriate records of declared conflict of interest At
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CITY OF PROSPECT: Staff Conflict of Interest Policy 4 

5.2.4 Ensure that public confidence in Council is maintained 

5.2.5 Ensure compliance with the Code of Conduct for Council Employees 

5.2.6 Ensure compliance with the Local Government Act 1999, Section 120 

5.3 The Policy reaffirms Council’s commitment to ethical decision making and also assists 
in preventing maladministration and corrupt conduct in Council business. 

6 Application of Policy  

6.1 Council will maintain a conflict of interest register to record and manage conflicts of 
interest as disclosed by Council employees, contractors and consultants. 

6.2 The Director Corporate Services will be responsible for the conflict of interest register. 

6.3 For all declared conflicts of interest, a record must be kept regarding the decision 
made in managing the conflict e.g. the person no longer has any involvement in the 
matter. 

6.4 Council will include the Policy in the staff induction processes and regularly undertake 
a program of educating staff regarding the need to manage conflicts of interest. 

7 Implementation 

Conflicts of Interest – Types and considerations 
 
7.1 A conflict of interest may arise when employees, in the course of their public duty, are 

influenced or are seen to be influenced, by their private interests. For the purpose of 
defining a conflict of interest, a private interest can also include those of family, friends 
or associates. 

7.2 There are three types of conflicts of interest: 

7.2.1 Actual conflict of interest: involves a direct conflict between a staff 
member’s current duties and responsibilities and their existing private 
interests. In situations where the private interest actually motivates or 
influences the partial exercise of public duty, the conflict of interest can lead to 
corruption. 

7.2.2 Perceived conflict of interest: is where it could be perceived by others that a 
staff member’s private interests could improperly influence the performance of 
their public duties – whether or not this is the case. 

7.2.3 Potential conflict of interest: arises when a staff member has private 
interests that could interfere with their official duties in the future. 

7.3 Conflicts of interest can also be classified into two categories being pecuniary and 
non-pecuniary. 

7.3.1 A pecuniary interest may be an interest a person has in a matter because 
of a reasonable likelihood or expectation of appreciable financial gain or loss 
to the person.  However it will also extend where another person with whom 
the person is associated has a reasonable likelihood or expectation of 
financial gain or loss. At
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7.3.2 In the same way, a non-pecuniary interest includes private or personal 
interests that do not amount to a pecuniary interest as defined above. These 
non-pecuniary interests or benefits may commonly arise out of family or 
personal relationships, or involvement in sporting, social or other cultural 
groups and associations and may include an interest of a financial nature. 

7.3.2 (An example of a non-pecuniary interest or benefit might be if you were 
voting on which sporting venue would get funding for a major lighting 
upgrade, and you were the President of one of the clubs to benefit from the 
lighting upgrade.) 

7.4 The obligation to disclose a conflict of interest may arise in a range of circumstances 
and it is important to be mindful of such situations and in turn, the obligation to 
disclose any conflict of interest. Consideration of whether a conflict of interest exists 
may be subject to factors such as, but not limited to: 

7.4.1 Undertaking secondary employment 

7.4.2 Financial and economic interests such as debts or assets 

7.4.3 A family or private business 

7.4.4 Affiliations with for-profit and non-profit organisations, sporting bodies, clubs 
and associations 

7.4.5 Affiliations to professional, community ethnic, family or religious groups in a 
personal or professional capacity or relationships to people living in the 
same household 

7.4.6 Enmity towards or competition with another individual or group 

7.4.7 Significant family or other relationships with clients, contractors or other staff 
working in the same (or a related) organisation 

7.4.8 Future employment prospects or plans (ie post separation employment) 

7.5 In day to day responsibilities at Council, this may affect staff - 

7.5.1 As a member of a tender selection / procurement panel 

7.5.2 As a member of a recruitment/interview panel 

7.5.3 In the determination of planning and/or development applications 

7.5.4 Considering/deciding grant applications 

7.5.5 If undertaking internal review of Government Information Public Access 
applications 

7.5.6 General decision making 
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CITY OF PROSPECT: Staff Conflict of Interest Policy 6 

 

Management of conflicts of interest 

7.6 The following six questions may assist employees in identifying if they have a conflict 
of interest: 

1.  Do you have a personal interest in the matter? 

2.  Is it likely that you could be influenced by the personal interest in carrying out 
your public duty? 

3.  Would a reasonable person believe you could be influenced by the personal 
interest? 

4.  What would be the public perception of whether or not you have a conflict of 
interest? 

5.  Do the personal interests conflict with your official role? 

6.  What are the steps that a reasonable person would expect to appropriately 
manage any conflicts of interest? 

7.7 If the answer to any of the above questions is yes, staff must complete the Employee 
Notice of Conflict of Interest form. 

7.8 The Employee Notice of Conflict of Interest form will be assessed and signed by the 
relevant Director, and counter-signed by the CEO.  

7.9 If the Employee Notice of Conflict of Interest form is submitted by a Director, it will be 
assessed and signed by the CEO. 

7.10 If the Employee Notice of Conflict of Interest form is submitted by the CEO, it will be 
assessed and signed by the Director Corporate Services. 

7.77.11 For Council staff, a written declaration to the Director or CEO will be required using 
the Employee Notice of Conflict of Interest form. The declaration will be entered into 
the Council’s Conflict of Interest Register. A determination on the matter will be 
required and should also be recorded on both the form and the Conflict of Interest 
Register.  

7.87.12 Strategies for managing non-pecuniary Conflicts of Interest can include: 

7.8.17.12.1 Record/Register: 

Recording the disclosure of conflict of interest in a the register is an 
important first step, however this does not necessarily resolve the conflict. It 
may be necessary to assess the situation and determine whether one or 
more of the following strategies is required. 

7.8.27.12.2 Restrict: 
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CITY OF PROSPECT: Staff Conflict of Interest Policy 7 

It may be appropriate to restrict involvement in the matter. For example, by 
refraining from taking part in debate about a specific issue, abstaining from 
voting on decisions, and/or restricting access to information relating to the 
conflict of interest. If such a situation occurs frequently, and if an ongoing 
conflict of interest is likely, other strategies may need to be considered. 

7.8.37.12.3 Recruit: 

If it is not practical to restrict involvement in a matter, an alternate officer 
may be able to take on the relevant role, or an independent third party may 
need to be engaged to participate in, oversee or review the integrity of the 
decision-making process. 

7.8.47.12.4 Remove: 

Removal from involvement in a matter altogether is the best option when ad 
hoc or recruitment strategies are not feasible, or appropriate. 

7.8.57.12.5 Relinquish: 

Relinquishing the personal or private interest which prompted concerns 
about a conflict of interest may be a valid strategy. For example, this could 
be the relinquishment of shares or a membership of a club or association. 

 

7.97.13 Information should be recorded in the register regardless of the above options 
chosen. 

8 Prescribed Staff - Form 5 (Primary Return) or Form 6 
(Ordinary Return) 

8.1 All prescribed staff must complete a pecuniary interest form due to the higher 
potential level of risk.  

8.2 Prescribed staff are defined as being - 

8.2.1 Director Corporate Services 

8.2.2 Director Community, Planning and Communications 

8.2.3 Director Business & Economic Development 

8.2.4 Director Infrastructure, Assets & Environment 

8.2.5 Manager Governance & Administration 

8.2.6 Manager Financial Services 

8.2.7 Manager Knowledge & Information 

8.2.8 Manager Arts Gallery & Events 

8.2.9 Manager Development Services & Communications At
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CITY OF PROSPECT: Staff Conflict of Interest Policy 8 

8.2.10 Manager Community Development 

8.2.11 Manager Assets, Infrastructure & Environment 

8.2.12 Manager City Maintenance and Community Safety 

8.2.13 Manager Library Services 

8.2.138.2.14 Rates Officer 

8.2.148.2.15 Development Officer/s (Building) 

8.2.158.2.16 Senior Development Officer 

8.2.168.2.17 Development Officer/s (Planning) 

8.2.178.2.18 Staff engaged in procurement activities to the value of $150K 
$100K or more pa either cumulatively or single purpose. 

(2) Persons acting in any of the above positions for a period of 3 months or more are also 
deemed to be Prescribed Officers for that period of time and will be required to 
complete a Staff Register of Interests Form. 

9 Review 

9.1 The Policy will be reviewed once per Council term or as required by legislation. 

10 Access to the Policy 

10.1 The Policy is available on Council’s website www.prospect.sa.gov.au and from 
Customer Service at the Civic Centre, 128 Prospect Road, Prospect SA 5082. 

11 Further Information 

11.1 For further information about the Policy please contact: 

Director Corporate Services 
City of Prospect 
128 Prospect Road 
Prospect SA 5082 
 
Ph 8269 5355 
Email  admin@prospect.sa.gov.au 
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AGENDA ITEM NO.: 10.9 ON THE AGENDA 
 
TO: Audit Committee on 07 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Anna Mellier, Human Resource Advisor 
 
SUBJECT: Human Resource Management Roadmap Update 
 
 

1. EXECUTIVE SUMMARY 

1.1 A report was presented to the August 2014 Audit Committee detailing the outcomes of 
the Human Resources Audit.  The resultant Human Resource (HR) Framework and 
Plan were considered and the following recommendation was recorded: 

(1) Council to note the report of the Human Resources Management, Strategy 
and Standards Plan and Policies and Procedures Framework as provided. 

(2) Further work is required to determine the priority and risk associated with the 
findings of the Human Resource report to determine the appropriate way 
forward. This would include:  

2.1 The legislative compliance shortfalls and the appropriate level of policy 
and procedures consistent with the size of the organisation. 

2.2 Prioritise the gaps into categories such as legislative compliance and best 
practices. 

2.3 Development of an action plan to address the matters of compliance and 
best practice. 

(3) The Audit Committee to review the progress of the Human Resources 
Management, Strategy and Standards Plan and Policies and Procedures 
Framework every six months. 

1.2 The Framework and Plan were analysed to determine which areas would provide 
compliance and which would provide best practice. 

1.3 A Framework of required policies and procedures was established to address gaps in 
compliance, and a budget bid was successful to hire a resource to assist in delivering 
this project. 

1.4 This report provides an update on the progress to date. 

2. RECOMMENDATION 

(1) The implementation of the Human Resources Framework be noted. 
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3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Local Government Act 1999, Section 107.  

3.2 Core Strategy 5 – Your Council. 

5.6 Deliver a responsive, people-focused service. 

 5.6.1 Implement human resource strategies focusing on a flexible work plan, 
skills recruitment and retention, training and development and 
succession planning. 

 5.6.3 Implement practices that create positive customer experiences and 
build customer relations. 

4. COMMUNITY INVOLVEMENT 

4.1 Not applicable for this item. 

5. DISCUSSION 

5.1 Council must ensure its Human Resource Management (HRM) system complies with 
the Local Government Act 1999 (the Act), and Principles (Part 3, Section 107). As 
such, the Chief Executive Officer (CEO) must ensure sound principles of human 
resource management are applied to employment in the administration of the council, 
and must take reasonable steps to ensure those principles are known to all employees. 

5.2 An audit of the Human Resource (HR) function against legislative requirements was 
undertaken in 2014 and included a full service review and audit of Council’s HR 
functions. 

5.3 The review, undertaken by the Manager Organisational Development, City of Unley, 
found there wasn’t an adequate Human Resources Management System (HRMS) in 
place to guide the human resource activities of the Council. Additionally, there was 
incomplete information available to employees and those responsible for administering 
human resources with no consistent documentation used for policies, procedures, 
forms and templates. Processes were not consistently communicated or understood by 
employees and the practice of human resources not centrally controlled by Human 
Resources. 

5.4 The report determined that if improvements were not made, Council would not achieve 
compliance with the requirements of the Local Government Act (SA) 1999, General 
Principles for Human Resource Management (Part 3, Section 107).  

5.5 The Human Resource Management System Roadmap (HRMS Roadmap) was 
developed and it demonstrates key areas of procedural gaps.  The HRMS Roadmap is 
provided as Attachment 1. 
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5.6 The HRMS Roadmap was presented to the August 2014 Audit Committee, with the 
following recommendation resulting from that report: 

(1) Council to note the report of the Human Resources Management, Strategy 
and Standards Plan and Policies and Procedures Framework as provided. 

(2) Further work is required to determine the priority and risk associated with the 
findings of the Human Resource report to determine the appropriate way 
forward. This would include:  

1. The legislative compliance shortfalls and the appropriate level of policy and 
procedures consistent with the size of the organisation. 

2. Prioritise the gaps into categories such as legislative compliance and best 
practices. 

3. Development of an action plan to address the matters of compliance and 
best practice. 

(3) The Audit Committee to review the progress of the Human Resources 
Management, Strategy and Standards Plan and Policies and Procedures 
Framework every six months. 

5.7 One of the short term action items was to establish a formal consultative mechanism, 
as already agreed to within the City of Prospect Ninth ASU Enterprise Agreement 
(EBA), Clause 10.4 to deal with individual and collective disputes. 

5.8 To address this shortcoming, employees covered by the EBA were invited to nominate 
for positions and a Workplace Consultative Committee (WCC) and the WCC was 
formed with representation from all Directorates and Executive Management. 

5.9 The WCC meets at least quarterly to consider matters as they relate to the EBA 

5.10 Another of the short term action items recommended was to develop and implement a 
Human Resources Management System which would include developing policies and 
procedures over six key areas, being Leadership & Culture, Employee Relations, 
Resourcing, Review, Development & Training, Rewards & Recognition and 
Administration. 

5.11 Council approved a once off project budget item for the HRMS development, to ensure 
resources were adequate to deliver on this project.  The project was completed in 
September 2015, under budget. 

5.12 The project deliverables were: 

(1) A timetable of works to be developed. 

(2) Required policies developed. 

(3) Required procedures developed including process maps (flow charts). 

(4) Required templates and forms developed. 

(5) Communication and consultation strategy with internal and external 
stakeholders and involving all levels of officer and relevant Union Officials 
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(6) Following the consultation process, the Executive Leadership Team 
endorsed each policy and associated procedure. 

(7) Staff training was scheduled and delivered as appropriate for each position. 
Twenty One (21) Policies and Procedures have been developed and 
implemented over six (6) key areas, including: 

5.13.1 Leadership and Culture 

(1) Induction Policy 

This policy is to outline the responsibility of City of Prospect (CoP) to provide a 
comprehensive induction process for all new employees. This policy will assist 
all new employees to understand the requirements and expectations of 
working at CoP. 

(2) Induction Procedure 

This procedure to outline the steps to be taken during an employee’s 
induction. 

Induction is designed to benefit new employees by making them feel 
welcomed, prepared for their new role and informed about City of Prospect’s 
(CoP) values, expectations of the role, culture, policies and legislative 
requirements of the organisation. 

A strong induction will provide the employee with a solid understanding of their 
position and duties and will assist them to successfully complete their 
probation period. 

5.13.2 Employee relations 

(1) Code of Conduct 

Gazetted by the Minister for Local Government 

(2) Fair Treatment Policy 

This policy outlines requirements to ensure all employees and visitors of City 
of Prospect (CoP) are treated fairly, with dignity, courtesy and respect and to 
create a working environment which is free from bullying, harassment and 
discrimination. 

(3) Complaint Handling Procedure 

This procedure is designed to outline the options available to employees for 
dealing with a grievance. It also details the steps to be taken following the 
receipt of a complaint. 

(4) Leave Policy 

This policy outlines the leave arrangements available to employees at City of 
Prospect (CoP) and the approval requirements to access leave. 
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(5) Performance improvement Policy 

This policy outlines City of Prospect’s (CoP) commitment to assist all 
employees to meet the performance requirements of their roles and to ensure 
that the values of CoP are upheld at all times. 

It is recognised that on occasions, employee performance and/or behaviour 
may be below the standard required by CoP. This policy and associated 
process and procedure provides a fair and consistent framework with which to 
manage unsatisfactory performance and behaviour in the workplace. 

This policy outlines the responsibilities of employees and supervisors 
regarding performance management and discipline 

(6) Performance Improvement Procedure 

City of Prospect (CoP) is committed to assisting all employees to meet the 
performance and behaviour requirements of their roles and ensure the values 
of CoP are upheld at all times. 

It is recognised that on occasions, employee performance and/or behaviour 
may fall below the standard expected by CoP. This procedure is designed to 
provide a fair and consistent framework with which to manage unsatisfactory 
performance or behaviour in the workplace. 

5.13.3 Resourcing 

(1) Recruitment Policy 

This policy outlines City of Prospect’s (CoP) commitment to ensuring the highest 
quality of staff available is recruited into the organisation. 

(2) Recruitment Procedure 

This procedure outlines the steps to be taken during recruitment for vacant 
positions within City of Prospect (CoP). This procedure should be read in 
conjunction with the Recruitment Policy and the Recruitment Processes. 

5.13.4 Review, Development & Training 

(1) Probation Policy 

This policy outlines the responsibility of City of Prospect (CoP) towards all new 
employees. CoP will ensure that all employees receive clear information 
regarding their role and employment with CoP.  

This policy outlines the principles of probationary employment and the 
responsibilities of employees, supervisors, management and human resources 
throughout the probationary employment period. 
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(2) Probation Procedure 

This procedure is designed to outline the steps to be taken during an 
employee’s probationary period. 

The probation period is an opportunity for both the employee and CoP to assess 
suitability of employment.  

(3) Training and development Policy 

This policy outlines City of Prospect’s (CoP) commitment to the development of 
its employees and the processes and responsibilities that will ensure this 
occurs. 

(4) Training and Development Procedure 

This procedure is designed to outline the procedure relating to training and 
development to ensure CoP meets its commitment to the development of its 
employees. 

(5) Performance development Policy 

This policy outlines the requirements for defining, evaluating and developing the 
performance of employees within City of Prospect (CoP). 

5.13.5 Reward & Recognition 

(1) Motor vehicle Policy 

To manage the light vehicle fleet, a system of vehicle allocation and/or 
entitlement that is fair, equitable and meets the needs of the organisation is 
essential. Council manages its passenger vehicle fleet so as to maximise 
usage, trade-in values, minimise maintenance and replacement costs, support 
Council’s ‘employer of choice’ objectives and be mindful of vehicle emissions.  

The types of vehicles supplied for each category will be determined in 
accordance with the needs of the organisation and as per the parameters set 
down in this policy. 

(2) Employee recognition Policy 

This policy outlines City of Prospect’s (CoP) commitment to actively identify, 
recognise and reward excellence. 

(3) Senior office remuneration Policy 

This policy outlines City of Prospect’s (CoP) commitment to providing attractive 
and equitable employment conditions for its employees. 

(4) Classification review Policy 

This policy is to ensure that all positions at City of Prospect (CoP) are classified 
at an appropriate and equitable salary level.  
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5.13.6 Administration 

(1) Document management Policy 

This policy outlines City of Prospect’s (CoP) commitment to ensuring that all 
records relating to employees are created, captured and controlled in an 
appropriate manner and in accordance with legal requirements.  This includes 
records management requirements, security of documentation and right of 
access. 

(2) Consultation Policy 

This policy outlines City of Prospect’s (CoP) commitment to consult with all 
employees regarding development, review and implementation of human 
resource policies and procedures. 

5.13 All associated templates and checklists have also been developed and implemented. 

5.14 Training has been provided to relevant staff and feedback has been very positive. 

5.15 Now the policies and procedures are in place, they will be reviewed every two years or 
as required. 

5.16 Council’s HRMS is now fully compliant with the Local Government Act 1999. 

5.17 A further audit may be scheduled next Council term to ensure continuing compliance. 

 

ATTACHMENTS 

Attachment 1: Human Resource Management System Roadmap 
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AGENDA ITEM NO.: 10.10 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Ginny Moon, Director Corporate Services 
 
SUBJECT:  Audit Committee Outstanding Resolutions 
 
 

1. EXECUTIVE SUMMARY 

1.1 The Audit Committee Outstanding Resolutions are provided for noting. 

2. RECOMMENDATION 

(1) Council notes the Audit Committee Outstanding Resolutions Report and 
associated scheduled action items. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Core Strategy – “Your Council” - Key Strategy 5.7 “Provide efficient and effective 
services using the most appropriate service delivery model and technology. 

3.2 Core Strategy – “Your Council” - Key Strategy 5.8 “Ensure Financial Sustainability.” 

4. COMMUNITY INVOLVEMENT 

4.1 There is no relevant community consultation requirement.  

5. DISCUSSION 

 
5.1 The following table contains Audit Committee Outstanding Resolutions and a 

tentative date for actioning. 

5.2 The associated scheduled action items have been aligned with the Audit Committee 
Work Program September 2015 – October 2016. 
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Audit Committee Minutes (Outstanding Resolutions) 
AC 

Meeting 
Agenda 

Item 
Resolution  Status Comments 

 
03/12/2012 

 
10.4 Internal Audit – Project 

Management 
(2) Project Management status 

report including Post Project 
Review to be presented to an 
Audit Committee meeting in 
late 2013. 

 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  

 

 
 
 

None 
identified for 

review  

 
03/12/2012 

 
10.5 Community Engagement and 

Consultation Policy 
(2) The Audit Committee 

recommends consideration is 
given to using the on-line 
community panel to provide 
comparable analysis to the 
McGregor Tan Biennial 
Resident Satisfaction Survey. 

(3)  An annual report be provided to 
evidence compliance with the 
Community Engagement and 
Consultation Policy. 

 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
#OpSrv9 

 
 
 

Per Internal 
Audit Plan 
June 2016 

 
19/08/2013 

 
10.7 Workers’ Compensation Scheme 

– WorkCover SA Partnership Visit 
2012 
(1)  The final report of 

implementation of the 
recommendations arising from 
the Review to be reported to the 
October 2013 Audit Committee 
Meeting. 

 
 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  

#HR1  

 
 
 
 

Scheduled 
for Mar 2016 

 
Deferred to 
Mar 2016 to 

take into 
account of 

the outcome 
of the latest 

Review  
14/10/2013 10.9 Service Delivery/Customer 

Service Review 

(2) A further report be tabled at a 
future Audit Committee meeting 
to consider and make 
recommendations to Council. 

 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  

 
#OpSrv12 

 
 
 

 
 
 

To be 
scheduled  
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Audit Committee Minutes (Outstanding Resolutions) 
AC 

Meeting 
Agenda 

Item 
Resolution  Status Comments 

09/12/2013 10.1 Mutual Liability Scheme – Risk 
Management Review 2013 

(3) The status of implementation of 
the recommendations arising 
from the Review to be reported 
to the May 2014 Audit 
Committee Meeting. 

 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
#G.RM2 

 

 
 
 

Scheduled 
for Mar 16  

 
 

17/03/2014 10.10 Sensitivity Analysis and 
Benchmarking Key Services 
 
(1) The Audit Committee review 

the proposed Operating and 
Capital projects earmarked for 
2014/2015, to identify area(s) 
that required further sensitivity 
analysis. 

 
As part of 
Draft ABP 

deliberation 
May 2015 

 
Refer AC 

Work 
Program 

Sep 2015 – 
Oct 2016  
#F.SUS2 

 

 
No item 

identified for 
Analysis 

during Draft 
ABP 

deliberation 
 

Benchmarkin
g of Fees 

and Charges 
 

Scheduled 
for  Dec 15 

 
17/03/2014 10.11 Business Continuity, Disaster 

Recovery and Emergency 
Management Planning 
 
(1) The Audit Committee to be 

presented progressively the 
various documents making up 
the Emergency Management 
Framework. 

 
 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
# G.BCP1 

 
 
 
 

Scheduled 
for  Mar 16 

 
Delayed to 

coincide with 
finalisation of 

IT DRP 
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Audit Committee Minutes (Outstanding Resolutions) 
AC 

Meeting 
Agenda 

Item 
Resolution  Status Comments 

18/08/2014 10.7 Review Accounting Policies & 
Procedures Manual 
(1) Audit Committee request for a 

review of the Procurement 
Policy and Procedures 
and the relationship to the 
Accounting Policy and 
Procedures Manual, including: 

 
a) Preferred vendors list. 
b) Process for approving new 

vendors. 
c) Ensuring vendor insurances 

are sufficient and current. 
d) Review of non active 

vendors. 
e) Appropriate segregation of 

duties for establishing new 
vendors. 

 
 

 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
#F.POL1 

Scheduled 
for Dec15 & 

Mar 16  
 

Review 
Policies 

(1) 
Procurement 

Policy (in 
conjunction 
with Internal 

Audit of 
Procurement 
and Tender 
by Bentley) 

(Mar 16) 
 

(2) Budget 
Framework 

(Dec 15) 
 

18/08/2014 10.9 Human Resources Review and 
Audit 
(1) Further work is required to 

determine the priority and 
risk associated with the 
findings of the Human 
Resource report to determine 
the appropriate way forward. 
This is to include: 
a) The legislative compliance 

shortfalls and the 
appropriate level of policy 
and procedures consistent 
with the size of the 
organisation. 

b) Prioritise the gaps into 
categories such as 
legislative compliance and 
best practices. 

c) Development of an action 
plan to address the 
matters of compliance and 
best practice. 

(2) The Audit Committee to 
review the progress of the 
Human Resources 
Management, Strategy and 
Standards Plan and Policies 
and Procedures Framework 
every six months. 

 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  

#HR2 

 
 

Scheduled 
for Dec 15  
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Audit Committee Minutes (Outstanding Resolutions) 
AC 

Meeting 
Agenda 

Item 
Resolution  Status Comments 

15/12/2014 10.1 Information Technology Managed 
Service Review – Bentleys Final 
Report 
(2) A clear Information and 

Communication Technology 
Strategy be developed that 
documents the appropriate 
service delivery environment for 
City of Prospect for the next 5 
years.  

 
 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
#G.IT2 

Scheduled 
for Mar 15 

  
IT Strategic 

Plan 
consultation 

with 
AC/EMs/Mgt 

Team to 
commence 
Oct/Nov 15. 

 
Referencing 
to Council’s 

Strategic 
Direction 

(community 
consultation 
early 2016). 

15/12/2014 10.5 Rating Health Check – Annual 
Review 
(2) An annual review be presented 

to the Audit Committee 
identifying completed and 
outstanding action items and 
assessment of risk undertaken. 

 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
#OpSrv10 

 
 

Scheduled 
for Dec 15 

 
Full review 

brought 
forward from 
Aug 2016 to 

Nov 2015 

16/03/2015 10.5 Internal Controls Self-
Assessment 1 July 2014 – 31 
December 2014 
(4) Council consider the 

development of Conflict of 
Interest Policy to aid 
procurement, investment, 
development assessment and 
other Council decision making 
paths. 

 
 

 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
#OpSrv7 

 
 
 

Presented to  
2 Nov 15 

(Item 10.4). 
Policy not 
adopted.   

 
To be 

presented 
again to Dec 

15. 
18/05/2015 10.5 Update on Managed IT Services 

Transition 
(3) Progress of the new 

Information Technology 
Service Agreement to be 
reported to the Audit 
Committee one year after 
commencement. 

 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
# G.IT4 

 
 

Scheduled 
for Aug 16 
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Audit Committee Minutes (Outstanding Resolutions) 
AC 

Meeting 
Agenda 

Item 
Resolution  Status Comments 

17/08/2015 10.1 Work Health and Safety Report 
 
(2) Quarterly safety performance 

reporting to be provided to 
Council. 
 
 

(3) Audit Committee to be provided 
with the last 3 reporting cycles 
to assess the information 
(trends) prepared and reporting 
process for claims and 
incidents. 

 
(4) Management further 

investigates potential liabilities 
connected to activities 
undertaken by external 
contractors who may or may not 
be under control of Council.  

 
 

As part of 
Info Report 
to Jan 16 
Council 

 
Refer AC 

Work 
Program 

Sep 2015 – 
Oct 2016  
#G.WHS1  

 
 
 

 
 
 
 
 
 
 

Scheduled 
for Dec 15 

 
 
 
 
 

Scheduled 
for Dec 15 

 

17/08/2015 10.2 Business and Economic 
Development Update 
 
(2) Council’s Strategic Economic 

Development Plan 2014 - 2018 
and Next Generation Digital 
Economy Strategy 2014 - 2018 
continue to inform the future 
program of works for the 
Business and Economic 
Development portfolio with 
funding of this program of work 
incorporated into Council’s Long 
Term Financial Plan. 

 
(3) Council to continue to refine 

objective measures on return on 
investment associated with this 
portfolio. 

 

 
 
 

As part of 
annual 
budget 
process 

 
Refer AC 

Work 
Program 

Sep 2015 – 
Oct 2016  
#S.BP1 

 
Refer AC 

Work 
Program 

Sep 2015 – 
Oct 2016  
# OpSrv5 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

Scheduled 
for Aug 16 

 

17/08/2015 10.4 
 

Governance Audit 
(2) A further report to be provided 

to Council via the Audit 
Committee in six months 
advising of action taken to 
address any non-compliances. 

 
 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
# G.CG6 

Scheduled 
for Mar 16 
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Audit Committee Minutes (Outstanding Resolutions) 
AC 

Meeting 
Agenda 

Item 
Resolution  Status Comments 

17/08/2015 10.5 Risk Assessment Report 
(4) A Risk Register be developed 

and maintained, with controls 
and treatment plans assessed 
for compliance at least quarterly 
by the CEO and the Executive 
Management Team. 

 
(5) Council adopts the 2 Year Audit 

Plan and provide appropriate 
resources in each budget cycle 
for the audits. 

 

 
Noted 

 
Present to 

EMT 
Meeting 

Quarterly 
 

2 Year Audit 
Plan 

included in 
AC Work 
Program 

Sep 2015 – 
Oct 2016 
# G.CG4 

 
IA Report - 
Assurance 
Mapping 
#G.CG2 

 
IA Report - 

Procuremen
t & Contract 
Managemen
t Processes 
(June 2015) 
#OpSrv2 & 
#OpSrv3 

 
IA Report - 
Business 
Planning 

and Budget 
Process 

(Mar 
2015/16) 
#F.RPT2 

 
IA Report - 

Asset 
Managemen
t Plan and 
Long Term 
Financial 
Plan (Oct 
2015/16) 
#F.SUS1 

 
IA Report - 

 
Presented to 

19 Nov 15 
2015 EMT 

Operational 
Meeting 

 
 
 
 
 
 
 
 
 
 
 

Presented 
To Aug AC 

2015 
Completed 

 
Scheduled 
for Mar 16 

 
 
 
 
 
 
 

Scheduled 
for May 16 

 
 
 
 
 
 
 

Scheduled 
for Dec 16 

 
 
 
 
 
 
 
 

Scheduled 
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Communica
tions (June 

2016 - 
2015/16) 
#OpSrv9 

 
IA Report - 

Infringement
s (Aug 

2016/17) 
#OpSrv8 

 
IA Report - 
Payroll (Oct 

2016/17) 
#F.PAY1 

 
IA Report - 
Strategic 
Planning 

Alignment  
#S.SP1 

for Aug 16 
 
 
 
 
 

Scheduled 
for Oct 16 

 
 
 
 

Scheduled 
for Dec 16 

 
 
 

Scheduled 
for  

Mar 2017 - 
2016/17 

 
02/11/2015 10.3 Update on Managed Information 

Technology Services Transition 
(1) The completion of the transition 

to the new Managed IT Service 
is noted. 

(2) Progress of the new Managed 
IT Service Agreement is 
reported one year after 
commencement or earlier if 
there are significant issues. 

(3) Report to include examination of 
projected savings and service 
levels. 

 
 

Noted 
 
 

Refer AC 
Work 

Program 
Sep 2015 – 
Oct 2016  
 # G.IT3 

 
 

 
 
 
 
 

Scheduled 
for  

Dec 2016 
 

02/11/2015 10.5 Audit Committee Outstanding 
Resolutions 
(1) Council notes the Audit 

Committee Outstanding 
Resolutions Report and 
associated scheduled action 
items. 

 
 

Noted 
 

 

02/11/2015 10.6 Audit Committee Work Program 
Status Report 
(1) Council notes the Audit 

Committee Work Program 
Status Report – September 
2015 – October 2016 provided 
as Attachments 1-10. 

 
 

Noted 

 

 

ATTACHMENTS: NIL 
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AGENDA ITEM NO.: 10.11 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Ginny Moon, Director Corporate Services 
 
SUBJECT:  Audit Committee Work Program Status Report  
 
 

1. EXECUTIVE SUMMARY 

1.1 The Audit Committee Work Program Status Report September 2015 – October 2016 is 
provided as Attachments 1 –10 for noting. 

2. RECOMMENDATION 

(1) Council notes the Audit Committee Work Program Status Report – September 
2015 – October 2016 provided as Attachments 1-10. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Core Strategy – “Your Council” - Key Strategy 5.7 “Provide efficient and effective 
services using the most appropriate service delivery model and technology. 

3.2 Core Strategy – “Your Council” - Key Strategy 5.8 “Ensure Financial Sustainability.” 

4. COMMUNITY INVOLVEMENT 

4.1 There is no relevant community consultation requirement.  

5. DISCUSSION 

5.1 Implementing a Work Program assists with ensuring Council is delivering services in an 
effective and relevant manner, and that Council is complying with its statutory and legal 
requirements.  It also assists Council to promote and demonstrate corporate fairness, 
transparency and accountability, and provides Council and the community with a level 
of assurance the organisation is managing its risks within the context of its Risk 
Management Policy.   

5.2 The Audit Committee’s Work Program must include the principal functions and extent 
of authority for an Audit Committee as set out in Section 126 (4) of the Local 
Government Act as follows: 

(a) reviewing annual financial statements to ensure that they present fairly the 
state of affairs of the council; and 
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(ab) proposing, and providing information relevant to, a review of the council’s 
strategic management plans or annual business plan; and 

(ac) proposing, and reviewing, the exercise of powers under section 130A; and 

(ad) if the council has exempted a subsidiary from the requirement to have an audit 
committee, the functions that would, apart from the exemption, have been 
performed by the subsidiary’s audit committee; and 

(b) liaising with the council's auditor; and 

(c) reviewing the adequacy of the accounting, internal control, reporting and other 
financial management systems and practices of the council on a regular basis. 

5.3 In relation to sub-section (c) above, Council has an Internal Audit Function.  This 
function, along with a number of areas identified during the Audit Committee’s Risks 
Workshop on 16 March 2015, has provided a foundation in formulating the Revised 
Audit Committee’s Work Program.   

5.4 Council’s Internal Auditor, Bentleys was engaged to conduct an assurance mapping 
review in June 2015, in line with the Audit Committee Internal Audit program. 

5.5 The Audit Committee is satisfied with the process undertaken to provide an overview of 
the types of assurance in place, gaps and overlaps in accountability arrangements. 

5.6 The results of the Risk Assessment and Assurance Mapping will help inform the Audit 
Committee of the activities for the next two years and the Audit Committee has revised 
its own Work Program based on the findings. 

5.7 Following the Assurance Mapping exercise, the following activity areas have been 
considered appropriate for inclusion in an Audit Committee Work Program:- 

5.7.1 Strategy 

1. Business Plan 

2. Strategic Plan 

3. Stakeholder Engagement 

5.7.2 Governance 

1. Corporate Governance 

2. Risk Management 

3. WHS Compliance 

4. Business Continuity/Disaster Recovery 

5. Fraud (fraud risk management, whistleblowing) 

6. Information Security 
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5.7.3 Finance 

1. Financial Budget and Management Reporting 

2. Financial Sustainability /Asset Management Plan and Long Term Financial 
Plan 

3. Accounting Policies & Procedures 

4. Statutory Reporting 

5. Financial Treatment of Fixed Assets 

6. Control Self-Assessment / Internal Controls over financial reporting 

7. Payroll 

5.7.4 HR 

1. Workers Compensation Scheme 

2. Retention / multi skilling of staff 

5.7.5 Operational Services 

1. Purchasing & Procurement 

2. Contract Management 

3. Infrastructure Integrity 

4. Business and Economic Development – Rate of Return to Council 

5. ICT Shared Service Initiatives 

6. Conflict of Interest 

7. Infringements 

8. Communications 

9. Rating Health Check 

10. Fringe Benefit Tax Review 

11. Service Delivery/Customer Service Review 

5.8 The Audit Committee should address issues which fall within the activity areas 
determined by its terms of reference.  Some issues may be addressed on a once-off 
basis and others on a regular basis.   

5.9 This Work Program will be resourced by Council and needs to be budgeted 
accordingly.  The consultation between the Audit Committee and Council and its Chief 
Executive Officer should balance the needs identified in the Work Program against the 
level of resources required. 
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Some of the key areas are:-  

Financial Reporting 

5.10 The Audit Committee needs to be satisfied that practices adopted by Council and 
supported by its external auditor (unless otherwise indicated by a qualification to the 
audit or commented on in the accompanying management letter) are appropriate 
having regard to its circumstances and practices elsewhere and are reflected in formal 
Council policies as appropriate. 

Internal Controls and Risk Management Systems 

5.11 The Local Government Act 1999 (Section 125) requires Councils to maintain effective 
internal controls.  The Audit Committee needs to ensure that Council and its 
management team have in place locally appropriate plans, policies and arrangements 
to manage and mitigate the organisation’s business risks. 

Internal Audit 

In the context of Council’s overall risk management system, the Audit Committee needs to 
monitor and review the effectiveness of Council’s internal audit function. 

External Audit 

5.12 The Audit Committee needs to; 

5.12.1 meet as necessary, and monitor Council’s relationship, with its external auditor; 

5.12.2 consider and make recommendations to Council in relation to all aspects of the 
appointment, re-appointment, remuneration, and removal or resignation of 
Council’s external auditor; 

5.12.3 assess the effectiveness of the external audit process and outputs relative to the 
scope of the engagement; and, 

5.12.4 review management’s response to the external auditor’s findings and 
recommendations. 

Reporting 

5.13 In addition to receiving minutes of Audit Committee meetings, Council also needs to 
have significant, urgent findings of the Audit Committee promptly brought to its 
attention.  The Audit Committee should also review its charter and performance 
annually (either by self assessment or through an external reviewer) and report these 
conclusions and its overall activity outputs to, and invite comment from, Council. 

Other Matters 

5.14 A key role of Council Audit Committees, recognised in the Local Government Act and 
arguably warranting special emphasis based on the findings of the Financial 
Sustainability Inquiry, is to identify areas where Council’s financial governance policies 
and practices can be improved.  In particular Audit Committees have a role in ensuring 
Council’s strategic management and annual business plan development, management 
and reporting processes take account of, and support, Council’s future financial 
sustainability. 
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Resources 

5.15 Resource for the Audit Committee (2015/2016) includes:- 

5.15.1 an amount of $15,000 to fund the Audit Committee’s Work Program, including 
the conduct of any Internal Audits (by external person(s)), Service Reviews, etc.  
Council resolved the entire $15,000 budget be committed for an internal audit 
function for 3 years (2014/2015, 2015/2016 and 2016/2017) as a priority.  Refer 
Minutes of Audit Committee on 18 August 2014, Agenda Item 10.11. 

5.15.2 a separate budget appropriation for Audit Committee sitting fees.  

5.15.3 a separate budget appropriation for the External Audit (currently performed by 
Dean Newbury and Partners), and   

5.15.4 salary budgets that cover staff time consumed in supporting the Audit 
Committee. 

5.16 The $15,000 may not be sufficient to fund all of the internal audits dependent on the 
scope of the proposed Work Program to be undertaken by external person(s), taking 
into account additional internal audits required as a result of S128 of the Local 
Government Act 1999, “The Auditor”. 

5.17 Internal resources can be used to minimise the additional cost of the internal audit 
function.  A number of ‘areas of interest’ could be identified for “Review” (as opposed to 
”Audit”).  A Review will generally be undertaken by the Administration, either with or 
without the assistance of an Internal Auditor, with a report submitted to the Audit 
Committee for consideration outlining the review methodology, findings and 
recommendations.  Whilst not conducted by an independent person, such reviews will 
enable the Audit Committee to obtain a level of comfort Council is managing the risks 
associated that it functions adequately. 

Audit Committee Work Program Status Report September 2015 – October 2016 

5.18 The Audit Committee Program Status Report will be refined over time to take account 
of variables such as budget available, scope of the internal audits to be undertaken and 
potential collaboration with other councils.  

5.19 The results of the Risk Assessment and Assurance Mapping helped informed the Audit 
Committee of the activities for the next two years.  The Revised Audit Committee Work 
Program Status Report for September 2015 – October 2016 is presented at 
Attachments 1–10.   

 

ATTACHMENTS 

Attachments 1-10: Audit Committee Work Program Status Report – September 2015 – 
October 2016 
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City of Prospect 
Audit Committee Work Program September 2015 - October 2016

 including Assurance Mapping

Code # 
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)
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 C
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nt
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Strategy 3 0 0 0 0 3 0 1 1 1

S.BP1

Business Plan 1.2, 
7.3, 
7.4, 

BP1.1

Ensure that financial information included 
in publications for external audiences (eg. 
annual report, Council newspaper, 
brochure to all ratepayers etc) accurately 
reflects key accrual based financial 
information and where appropriate sector-
endorsed financial indicators.

Comment on the draft annual business 
plan prior to its formal consideration for 
adoption by Council, particularly in terms 
of consistency with Council’s strategic 
management plans, recognising that 
Council is responsible and accountable 
for policy positions and service level 
decisions but mindful also that the audit 
committee has responsibilities to ensure 
Council is aware of the impact on ongoing
financial sustainability of its proposals.

Annual Business 
Plan

Annually Annually

√ √

Maintain 
current 
plan

√
ABP

Resol 
18/05/2015 
Item 10.4

Resol 
17/08/2015 
Item 10.2

S.SP1

Strategic Plan 4.3.5 Aligning Strategic Plan with community 
expectations (eg McGregor Tan survey 
results)
Lessons learned from major projects – 
impact on community & benefits to 
Council

IA Report - 
Strategic Planning 
Alignment (Mar 
2017 - 2016/17)

as request as request

√ √ √ √

Maintain 
current 
plan √

McGregor 
Tan survey

S.STK
H1

Stakeholder 
Engagement

4.3.3 Community Service – Program Review – 
Are we getting Value for Money? 
Communications/Stakeholder 
Engagement 

Benchmarking – Key Services :-
“Council engage with other Councils to 
establish reliable and effective 
benchmarking data for assessing the 
efficiency of the provision of key services 
by the City of Prospect.”
A list of services to be provided to AC to 
enable AC to prioritise what services to 
benchmark and appropriate timeframe

Banking Services Review

Community Service 
– Program Review 
Report

as request as request

√ √ √

Maintain 
current 
plan

As req

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance
Business Management Corporate 

Current Status / Action to be taken Reports Frequency 
Proposed

Independent 

Frequency 
by CoP

Audit Committee Work Program (September 2015 - October 2016)

Bentleys 
Recommenda

tions
Activity / Process

ACWP 
& BPM 

Ref
16-May-16 15-Aug-16 10-Oct-16 5-Dec-1617-Aug-15 28-Sep-15 7-Dec-15 14-Mar-162-Nov-15

Attachment 1

Atta
ch

ment
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City of Prospect 
Audit Committee Work Program September 2015 - October 2016

 including Assurance Mapping

Code # 
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highligh

t - 
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r Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance
Business Management Corporate 

Current Status / Action to be taken Reports Frequency 
Proposed

Independent 

Frequency 
by CoP

Audit Committee Work Program (September 2015 - October 2016)

Bentleys 
Recommenda

tions
Activity / Process

ACWP 
& BPM 

Ref
16-May-16 15-Aug-16 10-Oct-16 5-Dec-1617-Aug-15 28-Sep-15 7-Dec-15 14-Mar-162-Nov-15

Governance 7 2 1 1 0 10 4 3 1 5
G.CG1 6.1 Report annually to Council;

• outlining outputs relative to the audit 
committee’s work program and the 
results of a self-assessment of 
performance for the preceding period 
including whether it believes any changes 
to its charter are appropriate;
• outlining any identified training needs;
• advising future work program proposals; 
and,
• invite comment from the Council on all 
of the above

Audit Committee’s 
Work Program

Annually Annually

√

Maintain 
current 
plan

√ √ 

G.CG2 4.2 Map assurance activities of the Council to 
reduce the risk/cost of over auditing and 
regulation council activities.

IA Report - 
Assurance Mapping 
(June - Presented 
To Aug AC 2015)

as request as request

√ √

Maintain 
current 
plan √ 

G.CG3 6.2 Review Audit Committee Membership
• appoint Chair of Audit Committee
• commence process - appoint/review 
Audit Committee Member
(AC Membership expires March)
• inform Audit Committee Elected 
Member appointment to the Audit 
Committee

Audit Committee 
Membership

Annually - 
Commence 
Dec Report 
to Mar

Annually - 
Commence 
Dec Report 
to Mar

Maintain 
current 
plan

 √ 
Commemc

e 
Recruitme
nt of Ind 
Member - 
This is a 
report to 
Council 

instaed of 
AC.

 √ 
Commemce 
Recruitmen

t of Ind 
Member - 
This is a 
report to 
Council 

instaed of 
AC.

G.CG4 4.1 Recommend to Council the internal audit 
annual work program, and monitoring the 
implementation of this program and 
provide feedback as appropriate;

3 Year Internal 
Audit Plan

Annually Annually

√ √

Maintain 
current 
plan

 √  
Deferred to 

take into 
account of 

Risk 
Assessmen

t and 
Assurance 
Mapping 
Report to 
17/08/2015

√ 
Review 

and 
Update 
Internal 

Audit Work 
Program

√

G.CG5 4.3.7 The Corporate Governance Framework 
incorporating the Risk Management and 
Internal Control Framework.  To be 
reviewed annually. 

The Corporate 
Governance 
Framework

AC 9/12/2013 Item 
10.2 Review of 
Council’s Risk 
Management policy 
Withdrawn

This item was 
withdrawn pending 
further 
amendments.

Annually Annually

√ √

Maintain 
current 
plan

 √
Resol

√
√

Corporate 
Governance

Attachment 2

Atta
ch

ment
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City of Prospect 
Audit Committee Work Program September 2015 - October 2016

 including Assurance Mapping

Code # 
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 C
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nt
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r Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance
Business Management Corporate 

Current Status / Action to be taken Reports Frequency 
Proposed

Independent 

Frequency 
by CoP

Audit Committee Work Program (September 2015 - October 2016)

Bentleys 
Recommenda

tions
Activity / Process

ACWP 
& BPM 

Ref
16-May-16 15-Aug-16 10-Oct-16 5-Dec-1617-Aug-15 28-Sep-15 7-Dec-15 14-Mar-162-Nov-15

G.CG6 4.3.8 Governance Assessment 
Program/Continuous improvement 
Plan/Governance Audit

Governance 
Assessment 
Program Status 
Report

Annually Annually

√ √

Maintain 
current 
plan √

√ 
Resol 

17/08/2015 
Item10.4 (2)

√

G.CG7 5.2 Ensure that appointment arrangements 
for the external auditor conform to 
legislative provisions. Ensure compliance 
with new regulation 16A of the Local 
Government (Financial Management) 
Regulations 1999 which prevent a 
Council from engaging its auditor to 
provide any services to the Council 
outside the scope of the auditor's 
functions under the Local Government 
Act.

Annual Review of 
Audit Specification

Annually Annually Maintain 
current 
plan

√ √ 

G.CG8 5.3 Appointed Auditors for a new term 
2011/12-2015/16 (May 2011)

Keep oversight of the Council’s 
relationship with its external auditor and 
develop an appropriate timeframe to 
address all matters requiring 
consideration in the appointment/re-
appointment of the external  auditor and 
manage this process when it falls due 
[note:  an amendments to section 128 
provide that the Council’s auditor must be 
rotated after no more than five years].

Appointed Auditors as request as request Maintain 
current 
plan

√

G.RM1

5.1 Meet with the Council’s external auditor 
to:
• invite presentation of his/her audit 
methodology and risk assessments within 
the audit plan;
• discuss any qualifications raised in the 
most recent audit or comments made in 
the accompanying management letter;
• assess the appropriateness of the 
Council’s response to matters so raised; 
and,
• invite comment on the financial systems 
and affairs of the Council having regard 
to comparable benchmarks.

Risk Assessment 
Report
Risk Management 
Policy

Annually Annually

√ √ √ √

Maintain 
current 
plan

√ 
Year  end 
outcome

√ 
Year  end 
outcome

G.RM2

2.2 LGA Mutual Liability Scheme – Risk 
Management Review 

LGA Mutual Liability 
Scheme – Risk 
Management 
Review Report

Annually Annually

√

Maintain 
current 
plan

 √ 
Resol 

19/12/13

√ 
Resol 

19/12/13
Item 10.1(3)

√ 

G.RM3
2.2 LGA Risk Services – Presentation LGA Risk Services 

– Presentation
as request as request

√
Maintain 
current 
plan

G.RM4 -
duplica

ted - 
same 

as 
G.CG5

4.3.7 The Corporate Governance Framework 
incorporating the Risk Management and 
Internal Control Framework.  To be 
reviewed annually. 

The Corporate 
Governance 
Framework

Annually Annually

 √  √

Maintain 
current 
plan

Risk 
Management

Attachment 3

Atta
ch

ment
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City of Prospect 
Audit Committee Work Program September 2015 - October 2016

 including Assurance Mapping

Code # 

Yellow 
highligh

t - 
referenc

e to 
Outstan

ding 
Resoluti

ons

M
an

ag
em

en
t r

ev
ie

w

Sy
st

em
 C

on
tr

ol

Pr
oc

ed
ur

es

Se
gr

eg
at

io
n 

an
d 

A
cc

es
s 

C
on

tr
ol

s

Tr
ai

ni
ng

Ex
ec

ut
iv

e 
M

an
ag

em
en

t T
ea

m
 

(E
M

T)

Po
lic

ie
s

In
te

rn
al

 A
ud

it 
(IA

)

Ex
te

rn
al

 A
ud

it 
(E

A
)

Ex
te

rn
al

 C
on

su
lta

nt
/L

aw
ye

r Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance
Business Management Corporate 

Current Status / Action to be taken Reports Frequency 
Proposed

Independent 

Frequency 
by CoP

Audit Committee Work Program (September 2015 - October 2016)

Bentleys 
Recommenda

tions
Activity / Process

ACWP 
& BPM 

Ref
16-May-16 15-Aug-16 10-Oct-16 5-Dec-1617-Aug-15 28-Sep-15 7-Dec-15 14-Mar-162-Nov-15

G.WHS
1 - Also 

refer 
HR1

WHS 
Compliance

2.2 WHS Presentation (processes, reporting 
incidents, assessed risks, implementation 
of changes to mitigate risks, determine 
residual risks)

WHS Compliance 
Report

Annually Annually

√ √ √ √

Maintain 
current 
plan

√ 

√ 
Resol 

17/08/2015 
Item10.1 

(3)
√ 

G.BCP
1

Business 
Continuity/Disast
er Recovery

2.2 Emergency Management Briefing – 
includes:-
• Disaster Recovery
• Emergency Response
• Business Continuity Plan

Disaster Recovery
Emergency 
Response
Business Continuity 
Plan

Annually Annually

√ √ √ √ √

Maintain 
current 
plan

√

√ 
Resol 

7/03/2014 
Item10.11

Delayed to 
coincide with 

finalisation of IT 
DRP

G.FRD
1

Fraud (fraud risk 
management, 
whistleblowing)

3.1, 
3.2

Identify whether the Council has in place 
simple, readily accessible arrangements 
for employees to confidentially raise 
concerns of alleged malpractice in accord 
with legislative provisions.

Anti Fraud/Anti 
Corruption Policy, 
Whistleblowing 
Policy

Tri-annually Tri-annually

√ √ √ √ √

Maintain 
current 
plan

Next review 
should be 
planned for 
2017.  √

G.IT1

Information 
Security

Part of the Managed IT services 
agreement.

None 
Last 

Reported to 
AC 

18/05/2015

as request

√ √ √

Potential to 
increase 
assurance 
in this area

Essential to 
increase 
information 
security 
assurance in 
response to 
the upcoming 
IT managed 
service 
agreement

√

G.IT2

IT Strategic Plan New IT Strategic Plan A clear Information 
and Communication 
Technology 
Strategy be 
developed that 
documents the 
appropriate service 
delivery 
environment for 
City of Prospect for 
the next 5 years. 

√ 
Resol 

15/12/2014 
Item10.1

G.IT3

Managed IT 
Services

New Report on New Managed IT Services - 
Vintek

Note a post 
implementation 
report to be 
presented to Audit 
Committee by end 
of 2015.

√ 
Resol 

18/05/2015 
Item10.5(2)

√ 
Resol 

02/11/2015 
Item10.3 
(2)&(3)

G.IT4

Managed IT 
Services

New Report on New Managed IT Services - 
Vintek

Progress of the new 
Information 
Technology Service 
Agreement to be 
reported to the 
Audit Committee 
one year after 
commencement.

√ 
Resol 

18/05/2015 
Item10.5 (3)
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Proposed

Independent 

Frequency 
by CoP

Audit Committee Work Program (September 2015 - October 2016)

Bentleys 
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ACWP 
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Ref
16-May-16 15-Aug-16 10-Oct-16 5-Dec-1617-Aug-15 28-Sep-15 7-Dec-15 14-Mar-162-Nov-15

Finance 37 27 26 27 26 13 25 3 30 0
F.RPT1 Financial Budget 

and Management 
Reporting

Budget Review 
Reports

Quarterly Quarterly

√ √

Maintain 
current 
plan √

BR4
Resol 

17/03/2014 
Item 10.9(5)

√
BR1

Resol 
17/03/2014 

Item 
10.9(5)

√
BR2

Resol 
17/03/2014 
Item 10.9(5)

√
BR3

Resol 
17/03/2014 
Item 10.9(5)

√
BR4

Resol 
17/03/2014 

Item 
10.9(5)

√
BR1

Resol 
17/03/2014 

Item 
10.9(5)

F.RPT2 Financial Budget 
and Management 
Reporting

IA Report - 
Business Planning 
and Budget 
Process (Mar 
2015/16)

as request as request

√ √ √

Maintain 
current 
plan √

F.RPT3 Financial Budget 
and Management 
Reporting

Potential Emerging 
Issus/Budget 
Pressure. Regular 
Status Report

as request as request

√ √

Maintain 
current 
plan

F.SUS1 The audit committee should satisfy itself 
regarding the:
• consistency of Council’s strategic plan 
with its long-term financial plan;
• consistency of Council’s long-term 
financial plan with its infrastructure and 
asset management plan (I&AMP);
• soundness of the I&AMP; e.g. Is it 
supported by engineering and other 
professional assessments regarding the 
condition of Council’s infrastructure 
assets;
• likely impact on Council’s ongoing 
financial sustainability of implementation 
of its suite of strategic management 
plans.

Annual Business 
Plan

Budget Review 
Report Covered 
above

IA Report - Asset 
Management Plan 
and Long Term 
Financial Plan (Oct 
2015/16)

Annually Annually

√ √ √

Maintain 
current 
plan

Periodic 
Review of 

Key 
Financial 
Indicator 
Targets 

+

Bentley's 
Review 
LTFP & 
IAMP

√
Resol 

19/05/2014

F.SUS2 Sensitivity Analysis on major budget 
items
To review operating and capital budget to 
identify areas required further sensitivity 
analysis

Annual Business 
Plan

Annually Annually

√ √

Maintain 
current 
plan

Resol 
17/03/2014 
Item 10.10 
Benchmar
king - Fees 

and 
Charges 
(by BRM)

√
Resol

Part of ABP 
Review

F.SUS3 Efficient use of resources:-
Review of subsidiaries (EHA) 
- as part of Year End review of financial 
Statements
- Subsidiaries to present to AC

Annual Financial 
Statements Audit 
Report

Annually Annually

√ √

Maintain 
current 
plan √ 

Part of 
Year end

Financial 
Sustainability /
Asset 
Management 
Plan and Long 
Term Financial 
Plan

Review, and where warranted suggest 
improvements in, the formats of budget 
and actual financial performance 
information reported to the Council to 
ensure they:
• are succinct, easy to follow and pitched 
with a strategic focus;
• are based on accrual accounting 
information and include the material 
required by Regulation 5B and Regulation 
7(3) of the Local Government (Financial 
Management) Regulations 1999; and,
• incorporate key financial sustainability 
information including comparison of 
actual and budgeted performance against 
targets, where they have been set by 
Council, for sector-endorsed financial 
indicators.

Review the Council’s financial 
governance arrangements and their 
effectiveness including:
• the processes in place to ensure;
o all Council Members and the executive 
team have appropriate knowledge of key 
financial governance principles issues4.3.2

7.1, 
7.2, 

BP1.1, 
1.4
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Audit Committee Work Program (September 2015 - October 2016)
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Recommenda
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ACWP 
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16-May-16 15-Aug-16 10-Oct-16 5-Dec-1617-Aug-15 28-Sep-15 7-Dec-15 14-Mar-162-Nov-15

F.POL1
Also 
refer 

OpSrv1

Accounting 
Policies & 
Procedures

5.6 Review Accounting Policies & Procedures Accounting Policies 
& Procedures

Annually Tri-annually

√ √

Opportunit
y to 
remove / 
refocus 
effort

Accounting 
Policies & 
Procedures to 
be reviewed 
Tri-annually. 
Ad hoc 
change to be 
reviewed as 
requested

 √
Every 3 

years per 
Assurance 
Mapping 
Report

√ 
Resol 

18/08/14
Item 10.7

Review 
Policies

(1) 
Procureme
nt Policy 
(take into 
account 

results of 
Internal 
Audit of 

Procureme
nt and 

Tender by 
Bentley)

(2) Budget 
Framewor

k

√ 
Resol 

18/08/14
Item 10.7
Review 
Policies

(1) 
Procureme
nt Policy 
(take into 
account 

results of 
Internal 
Audit of 

Procureme
nt and 

Tender by 
Bentley)

√ 
If Required

√ 
If Required

F.SR1

Statutory 
Reporting

1.1, 
BP1.3

Identify areas of accounting treatment 
that are open to discretion, and in 
particular have material impact on 
reported financial performance and 
position.
(e.g. assumed asset lives, depreciation 
methodology, asset revaluation frequency 
and techniques, capitalisation policies 
and overhead accounting treatments all 
can have material effect on the operating 
result and net asset values)

Annual Financial 
Statements Audit 
Report

Annually Annually

√ √ √

Maintain 
current 
plan

√ 
Part of Year 

end

√ 
Part of 

Year end

F.FA1

Financial 
Treatment of 
Fixed Assets

1.3, 
4.5(2), 
BP2.7

Ensure that asset values and 
depreciation rates are up to date and 
soundly based, including that they have 
particular regard to local conditions and 
do not just reflect common practice 
elsewhere e.g.
• whether land values reflect the current 
local market;
• whether infrastructure asset values 
reflect local replacement costs and the 
condition of existing assets;
• whether an infrastructure asset 
condition audit been undertaken recently 
to assist in making this judgement.
Asset Accounting - AASB13 - Fair Value 
Asset Revaluation
Asset Accounting - Review Asset 
Sustainability Ratio, Operating Surplus 
Ratio & Net Financial Liabilities Ratio

Annual Financial 
Statements Audit 
Report

Annually as request

√ √ √ √ √ √ √

Opportunit
y to 
remove / 
refocus 
effort

Assurance 
overlap 
exists. 
Review Asset 
Sustainability 
Ratio, 
Operating 
Surplus Ratio 
& Net 
Financial 
Liabilities 
Ratio as part 
of the year 
end AFS 
review

√ 
Part of Year 

end

√ 
Part of 

Year end
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Current Status / Action to be taken Reports Frequency 
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Frequency 
by CoP

Audit Committee Work Program (September 2015 - October 2016)

Bentleys 
Recommenda

tions
Activity / Process

ACWP 
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Ref
16-May-16 15-Aug-16 10-Oct-16 5-Dec-1617-Aug-15 28-Sep-15 7-Dec-15 14-Mar-162-Nov-15

F.CTRL
1

Financial Internal 
Control Status 
Report (Control 
Track - Deloitte) 
Adopt ‘Best 
Practice Model’

Annually Annually

√ √ √ √ √

Maintain 
current 
plan

√

F.CTRL
2

Interim Audit Report March & 
June

March & 
June

√ √ √

Maintain 
current 
plan  √ √ √

F.CTRL
3

Audit Management 
letter as part of AFS 
process.

Annually Annually

√ √ √

Maintain 
current 
plan

√ 
Part of Year 

end

√ 
2014/15 
Final Fin 

Statement
s & 

Wastecare

√ 
Part of 

Year end

F.CTRL
4

General 
Ledger BP1.2 √ √ √ √ √ √ √

F.CTRL
5

Cash Flow 
and Petty 
cash

BP2.1 √ √ √ √ √ √ √

F.CTRL
6

Banking BP2.2 √ √ √ √ √ √ √
F.CTRL

7
Investments BP2.3 √ √ √ √ √ √ √

F.CTRL
8

Debtors BP2.4 √ √ √ √ √ √ √
F.CTRL

9
Inventory BP2.5 √ √ √ √ √ √ √

F.CTRL
10

Prepayment BP2.6 √ √ √ √ √ √ √

F.CTRL
11

Project 
Costing BP2.8 √ √ √ √ √ √ √

F.CTRL
12

Loans/Grants 
to 
Clubs/Comm
unity Groups

BP2.9 √ √ √ √ √ √ √

F.CTRL
13

Accounts 
Payable BP3.1 √ √ √ √ √ √ √

F.CTRL
14

Accrued 
Expenses BP3.2 √ √ √ √ √ √ √

F.CTRL
15

Borrowings BP3.3 √ √ √ √ √ √ √

F.CTRL
16

Employee 
Provisions BP3.4 √ √ √ √ √ √ √

F.CTRL
17

Taxation BP3.5 √ √ √ √ √ √ √

F.CTRL
18

Rates/Rates 
Rebates BP4.1 √ √ √ √ √ √ √

F.CTRL
19

Grants BP4.2 √ √ √ √ √ √ √

2.1, 
BP1.2

Ensure a thorough review is undertaken 
to identify locally appropriate internal 
control and risk management policies and 
procedures using formal tools and 
processes such as the Internal Financial 
Controls – Best Practice Manual, 2002 
(produced by the SA Local Government 
Financial Management Group, with 
funding from the Local Government 
Research and Development Scheme) 
and/or other locally appropriate reference 
tools.  Ensure that identified improvement 
opportunities can be appropriately 
addressed.  [Note – this could be 
undertaken progressively in stages with 
the locally most important and highest 
risk areas tackled first.]

Identify whether weaknesses in internal 
controls have been previously identified, 
e.g. by management or Council’s external 
auditor, and if so whether action has been 
taken to have them addressed.

Control Self 
Assessment / 
Internal Controls 
over financial 
reporting
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Recommenda

tions
Activity / Process

ACWP 
& BPM 

Ref
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F.CTRL
20

User Pay 
Income/Fee 
for Services

BP4.3 √ √ √ √ √ √ √

F.CTRL
21

Investment/In
terest Income BP4.4 √ √ √ √ √ √ √

F.CTRL
22

Receipting BP4.5 √ √ √ √ √ √ √

F.CTRL
23

Other 
Revenue BP4.6 √ √ √ √ √ √ √

F.CTRL
24

Elected 
Members’ 
Expenses

BP5.3 √ √ √ √ √ √ √

F.CTRL
25

Credit Cards BP5.4 √ √ √ √ √ √ √

F.CTRL
26

Employee 
Reimbursem
ents

BP5.5 √ √ √ √ √ √ √

F.CTRL
27

Other 
Expenses BP5.6 √ √ √ √ √ √ √

F.PAY1

Payroll

BP5.2

Payroll process review including payroll 
master file, leave policy, EBA compliance, 
etc.

IA Report - Payroll 
(Oct 2016/17)

Annually Annually

√ √ √ √ √ √ √ √ √

Maintain 
current 
plan √

HR 2 0 0 0 0 2 0 0 0 2
HR1 
also 
refer 

G.WHS
1

Workers 
Compensation 
Scheme

2.2 LGA Workers Compensation Scheme 
Audits  (SA Partnership Visit) – Review to 
19/08/2013 AC Review annually

LGA Workers 
Compensation 
Scheme Review 
Report

Annually Annually

√ √ √

Maintain 
current 
plan √

√ Resol 
19/08/2013 
Item 10.7 √

HR2

Retention / multi 
skilling of staff

4.3.9 Employee relationships Human Resource 
Function Audit 
Report

as request as request

√ √ √

Maintain 
current 
plan

√

√
Resol 

18/08/2014 
Item 10.9
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Operational 
Services 11 5 7 5 0 11 3 5 2 2

OpSrv1
Also 
refer 

F.POL1

High level review of budget process and 
project tracking to ensure Cap & 
operating expenditure appropriately 
captured and classified

Procurement Policy Annually Tri-annually

√ √ √ √ √ √ √

Maintain 
current 
plan

Suggest to 
review the 
policy Tri-
annually

 √ 

Review 
Policies

Procureme
nt Policy 

(in 
conjunctio

n with 
Internal 
Audit of 

Procureme
nt and 

Tender by 
Bentley)

√ 

Review 
Policies

Procureme
nt Policy (in 
conjunction 

with 
Internal 
Audit of 

Procureme
nt and 

Tender by 
Bentley)

OpSrv2

Process level review IA Report - 
Procurement & 
Contract 
Management 
Processes (June 
2015)

as request as request

√

Maintain 
current 
plan

√

OpSrv3

Contract 
Management

4.5(6), 
BP5.1

Review on the adequacy of tender 
processes and the management and 
reporting of contract costs in accordance 
with contractual requirements.

IA Report - 
Procurement & 
Contract 
Management 
Processes (June 
2015)

as request as request

√ √ √ √ √ √

Maintain 
current 
plan √

OpSrv4

Infrastructure 
Integrity

4.3.1 key issues for assets, ‘no surprises’ 
approach to AMP, Depreciation rates, 
Condition assessment, Analysis of the 
impact of infrastructure assets revaluation 
& impact on 10 year financial plan (roads, 
kerbs, footpaths & stormwater) - 6 
monthly
Land & Building revaluation - 6 monthly

Annual Business 
Plan
Asset Management 
Plan

Annually Annually

√ √ √

Opportunit
y to 
remove / 
refocus 
effort

Assurance 
overlap 
exists. Annual 
Business Plan 
and Asset 
Management 
Plan to be 
reviewed 
annually

√ 
Part of Year 

end

√ 
Part of 

Year end

OpSrv5

Business and 
Economic 
Development – 
Rate of Return to 
Council

4.3.6 Report to update progress towards 
achieving economic growth targets

Business and 
Economic 
Development 
Progress Report 
(Last Reported 
17/08/2015)

Six Monthly Quarterly 
Request to 

alter to 
Annually √ √

Potential to 
increase 
assurance 
in this area

Business and 
Economic 
Development 
Progress 
Report to be 
reviewed 
quarterly

√ √

OpSrv6

ICT Shared 
Service Initiatives 
- Project 
completed

4.3.10 ERA / IT
Review IT Shared Services
Progress of the new Information 
Technology Service Agreement be 
reported to the next Audit Committee.

Information 
Technology Service 
Agreement

Project 
Completed

Project 
Completed

√ √ √ √ √ √

Maintain 
current 
plan

OpSrv7

Conflict of 
Interest

4.3.11 Develop Conflict of Interest Policy to aid 
procurement, investment, development 
assessment and other Council decision 
making paths. Working with LGA in 
developing model policy following the 
review of Conflict of Interest provision in 
LG Act.

Conflict of Interest 
Policy & Progress 
Report

Annually Tri-annually

√ √ √ √ √ √

Opportunit
y to 
remove / 
refocus 
effort

Policy to be 
reviewed tri-
annually

√ 
Resol 

16/03/2015 
Item 10.5

√ 
Resol 

16/03/2015 
Item 10.5
Resubmit

Purchasing & 
Procurement

4.3.4
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OpSrv8

Infringements from 
propos
ed IA 
Plan

Analysis of documents including 
strategies, plans, policies, guidelines and 
reports and a review of outstanding fines. 
In addition, it would include a review of 
the writing off/waiving of infringement 
process.

IA Report - 
Infringements (Aug 
2016/17)

as request as request

√ √ √ √ √ √

Maintain 
current 
plan

√

OpSrv9

Communications from 
propos
ed IA 
Plan

Review of current policies, procedures 
and staff awareness relating to how and 
when to respond in the event of media 
misrepresentation and potential of 
reputation damage.

IA Report - 
Communications 
(June 2016 - 
2015/16)

as request as request

√ √ √ √

Maintain 
current 
plan

√ 
Resol 

3/12/12 Item 
10.5

OpSrv1
0

Rating Health 
Check

5.4 Rating Health Check Rating Health 
Check Report 
(October)

Annually Annually

√ √ √ √

Maintain 
current 
plan

 √ 
Resol 

15/12/2014 
Item 10.5

√ 
Resol 

15/12/2014 
Item 10.5 √ 

OpSrv1
1

Fringe Benefit 
Tax Review

5.5 Fringe Benefit Tax Review Fringe Benefit Tax 
Review Report

as request as request
√ √ √ √

Maintain 
current 
plan

OpSrv1
2

Service 
Delivery/Custom
er Service 
Review

5.7  Review Service Delivery/Customer 
Service

Service 
Delivery/Customer 
Service Review 
Report

as request as request

√ √

Maintain 
current 
plan

Legend:

Internal Audit Projects
High risk areas, per 3 years Internal audit plan

Assurance Provision
Maintain current plan
Opportunity to remove / refocus effort
Potential to increase assurance in this area - Suggested Quarterly - Not practical.  Request to alter to Annually.
Essential to increase assurance in this area

ACWP Audit Committee Work Program
BPM Best Practice Model
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AGENDA ITEM NO.: 10.12 ON AGENDA 
 
TO: Audit Committee on 7 December 2015 
 
DIRECTOR: Ginny Moon, Director Corporate Services; and 
 Greg Georgopoulos, Director Infrastructure Assets and 

Environment 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Internal Audit Report – Long Term Financial Plan and Asset 

Management Plan 
 
 

1. EXECUTIVE SUMMARY 

1.1 As part of the Internal Audit Contract, Bentleys have been engaged to undertake a 
number of key internal audit during the current financial year. 

1.2 Bentleys have completed a review of Council’s Long Term Financial Plan and Asset 
Management Plan. The Bentleys report is included in Attachments 1 – 20. 

2. RECOMMENDATION 

(1) Council notes Bentleys Internal Audit Report – Long Term Financial Plan 
and Asset Management Plan.  

(2) A further report be presented to the Audit Committee identifying the steps 
completed to address the findings identified in the Bentleys report. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Local Government Act 1999, Chapter 10. 

3.2 Core Strategy – Your Council – “Ensure Financial Sustainability”. 

4. COMMUNITY INVOLVEMENT 

4.1 No community consultation was undertaken on this matter. 

5. DISCUSSION 

5.1 As part of the Internal Audit Contract, Bentleys have been engaged to undertake a 
number of key internal audit during the current financial year. 

5.2 Bentleys have completed a review of Council’s Long Term Financial Plan (LTFP) and 
Asset Management Plan (IAMP). The Bentley’s report is included in Attachments 1 – 
20. 
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5.3 Overall, on Attachment 5 Bentleys identified Council has a number of good practices 
in place for the development of its LTFP. 

5.4 Council’s current LTFP and IAMP are contained within its Annual Business Plan 2015-
2016 (ABP) as adopted on 23 June 2015. 

5.5 The development of these documents is undertaken across different directorates with 
Corporate Services responsible for the LTFP while Infrastructure, Assets, and 
Environment prepare the IAMP.  

5.6 The Bentleys report highlighted 6 findings from the review. They are presented in the 
following paragraphs. 

5.7 Finding 1 – Assumptions not accurate or sufficient. 

5.7.1 Proposed Actions/Comments – Currently, Council indexes contracts, materials 
and other expenditure in line with an index of 3.4%, as outlined in the LTFP 
assumptions (ABP page 81). This result is then adjusted by any fluctuation in 
operating project budget required (ABP page 94). Utilising indexations as 
identified by Bentleys will result in an immaterial adjustment to the current LTFP. 
10 year averages of the LG Price Index (LGPI) will be recalculated and updated 
to the LTFP assumptions for 2016-2017. 

5.8 Finding 2 – Risks associated with the LTFP assumptions not considered. 

5.8.1 Proposed Actions/Comments – As noted in the report, Council’s LTFP is based 
on best known assumptions as outlined in the ABP (page 81). Items such as the 
community’s capacity to pay is considered as part of the public consultation 
process. Should any funding level changes occur (especially in directly funded 
programs eg Community Home Support Programme (CHSP)), Council would 
need to reconsider its current level of service. In areas of direct funding, Council 
has staff employed in fixed term contracts aligned with funding agreements 
enabling operational flexibility to reduce or close the service should funding be 
altered. 

5.9 Finding 3 – Sensitivity Analysis assessing key assumptions not documented. 

5.9.1 Proposed Actions/Comments – As noted in the report, no analysis was 
requested as part of the 2015-2016 draft budget. Should this occur in the future, 
it will be recommended to be included in the minutes of the Audit Committee.  

5.10 Finding 4 – Inconsistent data used in LTFP and IAMP. 

5.10.1 Proposed Actions/Comments – While immaterial in variance on this occasion, 
greater emphasis on checking these connections will be made in the future. 

5.11 Finding 5 – Absence of asset management policy framework. 

5.11.1 Proposed Actions/Comments – Development of a formalised policy covering 
existing processes to be drafted and presented to the March 2016 Audit 
Committee Meeting. 
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5.12 Finding 6 – Inadequate Infrastructure and Asset Management Plan. 

5.12.1 Proposed Actions/Comments – The finding suggests better alignment of 
Council’s IAMP with the better practice model developed by the LGA. The 
present IAMP has been developed in house and is compliant with the Local 
Government Act and associated Financial Management Regulations. 

5.13 In addition to the 6 findings listed above, the Bentleys report identified an opportunity 
for improvement that they saw value in incorporating into Council’s processes. This 
step will be added to the Annual Business Plan 2016-2017 prior to adoption. At present 
the CEO’s statement is a separate report to Council. 

 

 

ATTACHMENTS 

Attachments 1-20: Bentleys – Internal Audit Report – Long Term Financial Plan and 
Asset Management Plan 
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City of Prospect 
Long Term Financial Plan and  

Infrastructure & Asset  
Management Plan 

Internal Audit Report  
 
 

 

October - November 2015 
 
Contact: 

David Papa, Director 
Bentleys (SA) Pty Ltd 
T 08 8372 7900 
F 08 8372 7999 
E dpapa@adel.bentleys.com.au 
 
Level 2, 139 Frome Street 
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Private & Confidential 
 

To:  Ginny Moon,  

Director, Corporate Services 

 

  

  

Copy: Audit Committee  
  

  

  
 
 
Internal Audit Report  
Long Term Financial Plan and Infrastructure & Asset Management Plan 
 
We have completed our review on the sufficiency of Long Term Financial Plan and Infrastructure & 
Asset Management Plan processes for the City of Prospect.  Please find attached our report 
containing details of our assessment and recommendations.  The report also contains a description of 
the scope of work and our approach. 
 
An Executive Summary is provided for consideration by the Audit Committee. 
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© 2015 Bentleys (SA) Pty Ltd 
Inherent Limitations 

Due to the inherent limitations of any internal control structure, it is possible that fraud, error or non-compliance with laws and regulations may 
occur and not be detected. Further, the internal control structure, within which the control procedures that have been subject to this review 
operate, has not been reviewed in its entirety and, therefore, no opinion or view is expressed as to its effectiveness of the greater internal control 
structure. This review is not designed to detect all weaknesses in control procedures as it is not performed continuously throughout the period 
and the tests performed on the control procedures are on a sample basis. Any projection of the evaluation of control procedures to future periods 
is subject to the risk that the procedures may become inadequate because of changes in conditions, or that the degree of compliance with them 
may deteriorate. 
We believe that the statements made in this report are accurate, but no warranty of completeness, accuracy or reliability is given in relation to the 
statements and representations made by, and the information and documentation provided by City of Prospect management and personnel. We 
have indicated within this report the sources of the information provided. We have not sought to independently verify those sources unless 
otherwise noted within the report. We are under no obligation in any circumstance to update this report, in either oral or written form, for events 
occurring after the report has been issued in final form unless specifically agreed. The findings expressed in this report have been formed on the 
above basis. 
 

Third Party Reliance 

This report is solely for the purpose set out in the Official Order and for City of Prospect information, and is not to be used for any other purpose 
or distributed to any other party without Bentleys (SA) Pty Ltd’s prior consent. 
This summary report has been prepared at the request of City of Prospect management or its delegate. Other than our responsibility to the 
management of the City of Prospect, neither Bentleys (SA) Pty Ltd nor any member or employee of Bentleys (SA) Pty Ltd undertakes 
responsibility arising in any way from reliance placed by a third party, including but not limited to City of Prospect external advisors, on this 
summary report. Any reliance placed is that party’s sole responsibility. Liability limited by a scheme approved under Professional Standards 
Legislation. At
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EXECUTIVE 
SUMMARY 
 

BACKGROUND 
The Council has engaged Bentleys SA Pty Ltd to conduct an internal audit project – Long Term 
Financial Plan (LTFP) and Infrastructure & Asset Management Plan (IAMP) processes review in June 
2015 in line with the Audit Committees Internal Audit Program. 

This report outlines findings and recommendations in respect of the LTFP and IAMP processes. 

AUDIT OBJECTIVES 
The overall objective of the audit was to review the system of internal controls and management 
processes providing reasonable assurance that adequate management controls exist to mitigate risk. 

The specific objectives of the audit were to determine: 

 Compliance with the Local Government Act 1999 and its regulations; 

 Compliance with internal policies and procedures; 

 Integrity of underlying key assumtions within the strategic corporate planning process; 

 Integrity of LTFP and the aligned IAMP 

Governance objectives, where relevant, were considered and included an assessment of whether 
governance processes were in place, including: 

 Defined roles and responsibilities; 

 Segregation of duties; 

 Appropriate levels of delegated authority; 

 Monitoring and reporting of abnormal activity; and 

 Records management and documented audit trails. 

AUDIT SCOPE & APPROACH 
The audit scope includes:  

Framework and Governance 

 Consider whether an asset management framework is established, documented and approved; 

 Assess current LTFP and asset management governance structures against the industry better 
practice - Local Government Association of South Australia (LGA) guidances 

 Consider the currency of training and relevancy of qualification for key staff included in the LTFP 
and IAMP preparation processes; and 

 Identify improvement opportunities that Council would like to address in future updates to improve 
value. 
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LTFP and IAMP 

 Assess the appropriateness and accuracy of key assumptions that form the basis of the LTFP 
and IAMP; 

 Consider whether the key assumptions of the planning processes are integrated with the strategic 
corporate planning process including the alignment of planning time frames; 

 Review LTFP to ensure it includes adequate provision for estimated warranted expenditure 
projections included in Council’s IAMP; and 

 Ensure Council has undertaken sensitivity analyses to assess the impact of variations in 
underlying key assumptions. 

Performance Management and Monitoring 

 Consider the processes in place to monitor and manage key asset performance and that 
appropriate reporting processes are in place; 

 Consider the processes in place to establish the asset maintenance plan and that the plan is fit for 
purpose based on risk assessment, current and effectively implemented. 

The approach involved reviewing the process, procedures, policies and documentation; interviewing 
key staff; observation, walkthrough and substantive testing and where appropriate seeking expert 
advice. 

GOOD PRACTICES OBSERVED 
Throughout this review we compared the Council processes to our knowledge and understanding of 
Local Government Association guidance for LTFP and IAMP, and good business practice. The 
following good practices were observed during the review: 

 Integral to LTFPs are the financial projections which result from the underlying assumptions 
adopted. The analysis, actions, responsibilities etc. of the plans are based on the assumptions.  

 “Long-term Financial Plan Model” was used which is developed by the SA Local Government 
Financial Management Group (SALGFMG) in association with the Local Government Act.  
Amendment relating to the Operating Surplus Ratio were explained and incorporated into the 
model. 

 LTFP is reviewed annually after the adoption of annual business plan. The financial provision was 
updated and reviewed in August 2015 due to the new ‘Library Service to the Future’ project.  

 

 

 

 

 

 

  At
ta

ch
m

en
t

Attachment 5 152



   
 

 City of Prospect Page 6 of 20 
 Internal Audit Report -  
 LTFP and I&AMP 
 October - November 2015 

 
 

RISK ASSESSMENT 
Provided below is an audit assessment of the risk (based on the City of Prospect risk framework) in 
respect of the process reviewed, having regarding to the issues identified by the audit.  

  

 

 

 

 

 

 

 

Key inherent risks (before control) include: 

 Non-compliance with legislation and regulation; 

 Non-compliance with policies and procedures; 

 LTFP is not based on quality assumptions; 

 Lack of data integrity; 

 Financial risks including credit risk, liquidity risk and interest rate risk; and 

 Failure in obtaining government grant funding to deliver services and programs. 

The control effectiveness assessment below is an indicator of the current state of the control 
environment within business operations and its ability to mitigate against these risk exposures.  

Key controls identified during the audit include: 

 Defined asset management policy framework; 

 Management approval and annual review; 

 Long Term Financial Plan Model; 

 LTFP key assumptions and its sensitivity analysis; 

 LTFP and IAMP data integrity and linkage; 

 Implementation monitoring and reporting; and 

 Records management 

Given City of Prospect does not have its control effective ratings in the risk management policy, we 
adopted the definitions of control effectiveness ratings from the Better Practice Model – Internal 
Financial Control developed by the South Australian Local Government Financial Management Group 
Inc (SALGFMG). 
  

5 
 (Almost Certain)      

4 
 (Likely)      

3 
 (Possible)  1 3;5 6  

2 
 (Unlikely)  4 2   

1 
 (Rare)      

 1 
(Insignificant) 

2 
(Minor) 

3  
(Moderate) 

4  
(Major) 

5  
(Critical) 
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CONTROL EFFECTIVENESS GRAPH 
 

  
 

KEY FINDINGS AND OBSERVATIONS 
A summary of the risk rated findings are provided below. 

Ref Description of Findings Risk Rating 

Long Term Financial Plan 

1 Assumptions not accurate or sufficient Low 

2 Risks associated with the LTFP assumptions not considered Low 

3 Sensitivity analysis assessing key assumptions not documented Moderate 

4 Inconsistent data used in LTFP and IAMP Low 

Infrastructure & Asset Management Plan 

5 Absence of formalised asset management policy framework Low 

6 Inadequate Infrastructure and Asset Management Plan High 

Ref Improvement Opportunities  

1 CEO’s Report on Financial Sustainability to be incorporated to the LTFP  

 
Refer to Agreed Action Plan (Appendix 1), Improvement Opportunities (Appendix 2) for detailed 
information. 

Each key finding is rated based on the impact to the process considered. Refer to Risk Framework 
(Appendix 4) for detailed information. 

 

4 

2 

1 

0 

0 

0 1 2 3 4 5

Effective
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Requires significant
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APPENDIX 1  

DETAILED FINDINGS AND AGREED ACTION PLAN 

 

Finding 1 Assumptions not accurate or sufficient 

Impact: Minor 

Likelihood: Possible 

Risk Rating: Low 

 

Findings:  

Differences in assumptions regarding future events can have a big impact on the financial projections 
in a LTFP. According to the LGA Financial Sustainability Information Paper 8 Long-term Financial 
Plans, it is important that key assumptions (those that, if varied, could have a significant impact on 
financial outcomes) should be documented in the LTFP and should be defendable.  

Our review found that Council used the average Local Government Price Index Expenditure 
Components in the past ten years (2004/05 to 2013/14) as the assumptions for both operating and 
capital expenditure increase. However, this basis was not documented in the LTFP.  As per the Local 
Government Price Index, the average increase rates in the past ten years are 3.34% for operating 
expenditure and 3.58% for capital expenditure instead of 3.4% that was used by Council which was 
the avarage total increase rate for both operating and capital expenditure. 

Assumptions relating to maintaining existing services at current service standards was not considered 
and documented in the LTFP. 

Risk: 

Inaccurate or insufficient assumptions assessed could increase the risk of: 

 noncompliance with the Local Government Act 1999 and its regulations 

 lack of data integrity to the LTFP 

 failure in obtaining government grant funding to deliver services and programs 

 incorrect decision making on rates or treasury activities 

Bentleys Recommendation: 

It is recommended management review and document: 

 the assumptions for both operating and capital expenditure by using the accurate average 
Local Government Price Index Expenditure Components 

 the assumptions relating to maintaining existing services at current service standards 

Management Response: 

 

Responsible Officer:       Target Date: 
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Finding 2 
Risks associated with the LTFP assumptions not 
considered 

Impact: Moderate 

Likelihood: Unlikely 

Risk Rating: Low 

 

Findings:  

A LTFP must be based on best assumptions, but a Council should also be mindful of the probabilities 
and risks associated with these assumptions in its decision making. Our review found that the risks 
associated with those assumptions were not considered by the management. Theses risks may relate 
to: 

 Unknown funding gaps 

 Changes to Local Government funding programs 

 The capacity of the community to meet the increase of rates, etc. 

Risk: 

Not considering the risks associated with the LTFP assumptions could increase the risk of: 

 noncompliance with the Local Government Act 1999 and its regulations 

 lack of data integrity to the LTFP 

 financial risks including credit risk, liquidity risk and interest rate risk 

 failure in obtaining government grant funding to deliver services and programs 

Bentleys Recommendation: 

It is recommended management regularly review the risks associated with the assumptions as a 
minimum to: 

 assess funding requirements  

 identify potential risk in relation to cost shifting from the Federal and State Government to 
Local Government.  

 assess the capacity of the community to meet the increase of rates 

Management Response: 

 

Responsible Officer:       Target Date: 
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Finding 3 
Sensitivity analysis assessing key assumptions 
not documented 

Impact: Moderate 

Likelihood: Possible 

Risk Rating: Moderate 

 

Findings:  

In the agenda of Audit Committee meeting held on 18 May 2015, recommendation has been made 
that a sensitivity analysis be prepared on identified project items and tabled at a future Audit 
Committee meeting for review. However, the minutes of that meeting showed that this offer was not 
taken up. No reasons were explained and documented in the minutes. 

Risk: 

Lack of documented sensitivity analysis assessing the impact of variations in underlying key 
assumptions could increase the risk of: 

 LTFP is not based on quality assumptions 
 the probabilities and risks associated with these assumptions were not considered in 

Council’s decision making 
 incorrect decision making 

Bentleys Recommendation: 

It is recommended management to document the sensitivity analysis assessing the impact of 
variations in underlying key assumptions when preparing the LTFP. 

Management Response: 

 

Responsible Officer:       Target Date: 
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Finding 4 Inconsistent data used in LTFP and IAMP 

Impact: Minor 

Likelihood: Unlikely 

Risk Rating: Low 

 

Findings:  

During the review we found the IAMP recorded whole-of-life annual spend of asset as $3,129K.  
However, in the LTFP, the required spend that used for Asset Sustainability Ratio calculation is 
$3,124K, a $5,000 difference.  Due to the immaterial nature of this difference, the impact on Asset 
Sustainability Ratio calculation is nil.  

Risk: 

Inconsistent data used in LTFP and IAMP could increase the risk of: 

 noncompliance with the Local Government Act 1999 and its regulations 
 lack of data integrity 
 financial risks 
 incorrect decision making 

Bentleys Recommendation: 

It is recommended management to review the linkage between LTFP and IAMP to ensure the integrity 
of data used in LTFP and IAMP. 

Management Response: 

 

Responsible Officer:       Target Date: 
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Finding 5 Absence of asset management policy framework 

Impact: Moderate 

Likelihood: Unlikely 

Risk Rating: Low 

 

Findings:  

The Local Government Act 1999 and its regulations require each Council to: 

 maintain prudential management policies, practices and procedures for the assessment of all 
projects. Section 48 (aa1) 

 have a policy on the sale and disposal of assets. Section 49 (1)(d) 
 adopt an internal control policy which safeguards assets. Section 125 

Council Members determine the policy framework within which existing assets are managed, new 
assets are acquired and the overall program for maintenance and disposal of assets. This policy 
framework will typically have regard to the link between the purchase, upgrade and disposal of assets, 
the delivery of services to communities and consultation processes required to ensure communities 
are well informed and able to influence the decisions of their Councils. (Refer to Local Government 
Association of South Australia - Financial Sustainability Information Paper 6 Infrastructure and Asset 
Management). 

Our review found that the Council does not currently maintain any asset management policy 
framework except an accounting policies and procedures manual that defines the accounting 
treatment for Council assets – Property, Plant, Equipment & Infrastructure. Asset management 
governance arrangements, principles, objectives, roles and responsibilities are not formalised and 
documented. 

Risk: 

Lack of formalised asset management policy framework could increase the risk of: 

 noncompliance with the Local Government Act 1999 and its regulations 
 strategic planning objective not met  
 improper operation within the ranges to optimise the asset life cycle 

Bentleys Recommendation: 

It is recommended management to establish an asset management policy framework, which should 
include appropriate governance arrangements and asset management policies, strategies and plans 
that are well developed and integrated.  

Key components of a sound asset management policy framework include:  

 governance arrangements incorporating an accountability structure that identifies roles and 
responsibilities 

 an agreed policy that establishes the principles and requirements for asset management 
 a strategy that sets out the actions needed to implement the policy and links the asset 

portfolio to service delivery needs 
 asset management plans that link to the policy, strategy, long-term financial plans and 

intended levels of service 
 current and planned levels of service established in asset management plans, prepared in 

consultation with the community At
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Management Response: 

 

Responsible Officer:       Target Date: 
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Finding 6 
Inadequate Infrastructure and Asset Management 
Plan 

Impact: Major 

Likelihood: Possible 

Risk Rating: High 

 

Findings:  

The IAMP was assessed against better practice and a number of deficiencies were identified as 
highlighted in the following table: 

# Better Practice Elements Internal Audit Comments 
1 Sets out the plan framework. Road Map for preparing an Asset 

Management Plan was not provided. 
2 Documents council’s customer research 

including the LGA Comparative Performance 
Measures in Local Government surveys. 

The current IAMP did not address this 
fundamental issue. 

3 States the legislative requirement the Council 
has to meet including Australian and State 
legislation and State regulations. 

Legislative requirement was not provided. 

4 Sets current and desired levels of service for 
each asset class and significant asset. 

Measurable levels of service for each asset 
class were not provided.  Only asset class, 
useful life, quantity and value are provided. 

5 Provides clear linkages with current and future 
community service needs. Analyses the 
potential factors effecting demand including 
population growth, social and changes in 
technology. 

There is no evidence of analysis to identify 
current and future service needs in support of 
the IAMP. 

6 Summaries the current condition of assets. Council engaged Tonkin to perform condition 
assessment on a 5-yearly basis. The current 
condition of assets relating to Footpath 
Program and Drainage Program were not 
provided in the IAMP.  

7 Summaries asset values from council’s asset 
register and Annual Financial Reports. Record 
the financial reporting date, year of last 
revaluation and whether values are greenfield 
or brownfield. 

Measures of asset consumption, renewal and 
upgrade were not provided. 

8 Incorporates risk management plan and 
disposal plan into the lifecycle management 
plan 

No risk management plan and disposal plan 
were incorporated into each asset 
management program. 

9 Includes standards and specifications in the 
Maintenance Plan 

Standards and specifications were not 
provided. 

10 Provides key assumptions made in presenting 
the information contained in IAMP and in 
preparing forecasts of projected operating and 
capital expenditure and asset values and 
depreciation expense estimates. 

Key assumptions in financial forecast, 
depreciation, maintenance and renewal 
forecast were not provided. 

11 Explains how the performance of the plan will 
be monitored. 

Performance measure and improvement plan 
not provided. 

Source: Adopted from Local Government Association of South Australia - Guidance for Infrastructure 
and Asset Management Plan Template 
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Risk: 

Inadequate IAMP could increase the risk of: 

 noncompliance with the Local Government Act 1999 and its regulations 
 lack of data integrity of IAMP 
 improper operation within the ranges to optimise the asset life cycle 

Bentleys Recommendation: 

It is recommended management to update its IAMP and address the deficiencies identified above. 

Management Response: 

 

Responsible Officer:       Target Date: 
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APPENDIX 2  

IMPROVEMENT OPPORTUNITIES 

 
Improvement Opportunity 1 

CEO’s Report on Financial Sustainability to be incorporated 
into the LTFP 

 

Findings: 

The CEO’s Report on Council’s Financial Sustainability has taken into account the annual business 
plan and SMPs.  On 23 June 2015, Council noted this report. However, this report was not 
incorporated into the LTFP. 

Bentleys Recommendation: 

It is recommended management incorporated CEO’s Report on Council’s Financial Sustainability to 

the LTFP. 

Management Response: 

 

Responsible Officer:       Target Date: 
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APPENDIX 3  

DOCUMENTS ACCESSED AND CONSULTATION 

Documents provided by City of Prospect and accessed include: 

 Annual Business Plan including LTFP and IAMP 
 CEO’s Report on Council’s Financial Sustainability 
 LTFP model 
 Asset program and cost summary 

We would like to extend our appreciation to the following individuals who participated in, and provided 
information during this internal audit review. 

 Chris Birch, Manager Financial Services 
 Alex Cortes, Manager Infrastructure, Assets and Environment 
 Dimi Shizas, Infrastructure & Assets Engineer 
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APPENDIX 4  

RISK RATING MATRIX 

The following framework for Assurance ratings was developed to prioritise findings according to their 
relative significance depending on their impact to the process. 

Likelihood 

Consequences 

Insignificant 
1 

Minor 
2 

Moderate 
3 

Major 
4 

Catastrophic 
5 

E (Almost 
Certain) Moderate High High Extreme Extreme 

D (Likely) Low Moderate High Extreme Extreme 

C (Possible) Low Low Moderate High Extreme 

B (Unlikely) Low Low Low High Extreme 

A (Rare) Low Low Low Moderate High 

 

Measures of Corporate Risk Likelihood  
 
The likelihood of a risk eventuating must be identified in the context of existing controls using the 
following as a reference: 
 
Likelihood Rating Description Indicative Frequency Values 

E - Almost Certain Is expected to occur in 
most circumstances Greater than one or more per annum 

D - Likely Will probably occur in 
most circumstances 

Will probably occur on one occasion in the coming year. 
20%-90% probability the event will occur in the next year 

C - Possible Might occur at some 
time Between 3-10 years 

B - Unlikely 
Could occur at some 
time Between 10-50 years 

A - Rare 
May occur only in 
exceptional 
circumstances 

Every 50-100 years 
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Measures of Corporate Risk Consequence or Impact 
 

Where a risk has implications across a number of areas of impact, the highest rating should be used to determine the overall level of risk. However each 
identified risk should be assessed from a mitigation / action. 

Consequence Rating Infrastructure and Assets Business 
Continuity and 

Business 
Systems 

Legal Compliance and 
Liability 

Financial and 
Economic 

Political Social Environmental Customer/Citizen Reputation Partnership Staff WHS&IM 

Catastrophic 5 Widespread, long term loss 
of substantial key assets, 
infrastructure and/or IT 
network/hardware. Critical 
loss, irreversible damage 
property / infrastructure 

The continuing 
failure of 
Council to 
deliver 
essential 
services. The 
Removal of key 
revenue 
generation. 

Regulatory or contract 
breaches causing very 
serious litigation, 
including major class 
action. An event 
occurring outside City of 
Prospect's Insurance 
cover. 

Above 60% of 
City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Loss of power 
and influence 
restricting 
decision 
making and 
capabilities. 
Dismissal of 
Council by 
State 
Government. 

Widespread loss of 
trust across the 
community. 

Widespread and 
irreversible 
environmental 
damage 
attributed by the 
courts to be 
negligent or 
incompetent 
action of City of 
Prospect. 

Significant demographic and economic 
changes impact on recruitment and 
retention. Operational availability 
deteriorates below published service 
standards. Programs/projects not 
delivered, resulting in significant decline 
in community outcomes. Significant 
damage to reputation. 

Loss of State 
Government 
support with 
scathing 
criticism and 
removal of the 
Council. 
National media 
exposure. 

Resignation and or 
removal of major 
contractors and 
senior staff.   

Staff issues 
cause 
continuing 
failure to 
deliver 
essential 
services.  

Fatality or significant 
irreversible disability. 
Fatality of a member of 
staff or public. Critical 
loss, irreversible 
damage property / 
infrastructure 

Major 4 Widespread, short to 
medium term loss of key 
assets, infrastructure 
and/or IT 
network/hardware. 
Serious structural damage. 

Widespread 
failure to 
deliver several 
major strategic 
objectives and 
service plans. 
Long-term 
failure of 
Council causing 
lengthy service 
interruption.  

Major regulatory or 
contract breaches and 
litigation. Liability 
implications and fines 
for 
CEO/Directors/Manager
s. 

Between 2%-
6% of City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Adverse impact 
and 
intervention by 
State 
Government. 

Tangible 
expressions of 
mistrust amongst 
some community 
members with 
significant 
influence on 
decision-makers.  

Severe 
environmental 
impact requiring 
significant 
remedial action. 
Penalties and/or 
direction or 
compliance 
order incurred. 

Major economic changes impact on 
recruitment and retention. Department 
cannot meet service demand. Public 
confidence in the organisation 
undermined. Outcome of a major 
program/project not achieved resulting 
in decline of community outcomes. 
Significant review of implementation of 
program required. Interrupt the 
development of essential infrastructure. 

State media 
and public 
concern/expos
ure with 
adverse 
attention and 
long-term loss 
of support 
from City of 
Prospect 
residents. 

Community 
dissatisfaction. 

Persistent 
questions in 

Council, external 
inquiry. Industrial 
action affecting 
service delivery. 

Staff issues 
cause 
widespread 
failure to 
deliver several 
major strategic 
objectives and 
long-term 
failure of day 
to day service 
delivery. 

Serious & extensive 
injuries requiring 
hospitalisation/rehabili
tation. Lost time of 
more than 4 working 
days. Serious structural 
damage. 

Moderate 3 Short to medium term loss 
of key assets, 
infrastructure and/or IT 
network/hardware. 
Moderate loss or 
infrastructure damage. 

Failure to 
deliver minor 
strategic 
objectives and 
service plans. 
Temporary & 
recoverable 
failure of 
Council causing 
intermittent 
service 
interruption 
for a week. 

Regulatory or contract 
breaches causing 
investigation / report to 
authority and 
prosecution and 
moderate fines. 

Between 1%-
2% of City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Adverse impact 
and 
intervention by 
the ALG. 

Tangible 
expression of 
mistrust amongst 
some community 
members with 
moderate 
influence on public 
opinion and 
decision-makers.  

Moderate impact 
on the 
environment; no 
long-term or 
irreversible 
damage. May 
incur cautionary 
notice or 
infringement 
notice. 

Major workforce development strategy 
changes cause employment contracts not 
able to meet Service needs. Complaints 
increase and cause local media long-term 
adverse publicity. Significant effect on 
staff morale and public perception of the 
organisation. Delivery of community 
program/project outcomes compromised 
for identified groups. Significant 
review/changes to programs required. 

Significant 
state wide 
concern 
/exposure and 
short to mid 
term loss of 
support from 
City of 
Prospect 
residents. 

Short term 
damage, public 

embarrassment of 
organisation. 

Local-wide 
industrial action 

(e.g. Bans) 

Staff issues 
cause failure to 
deliver minor 
strategic 
objectives and 
temporary and 
recoverable 
failure of day 
to day service 
delivery. 

Medical 
treatment/hospitalisati
on required. Lost time 
of up to 4 working 
days. Moderate loss or 
infrastructure damage. 

Minor 2 Minor loss or 
infrastructure damage. 
Repairs required. 

Temporary and 
recoverable 
failure of 
Council causing 
intermittent 
service 
interruption 
for several 
days. 

Minor regulatory or 
contract breaches 
causing likely 
prosecution and minor 
fines. 

Between 0.2%-
1% of City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Adverse impact 
by another 
local 
government. 

Tangible 
expressions of 
mistrust amongst 
a few community 
members with 
some influence on 
public opinion and 
decision-makers. 

Minor 
environmental 
damage such as 
remote 
temporary 
pollution. 

Minor workforce development strategy 
changes cause minor financial and 
economic pressure effect the quality of 
customer service. Some public 
embarrassment. Local media coverage 
short term. Minor effect on staff morale 
/ public attitudes. Community 
program/project outcome compromised. 
Minor impact on deficiency or 
effectiveness, managed internally. 

Minor local 
community 
concern 
manageable 
through good 
public 
relations. 

Local adverse 
publicity. Visible 
dissatisfaction 

from public, 
limited/localised 

partnership 
interest., specific 

internal reporting. 
Local industrial 

action. 

Staff issues 
cause several 
days 
interruption of 
day to day 
service 
delivery. 

First aid treatment 
required resulting in 
lost time >1 day. Minor 
loss or infrastructure 
damage.  

Insignificant 1 Damage where repairs are 
required however facility, 
infrastructure,  
network/hardware is still 
operational. Negligible loss 
or damage to property or 
infrastructure. 

Negligible 
impact of 
Council, brief 
service 
interruption 
for several 
hours to a day. 

Negligible regulatory 
breaches that are 
detected early and 
rectified. Insignificant 
legal issues & non-
compliance. 

Less than 0.2% 
of City of 
Prospect's 
annual revenue 
(excluding 
capital 
revenue). 

Negligible 
impact from 
another local 
government. 

Tangible 
expressions of 
mistrust amongst 
a handful of 
community 
members with no 
influence on public 
opinion and 
decision-makers. 

Brief, non 
hazardous, 
transient 
pollution or 
damage. 

Lack of appropriate consultation. 
Rumours, no media coverage. Little 
effect on staff morale. Community 
program/project outcome compromised. 
Resolved by routine operations. 

Transient 
matter, e.g. 
Customer 
complaint, 
resolved in 
day-to-day 
management.  

Little or no 
publicity. 

Attention from 
minor stakeholder 
with no publicity, 

only routine 
internal reporting. 

Staff issues 
cause 
negligible 
impact of day 
to day service 
delivery. 

No injuries. No lost 
time. Negligible loss or 
damage to property or 
infrastructure. 
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