
 

 
 
 

Audit Committee 
Monday 18 December 2017 

(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 

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

16 October 2017 
 
4. Presiding Member’s Report – Nil 

 
5. Questions Without Notice – Nil 
 
6. Reports  

Declaration by Members of Conflict of Interest 
 
6.1 2017 Risk and WHS/IM Evaluations and Council Action Plans 

(Pages 1-4, Recommendation Page 1) 

6.2 Business Continuity Plan 
(Pages 5-8, Recommendation Page 5) 

6.3 Recruitment of Independent Member 
(Pages 8-15, Recommendation Page 9) 

6.4 Governance Audit Close Out 
(Pages 16-19, Recommendation Page 16) 

6.5 2017 Balance Day External Audit Management Letter 
(Pages 20-29, Recommendation Page 20) 

6.6 First Budget Review 2017 - 2018 
(Pages 30-56, Recommendation Page 30) 

6.7 Procurement Protocol 
(Pages 57-85, Recommendation Page 57) 

6.8 Periodic Review of Asset & Asset Management Policies 
(Pages 86-111, Recommendation Page 86) 

6.9 Periodic Review of Key Financial Indicators 
(Pages 112-117, Recommendation Page 112) 

 

http://www.prospect.sa.gov.au/webdata/resources/files/2017%20October%2016%20-%20Audit%20Committee%20Minutes.pdf


6.10 Audit Committee Outstanding Resolutions 
(Pages 118-123, Recommendation Page 118) 

6.11 Audit Committee Work Program Status Report December 2017 
(Pages 124-141, Recommendation Page 124) 

6.12 Prudential Review – Community Hub, Library and Innovation Centre (CLIC) 
(Pages 142-213, Recommendation Page 142) 

 

7. Confidential Items – Nil 

 

8. Closure  

 
Ginny Moon 
Director Corporate Services 

14 December 2017 
 



Item: 6.1 2017 Risk and WHS/IM Evaluations and Council Action Plans  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

AGENDA ITEM NO.: 6.1 ON AGENDA  
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Simon Bradley, Director Infrastructure and Environment 
 
REPORT AUTHOR: Victor Di Maria, Risk Management Officer; Jacqui Kearsley, WHS 

Coordinator 
 
SUBJECT: 2017 Risk and WHS/IM Evaluations and Council Action Plans 
 
 

1. EXECUTIVE SUMMARY 

This Report provides information regarding Council’s (external) 2017 Risk/WHS & 
Injury Management Evaluation (“the Evaluation”), undertaken by the LGA Mutual 
Liability Scheme (“the LGAMLS”) and the LGA Workers Compensation Scheme (“the 
LGAWCS”) and the finalisation of the 2016/17 WHS KPI & Risk Action Plans. 

The Evaluation ( undertaken early November 2017) is a revised process, combining 
both the previous WHS KPI Audit and Risk Management Review. The Evaluation 
process is a requirement of membership to the LGAMLS and LGAWCS and is 
undertaken by Risk/WHS Consultants of the Scheme. 

The purpose of the Evaluation is to appraise Council’s overall risk systems against the 
Self-Insurer (WHS) Elements and established Local Government Risk “Sector 
Baselines”. The Evaluation also reviewed Council’s internal Injury Management 
Protocols. 

The revised Evaluation process (and its findings) will mark the conclusion of the 
previous KPI Audit and Risk Review Action Plans. All previous WHS Actions have been 
considered within the required timeframes. This has resulted in 100% Annual Rebate 
Performance Bonus provided to Council for the 2017/18 Contribution period. 

The outcome of the Evaluation will be the foundation to develop 2018 WHS & Risk 
Action Plans, implemented in consultation with the Schemes, over a 2 year period. The 
Action Plan process will continue to be the basis for the allocation of bonuses. 

A post Risk Evaluation Meeting between the Chief Executive Officer (CEO) and the 
Schemes late November 2017 to provide initial outcomes. Council was advised that 
there was a vast improvement in its maturing WHS System and that Council had met 
or exceeded Local Government sector baselines for risk and Injury Management. 

2. RECOMMENDATION 

(1) The Audit Committee, having considered Item 6.1, 2017 Risk and 
WHS/IM Evaluations and Action Plans, receive and note the report. 
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Item: 6.1 2017 Risk and WHS/IM Evaluations and Council Action Plans  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

 Local Government Act 1999 

 Work Health Safety Act 2012 

 Corporate Risk Management Policy & Framework 

 Council’s WHS & Risk Action Plans 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing efficient, 
responsive, accessible services” 

Strategy 4.4 Accountable and people -
focused services 

The Evaluation process provides Council 
with profiling information and targeted 
actions to continuously improve WHS & 
Risk frameworks & systems. 
 

The resulting Action Plans will form the 
basis of Bonus allocations provided 
annually in June/July. 

 

 

 

 

Intelligent Community Indicators 

There is no direct link to the indicators. 

4. REGIONAL IMPACT 

This function has an internal focus and will therefore have no impact on our region. 

5. COMMUNITY INVOLVEMENT 

There is no relevant community consultation requirement. 

6. DISCUSSION  

The current KPI Action Plan, resulting from the previous WHS KPI Audit and developed 
in partnership with the LGAWCS, has now been completed. The Council was advised 
that it had received 100% (WHS) Bonus allocation based on Action Plan Programme 
and resulting outcomes. 

The Risk Review Action Plan, resulting from the previous Risk Management Review, 
was also finalised, with the LGAMLS confirming that Council had fulfilled its 
requirements. The Bonus provided continued to be allocated in line with Council’s 
evolving risk management framework. 

The main objectives of the revised 2017 Risk/WHS Evaluation were to profile: 

 The application WHS Self Insurance & Return To Work (RTW) requirements; 
 Risk Management Sector Baseline conformity; 
 Compliance with relevant Legislation across all disciplines of risk management. 
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Item: 6.1 2017 Risk and WHS/IM Evaluations and Council Action Plans  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

Council’s Risk/WHS and Injury Management Systems were assessed and evaluated 
over a 3 day period. The process included the provision of information to answer 
specific questions, interviews with key staff and the delivery of WHS/IM and Risk 
Management Tools (“the Tools”) for assessment. 

A post Risk Evaluation Meeting, held late November 2017, informed the CEO that 
Council has met risk sector baselines and had received 9 Conformances from 11 WHS 
(audited) Elements. 

The following table depicts initial results and comparison with previous (WHS) Audit: 

WORK HEALTH SAFETY 

2015 (KPI AUDIT) 2017 (“NEW” WHS EVALUATION) 

1 CONFORMANCE 

9 NON – CONFORMANCES 

1 OBSERVATION 

9 CONFORMANCES 

2 OBSERVATIONS 

 
There has been a marked improvement to Council’s overall “score” resulting from 
constant (internal) monitoring of the WHS System. Observations were identified for 
Council’s protocols when managing WHS within contracts and the formalisation of 
procedures when purchasing major plant/material. 

RISK MANAGEMENT 

Council (risk based) systems in areas of Road Management, Planning & Development, 
Procurement and Event Management were evaluated. 

Initial feedback provides that all areas met and exceeded Local Government Sector 
Baselines, with one observation concerning Council’s role as Road Manager at railway 
interfaces.   

INJURY MANAGEMENT 

Documented (internal) Injury Management protocols were evaluated against Return To 
Work (RTW) and LGAWCS claims management criteria. 

The Evaluator advised that IM Protocols fulfilled the required Baselines. 

The Evaluator also noted that Council currently has only 1 Return To Work claim for the 
financial period. Data trends show a decline of claims (from 4 to 1) over the last 3 
periods. 

ACTION PLANS 

Action Plans will be developed to ensure that established Risk and WHS Systems 
continue to be analysed and monitored. The Actions Plans will be developed in 
partnership with the LGAMLS/WCS and implemented early 2018. 

Financial and Resource Implications 

Resulting Action Plans form the basis for the allocation of the annual Performance 
Bonuses. 
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Item: 6.1 2017 Risk and WHS/IM Evaluations and Council Action Plans  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

7. CONCLUDING STATEMENTS 

The Evaluation process and findings have endorsed Council’s current WHS and Risk 
Management Systems, including established programmes to identify, assess and 
monitor Return To Work (RTW) Performance Standards (for Self Insurers), and the 
establishment and integration of overall Risk Management benchmarks. 

Formal Evaluation Result Reports will be provided to Council early 2018. 

The WHS & Risk Management Action Plans will be developed in 2018. The Plans will 
continue to form the basis of the Performance Bonus Allocations and will be an integral 
component to drive Council’s WHS and Risk Management Programmes. 

 

ATTACHMENTS 

Nil 
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Item: 6.2 Business Continuity Plan  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

AGENDA ITEM NO.: 6.2 ON AGENDA 
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Simon Bradley, Director Infrastructure & Environment 
 
REPORT AUTHOR: Victor Di Maria, Risk Management Officer 
 
SUBJECT: Business Continuity Plan 
 
 

1. EXECUTIVE SUMMARY 

Council’s Corporate Risk Register ensures that any impacts to Strategic and Business 
Plans are considered, including that Councils’ Business Continuity Plan (BCP) is 
consistently reviewed in line with the evolving operational needs of the organisation.  

The BCP has been updated to ensure it directly relates to current (critical) Council 
works and services and aligns to the requirements of the separate Information 
Technology Disaster Recovery (ITDR) Plan. 

The development of the revised BCP is now complete and is in the process of being 
implemented across all Business Units. 

The BCP has been prepared (in consultation with key staff) and reviewed to comply 
with the Australian/New Zealand Standard 50:50: Business continuity - Managing 
disruption-related risk. 

Following an initial implementation process, a desk top scenario will take place early 
2018 to test the application of the BCP and to identify if there are deficiencies within 
the Plan. 

The BCP will next be revised to take into account the Council’s transitional 
arrangements whilst the new Civic Centre and Library are being constructed. 

2. RECOMMENDATION 

(1)  The Audit Committee, having considered Item 6.2, Business Continuity 
Plan of 18 December 2017, receive and note the report. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

 Local Government Act 1999 
 Work Health Safety Act 2012 
 Corporate Risk Management Policy & Framework 
 Council’s WHS & Risk Action Plans 
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Item: 6.2 Business Continuity Plan  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing efficient, 
responsive, accessible services” 

 

Intelligent Community Indicators 

There is no direct link to the indicators 

4. REGIONAL IMPACT 

This function has an internal focus and will therefore have no impact on our region. 

5. COMMUNITY INVOLVEMENT 

There is no relevant community consultation requirement. 

6. DISCUSSION  

Council has a responsibility to ensure that essential systems and services are able to 
continue (to a reasonable and effective capacity) in the event of an emergency or 
specific business outage/disruption. 

Council must consistently and proactively appraise its business continuity protocols, 
providing assurance that key services are able to continue in the event of an “outage”. 

A comprehensive evaluation of the existing BCP was undertaken. 

Review Process 

The review process of the BCP included: 

 Stocktake of current BCP system/s and alliance with the Australian Standard 
50:50; 

 Review and analysis of existing continuity protocols across all Business Units 
and there relevancy; 

 Consultation with key staff regarding their roles and responsibilities in case of a 
business interruption. 

 

Strategy 4.4 Accountable and people-
focused services 

Any impact to Council services or functions 
must be assessed and key continuation 
protocols developed and implemented. 

 
A prudent BCP ensures that Council 
relevant critical functions continue, in the 
event of a business outage. 
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Item: 6.2 Business Continuity Plan  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

As part of the review, staff determined and developed: 

 Relevant Business Interruption Events (BIA), within their current operational 
and business frameworks; 

 Key critical functions, considering current Strategic & Business Plans, requiring 
continuation in the event of a business interruption; 

 How a crisis/significant interruption would be formally declared, considering 
current Business Unit structures and communication protocols. 

Outcomes 

A revised BCP was produced, with the inclusion of the following essential elements: 

 Design and formation of a pre-determined Crisis Management Team (CMT) with 
formal structure, Business Unit representation and support structures; 

 Pre-described Maximum Acceptable Outage (MAO) levels (between 1 hour – 1 
day), dependent on key functions; 

 Agreed Responsibility and Role Statements on activation; 

 Formal Declaration process, including Media/Communication protocols; 

 Identification and development of Critical Function Sub Plans (CFSP), including 
Continuity Management Action required to be deployed; 

 Consideration of the IT Disaster Recovery (ITDR) Plan; 

 An overarching methodology, including consideration of (key) contracted 
services and Subsidiary membership/s; 

 Monitoring & review process – as per Council’s Risk Management Framework 
and allocated Risk Action Plans. 

The BCP continues to establish continuation protocols in the event of a business 
interruption. The following were identified as Council critical functions requiring 
continuation during a significant interruption: 

1. Communications – Media Management / Information dissemination; 

2. Infrastructure & Assets – Key Waste Management services (liaison with third 
party service provider); 

3. City Maintenance – Continued Rapid Response / CRM; 

4. Community Safety & Risk – Animal Management Protocols; 

5. Financial Services – Essential Purchasing/Payroll; 

6. Information/Knowledge – Consideration of ITDR Plan. 

Pertinent Information regarding the BCP is currently being provided to staff, including 
actions to be considered, implementation requirements and allocation of timeframes. 
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Item: 6.2 Business Continuity Plan  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

Financial and Resource Implications 

BCP review and development undertaken within budget allocation. 

7. CONCLUDING STATEMENTS 

The revised BCP is currently being implemented across via an internal training and 
education process; 

The first (desk top) testing process is set to occur early 2018. A critical function based 
outage will be tested and Council (BCP) response evaluated. Any deficiencies will be 
assessed and rectification processes employed; 

The BCP will be further revised to consider transitional arrangements during the re-
development of the Civic Centre/Library. 

 

ATTACHMENTS 

Nil 
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Item: 6.3 Recruitment of Independent Member  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

AGENDA ITEM NO.: 6.3 ON AGENDA  
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Corporate Services     
 
REPORT AUTHOR: Jo-Ann Tanti, Manager Governance & Administration 
 
SUBJECT: Recruitment of Independent Member 
 
 

1. EXECUTIVE SUMMARY 

The requirement to establish an Audit Committee is described at Section 126 of the Local 
Government Act 1999 (the Act) and are subject to the reporting and accountability 
measure as included at Section 41.   

The Audit Committee gains most benefit when the membership appointed by Council is 
suitably skilled and experienced in audit practices and understands the business of 
Council. The Committee Terms of Reference include the qualities Council seek when 
considering a Council Member nomination or Independent Member application for 
membership.  

This report outlines the proposal to seek expressions of interest for an Independent 
Member appointment, for a term of up to three years, upon the expiration of Presiding 
Independent Member Laurie Kozlovic in March 2018. 

2. RECOMMENDATION 

(1) The Audit Committee having considered Item 6.3 Recruitment of 
Independent Member of 18 December 2017, receive and note the report. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

Local Government Act 1999, Section 126. 
City of Prospect Audit Committee Terms of Reference 
Corporate Governance & Internal Control Framework 
 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.4 

Accountable and 
people-focused 
services 

Evaluating a process or set of activities and providing a 
transparent platform of continuous improvement; instils 
integrity and raises confidence in the provision of services to 
the community. Council strategy 4.4 accountable and people-
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Item: 6.3 Recruitment of Independent Member  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

focused services, seeks visibility and improved systems, the 
governance audit supports the delivery of these outcomes.  

The Audit Committee is responsible for the calling of internal 
audits and monitoring improvement progress. The 
establishment of good governance principles ensures Council 
meets its legislative compliance as outlined within Council’s 
Corporate Governance Framework. 

 

Intelligent Community Indicators 

There are no direct links to the indicators. 

4. REGIONAL IMPACT 

The Audit Committee has an internal focus and will therefore have no impact on our 
region. 

5. COMMUNITY INVOLVEMENT 

No community engagement was undertaken in the preparation of this report, although 
the Audit Committee provides an important independent role between Council and our 
community. 

6. DISCUSSION  

Background 

Council’s Audit Committee was established in 2006, the Terms of Reference (Terms) 
(Attachments 1-4) state membership would comprise of three Independent Members 
and two Elected Members, one being the Mayor. 

The Terms were amended in 2008 to stagger the tenure of the Audit Committee 
members to ensure continuity of knowledge and to minimise the risk of a complete 
turnover of Independent Members at any point in time. 

Current Matters 

The current Audit Committee members are: 

6.1 Laurie Kozlovic until March 2018 (Chairperson)  
6.2 Mayor David O’Loughlin until October 2018 
6.3 Cr Talis Evans until October 2018 
6.4 Corrine Garrett until March 2019 
6.5 David Moffatt until March 2020  
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Item: 6.3 Recruitment of Independent Member  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

The term of Independent Member Laurie Kozlovic (Laurie) will become vacant in March 
2018, in accordance with Clause 6.4 of the Terms, an independent member shall be 
appointed for a term of up to three years and further does not preclude the 
reappointment of the retiring member.  

Council administration has received confirmation from Laurie that he will not be seeking 
reappointment upon cessation of the current term after having contributed to the 
Committee for two terms, a total of six years.  

It is therefore appropriate that Council seek expressions of interest from suitably 
qualified persons specifying the qualities included in the Committee Terms and published 
in the Advertiser newspaper and the City & Fringe Messenger. 

A report will be presented to December 2017 Council Meeting for the forming of an 
evaluation panel, to shortlist and interview candidates and provide a report to Council 
on the recommendation of a preferred candidate no later than March 2018. 

The proposed timeline for recruitment is: 

 6 – 25 January 2018 - advertise for Expressions of Interest, closing 25 January 
2018. 

 February/March 2018 – Panel to shortlist and interview candidates, and prepare a 
report for consideration at the March Council Meeting. 

 March Council Meeting – Council to appoint the independent member. 

Upon the cessation of Laurie’s current term the Committee will be required to appoint a 
Chairperson for the period April 2018 - March 2019 at the March 2018 meeting. 

Financial and Resource Implications 

Financial resourcing for the independent member allowance is provided as a standing 
item throughout the Annual Business Planning preparation and consultation process.  All 
costs associated with the proposed recruitment is estimated at less than $500 and will 
be absorbed into the committee’s administration budget.  

7. CONCLUDING STATEMENTS 

Audit Committee makes significant contributions to the financial reporting environment 
of Council by monitoring the participation of management and external auditors, in 
addition to addressing business risks, corporate and financial governance responsibilities 
and legal compliance. 

In the forming of the Evaluation Panel it will be suggested that the Audit Committee 
Presiding Member is appointed as a member of the panel. 

 

ATTACHMENTS 

Attachments 1-4: Audit Committee Terms of Reference 
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City of Prospect:  Audit Committee Terms of Reference Page 1 of 4 
Adopted by Council 27 September 2016 

City of Prospect 

Audit Committee Terms of Reference 

Established pursuant to Sections 126 and 41 of the Local Government Act 1999 

1. Objective

1.1. The objective of the Audit Committee (the Committee) is to oversee the City of
Prospect’s (the City’s) risk management, and audit initiatives and to act as a source 
of advice to the Council and Chief Executive Officer (CEO) in relation to these 
matters. These Terms of Reference are to be read in conjunction with the Chapter 8 
of the Local Government Act 1999 and the City’s Risk Management Policy and 
Procedures.   

2. Authority

2.1. The Committee is appointed by the Council as a Section 41 Committee and has the
authority to require any information it sees as relevant to its activities from any 
Councillor,  executive, staff member, volunteer, contractor or consultant, each of 
whom are required to respond to such enquiries. The Committee is authorised to 
obtain independent professional advice where considered necessary following 
consultation with the CEO. 

3. Responsibilities of the Committee

3.1. The responsibilities of the Committee are to:

3.2. General 

3.2.1. Examine any matters referred to the Committee and undertake any other 
investigations considered appropriate. 

3.2.2. To develop a program of audits to ensure the active management of risk and 
to demonstrate transparency and financial prudence. 

3.2.3. Receive Internal and External Audit reports and monitor the implementation of 
corrective actions. 

3.2.4. Support the development and promulgation of policies related to relevant 
legislation in particular the Whistleblowers Protection Act, 1993. 

3.3. External Audit 

3.3.1. Support and provide advice to the Council in the appointment, evaluation and 
removal of the External Auditor. 

3.3.2. Consider the coordination of the internal and external audit programs. 

3.3.3. Review audit results and managements’ response to external audit reports. 

3.3.4. Ensure that the External Audit concerns itself with the matters contained 
within part 3 and part 4 of Chapter 8 of the Local Government Act. 

3.3.5. Be satisfied with the independence, scope and effectiveness of the external 
audit. 

Attachment

Attachment 1 12



City of Prospect:  Audit Committee Terms of Reference Page 2 of 4 
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3.3.6. Ensure that the Auditor is provided with open and transparent access to 
officers, Councillors and information so as to enable the auditor to effectively 
conduct the task consistent with Chapter 8 of the Local Government Act. 

3.4. Internal Audit (Efficiency and Effectiveness Audits) 

3.4.1. Support and provide advice to the Council in the appointment, evaluation and 
removal of the Internal Auditor or independent, suitably qualified person(s) 
engaged to undertake Efficiency and Effectiveness Audits.  

3.4.2. Ensure that Internal Audits shall concern themselves with the extent to which 
policy objectives have been satisfied, that is how effective the policy has been 
and how efficiently it has been implemented.   

3.4.3. Discuss and approve the Audit Committee Work Program and consider 
resourcing regarding the staffing and budget requirements. 

3.4.4. Consider the coordination of the internal and external audit programs. The 
purpose of coordinating these efforts is to assure efficiency, reduce 
redundancy and use audit resources effectively. 

3.4.5. Receive internal audit reports, consider recommendations and monitor the 
implementation of agreed corrective actions. 

3.4.6. Be satisfied that the City has appropriate fraud and corruption prevention 
strategies and adequate processes are in place to identify and address any 
fraudulent or corrupt activities. 

3.4.7. Be satisfied with the independence, scope and effectiveness of internal audit. 

3.4.8. Authorise special investigations (eg. fraud, misconduct and maladministration) 
where required. 

3.5. Risk Management 

3.5.1. Be satisfied that the City’s Risk Management Policy and Procedures are being 
followed, monitoring the City’s risk profile, tolerance levels and mitigation 
strategies. 

3.5.2. Assess management systems and policies that deal with the adequacy and 
effectiveness of risk management and internal control practices. 

3.5.3. Be aware of actual/proposed changes in the City’s operating environment and 
the potential impact they may have on the City’s risk profile. 

3.5.4. Monitor the City’s ethical environment and the appropriateness of the Code of 
Conduct, policies and operational practices. 

3.5.5. Be aware of the City’s Risk Register and that adequate actions are in place to 
mitigate risk to a tolerance acceptable to the City. 

3.6. Process Efficiency and Improvement 

3.6.1. Guide continuous improvement on Council’s policy and strategy 
enhancements to have a particular focus on resource collaboration and 
innovation, to drive operational improvements across Council’s core business 
processes. 

3.6.2. Provide a forum to enable complex or strategic issues to be considered in the 
context of driving process improvement. 

Attachment
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4. Appointment and Removal of the City’s External Auditor 

4.1. Council appoints the External Auditor for a five year term under the provisions of the 
Local Government Act 1999. The Audit Committee will provide advice to Council for 
its consideration in relation to the appointment and removal of the External Auditor. 

4.2. The role of the External Auditor is to audit the City’s financial statements and provide 
an opinion on their accuracy, compliance with accounting standards and to note any 
particular matters arising from the audit.  

 

5. Appointment and Removal of the City’s Internal Auditor 

5.1. The Internal Auditor or independent, suitably qualified person, may be a person or 
firm appointed for a fixed term (maximum 5 years) or may be engaged per 
commission / assignment.  Authority to appoint rests with the Audit Committee under 
delegation within the confines of the allocated budget. Termination of the Internal 
Auditor during the term of an appointment is at the decision of the Committee. The 
Committee shall cause a specific report to be presented to Council detailing the 
reasons for the termination. 

5.2. The role of the Internal Auditor shall be separate from that of the External Auditor to, 
as far as possible, maintain independence.  

 

6. Membership  

6.1. The Committee will comprise two appointments of the Council (one being the Mayor) 
and three independent positions.   

6.1.1. Of the independent members, at least one must be a man and at least one 
must be a woman.  (Effective March 2016) 

6.1.2. One of the independent appointments shall be appointed by the Audit 
Committee as the Chairperson for the Committee, for one year. 

6.2. Only members of the committee are entitled to vote in committee meetings.  Unless 
otherwise required by the Act not to vote, each member must vote on every matter 
that is before the committee for decision. 

6.3. Executives and senior managers as relevant shall attend Committee meetings as 
observers and/or be responsible for preparing papers for the Committee. 

6.4. Independent Members of the Committee shall be appointed for a term of up to three 
years. 

6.5. The Mayor shall be appointed for the term of Council. 

6.6. An Elected Member shall be appointed for a term of two years. 

6.7. In considering appointments to the Committee it is highly desirable that Committee 
members possess the following qualities between them: 

• financial reporting/auditing background 

• inquisitiveness 

• knowledge of Council business and/or public sector administration. 

6.8. Committee members are to declare any interests in accordance with the declaration 
of interest clauses within the Local Government Act 1999. Independence means not a 
supplier/receiver of goods and services to/from the City or its related bodies, either 
personally, or by direct relatives or entities which members own or have a controlling 
interest in.  

Attachment
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6.9. Non-compliance with these independence standards must be brought to the attention 
of the Committee at the time of nomination to the Committee and as they occur once 
a Committee Member.  

6.10. If a member does not attend any scheduled meeting within a six (6) month period, 
Council reserves the right to terminate the member’s appointment and refill the 
position. 

 

7. Quorum 

7.1. A quorum for the Committee consists of at least 50% of the number of committee 
members (ignoring any fraction) plus one. Meetings are to be rescheduled if there is 
no quorum.   

 

8. Secretarial and Meeting Procedure 

8.1. Secretarial services will be provided by the Council.  

8.2. Meetings shall be held in accordance with meeting and confidentiality provisions of 
the Local Government Act as appropriate.   

 

9. Meetings 

9.1. The Committee will meet at least four times a year at appropriate times in the 
reporting and audit cycle as required.  One of the meetings may be a workshop forum 
to discuss and/or develop the External and Internal audit plans and Audit Committee 
Work Program.  

9.2. The Chairperson is to call a Committee meeting if requested by any Committee 
Member or either the Internal or External Auditors. 

 

10. Self Assessment 

10.1. The Committee shall conduct a self assessment to determine its effectiveness every 
12 months, and report the outcome to Council. The CEO is to furnish the Committee 
with the information necessary to perform the review. 

10.2. These Terms of Reference are to be reviewed as part of the self-assessment 
procedure, and approved by Council. 

 
 
 
 
 
 
 
 

Attachment
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Item: 6.4 Governance Audit Close Out  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

AGENDA ITEM NO.: 6.4 ON AGENDA 
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Corporate Services 
 
REPORT AUTHOR: Jo-Ann Tanti, Manager Governance & Administration 
 
SUBJECT: Governance Audit Close Out 
 
 

1. EXECUTIVE SUMMARY 

The powers conferred on the Audit Committee by the Council are contained within the 
committee Terms of Reference. A key objective of the committee is to act as a source 
of advice to the Council and Chief Executive Officer in matters facilitating audit 
initiatives such as the Governance Assessment Program. 

The Governance Audit was undertaken in June 2015 with ongoing progress updates to 
the Audit Committee since that time. The 16 October 2017 status update highlighted 
the three remaining items of exception, advising a final report of completion will be 
presented to Committee Members at the next scheduled meeting. 

October 2017 Ordinary Meeting of Council considered and endorsed the Prudential 
Review Policy and reviewed the Code of Practice – Meeting Procedures, being two of 
the three outstanding items resolved.   

The third item is the requirement to change the process of CEO certification prior to 
the writing off of bad debts and this has been modified, confirming internal controls 
are adequate. The need to remove availability to sub-delegate this authority as 
currently included in the Accounting Policies and Procedure Manual, will be 
incorporated into the Committees work program and has such been added for Audit 
Committee endorsement.    

2. RECOMMENDATION 

(1) That Audit Committee having considered Item 6.4 Governance Audit 
Close Out of 4 December 2017, receives and notes the report. 

(2) That Audit Committee include the removal of ‘or sub-delegated’ from 
Accounting Policies and Procedure Manual Clause 7.10.3 Bad 
Debts/Write Offs, at item F.POL1 of the committee work program.    
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3. RELEVANCE TO CORE STRATEGIES / POLICY 

3.1 Local Government Act 1999 
Local Government (Financial Management) Regulations 2011 
Corporate Governance & Internal Control Framework 
City of Prospect Audit Committee Terms of Reference 
 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.4 Evaluating a process or set of activities and providing a 
transparent platform of continuous improvement; instils 
integrity and raises confidence in the provision of services to 
the community. Council strategy 4.4 accountable and people-
focused services, seeks visibility and improved systems, the 
governance audit supports the delivery of these outcomes. 

The Audit Committee is responsible for the calling of internal 
audits and monitoring improvement progress. The 
establishment of good governance principles ensures Council 
meets its legislative compliance as outlined within Council’s 
Corporate Governance Framework. 

Accountable and 
people-focused 
services 

 

Intelligent Community Indicators 

There are no direct links to the indicators. 

4. REGIONAL IMPACT 

This audit has an internal focus and will therefore have no impact on our region. 

5. COMMUNITY INVOLVEMENT 

No community engagement was undertaken in the preparation of this report. 

6. DISCUSSION  

The 2015/2016 Committee work program included a Governance Assessment Program 
and Continuous Improvement Plan calling for a Corporate Governance Audit. The main 
areas assessed included the Assessment Record, prudential management practices, 
Community Land Management Plans, mandatory registers and the Employee Training 
and Development Program. 

Committee Members have been monitoring the progress of the Audit Action Plan with a 
quarterly exception report that described the administrative actions undertaken, and 
further making recommendations for Council decision to enable completion of 
requirements. 
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The following three audit actions have progressed with the support of Council since the 
last status report:  

 Prudential Review Policy - included in Council Agenda of 24 October 2017 and 
adopted:   

That Council considers the recommendation of Audit Committee Item 11.6 
Prudential Review Policy, adopts the policy as presented in Attachments 5-9. 

 Code of Practice – Meeting Procedures - included in Council Agenda of 24 October 
2017 and adopted: 
 

Council having considered Item 19.2 Review Code of Practice – Meeting 
Procedures, endorse the Code of Practice – Meeting Procedures (as presented 
in attachments 1-33). 

 
 Lastly the review cycle of the Accounting Policies and Procedure Manual will include 

removal of ‘or sub-delegated’ from clause 7.10.3 Bad Debts/Write Off, to ensure 
only the Chief Executive Officer has the power to authorise the clearing of a debt 
where it is considered irrecoverable, or where the cost of recovery is uneconomic 
and shall be written off as a bad debt.   

 
This is proposed to be incorporated into the Audit Committee Work Program at 
Item F.POL1 Accounting Policies and Procedures upon endorsement of the 
Committee. 
 

Financial and Resource Implications 

All resourcing costs have been finalised at this time. 

7. CONCLUDING STATEMENTS 

The original internal audit findings outlined 63 items of partial and non-compliance, 
and the Council being largely compliant with requirements of the legislation that was 
assessed.  It has taken an organisational approach to work through improvements in 
the various areas and ongoing support and guidance from the Audit Committee 
Members.  

Should the Audit Committee support the proposal to refer the final outstanding item to 
the work program cycle, this audit will be closed out and no further reporting will be 
required. 

 

ATTACHMENTS 

Attachment 1: Governance Audit – Assessment Update as at December 2017 
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GOVERNANCE AUDIT – ASSESSMENT UPDATE as at December 2017 

          1 | P a g e

Local Government Act 1999 

Section What is required Status Audit Comment  Action Progress 

48(aa1) Council has developed and 
maintained prudential 
management policies, practices 
and procedures in accordance 
with the section. 

Complete Manager Financial Services 
confirmed the Procurement Policy 
references Prudential Review in 
section 4.3 – but there is no 
further detail in the policy. 

Prudential Review Policy adopted 
by Council 24 October 2017. 

143(2) Bad debts are not written off 
unless the Chief Executive Officer 
has made the certification 
required under this subsection. 

Process improvement 
complete. 

Policy Manual 
scheduled for update. 
Subject to Audit 
Committee 
endorsement for 
inclusion at F.POL1 
of the work 
program. 

Manager Financial Services 
advises that a Memo is provided 
to the CEO seeking the write-off. 
The writing off process does not 
specifically show that such a 
certification has been made. 

The process to write-off bad debts 
has been modified to ensure CEO 
authorisation. 

Review of the Accounting Policies 
and Procedure Manual will include 
removal of ‘or sub-delegated’ from 
clause 7.10.3.  

Local Government (Procedures at Meetings) Regulations 2013 

Regulatio
n 

What is required Status Audit Comment City of Prospect Comment 

6(1) Council has adopted a code of 
practice for varied meeting 
procedures that has been 
passed by a two-thirds majority. 

Complete Council has adopted a Code of 
Practice (25/11/14) but it has not 
been documented that it was 
passed by two-thirds majority. 

Code of Practice – Meeting Procedures 
adopted by Council 24 October 2017. 
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AGENDA ITEM NO.: 6.5 ON AGENDA  
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: 2017 Balance Day External Audit Management Letter 
 
 

1. EXECUTIVE SUMMARY 

Council’s External Auditors, Galpins have completed their external audit work. 

The External Audit Management Report received from the External Auditor has been 
included in Attachments 1-7. 

Council has once again received unqualified audit opinions on both its financial 
statements and internal controls. 

The report identifies two findings which are to be considered during the 2017-2018 
year. These findings were: 

 Work in Progress (WIP) – Review of Asset Handovers 

 Componentisation of Building Assets 

2. RECOMMENDATION 

(1) That the Audit Committee having considered Item 6.5, 2017 External Audit 
Balance Day Management Letter receives and notes the report.  

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

Local Government Act 1999, S.125 

Local Government Act 1999, S.129 

Local Government (Financial Management) Regulations 2011, Part 6. 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management The annual audit process 
establishes an independent 
review of Councils financial   
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position to give reassurance that 
the financial reports are 
accurately present and 
representation. In addition the 
internal controls opinion assists in 
understanding the culture of the 
organisation in its endeavour to 
meet this Strategy outcome.  

 

Intelligent Community Indicators 

 6. Advocacy Engaging leaders and citizens, 
businesses and institutions, in 
identifying opportunities to 
champion positive change. 

While the financial accounts do 
not directly deliver on an 
indicator of the Intelligent 
Community Foundation, they do 
report on the financial well-
being of Council and its success 
in funding the Support of City of 
Prospect as an Intelligent 
Community. 

  

 

4. REGIONAL IMPACT 

This report does not have a direct regional impact.  

5. COMMUNITY INVOLVEMENT 

There has not been any community consultation on this report.  

6. DISCUSSION  

Council’s External Auditors, Galpins have completed their external audit work. 

The External Audit Management Report received from the External Auditor has been 
included in Attachments 1-7. 

Council has once again received unqualified audit opinions on both its financial 
statements and internal controls.  

This concludes the external balance day audit from 2016-2017. 

Galpins have raised 2 areas of improvement in their letter. Both are flagged as “Better 
Practice” opportunities and have not impacted negatively on the audit process. 

1. Work in Progress 
The introduction of a sign off process for the completion of capital projects (WIP) will 
be undertaken in the 2017-2018 financial year. 
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2. Componentisation of Buildings 
The introduction of the componentisation of buildings will be included in the next 
revaluation of this asset class (scheduled for 1 July 2018). With the impending sale, 
demolition and construction of many assets in this asset class, it is not considered to 
be beneficial to bring this work forward to 2017-2018. 

Financial and Resource Implications 

The external audit process for 2017 has now been completed. Recommendations from 
the auditor for future improvements regarding the componentisation of buildings can 
be completed as part of the next asset revaluation process and therefore do not 
require any additional finances or resources.  

7. CONCLUDING STATEMENTS 

The receipt of the External Auditor Management letter completes the 2017 external 
audit process.  

Opportunities for improvement have been provided as a general advice and have no 
bearing on the assessment for 2017. 

Both the audit committee and Council should take comfort in the receipt of unqualified 
audit opinions on both the financial statements and internal controls.   

 

ATTACHMENTS 

Attachments 1-7: Galpins, Final Management Letter 30 June 2017  
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City of Prospect 

1. Executive summary 

1.1 Background 
 
We  recently  completed  our  final  audit  for  the  City  of  Prospect.  Council  staff  were  helpful  and 
professional and readily located records we requested. 
 
During our final audit we performed substantive procedures to obtain reasonable assurance about 
whether the financial statements are free of material misstatement due to error or fraud. 
 
While we assume no responsibility to design audit procedures to  identify matters to report to you, 
we communicate any matters encountered during the course of our audit which we believe should 
be brought to Council’s attention. 
 
This does not mean that there are no other matters of which Council should be aware in meeting its 
responsibilities, nor does this report absolve Council from taking appropriate action to meet these 
responsibilities. 

1.2 Objectives and scope 
 
The objective of our  audit was  to obtain  reasonable  assurance  that  the  financial  report presents 
fairly,  in all material  respects,  the  financial position of City of Prospect as at 30  June 2017 and  its 
financial  performance  and  its  cash  flows  for  the  year  then  ended  in  accordance with  Australian 
Accounting  Standards,  the  Local  Government  Act  1999  and  the  Local  Government  (Financial 
Management) Regulations 2011.  
 
During our interim audit we performed procedures to gain an understanding of the internal controls 
in place  relevant  to  the  financial  statements and performed  tests of design  and effectiveness  for 
these controls. Based on the results of the control testing, we then assessed the audit risks to define 
the  extent  and  nature  of  our  substantive  procedures  for  our  final  visit. An  interim management 
letter was issued on 16 May 2017. 
 
During our  final audit we  focussed on  the account balances and note disclosures presented  in  the 
financial report. Examples of substantive procedures performed at final audit  include  inspection of 
documents, recalculation, reconciliation, analytical review, external confirmation and re‐performing 
procedures adopted by the entity. Our audit opinion is expressed on the auditor's report. We report 
in  this  final management  letter matters  that we believe  should be brought  to Council's  attention 
identified during our final audit. 
 
The audit  is not designed or  intended  to detect all weakness  related  to  internal  control, nor  is  it 
designed or  intended  to  identify  all  instances of  fraud or  error.    Limitations of  the  audit process 
include  that  it  is  not  performed  continuously  throughout  the  period,  internal  controls  tests  are 
focused  on  key  controls  based  on  professional  judgement  and  risk  assessment  and  the  tests 
performed  are  on  a  sample  basis.  Because  of  the  inherent  limitations  of  any  internal  controls 
structure, including the reliance on human intervention and the possibility of management override, 
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it  is possible that fraud, error, or non‐compliance with  laws and regulations may occur and not be 
detected. 

1.3 Category of findings 
 
In order to assist the Council  in setting priorities we have classified our findings  in accordance with 
our  risk  assessment.  This  risk  assessment  is  focussed  on  risk  of material misstatements  in  the 
financial statements and material weaknesses in financial controls which are the primary focuses of 
our audit.  
 
The Council  should also perform  its own assessment based not only on audit  risks but also other 
risks  management  considers  relevant  such  as  non‐compliance  with  pertinent  legislation  and 
regulations or reputational risk. 
 
A table defining the risk ratings used by audit to classify the findings can be seen below: 
 

Category  Description 

Potential 
Material 

Weaknesses 

The issue described could lead to a material misstatement in the Council’s financial 
statements and/or a material failure in internal controls.  Generally, the issue results 
in a single material error or creates systemic uncertainty about multiple transactions 
or balances. 

Moderate 
Weaknesses 

The issue described does not represent a material control risk or risk of error in the 
financial statements. This may be due to the existence of compensating controls, or 
by virtue of  immaterial dollar values. However, the existence of multiple moderate 
issues may lead to a material misstatement in the Council’s financial statements, or 
a material control weakness. 

Low Risk 
Weaknesses 

The issue described presents a low risk to Council as it does not impact significantly 
on  the  Council’s  financial  statements,  and/or  the  failure  or  absence  of  internal 
controls presents an insignificant risk of fraud or error. However, multiple low level 
risk weaknesses within the same business cycle may lead to a material weakness in 
the  Council’s  internal  controls  and  non‐compliance  with  s125  of  the  Local 
Government Act. 

Better 
Practice 

Weaknesses 

The  issue described has been  included  in  this  report as an opportunity  for better 
practice. 
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1.4 New Findings Identified in 2016‐17 
 

Finding  Description Risk 

2.1  Work in Progress (WIP) – Review of Asset Handovers 
 
There  are  no  formal  processes  in  place  to  ensure  that  the  asset 
officers/engineers certify the completion of assets transferred from WIP to 
the asset register. 
 

Better 
Practice 

 

2.2  Componentisation of Buildings 
 
Audit  noted  an  opportunity  for  Council  to  further  componentise  its 
buildings recorded within the asset register.  
 
 

Better 
Practice 

 

 
 

1.5 Repeat Findings from previous years 
 

Finding  Description Risk 

N/A – First year audit 
 

 

Attachment

Attachment 5 27



 

 
 
City of Prospect – 30 June 2017 
Final Management Letter             6 

 

 
City of Prospect 

2. Detailed audit findings    
 

2.1 WIP – Review of Asset Handovers 
Better 
Practice 

 

Findings and Impact  Recommendations  Management Response  
 

Finding 
 
There  are no  formal processes  in place  to  ensure  that  the  asset 
officers/engineers  certify  the  completion  of  an  asset/project 
transferred from the WIP register to the asset registers. 
 
It  is good practice  in  local government to have processes  in place 
to ensure that asset officers/engineers formally review and certify 
the handover of a completed asset before that asset is capitalised 
in the asset register.  
 
It  is also good practice  for  these officers  to also sign off  the year 
end  WIP  register  certifying  that  the  projects  included  in  the 
register but not capitalised are still in progress as at 30 June. 
 
Risk / Impact 
 
Assets being  capitalised prior  to  completion or assets  completed 
as  at  year  end  not  being  capitalised  in  the  asset  register  and 
financial statements. 

 
 
A  formal  process  is  introduced  to 
document  the  certification  by  asset 
officers/engineers  of  WIP  project 
completion.   Examples of how  this could 
be achieved include:  

 Creating  a  manual  or  digital 
completion form for each project that 
is signed by relevant officers; or 

 Requiring  asset  officers/engineers  to 
provide a single sign off on a detailed 
WIP  register  (listing  both  projects  in 
progress and projects completed and 
capitalised)  at  year  end.    Council’s 
existing WIP  register  is  in  a  suitable 
format for this sign off. 
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2.2 Componentisation of Buildings 
Better 
Practice 

 

Findings and Impact  Recommendations  Management Response  
 

Finding 
 
Council  currently  records  the majority  of  buildings  in  the  asset 
register as a single component (e.g. sheds, civic centre, depot, etc). 
It  is  good  practice  for  local  government  entities  to  further 
componentise  their  buildings  assets  into  sub‐components  with 
materially  different  useful  lives  or  capital  works  intervention 
strategies (e.g. flooring, roofing, plumbing, main structure, etc). 
 
Whilst  this  will  have  the  effect  of  increasing  the  accuracy  of 
depreciation,  the more  significant  reason  for  considering  further 
componentization of building structures  is to provide better asset 
management  information within  the  asset management  system, 
increasing  the accuracy of asset management plans and allowing 
for more accurate prediction of  the  likely  timing of capital works 
and maintenance at a macro level. 
 
Risk / Impact 
 
The  asset  register  does  not  accurately  represent  the  physical 
characteristics and estimated useful lives of building assets. 

 
 
Council  gives  consideration  to  further 
componentisation  of  its  building 
structures within the asset register. 
 
The  upcoming  revaluation  of  buildings 
and  the  construction  of  new  Council 
premises  over  the  next  few  years  may 
present  a  good  opportunity  to  further 
componentise these assets in an efficient 
and cost effective manner. 
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AGENDA ITEM NO.: 6.6 ON AGENDA  
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: First Budget Review 2017 - 2018 
 
 

1. EXECUTIVE SUMMARY 

The First Budget Review Report for 2017-2018 was provided for Council consideration 
and resultant adoption at the Ordinary Meeting on 28 November 2017.  

The First budget review projects a favourable adjustment of the Operating Result 
before Capital Amounts of $119,287. This results in a revised Operating Surplus before 
Capital Amounts of $225,894. 

2. RECOMMENDATION 

(1) The Audit Committee having considered Item 6.6 First Budget Review 2017-
2018, as being carried out in accordance with the Local Government 
(Financial Management) Regulations 2011 and the Budget Framework 
Policy, receives and notes the report. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

 Budget Framework Policy 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management The annual budget and its mid-
year review are attuned to the 
process of achieving Council’s 
Strategic objective 

 

Intelligent Community Indicators 

3. Innovation Intelligent Communities pursue 
innovation through a 
relationship between business, 
government and institutions  

While the budget funds all of 
Council’s activities and their 
support of the ICF Indicators, 
the budget process itself, 
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(ie. universities). directly supports both the 
Innovation and Advocacy 
indicators. 6. Advocacy Engaging leaders and citizens, 

businesses and institutions, in 
identifying opportunities to 
champion positive change. 

4. REGIONAL IMPACT 

Council’s budget funds all of its programmes, projects and operations. While generally 
intra-city focused, some elements of the budget reach bound our cities boundaries. 

5. COMMUNITY INVOLVEMENT 

There are no relevant community consultation requirements for budget reviews. The 
original budget seeks comment from the community only. 

Budget reviews are available to the public via Council’s website.  

6. DISCUSSION  

The First Budget Review 2017-2018 was presented and adopted by Council at its 
Meeting on 28 November 2017.  

The full report and its attachments are provided in Attachments 1–24. 

Reference to ‘Attachments’ within the First Budget Review 2017-2018 Report are all 
contained within Attachments 1–24. 

A summary of the changes to the 2017-2018 Budget are included in Attachments 14-
24.  

Financial and Resource Implications 

The first budget review projects a favourable adjustment of the Operating Result before 
Capital Amounts of $119,287. This results in a revised Operating Surplus before 
Capital Amounts of $225,894.  

7. CONCLUDING STATEMENTS 

The fourth budget review is presented to the Audit Committee in order to keep it 
abreast of financial decisions made by Council. In doing so, the Audit Committee is 
invited to provide feedback on the financial impacts of the review, should the committee 
see reason to do so.  
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ATTACHMENTS 

Attachments 1-24: Council Report 28 November 2017 – First Budget Review 2017-2018 
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Item 13.4: First Budget Review 2017-2018 

AGENDA ITEM NO.: 13.4  

TO: Council on 28 November 2017 

DIRECTOR: Ginny Moon, Director Corporate Services 

REPORT AUTHOR: Chris Birch, Manager Financial Services 

SUBJECT: First Budget Review 2017-2018 

1. EXECUTIVE SUMMARY

The Original Budget was adopted by Council at the meeting 27 June 2017. The Original
Budget forecast an operating surplus before capital amounts of $106,607.

The First Budget Review projects a favourable adjustment of the operating result
(before capital amounts) of $119,287 from the Original Budget. This results in an
improved revised operating surplus before capital amounts of $225,894.

Majority of the movement within the First Budget Review incorporates items that have
resulted from the finalisation of 2016-2017, includingcarry forward projects that were
identified in the Fourth Budget Review of 2016-2017 and endorsed by Council at the
August Council Meeting.

Adjustments to the First Budget Review have impacted Council’s key financial
indicators. These indicators are forecast to be as follows for the financial year:

Financial Indicator Target Range* Original Budget Proposed 
Budget 
Review 
(BR1) 

Target Achieved 
in Proposed 

Budget Review 

Operating Surplus 
Ratio (1.0%) - 5.0% 0.5% 1.0% 

Net Financial 
Liabilities Ratio 10% - 90% 57% 65% 

Asset Sustainability 
Ratio 100% - 120% 231% 227% 

The Asset Sustainability Ratio continues to assume the entire Community Hub, Library 
and Innovation Centre (CLIC) project will be a ‘Replacement and Renewal’ project. In 
reality a portion of the project will be considered an upgrade and reduces this ratio 
accordingly. An accurate measure or allocation cannot not be made until design plans 
are available, at which point the ratio will be re-forecast.  

Historically, Council has received a separate report on the progress delivery of projects. 
For 2017-2018 this information has been incorporated in the budget review report in 

CITY OF PROSPECT: Council Agenda 28/11/2017 
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order to give a holistic representation of project progress, both operational and 
financial. The progress report is included in Attachments 7-12. This is the first time 
will have seen this revised format.  

2. RECOMMENDATION 

(1) Council having considered Item 13.4 First Budget Review 2017-2018 
endorse the First Budget Review 2017-2018 as presented in 
Attachments 1 - 17. 
 

(2) Council approves the revised projected operating surplus (before 
capital amounts) of $225,894, a projected net surplus (total 
comprehensive income amounts) of $823,544, and a projected Net 
Borrowing position of $5,225,063. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

• Local Government Act S.123 (13) 

• Budget Framework Policy  

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management Although the budget holistically 
underpins and finances the entire 
strategic plan, the principles of 
good budget management are in 
keeping with the good 
governance of Sound Financial 
Management.  

  

 

Intelligent Community Indicators 

6. Advocacy Engaging leaders and citizens, 
businesses and institutions, in 
identifying opportunities to 
champion positive change. 

Although the budget holistically 
underpins and finances all of 
Councils operations towards 
supporting the Intelligent 
Community Indicators, the 
principles of good budget 
management are in keeping 
with the good governance of 
the Advocacy Indicator. 
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Item 13.4: First Budget Review 2017-2018 

4. REGIONAL IMPACT 

While the budget contains funding for regional support activities, its focus is on all 
aspects of Council’s operations and services.  

5. COMMUNITY INVOLVEMENT 

There is no community involvement in the preparation of Budget Reviews. The 
community were consulted on the original budget before adoption with budget reviews 
able to be sourced and reviewed by the community from Council’s website after 
adoption.  

6. DISCUSSION  

The Original Budget was adopted by Council at the meeting 27 June 2017. The Original 
Budget forecast an operating surplus before capital amounts of $106,607. 

The First Budget Review projects a favourable adjustment of the operating result 
(before capital amounts) of $119,287 from the Original Budget. This results in an 
improved, revised operating surplus before capital amounts of $225,894. 

Majority of the movement within the First Budget Review includes items that have 
been resulted from the finalisation of 2016-2017, included carry forward projects that 
were identified in the Fourth Budget Review of 2016-2017 and endorsed by Council at 
the August Council Meeting.  

The movement can be summarised in the following items:- 

Favourable Items include 
• Recurrent Savings identified through completion of 2016-2017 $170k 
• Unbudgeted Insurance Special Distribution Received $63k 
• Additional Workers Compensation Rebate Received $61k 
• Additional Rates Income Received $25k 
• Reduction in Insurance Policy Premiums $7k 

 
Unfavourable Items include 
• Carry Forward Capital Projects from 2016-2017 $1.69m 
• Carry Forward Operating Projects from 2016-2017 $388k 
• Investment of WHS rebate into WHS specific projects $32k (funded from 

Insurance Special Distributions) 
 

6.1 Key Financial Performance Indicators 

Adjustments to the Fourth Budget Review have impacted Council’s key financial 
indicators.  
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Item 13.4: First Budget Review 2017-2018 

These indicators are forecast to be as follows for the financial year; 

Financial 
Indicator 

Target  
Range 

Original 
Budget 

Proposed 
Budget 
Review 
(BR1) 

Target 
Achieved in 
Proposed 

Budget Review 

Operating 
Surplus Ratio (1.0%) - 5.0% 0.5% 1.0%  

Net Financial 
Liabilities Ratio 10% - 90% 57% 65%  

Asset 
Sustainability 
Ratio 

100% - 120% 231% 227% 
 

 

The Asset Sustainability Ratio continues to assume the entire Community Hub, Library 
and Innovation Centre (CLIC) project with be a ‘Replacement and Renewal’ project. In 
reality a portion of the project will be consider an upgrade and reduce this ratio 
accordingly. An accurate measure or allocation cannot not be made until design plans 
are available, at which point the ratio will be re-forecast.  

6.2 Recurrent Budget 

Following the completion of the 2016-2017 Audit, an internal process to compare the 
past two financial years against the 2017-2018 original budget. This process identified 
anticipated savings in the budget of $170k. Although the total is large, it is a collection 
of minor maintenance and operational costs from across a variety of Councils activities. 
The savings identified will not have any effect on the service levels provided by Council 
but may require considerations of unfavourable budget adjustments by Council in the 
case of extreme weather events.  

The first budget review has a focus on confirming budget estimates that were not 
known at the time of drafting budget. This includes insurance premiums, operating 
grants and the finalisation of rates billing.  

Following a positive Workers Compensation audit, Council has received a favourable 
($61k) rebate from the scheme. Included in the first budget review is the reinvestment 
of approximately half ($32k) of this rebate into Work Health Safety initiatives to 
continue Council’s improved development in this area. 

A summary of all Operating budget adjustments is included in Attachment 13-17. 

6.3 Operating Projects 

A list of Operating Projects and applicable adjustments is included in Attachments 7-
12. 

The first budget review includes the bringing forward of unfinished carry forward 
projects of $387,933 from 2016-2017. These items were confirmed by Council in the 
fourth budget review 2016-2017 at the August Council Meeting.  
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Item 13.4: First Budget Review 2017-2018 

Included in the carry forwards was $160,000 for works on third party assets (eg 
Telstra pits) in the Prospect Road Footpath Project. Design and Scope work of this 
project has now allowed the costs to be capitalised as the costs are attributed to our 
asset (the footpath), rather than third party assets. The first budget review transfers 
this accounting treatment from operating project to capital.  

In addition, it also transfers to capital, a carry forward allocation of $39,955 for 
Broadview Oval Beautification works. 

Council has been notified that it was unsuccessful in grant applications for the ‘Main 
North Road Design Development’ ($60k) and ‘George Whittle Reserve Design’ ($35k) 
Projects. As resolved by Council at the 25 July 2017 Council meeting, The Main North 
Road detail design project has been deferred with savings to be redirected into the 
George Whittle Reserve design to fund the shortfall from the grant not received.  

Council has been successful in the receipt of a $200,000 grant for the Northern 
Parklands Project. The first budget review identifies both the receipt of the grant and 
subsequent passing on of the grant for the works to occur. This has had a net nil effect 
on Council’s financial position but is identified as a new operating project in the 
projects list.  

6.4 Capital Projects 

A list of Capital Projects and applicable adjustments is included in Attachments 7-12. 

The first budget review includes the bringing forward of unfinished carry forward 
projects of $1,690,909 from 2016-2017. These items were confirmed by Council in the 
fourth budget review 2016-2017 at the August Council Meeting.  

As identified above, the first budget review includes transfers for the Prospect Road 
footpath works ($160,000) and Broadview Oval Beautification Works ($39,955) 
previously identified as operating projects. 

The Rose Street Streetscape Upgrade has been funded from the Developer 
contribution fund. The first budget review separates this project out from the 
developer fund pool to separately identify the commitment of the funds for the project. 
This has no overall effect on the project, nor Councils financial commitment to it.  

6.5 Impacts on the Long Term Financial Plan (LTFP) 

As highlighted in the fourth budget review 2016-2017, while carry forwards are not 
ideal, their long term impact is limited to the following year and as such, the impact of 
is not anticipated to be felt beyond 2017-2018. The carry forwards are funded from 
unused cash reserves and a new undrawn loan borrowing of $3.492m also carried 
forward. 

Outlined in paragraph 6.2 above are details of savings identified through the 
comparison of the original budget to the actual results of both 2015-2016 and 2016-
2017. The identified $170k of savings is from the recurrent budget and is considered to 
be in itself recurrent in nature. As such, this saving is being built into the LTFP at its 
next revision. Council was introduced to this intended step as part of the 14 November 
2017 Special Council Meeting report on CLIC. 
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Item 13.4: First Budget Review 2017-2018 

6.6 Other Potential Adjustments 

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

As Council’s 2016-2017 Roads to Recovery grant was to fund an incomplete and 
subsequently carried forward project, Council did not receive its grant allocation of 
$483,620. As the funds were not utilised, under the programme rules the grant was 
rolled forward to 2018-2019, being the last year of the programme. Application has 
been made to receive these funds in 2017-2018. Once this confirmation has received, 
it will be updated in the next budget review. 

The Asset Sustainability Ratio continues to assume the entire Community Hub, Library 
and Innovation Centre (CLIC) project with be a ‘Replacement and Renewal’ project. In 
reality a portion of the project will be consider an upgrade and reduce this ratio 
accordingly. An accurate measure or allocation cannot not be made until design plans 
are available, at which point the ratio will be re-forecast.  

Financial and Resource Implications 

The first budget review projects an increase in Net Borrowing of $5,225,063. This is an 
increase of $89,509 from the original budget net borrowing position of $5,135,554.  

A net borrowing position means that Council does not have sufficient funds within the 
individual year to fund its budget. In order to ensure the budget is delivered, a 
borrowing position will be funded from cash reserves or new borrowings.  

The increase for 2017-2018 has stemmed from carry forward projects netted off by 
savings identified in the 2017-2018 budget. The increased borrowing is funded from an 
increased opening cash balance from the projection included in the original budget, as 
well as new loan borrowings not drawn in 2016-2017 as previously budgeted. 

7. CONCLUDING STATEMENTS 

The First Budget Review brings to account, information and activities that have 
occurred since the preparation and subsequent adoption of the Original Budget at the 
Council Meeting 27 June 2017. 

Overall, the First Budget Review projects a favourable adjustment of the operating 
result (before capital amounts) of $119,287 from the Original. This results in an 
improved revised operating surplus before capital amounts of $225,894. 

 

ATTACHMENTS 

Attachment 1: Financial Indicators 

Attachment 2: Uniform Presentation of Finances  

Attachment 3: Statement of Comprehensive Income  

Attachment 4: Statement of Financial Position 

Attachment 5: Statement of Changes in Equity 
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Item 13.4: First Budget Review 2017-2018 

Attachment 6: Statement of Cash Flows 

Attachment 7-12: Operating and Capital Projects 

Attachment 13-17: Recurrent and Operating Projects Adjustments  
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City of Prospect

Financial Indicators
 for the period ended 30 September 2017

Operating Surplus Ratio

By what percentage does the operating income vary from operating expenses.

This ratio expresses the operating surplus as a percentage of total operating revenue.

Operating Surplus / (Deficit)

Total Operating Revenue

Net Financial Liabilities Ratio

How significant is the net amount owned to others, compared to operating income?

Net Financial Liabilities are defined as total liabilities less financial assets (excluding equity accounted investments in Council businesses). 

These are expressed as a percentage of total operating revenue.

Net Financial Liabilities

Total Operating Revenue

Adjusted Net Financial Liabilities Ratio

How significant is the net amount owned to others, compared to operating income with the loan to North Adelaide Football Club eliminated?

Net Financial Liabilities

Total Operating Revenue

Asset Sustainability Ratio

Are assets being renewed and replaced in an optimal way?

Net asset renewals expenditure is defined as net capital expenditure on the renewal and replacement of existing assets, 

and excludes new capital expenditure on the acquisition of additional assets.

Net Asset Renewals

Infrastructure & Asset Management 

Plan required expenditure

 Target

2017-18 

(1.0%) - 5.0%

10% - 90%

10% - 90%

100% - 120% 227%

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 Australia.

0.5%

57%

1.0%

231%

57% 65%

49%

 Original 

Budget 

2017-18 

 Proposed

Revised

BR1 Budget 

 Target 

Achieved 
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City of Prospect

Uniform Presentation of Finances
 for the period ended 30 September 2017

$ '000 $ '000 $ '000

Income 23,054         317              23,371         

less Expenses 22,946         199              23,145         

Operating Surplus / (Deficit) 107            118            226            

less Net Outlays on Existing Assets

8,153           (140)             8,013           

 less  Depreciation, Amortisation and Impairment 3,624           -                   3,624           

 less  Proceeds from Sale of Replaced Assets 90                -                   90                

Net Outlays on Existing Assets 4,439         (140)           4,299         

less  Net Outlays on New and Upgraded Assets

 Capital Expenditure on New and Upgraded Assets            1,310 349              1,659           

              507                    - 507              

 less  Proceeds from Sale of Surplus Assets -                   -                   -                   

Net Outlays on New and Upgraded Assets 803            349            1,152         

Net Outlays on Existing, New and Upgraded Assets 5,242         209            5,451         

Net Lending / (Borrowing) for Financial Year (5,136)        (90)             (5,225)        

 Proposed

Revised

BR1 Budget 

 Proposed 

BR1

Adjustments 

 Original 

Budget 

2017-18 

 Capital Expenditure on Renewal and 

 Replacement of Existing Assets

 less Amounts Received Specifically 

 for New and Upgraded Assets
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City of Prospect

Statement of Comprehensive Income
 for the period ended 30 September 2017

$ '000 $ '000 $ '000

Income

Rates Revenues 19,993         64                20,057         

Statutory Charges 500              -                   500              

User Charges 217              31                248              

Grants, Subsidies and Contributions 1,857           (95)               1,762           

Investment Income 236              -                   236              

Reimbursements 115              61                175              

Other Income 132              256              388              

Net Gain - Equity Accounted Council Businesses 5                  -                   5                  

Total Income 23,054       317            23,371       

Expenses

Employee Costs 8,281           6                  8,288           

Materials, Contracts & Other Expenses 10,367         192              10,559         

Depreciation, Amortisation & Impairment 3,624           -                   3,624           

Finance Costs 674              -                   674              

Total Expenses 22,946       199            23,145       

Operating Surplus / (Deficit) 107            119            226            

Asset Disposal & Fair Value Adjustments 90                -                   90                

507              -                   507              

Net Surplus / (Deficit) 704            119            824            

Total Comprehensive Income 704          119          824          

 Proposed

Revised

BR1 Budget 

 Original 

Budget 

2017-18 

 Proposed 

BR1

Adjustments 

Amounts Received Specifically for 

New or Upgraded Assets
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City of Prospect

Statement of Financial Position
 for the period ended 30 September 2017

$ '000 $ '000 $ '000

ASSETS

Current Assets

Cash and Cash Equivalents 1,984           885              2,869           

Trade & Other Receivables 1,322           -                   1,322           

Other Financial Assets 147              (147)             -                   

Inventories 1                  1                  2                  

Total Current Assets 3,454         739            4,192         

Non-Current Assets

Financial Assets 1,433           -                   1,433           

Equity Accounted Investments in Council Businesses 46                (2)                 44                

Infrastructure, Property, Plant & Equipment 173,275       1,524           174,799       

Total Non-Current Assets 174,754     1,522         176,276     

TOTAL ASSETS 178,208   2,260       180,468   

LIABILITIES

Current Liabilities

Trade & Other Payables 4,214           1,659           5,872           

Borrowings 1,181           (381)             800              

Provisions 650              1,062           1,712           

Total Current Liabilities 6,045         2,340         8,384         

Non-Current Liabilities

Borrowings 11,868         381              12,249         

Provisions 59                50                109              

Total Non-Current Liabilities 11,927       431            12,358       

TOTAL LIABILITIES 17,972       2,771         20,742       

Net Assets 160,236   (511)         159,726   

EQUITY

Accumulated Surplus 76,850         (2,640)          74,210         

Asset Revaluation Reserves 83,134         (12)               83,122         

Other Reserves 252              2,142           2,394           

Total Council Equity 160,236   (510)         159,726   

 Proposed 

BR1

Adjustments 

 Proposed

Revised

BR1 Budget 

 Original 

Budget 

2017-18 
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City of Prospect

Statement of Changes in Equity
 for the period ended 30 September 2017

$ '000 $ '000 $ '000

Accumulated Surplus 76,850       (2,640)        74,210       

Asset Revaluation Reserve 83,134       (12)             83,122       

Other Reserves 252            2,142         2,394         

Transfers between Reserves -                   

Balance at the end of period 160,236   (510)         159,726   

 Proposed

Revised

BR1 Budget 

 Proposed 

BR1

Adjustments 

 Original 

Budget 

2017-18 
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ta

ch
m

en
t

Attachment 5

Attachment

Attachment 12 44



City of Prospect

Statement of Cash Flows
 for the period ended 30 September 2017

$ '000 $ '000 $ '000

Cash Flows from Operating Activities

Receipts

Operating Receipts 22,650         480              23,130         

Investment Receipts 236              (0)                 236              

Payments

Operating Payments to Suppliers and Employees (19,171)        324              (18,847)        

Finance Payments (674)             0                  (674)             

Net Cash provided by (or used in) Operating Activities 3,041         804            3,826         

Cash Flows from Investing Activities

Receipts

Amounts Received Specifically for New/Upgraded Assets 507 -                   507              

Sale of Replaced Assets 90 -                   90                

Repayments of Loans by Community Groups 157 -                   157              

Payments

Expenditure on Renewal/Replacement of Assets (8,153)          140              (8,013)          

Expenditure on New/Upgraded Assets (1,310)          (349)             (1,659)          

Net Cash provided by (or used in) Investing Activities (8,709)        (209)           (8,918)        

Cash Flows from Financing Activities

Receipts

Proceeds from Borrowings 3,500           3,492           6,992           

Payments

Repayments of Borrowings (1,017)          -                   (1,017)          

Net Cash provided by (or used in) Financing Activities 2,483         3,492 5,975

Net Increase (Decrease) in Cash Held (3,185) 4,088 885

plus: Cash & Cash Equivalents at beginning of period 5,169         1,984         

Cash & Cash Equivalents at end of period 1,984       4,088       2,869       

 Proposed

Revised

BR1 Budget 

 Original 

Budget 

2017-18 

 Proposed 

BR1

Adjustments 
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People
Know, empower, celebrate, educate and activate our community.

2017-18 Operating & Capital Projects

Project 

Reference

Original 

Budget 

2017-18

Carry

Forwards

2016-17

Proposed

BR1

Adjustments

Revised 

BR1 Budget

2017-18

Actual to 

30 Sept 2017
Status Comments

O.39 8,000           -              -                 8,000             -              Not Started  Scheduled for April 2018 
O.28 2,000           -              -                 2,000             -              On Track  No applications received to date 
O.18 101,000       -              -                 101,000         11,204        On Track  Work Progressing on Summer Edition 

O.16
20,000         -              -                 20,000           495             On Track  Rolling out Comminications Strategy Implementation 

Plan 
O.21 6,000           -              -                 6,000             2,305          On Track  Launch scheduled for 26 November 2017 
O.20 23,000         -              -                 23,000           1,672          On Track  Investigating potential to complete plan internally 
O.12 55,000         -              -                 55,000           1,510          Complete  Fair held 28 October, awaiting invoices 
O.19 22,000         -              -                 22,000           -              On Track  Applications in progress 
O.06 22,000         -              -                 22,000           5,610          On Track  Ongoing from 2016-2017 
O.30 250,000       -              -                 250,000         14,811        On Track  Finalising event planning, Trader registration complete 
O.10 25,000         -              -                 25,000           12,250        On Track  Completed in October 2017, awaiting invoice 
O.16 20,000         -              -                 20,000           -              On Track  Request For Tender to go to market December 2017 

$554,000 $0 $0 $554,000 $49,857

Project 

Reference

Original 

Budget 

2017-18

Carry

Forwards

2016-17

Proposed

BR1

Adjustments

Revised 

BR1 Budget

2017-18

Actual to 

30 Sept 2017
Status Comments

C.21 12,000         -              -                 12,000           -              Not Started To be installed in January

C.09
84,000         -              -                 84,000           4,241          Complete  Books provided through State Government Bookshop. 

Books have been ordered and awaiting delivery 
$96,000 $0 $0 $96,000 $4,241

 Bi-Annual Prospect Portrait Prize 

 Capital Project 

 Bus Shelter Upgrades (DDA Compliance) 

 Local History Digitisation 
 Tourrific Prospect 
 Community Satisfaction Survey 
 Web Site Design & Redevelopmnt 

 SCRamble - Safer Active Travel Project 
 Hiring of Cloth Nappies 
 Publications - Prospect Magazine 

 Operating Project 

 Reconciliation Action Plan - Implementation 
 Prospect Spring Fair 
 Events Grants 

 Library Capital Book Purchases 

 Communications Strategy Implementation Plan 
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Place
Loved heritage, leafy streets, fabulous places.

2017-18 Operating & Capital Projects

Original 

Budget 

2017-18

Carry

Forwards

2016-17

Proposed

BR1

Adjustments

Revised 

BR1 Budget

2017-18

Actual to 

30 Sept 2017
Status Comments

O.27 15,000         3,500          -                 18,500           -              On Track  Funds allocated for 2017-18 program 
O.29 45,000         -              -                 45,000           -              Not Started  Potentially not proceeding due to legislation changes 
O.26 10,000         -              -                 10,000           -              On Track                                                                                       -   

20 - C/F -              100,000      -                 100,000         9,460          On Track  EM workshop November. Council report due December 

O.07 120,000       -              (120,000)        -                 -              Cancelled
 Council resolution, agenda item 19.7 on 25/7/17. 
 DPTI grant application not successful. 
 Project not proceeding. 

O.41 -              160,000      (160,000)        -                 -              Re-Allocated  Transferred to 'Prospect Road Footpath Upgrade -
 Gordon to Regency' (Capital Project). 

O.41 70,000         -              -                 70,000           3,610          Not Started
 Council resolution, agenda item 19.7 on 25/7/17. 
Masterplan to Council November which will follow with a 
detialed design.  

-              -              200,000         200,000         -              On Track  Project prospectus developed with Adelaide City 
Council for submission to Minister Rau. Fully funded by 

44 - C/F -              4,648          -                 4,648             -              On Track                                                                                       -   

48 - C/F -              37,830        11,511           49,341           49,341        Completed  Trees installed 

O.14 55,000         -              -                 55,000           26,435        On Track  Collating and assessing suitable trees for replacement 

72 - C/F -              39,955        (39,955)          -                 -              Re-Allocated  Transferred to 'B/view Oval - Beautification & Oval
 Fitness Track' (Capital Project). 

66 - C/F -              8,000          3,641             11,641           11,641        Completed
O.25 15,000         -              -                 15,000           3,421          On Track  Meetings progressing on schedule 

$330,000 $353,933 -$104,803 $579,130 $103,908

 Project 

Reference 

 Main North Road Design Development 

 Design Development George Whittle Reserve 

 Green Neighbourhoods Connections & Attractions 

 Village Heart & Surrounds Tree Project 

 Memorial Gardens Playspace 3/3 (Project) 
 City Wide Public Art Advisory Board 

 Prospect Rd Footpath Upgrade - Gordon to Regency 

 Broadview Oval Master Plan 

 Heritage Grant Program 

Operating Project

 North Park Lands Project 

 White Cedar Tree Program (Project) 

 Veggie Verges 
 Main North Central Precinct Concept Plan 

 Housing Diversity and Desirable Neighbourhoods DPA 
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Place
Loved heritage, leafy streets, fabulous places.

2017-18 Operating & Capital Projects

Original 

Budget 

2017-18

Carry

Forwards

2016-17

Proposed

BR1

Adjustments

Revised 

BR1 Budget

2017-18

Actual to 

30 Sept 2017
Status Comments

-              -              300,000         300,000         135,257      Completed  Works completed satisfactory. Jacaranda trees to be 
installed in Autumn 2018 

-              4,173          8,752             12,925           12,925        Completed
14 - C/F -              553,546      160,000         713,546         232,564      On Track  Design completed and works commenced 

C.03 25,850         -              -                 25,850           -              Not Started  Finalsing scope 
C.24 14,000         -              -                 14,000           -              Not Started  Project ongoing 

38 - C/F -              12,397        -                 12,397           13,450        Completed                                                                                       -   
53 - C/F -              33,679        -                 33,679           -              On Track  To be Completed 

C.12 40,000         -              -                 40,000           -              Not Started  Subject to Tennis Season 

C.13 250,000       -              39,955           289,955         -              On Track  Design being prepared and consultation with Council 
via workshop undertaken 

C.16 95,000         -              -                 95,000           -              Not Started  Design works to be undertaken following PLEC design 
completion 

C.20 25,000         -              -                 25,000           -              Not Started  Committee agreement being finalised 
$449,850 $603,795 $508,707 $1,562,352 $394,196

 Project 

Reference 

 Beautification Project for All Parks & Reserves 
 Prospect Road Footpath Upgrade - Gordon to Regency 
 Pedestrian Kerb Ramp 
 Water Sensitive Urban Design for LATM Devices 
 Upgrade of Playspace in Identified Parks 

Capital Project

 B/view Oval - Beautification & Oval Fitness Track 

 Prospect Rd Footpath Upgrade - Regency to Angwin 

 Public Art - Capital 

 Broadview Oval - Public Tennis Courts Upgrade 

 Rose Street Streetscape Cinema Upgrade 

 Memorial Gardens Playspace Stage 3 of 3 
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Prosperity
More jobs, more investment, more activity, more vibrancy.

2017-18 Operating & Capital Projects

Original 

Budget 

2017-18

Carry

Forwards

2016-17

Proposed

BR1

Adjustments

Revised 

BR1 Budget

2017-18

Actual to 

30 Sept 2017
Status Comments

O.17 108,100       -              -                 108,100         11,923        On Track  Rolling out Digital Economy Strategy 
O.08 200,000       -              -                 200,000         2,520          On Track  Grant application submitted October  

O.15
15,000         -              -                 15,000           -              On Track  Marketing committee established with businesses and 

marketing theme/logo being developed 
$323,100 $0 $0 $323,100 $14,443

Original 

Budget 

2017-18

Carry

Forwards

2016-17

Proposed

BR1

Adjustments

Revised 

BR1 Budget

2017-18

Actual to 

30 Sept 2017
Status Comments

C.15 423,300       -              (300,000)        123,300         (77,437)       On Track  Budget allocated to
 'Rose Street Streetscape Cinema Upgrade' project. 

C.17
25,000         -              -                 25,000           15,332        Completed  Ongoing work with Vintek. Signage designed for 

installation 
$448,300 $0 -$300,000 $148,300 -$62,105

 Project 

Reference 

 Project 

Reference 

 Operating Project 

 Capital Project 

 Digital Economy Strategy Implementation 
 Business Incubator (Incubator Support Initiative) 
 Prospect Road Destination Marketing 

 Developer Partnership Grant Program 

 High Speed WiFi Network 
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Services
Leaders of the sector providing efficient, responsive, accessible services.

2017-18 Operating & Capital Projects

Original 

Budget 

2017-18

Carry

Forwards

2016-17

Proposed

BR1

Adjustments

Revised 

BR1 Budget

2017-18

Actual to 

30 Sept 2017
Status Comments

O.09 114,544       -              -                 114,544         -              Not Started  Funding agreement to be finalised with Port Adelaide 
Enfield Council. Council report due in December. 

O.47 20,000         -              -                 20,000           -              Not Started  Linked to 20-C/F 
51 - C/F -              14,000        -                 14,000           14,543        Completed

O.31 55,000         -              -                 55,000           -              Not Started  Assessment to be made in conjunction with Stan 
Watson flood and mitgation work 

O.01 220,000       -              -                 220,000         43,832        On Track

O.02 40,000         -              -                 40,000           -              Not Started  Dependancy on CLIC project  & Main North Road 
Expressions of Interest 

O.23 15,000         -              -                 15,000           (1)                On Track  Awaiting confirmed business model from all 
participating Councils 

O.04 17,000         -              8,000             25,000           -              Not Started  Service Review Project being scoped 
118 - C/F -              20,000        -                 20,000           -              Not Started  Budget will be incorporated into Web Redesign project 

O.05 23,500         -              -                 23,500           6,412          On Track  Project on track with completion scheduled prior to 
transition 

O.22 19,000         -              -                 19,000           -              On Track  Configuration and testing underway 
$524,044 $34,000 $8,000 $566,044 $64,785

 Project 

Reference 

 Civic Centre and CLIC Transition 

 Prospect Oval Seating Repairs 

 Flood Impacted Properties Stormwater Assessment 

 Operating Project 

 Power line undergrounding Hampstead Road (PLEC) 

 East West Traffic Movements 

 Scope Design & Delivery of an Extranet 

 Sentencing, Boxing and Listing of Legacy Files 

 Digital Transformation - Facilities Booking System 

 Service Innovation Initiative 

 Depot Relocation 

 Community Portal Implementation 
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Services
Leaders of the sector providing efficient, responsive, accessible services.

Original 

Budget 

2017-18

Carry

Forwards

2016-17

Proposed

BR1

Adjustments

Revised 

BR1 Budget

2017-18

Actual to 

30 Sept 2017
Status Comments

C.02
123,010       -              -                 123,010         -              On Track  Contract awarded November, works to commence in 

near term 
C.04 1,201,555    -              -                 1,201,555      12,676        On Track  Road program on track, design 90% complete 
C.05 330,199       -              -                 330,199         -              On Track  Programmed works ongoing 
C.06 295,921       -              -                 295,921         -              Not Started  Linked to C.04 

C.35
1,005,000    -              -                 1,005,000      -              On Track  Design nearing completion, construction to commence 

early 2018 
C.07 38,808         -              -                 38,808           -              Not Started  Design to commence early 2018 

BR1 -16/17 -              9,850          -                 9,850             -              Completed
22 C/F -              85,664        -                 85,664           87,263        Completed
23 C/F -              118,018      -                 118,018         -              Completed
24 C/F -              54,756        -                 54,756           -              Completed
31 C/F -              266,559      -                 266,559         265,588      Completed
31 C/F -              227,267      -                 227,267         227,267      On Track  Awaiting gas connections 
44 C/F -              30,000        -                 30,000           30,111        Completed
C.08 85,268         -              -                 85,268           1,518          On Track
C.01 283,500       295,000      -                 578,500         9,022          On Track  Orders placed 
C.10 3,500,000    -              -                 3,500,000      -              On Track
C.11 35,000         -              -                 35,000           -              Not Started

C.14
450,000       -              -                 450,000         3,745          On Track  Tenders issued and received. Evaluation process 

nearing completion 
C.18 5,500           -              -                 5,500             -              Completed
C.19 90,000         -              -                 90,000           -              Not Started
C.23 110,000       -              -                 110,000         -              Not Started  Federal Grant secured November 
C.39 115,000       -              -                 115,000         -              Not Started  Linked to O.31 

C.25
800,000       -              -                 800,000         683,226      On Track  Property acquired. Demolition due in December. Design 

of flood mitigation is underway. 
$8,468,761 $1,087,114 $0 $9,555,875 $1,320,417

TOTAL OPERATING PROJECT EXPENDITURE $1,731,144 $387,933 -$96,803 $2,022,274 $232,993

Total New / Upgrade Asset $1,309,808 $507,849 $348,707 $2,166,364 $1,339,596
Total Renewal Asset $8,153,103 $1,183,060 -$140,000 $9,196,163 $317,154

TOTAL CAPITAL PROJECT EXPENDITURE $9,462,911 $1,690,909 $208,707 $11,362,527 $1,656,750

 Project 

Reference 

 Brussels St - Kerb & Gutter Construction - C/F 
 Brussels St - Drainage Design/Constr - C/F 
 Churchill Rd S/water Diversion Drain - C/F 
 Council Buildings Capital Works - C/F 

 Brussels St - Road Design/Construction - C/F 
 Brussels St - Footpath Construction - C/F 

 Capital Project 

 Stan Watson Park Expansion & Flood Mitigation Work 

 Drainage Design/Construction 
 Connecting Prospect Oval to Main North Rd (Cap) 

 Council Buildings & Structures - Capital Works 
 Fleet Management - Capital Acquisitions 
 Community Hub, Library and Innovation Centre (CLIC 
 Broadview Oval  - Tennis Court Rejuvenation 
 Prospect Oval - Roof Replacement  - Robert Lewis 

 Stan Watson Pump Station Upgrades 
 Asbestos Removal 
 Connected Parks 
 Flood Mitigation - Prospect North West 

 Driveway Upgrade Program 

 Road Design/Reconstruction (Capital) 
 Footpath Construction - Miscellaneous 
 Kerb and Gutter Constructions 
 Alexandra St Prospect Reconstruction 
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Recurrent and Operating Projects Budget Review 1 Proposed Adjustments

 Recurrent Projects Total

$ '000 $ '000 $ '000 $ '000 $ '000

Income

Rates Revenues
Recurrent Income

Rates Revenue - Legal Income 39                Revised forecast for Rates legal cost recovered, offset by legal 
costs incurred. 

Rates - General Income 15                
Rates - General Mandatory Rebate 10                

Total Rates Revenues 19,993     64              -                 64              20,057     

Statutory Charges
Total Statutory Charges 500          -                 -                 -                 500          

User Charges
Project Income

Spring Fair Income - User Charges 7                  Revised allocation of income relating to the Spring Fair 2017. 
Bi-Annual Portrait Prize (Project) - User Charges 2                  Transfer from Prospect Portrait Prize recurrent income budget. 

Recurrent Income

Nailsworth Hall - User Charges 6                  Recalculation of income budget. 

Social Programs - CHSP - User Charges 13                Increased activity for Social Programs resulted in an increase in 
income. 

Club 5082 - Bar and Entrance User Charges 6                  Revised income estimate. 
Prospect Portrait Prize - User Charges (3)                 Transfer to Prospect Portrait Prize operating project income. 

Total User Charges 217          22              9                31              248          

Grants, Subsidies and Contributions
Project Income

Main North Road Design Development - Income (60)               
Council resolution, agenda item 19.7 on 25/7/17. 
 DPTI grant application not successful. 
 Project not proceeding.



Design Development George Whittle Reserve - Income (35)               Council resolution, agenda item 19.7 on 25/7/17. 
Total Grants, Subsidies and Contributions 1,857       -                 (95)             (95)             1,762       

 Comments 

 Favourable

 / 

Unfavorable 

 Proposed BR1 Adjustments  Original 

Budget 

2017-18 

 Proposed

Revised

BR1 Budget 

Increase in Rates income collected with an over provision in 
Mandatory Rebates not fully required.

1 / 5
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Recurrent and Operating Projects Budget Review 1 Proposed Adjustments

 Recurrent Projects Total

$ '000 $ '000 $ '000 $ '000 $ '000

 Comments 

 Favourable

 / 

Unfavorable 

 Proposed BR1 Adjustments  Original 

Budget 

2017-18 

 Proposed

Revised

BR1 Budget 

Income (cont.)

Investment Income
Total Investment Income 236          -                 -                 -                 236          

Reimbursements
Recurrent Income

Financial Management - Workers Compensation Rebate 61                Adjustment to overall insurance policy budgets in 2017-18. 
Total Reimbursements 115          61              -                 61              175          

Other Income
Project Income

North Park Lands - Income 200              Contribution from DPTI for project with
 Adelaide City Council. 
Bi-Annual Portrait Prize (Project) - Sponsorship 6                  Transfer from Prospect Portrait Prize
 recurrent income budget. 
Spring Fair Income - Sponsorship (7)                 Re-allocation of income relating to the Spring Fair 2017. 

Recurrent Income

Financial Management - Income 63                Adjusted special distribution increases from Local Risk Services 
in 2017-18. 

Prospect Portrait Prize - Other Income (6)                 Transfer to Prospect Portrait Prize operating project income. 
Total Other Income 132          57              199            256            388          

Net Gain - Equity Accounted Council Businesses
5              -                 -                 -                 5              

Total Income 23,054     204            113            317            23,371     

2 / 5

Atta
ch

ment

Attachment 14

Attachment

Attachment 21 53



Recurrent and Operating Projects Budget Review 1 Proposed Adjustments

 Recurrent Projects Total

$ '000 $ '000 $ '000 $ '000 $ '000

 Comments 

 Favourable

 / 

Unfavorable 

 Proposed BR1 Adjustments  Original 

Budget 

2017-18 

 Proposed

Revised

BR1 Budget 

Expenses

Employee Costs
Recurrent Expenditure

Workers Compensation Premium (5)                 
Insurance - Personal Accident & Sickness 12                

Total Employee Costs 8,281       6                -                 6                8,288       

Materials, Contracts & Other Expenses
Project Expenditure

Main North Road Design Development (120)             
Council resolution, agenda item 19.7 on 25/7/17. 
 DPTI grant application not successful. 
 Project not proceeding.



Prospect Rd Footpath Upgrade - Gordon to Regency (160)             Transferred to 'Prospect Road Footpath Upgrade -
 Gordon to Regency' (Capital Project). 

Broadview Oval Master Plan (40)               Transferred to 'B/view Oval - Beautification & Oval
 Fitness Track' (Capital Project). 

Carry Forward Projects from 2016/17 -
Main North Central Precinct Concept Plan 100              
Prospect Rd Footpath Upgrade - Gordon to Regency 160              
Green Neighbourhoods Connections & Attractions 5                  
Village Heart & Surrounds Tree Project 38                
Prospect Oval Seating Repairs 14                
Broadview Oval Master Plan 40                
Memorial Gardens Playspace 3/3 (Project) 8                  

20                

4                  388              Carry Forward projects identified in Fourth Budget Review 2016-
2017. 

North Park Lands Project 200              DPTI funded project with Adelaide City Council. 

Village Heart & Surrounds Tree Project 12                Increased budget allocated from 'Open Spaces' 
and 'Depot Operations' recurrent budgets. 

Memorial Gardens Playspace 3/3 (Project) 4                  Increased budget allocated from 'Open Spaces' 
and 'Depot Operations' recurrent budgets. 

Service Innovation Initiative 8                  Increased project costs offset by savings in
 Depot Operations. 

Adjustments to overall insurance policy budgets in 2017-18.

3 / 5
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Recurrent and Operating Projects Budget Review 1 Proposed Adjustments

 Recurrent Projects Total

$ '000 $ '000 $ '000 $ '000 $ '000

 Comments 

 Favourable

 / 

Unfavorable 

 Proposed BR1 Adjustments  Original 

Budget 

2017-18 

 Proposed

Revised

BR1 Budget 

Expenses (cont.)

Materials, Contracts & Other Expenses (cont.)
Recurrent Expenditure

Open Spaces (9)                 Re-allocation to 'Beautification Project for All Parks & Reserves' 
(Capital Project). 

Street Trees - Tree & Root Pruning (10)               

Depot Operations (13)               
Development Assessment (36)               Contribution to SA Planning Portal waived in 2017/18. 

Identified savings through end of year finalisation.

Road Maintenance - Reactive (3)                 
Bus Shelters & Seats (4)                 
Kerb & Gutters (10)               
Street Lighting (8)                 
Drainage - HEP Drain (Hind/Enfield/Pt Adel) (10)               
Traffic Management (5)                 
Devonport Tce Precinct (5)                 
Dump Rehabilitation (5)                 
Open Spaces - General Maintenance (35)               
Open Spaces - BBQ Cleaning (4)                 
Regular Cleaning Maint - Prospect Rd Village Heart (5)                 
Barker Gardens (3)                 
Memorial Gardens (5)                 
Prospect Estate Reserve (10)               
St Helens Park (12)               
Prospect Oval - Grounds Maintenance (10)               
Increase in Tree Trimming Operating Budget (25)               
Public Conveniences (5)                 
LGMA Challenge (5)                 
CEO's Office (2)                 (170)             

Budget re-allocation to cover shortfall in 'Village Heart & 
Surrounds Tree Project' and 'Memorial Gardens Playspace 
Project'.

Identified savings through 2016-2017 year end 
finalisation.

4 / 5
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Recurrent and Operating Projects Budget Review 1 Proposed Adjustments

 Recurrent Projects Total

$ '000 $ '000 $ '000 $ '000 $ '000

 Comments 

 Favourable

 / 

Unfavorable 

 Proposed BR1 Adjustments  Original 

Budget 

2017-18 

 Proposed

Revised

BR1 Budget 

Expenses (cont.)

Materials, Contracts & Other Expenses (cont.)
Recurrent Expenditure (cont.)

Employee Relations & Training - Prospect Wide 10                Reallocation from Business & Innovation. 

Work Health Safety and Welfare/Risk - Professional Services 32                Special distribution from Local Risk Services in 2017-18 to fund 
various project initiatives. 

CHSP - Social & Day Programs 13                Increased activity for Social Programs offset with income. 
Community Facilities - Nailsworth Community Hall 11                Increased activity for Social Programs offset with income. 
Community Facilities - cleaning costs 5                  Contractor costs for Town Hall and Nailsworth Community Hall. 
Club 5082 6                  Revised budget based on offset of income. 
Administrative Services - Insurances 22                Adjustment based on actuals 

Rates  - Legal Payments 39                Revised forecast for payments funded by increased legal 
income. 

Total Materials, Contracts & Other Expenses 10,367     (99)             291            192            10,559     

Depreciation, Amortisation & Impairment 3,624       -                 -                 -                 3,624       

Finance Costs 674          -                 -                 -                 674          

Net loss - Equity Accounted Council Businesses -               -               
Total Expenses 22,946     (93)             291            199            23,145     

Operating Surplus / (Deficit) 107          297            (178)           119            226          

Asset Disposal & Fair Value Adjustments 90            90            

507          -                 -                 -                 507          

Physical Resources Received Free of Charge -               -                 -                 -                 -               
Net Surplus / (Deficit) 704          297            (178)           119            824          

Amounts Received Specifically for New or Upgraded Assets

5 / 5
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Item: 6.7 Procurement Protocol  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

AGENDA ITEM NO.: 6.7 ON AGENDA  
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Procurement Protocol 
 
 

1. EXECUTIVE SUMMARY 

The procurement policy was reviewed by the audit committee at their 13 June and 7 
August 2017 meetings. The final policy was recommended to Council and subsequently 
adopted on 22 August 2017. 

In considering the draft policy at the 13 June 2017 meeting, the Audit Committee 
requested that the Procurement Procedures Manual be presented to the December 
2017 Audit Committee meeting. 

Following the adoption of the Procurement Policy, Procurement Protocols have been 
developed. These take the form of high level procedures and direct staff to templates 
and evaluation criteria based on the level of procurement being undertaken. 

The protocols are to be endorsed by the Executive Leadership Team (ELT). The Audit 
Committee are invited to provide feedback prior to finalisation. 

2. RECOMMENDATION 

(1) That the Audit Committee having considered Item 6.7 Procurement 
Protocol, receive and note the report.  

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

Local Government Act 1999, Chapter 10 

Procurement Policy 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management Procurement is a daily activity 
undertaken by Council staff. With 
the volume of frequency, a 
streamlined will assist in Council 
achieving its Strategic goal of 
“Ensuring Financial Sustainability”. 
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Item: 6.7 Procurement Protocol  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

Intelligent Community Indicators 

 6. Advocacy Engaging leaders and citizens, 
businesses and institutions, in 
identifying opportunities to 
champion positive change. 

Procurement crosses all 
activities of Council, assisting in 
all Intelligent Community 
Indicators. The evaluation and 
wise procuring of goods 
specially supports the indicator 
of Advocacy.  

  

 

4. REGIONAL IMPACT 

This report may have regional impacts when considering procurement methods. The 
Procurement Policy has been structured in a way that ensures a regional focus is 
prioritised.  

5. COMMUNITY INVOLVEMENT 

There has not been any community consultation on this report.  

6. DISCUSSION  

The procurement policy was reviewed by the audit committee at their 13 June and 7 
August 2017 meetings.  

The final policy was recommended to Council and subsequently adopted on 22 August 
2017. 

When considering the draft policy at the 13 June 2017 meeting, the Audit Committee 
requested that the Procurement Procedures Manual be presented to the December 
2017 Audit Committee meeting. 

Following the adoption of the Procurement Policy, Procurement Protocols have been 
developed. Procurement protocols form an internal guide to staff in the diverse 
decision making activities of procurement. It covers the steps of procurement and 
considerations and decisions that need to be made during the process.  

The Procurement Protocols include the procedural and financial sub-delegation items 
that were previously in the Accounting Policy and Procedure Manual and were not 
included in the Procurement Policy.  

A copy of the draft Procurement Protocol is included in Attachments 1 – 20. 

Decision Making 

In order to assist, the protocols include both text and visual aids to make the decision 
making process easier to understand. The protocols cover all aspects of procurement 
from Petty Cash through to large tenders and provide direction on the path and 
templates to follow.  
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Item: 6.7 Procurement Protocol  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

This is evidenced through the decision making matrix (shown below from Attachment 
10). The matrix gives direction to the level of evaluation required (e.g. number of 
quotes and templates to use).  

 

Acquisition Planning 

Outlined in Section 5 of the Procurement Protocol document are the steps and options 
for Acquisition Planning (see Attachments 11-15). These include: 

 Direct Sourcing; 
 Strategic Sourcing; 
 Determining Risk; 
 Dispensation from the Policy (reasons and process); and 
 Methods for Market Approach.  

As the protocols cover a large variety of purchasing/procurement options (both 
goods/materials and services) it is important that the options are equally wide and 
varied. It is unlikely that a single type of procurement would consider all methods 
available.  

Templates have been designed in order to assist with the acquisition process. As 
displayed in the matrix above, these are split in value of $10k-$50k and over $50k. 
Copies of the templates are attached as follows: 

 Acquisition Plan (Short) $10k-$50k, Attachment 21 

59



Item: 6.7 Procurement Protocol  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

 Acquisition Plan (Long) Over $50k, Attachments 22-24  

Risk Management 

The protocols also extend to the consideration of risk management which is embedded 
into Acquisition plan templates. These have been developed with connection to the 
Corporate Risk Management Policy and Risk Management Framework.  

Panel Contracts 

Council’s procurement policy was developed in partnership with LGA Procurement 
(LGAP). The protocols take the work of the Procurement Policy to the next step and 
encourage the use of Panel Contracts offered by LGAP. 

Historically, Council has underutilised these contracts which provide the buying power 
of the whole sector as well as having completed the pre-qualification process of on-
boarding these contractors for Risk and Work Health Safety considerations (e.g. 
insurance policy evidence).   

Delegations 

Embedded in the protocols are the delegation limits of officers in making decisions. 
This is sub-delegated to officers by the Chief Executive Officer (CEO), who receives 
their delegation from Council.  

The Delegation Register, giving purchasing delegation to the CEO was last endorsed by 
Council at the 28 November 2017 Council meeting.  

As stated in the assumptions in Attachment 5, all values are exclusive of GST to 
remove potential confusion. As Council is able to claim an input tax credit for GST paid, 
the delegations are reflective of the true ‘cost’ to Council.  

Implementation 

The implementation of these protocols is being trialled within the Infrastructure and 
Environment Department. This department was chosen due to their breadth in 
procurement methods in order to test the protocols. Assuming ELT’s adoption of the 
protocols, feedback on the trial will be considered before implementing the protocols 
across the whole Council. The trial is due to be completed in by end of January 2018 to 
facilitate the training of all other staff prior to the transition of staff in February – 
March 2018. 

Financial and Resource Implications 

The review of the policies has not led to any changes in methodology or accounting 
treatment and as such, there are no financial or resource impacts for 2017-2018.  

Council currently operates a decentralised procurement model where all staff are 
involved in the procurement within their own department. As part of the draft budget 
2018-2019, it is to be considered having a mixed model where a centralised model for 
assisting high end procurement (e.g. tenders and contracts). The decision making 
matrix suggests this threshold will be from a value of $10,000, however will be less 
focused on the process of obtaining quotes, which will be still the requirement of 
departmental staff. 
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Item: 6.7 Procurement Protocol  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

The consideration of resources being used for a mixed procurement method (ie 
centralised vs decentralised) will be considered for the 2018-2019 budget year 
following learnings from the trial period.  

7. CONCLUDING STATEMENTS 

Council currently operates a decentralised procurement model where all staff are 
involved in the procurement within their own department. The procurement protocols 
are designed to assist in the efficient decision making and method of procuring goods 
and services. 

The protocols are aligned to Council’s Procurement Policy and Risk Management 
Framework (including related policies).   

The audit committee may consider providing feedback on the protocols. These will be 
considered in the final version to be presented to the Leadership Team (ELT) for 
endorsement in January 2018.  

 

ATTACHMENTS 

Attachments 1 – 20 Procurement Protocol 

Attachment 21 Acquisition Plan (Short) $10k-$50k 

Attachments 22-24 Acquisition Plan (Long) $50k Plus 
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City of Prospect: Procurement Protocol 2 

Reference Number: TRIM Reference: CR17/61284 

Type: Internal Protocol 

Responsibility: Director Corporate Services 

Responsible Officer (s): Manager Financial Services 

Initial Adopted Date: August 2000 

Last Review Date: August 2014 

Next Review Date: 3 Years  - November 2020 

Legislation: 

Local Government Act 1999 (SA)  
Local Government (Financial Management) Regulations 20111 
Independent Commissioner Against Corruption Act, 2012 
Anti-Money Laundering and Counter-Terrorism Financing Act 2006 
(Commonwealth) 
Competition and Consumer Act 2010 (Commonwealth) 
National Competition Policy (Commonwealth) 
Trade Practices Act 1974 (Commonwealth) 
Local Government (Elections) Act, 1999 – Caretaker provision 
Freedom of Information Act (1991) 
Work Health and Safety Act 2012 and Regulations 2012 
Ombudsman Act, 1972 

Related Documents: 

Procurement Policy 
Corporate Risk Management Policy 
Credit Card Policy 
Caretaker Policy 
City of Prospect Delegations Register 
Code of Conduct for Council Employees 
Corporate Governance Framework 
Prudential Review Policy 
Risk Management Framework 
Sale or Disposal of Assets Policy 
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City of Prospect: Procurement Protocol 3 
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City of Prospect: Procurement Protocol 5 

 Overview 

1.1 Introduction 

This document sets out a Procurement Protocol (Protocol) for City of Prospect to 
support the Procurement Policy (Policy). The Protocol is to be used in conjunction 
with the Policy and provides information on the key processes, considerations, roles 
and responsibilities for the procurement and contracting of goods and services. Where 
a term, role, standard, process or other element in the Framework has a counterpart 
in the Policy, then it accords with that counterpart. 

1.2 Scope 

The Protocol applies to all Council employees when undertaking procurement 
activities on behalf of Council.  

The Protocol:- 

 formalises procurement procedures and processes; 

 enables monitoring of conformance to policies and procedures; 

 serves as a training guide; 

 advises accountability when undertaking procurement; 

 recognises that process design should reflect the nature and value of 
procurement; and 

 does not exhaustively address all procurement matters, and makes reference 
to supporting documents or contact persons where appropriate. 

1.3 Glossary 

Dispensation - exemption from the requirements of the standard procedure protocols 
 

Pre Qualified Suppliers - suppliers who have been selected following a tender process, 
and who are have met WHS and Risk requirements 

 
1.4 Assumptions 

All monetary amounts in this policy are in Australian dollars and are GST exclusive. 

1.5 Legislation 

The purchase of all products and services is to be conducted in accordance with the 
Local Government Act 1999 and any other relevant legislation. 
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City of Prospect: Procurement Protocol 6 

 Procurement Principles 

2.1 Value for Money 

Identifies the best outcome for the most appropriate price. Undertaking a 
comparative analysis of all costs and benefits, including potential for disposal 
opportunities of each procurement throughout the whole of its lifecycle; to align with 
Councils strategic directions. 

2.2 Open and effective competition 

Council will create open and effective competition by maximising the opportunities for 
firms to conduct business with Council through the selection a procurement method 
best suited to Councils requirement market conditions.  

2.3 Ethical behaviour and fair treatment 

Council officers involved in procurement will act in the highest ethical professional 
standard and will not use or disclose information that confers unfair advantage, 
financial benefit or detriment on a supplier.  Ethical behaviour encompasses the 
concepts of honesty, integrity, probity, diligence, fairness, trust, respect and 
consistency in all discussions and negotiations.  

2.4 Probity, Accountability and Transparency 

Council has the responsibility of ensuring that any procurement process is transparent 
and that its decisions are justified.  

See section 9.6 for further discussion relating to Conflict of Interests. 

2.5 Risk Management 

Ensures the appropriate risk management practices are applied for identification of 
risk, assessment and implementation of risk mitigation controls, in line with Council’s 
Risk Management Framework. 

2.6 Work Health and Safety 

All suppliers will, as a minimum, be capable of and agree to comply with the 
standards prescribed by the Work Health and Safety Act 2012 and its Regulations. 

2.7 Local Focus 

Where the assessment against the evaluation criteria is comparable, and a sufficient 
local market exists, consideration may be given to the development of local business 
and/or industry, measurable economic growth, local employment and/or the 
opportunity for capital investment. 
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2.8 Environmental Procurement 

Council supports the goal of environmental sustainability and is committed to 
identifying opportunities in procurement for reduced impacts on the environment 
where options achieve the same function and value for money outcomes.  
Environmental procurement involves the inclusion of relevant environmental factors in 
a decision to purchase goods, services and/or tenders with a view to maintain the 
health and quality of the environment, conserve resources, minimise waste and 
protect human health. 
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1. ACQUISITION 
INITIATION

2. ACQUISITION 
PLANNING

3. MARKET 
APPROACH

4. SUPPLIER 
SELECTION

5. PURCHASE 
ORDERS  & 
CONTRACTS

6. INVOICING & 
PAYMENTS

 Procurement Process 

All procurement should be conducted in a way that supports Council in delivering its strategic 
objectives. The Protocol outlines the stages in the procurement process and how they will be 
managed, including acquisition planning, approach to market strategy, evaluation planning, 
contract preparation, receiving the acquisition and details of relevant approval procedures. 

 

3.1 Stages of the Procurement Process 

 

 

 

 

 

 

 

 

 

 

The relative importance of the different stages within the process will depend on the 
size and type of procurement activity being proposed. 

 

 Stage 1 - Acquisition Initiation 

The first step in the procurement process is to identify and fully define the need in relation to 
the activity. A poor understanding of the requirement may lead to a result that does not fully 
meet the need of the Council, potentially incurring wasted time, effort and expenditure. 

 
Having defined the requirements, the process should continue by: 

 reviewing options to satisfy this need (including non-procurement alternatives) to 
determine whether the procurement is the best means to deliver a value for money 
outcome  

 reviewing any lessons learnt from previous procurement activities for this type of 
good/service 

Attachment

Attachment 8 69



City of Prospect: Procurement Protocol 9 

 developing and approving a business case (if appropriate).  
 aligning with any project plans  
 confirming availability of funds  

 
Council will plan its procurement activities by way of a process of identifying, understanding 
and delivering procurement requirements within the wider organisational planning and 
performance, asset management, program delivery and risk management frameworks. 
 
The Manager Financial Services will prepare an annual procurement plan, this will focus on 
the higher value and higher risk procurement. This will be completed after the budget has 
been adopted by Council, it will involve all Directorates and help to support the timely 
delivery of services and works endorsed by Council. 

 
4.1 Sourcing of Goods and Services 

Purchases which are low value, low risk or low complexity should be sourced directly 
from the supplier using petty cash, purchase cards or by obtaining at least one 
quotation, preferably through existing pre-qualified suppliers, defined as Direct 
Sourcing in the Policy. 

Those items which are high value, high risk and/or high complexity should be 
procured through more a competitive process which will continuously improve and re-
evaluate the purchasing activity to gain value, defined as Strategic Sourcing in this 
policy. Strategic sourcing differs from direct sourcing because it places emphasis on 
the entire life-cycle of a good or service, not just its initial purchase price.  

Transaction costs are lowest with direct sourcing methods such as purchase cards, 
and higher for strategic sourcing methods and more competitive processes, such as 
tenders. 

Both Direct and Strategic sourcing will move through the same six stages of 
procurement, Council officers should be aware of the guiding Procurement Principles 
and make a reasonable effort to apply them in all cases. For procurement that falls 
into Direct sourcing they will largely do this themselves, with no active involvement by 
Procurement, unless necessary. Strategic sourcing by contrast involves far greater 
support by the central Procurement function. 

4.2 Procurement Decision Matrix 

When purchasing goods and services, there are a number of methods that can be 
used to interact with suppliers. The underlying principle is to balance the value of the 
purchase with efficiency of process, risk and probity.  
 
The Procurement Decision Matrix below outlines the different transacting methods to 
be considered. 
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Procurement Decision Matrix 
 

 

Note 

* an Acquisition Plan will always be required  

 if a contract is required to be signed with the Supplier  
 if the procurement is considered to be high risk. 
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 Stage 2 - Acquisition Planning 

A well-planned procurement process will ensure that policies are followed, pitfalls are 
avoided and a successful outcome is achieved. It is important to plan the entire procurement 
process before commencing. Errors, uncertainty and unrealistic timelines can undermine 
market confidence, discredit a purchasing process and devalue the outcome of the 
procurement. 

 

5.1 Direct Sourcing 

Direct Sourcing is a procurement process undertaken by directly approaching and 
negotiating with one or more suppliers without testing the market. This method may 
be used for the purchase of low value, low risk goods and services under $10,000.  
 
Reasonable consideration of the Procurement Principles, section 2, must be given by 
the Council officer at all stages of a directly sourced procurement. 

Direct Sourcing is a procurement process undertaken by directly approaching and 
negotiating with one or more suppliers without testing the market. This method may 
be used for the purchase of low value, low risk goods and services under $10,000.  
 
Petty Cash is available for small item purchases only, up to a maximum of $50 per 
transaction.  
 
Purchase Cards can be used to pay for goods and services within the card’s limit up to 
a maximum of $2,000 per transaction. Purchase cards include cards issued through a 
financial institution such a credit cards, pre-paid charge cards and cards issued 
through a contract, such as fuel cards. 
 
At least one quotation is required for procurement greater than $2,000 and less than 
$10,000. Before requesting a quotation from a supplier, thought should be given as 
to whether the product or service can be obtained via a panel agreement or a pre-
qualified listing of contractors.  
 

5.2 Strategic Sourcing 

In the case of higher value or riskier procurement a more strategic sourcing process is 
necessary. The balance of this section, section 5 through to the end of section 7 is 
related to Strategic Sourcing only. 

An Acquisition Plan is required for purchases over $10,000, where a contract is 
required to be executed and purchases that are deemed higher risk in nature. It must 
be completed prior and authorised prior to the market approach. 

It will identify cost and risk factors and provide details to enable approval of the 
appropriate method of procurement providing sign-off by the officers involved in the 
procurement process.  

It will also permit an examination of risk factors which will influence the approach to 
market, with higher risk acquisitions requiring more stringent procurement planning; 
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such as adjustment to specifications and conditions of contract with possibly a higher 
level of management oversight. 

The following table identifies the type of Acquisition Plan that should be utilised for 
each purchase, based upon the value of the purchase: 

Value of Purchase 
 

Type of Acquisition Plan Required 
 

Less than $10,000 
Short Form  
(if a contract is to be signed, or high risk) 

$10,000 to $50,000 Short Form 

Over $ 50,000  Long Form 

When preparing an Acquisition Plan, access to existing contracts and preferred 
supplier lists should be considered. It is preferable to take advantage of an existing 
arrangement rather than expending resources on repeating activities. 

It must be completed and authorised prior to the market approach, with 
authorisation by both  

 Responsible Officer 

 Manager, Director or CEO depending on the value of the procurement  

Templates for Acquisition Plans are available in the Trim, Short Acquisition Plan 
CR17/61220, Long Acquisition Plan CR17/61221. 

5.3 Determining Risk 

A risk assessment will assist in identifying the level of risk associated with a 
procurement, including supply risks, business risks, management risks, probity risks, 
Work Health and Safety risks, environmental risks, public safety, political and 
sensitivity risks. 
 
A number of controls to assess and manage risk throughout the procurement process 
have been put in place, these include:   

 Requirements to complete Acquisition Plans and procurement 
documentation over designated thresholds. 

 The preparation of standard contracts which contain insurance and 
limitations of liability clauses;  

 Requiring security deposits or bank guarantees where appropriate; 
 Referring specifications to relevant experts; 
 Use of, or reference to, relevant Australian Standards (or equivalent). 
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5.4 Dispensation from Policy 

There may be situations, such as emergencies or limited supply options where our 
procurement processes will not necessarily deliver the best outcome for Council. In 
these circumstances with the CEO’s approval the standard procurement process can 
be by dispensated.  
 
The reason/s for dispensation from policy must be identified in the Acquisition Plan 
and a recommendation needs to be completed, CR17/60854, and forwarded to the 
CEO for approval. All dispensated purchases will be recorded in the Register for 
Dispensation, CR17/59655 and presented to the EMT and the Audit Committee on a 
quarterly basis. 
Dispensation may be sought for the following situations: 

- Council resolution, CEO or Director direction  
 

- Limited supply market (unable to obtain 3 quotes) 
 

- Exceptional knowledge / experience of a supplier 
 

- Timing constraints; 
 

- Compatibility with existing equipment or involves repairs and maintenance of 
existing equipment from original supplier 
 

- Identical product / service was chosen via competitive procurement process 
within prior 6 months 

 
- Funding arrangements or grants specify other requirements 

 
Where the Council accesses a contract from an approved provider (section 6.4 - 
Strategic Purchasing Co-operatives) which has been established in accordance with 
transparent competitive tendering processes it is deemed that these are contracts 
resulting from a tender process and, as such, will not be recorded as requiring 
dispensation. 

 
5.5 Methods of Market Approach 

The appropriate method of procurement will be determined by reference to a number 
of factors, including, value of the purchase, risks associated with the purchase and 
aspects relating to the availability of supply and other market conditions. 

The Procurement Decision Matrix, on page 10, must be referred to when determining 
the method of procurement.  

5.5.1 Request for Quotation (RFQ)  

This is the process of obtaining written quotations from prospective suppliers. This 
method is suitable for purchases between $10,000 and $50,000. A minimum of three 
written quotes must be sought unless approval for dispensation from the procurement 
Policy has been obtained. 
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5.5.2 Request for Expressions of Interest (REOI)  

This is an open invitation for the procurement of a proposed goods or services. 
Expressions of Interest may be appropriate where: 
 The requirement is complex, difficult to define, unknown or unclear. 
 The requirement is capable of several technical solutions. 
 Council wishes to consider ahead of formal tender processes such issues as 

whether those tendering possess the necessary technical, managerial and 
financial resources to successfully complete the project. 

 Tendering costs are likely to be high and Council seeks to ensure that 
companies incapable of supplying the requirement don’t incur unnecessary 
expense. 

 It is necessary to pre-qualify suppliers and goods to meet defined standards. 
 The requirement is generally known but there is still considerable analysis 

evaluation and clarification required (both of the objective and the solution). 
 

5.5.3 Request for Tender (RFT)  

This is a formal invitation for the procurement of goods or services, there are two 
types of RFT relevant to this Protocol: 

 
5.5.4 Open Request for Tender  

An Open Tender must be advertised publicly in accordance with the Procurement 
Policy. Advertising will be through the use of the State Government’s contracts and 
tenders web site (SA Tenders and Contracts) or a single advertisement in the 
Adelaide Advertiser or the local newspaper. 
 
5.5.5 Select Request for Tender  

A Request for Tender that is going directly to known suppliers of goods, works and 
services. This is used where there is a limited number of competitors with the 
required knowledge in the market place. 
 

5.6 Panel Contracts  

Panel arrangements provide the benefits of both a competitive tender and a direct 
purchase model. Panel Contract arrangements consist of multiple suppliers that can 
supply goods and services on a regular or ad hoc basis. Examples include standard 
replacement assets like stationary, trades people, and professional services. 
 
Panel Contracts may occur after a quotation or tender process resulting in the 
prequalification of certain suppliers who are engaged on terms to be agreed. The 
contract may be with Prospect or a strategic partner. 
 

5.7 Pre-qualified Providers 

Council may set up lists of Pre-qualified Providers for various categories. The pre-
qualification status demonstrates that contractors and consultants have met 
preliminary minimum requirements, including insurance, Work Health and Safety, 
licensing and qualifications. 
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5.8 Strategic Purchasing Co-operatives  

The process of conducting procurement activities through strategic contract 
arrangements already established and administered by other organisations should be 
considered. Often pricing has been negotiated on the basis of a collective group on 
terms we as a single council would not be able to secure, often there is also a 
significant time saving benefit to Council. 
 
Such panels are currently offered by, but not limited to: 
o Local Government Association Procurement (LGAP) 
o Procurement Australia (PA) 
o Council Solutions 
o Local Buy 
o Eastern Region Alliance (ERA)  
 

 Stage 3 - Market Approach 

A typical quotation will require an invitation to suppliers, conditions of quoting (bid rules), a 
specification or consultant’s brief, conditions of contract and response forms for the 
respondents to complete. Other documents that are required relate to the evaluation 
process, such as evaluation and probity plans and recommendation report. 

 
All procurements over $100,000 in value and those that have been assessed as ‘high risk’ will 
require the direct involvement of the Procurement Officer. All other quotations should be 
obtained by the initiating officer using Council’s templates. A suite of templates covering all 
aspects of the procurement process are available on the Procurement section of Prospect 
Central.  
 

 Stage 4 - Supplier Selection 

7.1 Evaluation 

The evaluation of quotations will be dependent on the value of the purchase.  
 
For values up to $50,000 a Quote Evaluation and Recommendation Report need to be 
prepared, the template for this is available in TRIM CR17/61231. 
 
For values over $50,000 and for all tenders, a Tender Evaluation and 
Recommendation Report needs to be prepared, the template for this is available in 
TRIM CR17/61245.  

 
In either scenario the report must be prepared prior to the opening of the tender or 
quotation. This Plan will outline the method of evaluation and will include the 
weightings for the evaluation criteria and the names of the officers who will make up 
the evaluation team.  
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7.2 Probity  

Each member of an evaluation team will declare any interest that might affect their 
impartiality prior to receiving any tenders for evaluation and must comply with the 
following interlinked principles and objectives of probity:  

 
 Fairness and impartiality.  
 Transparency of process.  
 Independence through effective management of conflicts of interest.  
 Accountability of process.  
 Security and confidentiality of information and materials.  

 
7.3 Negotiation 

Where respondents to a tender or quotation achieve similar scoring in the evaluation 
criteria, the evaluation team may decide to negotiate with these respondents to try to 
improve outcomes. There is no obligation to negotiate with all the suppliers that were 
initially considered, only those that those that resulted in the highest comparable 
evaluation outcomes. 
 
Any negotiation process should be transparent, recorded and conducted in a manner 
that does not disadvantage other respondents.  

 
7.4 Recommendation and Approval 

The evaluation team, must prepare a written report (Recommendation Report) once 
the tender evaluation is completed and a preferred tenderer (or short-listed pre-
qualified service providers) has been chosen. This report describes the evaluation and 
recommends the outcome of the tender process. All members of the evaluation team 
must sign the Recommendation Report. 
 
The recommendation is then submitted to the approving authority, in accordance 
with the Acquisition Plan. 

 
Successful and unsuccessful respondents should be advised of the outcome of the 
evaluation process and a debriefing provided, if required. 

 

 Stage 6 - Purchase Orders and Contracts 

8.1 Purchase Orders 

Purchase orders provide a record of the intention to expend funds, evidence of the 
process of approval, separation of duties and commitment of funds. This is a two 
phase process. The initiating officer creates the requisition which is then authorised 
by the approving officer. The initiating officer and the approving officer must be 
different Council officers. If there is an Acquisition Plan for the purchase, the initiating 
officer and related authorising officers will be shown. 
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Purchase of goods and services over $50 must be accompanied by a purchase order, 
unless the type of purchase is exempt. Refer to the Requisitioning Guide CR14/57953 
for a list of supplies that does not require a purchase order. 

 
8.2 Standing Purchase Orders 

Standing Purchase Orders can be used when a supplier is expected to make multiple 
supplies over a financial year. This may be a purchase of goods that are received in 
multiple consignments or services that are received over a period of time. All normal 
controls relating to purchase orders apply to Standing Purchase Orders. Additional 
requirements are: 
 
 Standing Purchase Orders relating to the provision of services must not extend 

beyond the current financial year.  
 Where a Standing Purchase Order relates to multiple goods or different elements 

of services these must be detailed on separate lines of the Standing Purchase 
Order. 

 As Standing Purchase Orders are likely to have a value equal to an entire project 
or multiple deliveries, it is advantageous for the Council that the total approved 
monetary amount is not displayed on the purchase order that is sent to the 
supplier. 

 Standing Purchase Orders can only be renewed when the original Contract 
provides for an option to renew the Contract for an additional term. 

 
8.3 Contracting 

Purchase orders have a set of terms and conditions that will be sufficient for most 
small and low risk purchases.  
 
The Terms and Conditions of an executed contract take precedence over the standard 
terms and conditions contained within a purchase order. Where it has been 
determined that a formal written agreement is required there are a suite of standard 
Council contracts available for use. No officer should change any of the standard 
clauses without consultation with the Procurement Officer. 
 
If a contract is to be issued, an Acquisition Plan must be completed by the purchase 
initiator and signed by the relevant Director or CEO. The Acquisition Plan will also 
define who will sign the contract under delegation. The contract must then be 
recorded in Council’s Contract Register. 

 
8.4 Receipting of Goods and Services / Invoicing and Payment 

Upon receipt of goods or fulfilment of services, a Council officer with knowledge of 
receipt, usually the initiator of the procurement initiator must verify that the goods or 
services were delivered satisfactorily. 
 
This verification is evidenced by either the signing of the invoice, signoff in the 
finance system or email acknowledgement. 
 
At no time should the supplier be paid before the goods and services are delivered or 
service performed. 
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Once invoices have been approved they are to be forwarded to Finance to facilitate 
payment to the supplier. Council’s payment terms requires payment 30 days from the 
receipt of a correct tax invoice from a supplier. Any requests by suppliers to vary 
Council’s payment terms should be referred to the Manager Financial Services. 

 
8.5 Sale and Disposal of Assets 

           Refer to the Sale or Disposal of Assets Policy 

 

 Related Procurement Practices 

There are numerous other functions that are directly related to the procurement process. 
While these functions may be outside the scope of this framework they need to be given 
consideration. 
 
9.1 Delegations 

All purchases must be made in accordance with the Council’s financial delegation of 
authority. Purchases can only occur from an approved budget. Council employees 
must only authorise the expenditure of funds in accordance with their financial 
delegations.  
 
The levels of delegation are shown in the following table: 

 

 
 

 

9.2 Project Management and Contract Administration 

Once a contract has been executed and the supplier has started work, it is important 
that the contract is managed diligently to maximise the commercial outcomes for the 
Council and minimise risk. 

The responsible officer, usually the officer in charge of the project, should be 
appointed as the contract manager and act as the Council’s delegate when engaging 
with the supplier. The responsible officer will need to review all invoices and ensure 
that the supplier has invoiced the Council in accordance with the contract terms and 
conditions. This will include verifying the rates used, as well as multipliers, cost 
recoveries, CPI adjustments, and variations.  

The responsible officer also needs to verify that the percentage of work complete and 
invoiced is accurate. The responsible officer should review all contract variations and 
assess whether they are part of the original contract scope. The responsible officer 
should ensure that all insurance policies and other relevant documents remain current 
throughout the life of the project. 
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9.3 Risk Management 

Council should ensure that appropriate internal controls and risk management 
protocols are considered for its procurement activities. 

The responsible officer should reference Council’s Corporate Risk Management Policy 
and Framework for guidance. 

In summary, risks must be identified in the Acquisition Plan. A higher exposure to risk 
may require a revised procurement method. Council should balance risk with 
opportunity. Accepting some degree of additional risk can impact significantly in the 
overall cost of goods and services. If all the risk is transferred to the supplier, then 
the supplier will inevitably factor this risk into their price.  Council should consider its 
risk appetite when undertaking the procurement process, particularly in situations 
where the Council is in a more capable position to manage the risk.  

Council needs to consider how it structures its contracts (i.e. time and materials, lump 
sum, schedule of rates, cost plus, pain/gain, upper limits, plus/minus key limits). 

Potential risks need to identified in the project planning stage and transferred to the 
Acquisition Plan so that tender documents can be prepared which accommodate these 
risk factors. In that way suppliers are made aware of potential risks associated with a 
project and can address these in their tenders. 

 

9.4 Insurance 

The responsible officer needs to ensure the supplier has adequate and appropriate 
insurance coverage, such as professional indemnity, public liability insurance etc. 

Council will use the standard contract templates for contract services to ensure 
insurable risks are transferred and that insurances remain the responsibility of the 
Third Party. The responsible officer needs to obtain the supplier certificates of 
Currency as part of the selection process. 

The level of insurance required will differ for the nature of work the supplier 
performs. For example, suppliers who perform civil works have a higher risk of liability 
exposure, than various low level consultancies. 
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9.5 Work Health Safety Management 

Council has an obligation to ensure that all suppliers working for the Council are 
committed to WHS Management, and must be competent in the provision of the 
contracted goods and services or services. 

Council is required to select, induct and monitor suppliers and maintain WHS records 
relating to the work undertaken. In selecting and engaging a supplier, specific hazard 
related WHS requirements must be taken into consideration (i.e. Risk Assessments, 
JSA’s, SWMS, WHS Management Plan or any other aspect). 

Prior to new plant and equipment being procured or leased, the Council will perform a 
Pre-purchase inspection to ensure it meets all WHS requirements and is fit for 
purpose. 

Where hazardous goods and services are involved the Council is required to ensure all 
WHS and environmental requirements have been addressed with regards to the 
handling and storage of such goods and services. 

Further details and support can be obtained from Council’s Work Health and Safety 
Coordinator. 

 

9.6 Conflict of Interest 

Council employees shall at all times avoid situations in which private interests conflict, 
or might reasonably be thought to conflict, or have the potential to conflict, with their 
Council duties. 

Council employees involved in the procurement process, in particular preparing tender 
documentation, including writing tender specifications, tender opening, and tender 
evaluation panels, must: 

Avoid conflicts, whether actual, potential or perceived, arising between their official 
duties and their private interests. Private interests include the financial and other 
interests of Councillors and Council employees, plus their relatives and close 
associates 

Declare when a conflict of interest exists. Where future conflicts, or relevant private 
interests arise Council employees must make their manager, or the chairperson of the 
relevant tender assessment panel or board aware and allow them to decide whether 
the officer should continue to be involved in the specific Procurement exercise 

Observe prevailing ICAC guidelines on how to prevent or deal with conflict of interest 
situations; and not take advantage of any tender related information whether or not 
for personal gain. 
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                   Acquisition Plan (Short)     $10k - $50k 
 

 

Project Title  
 

Master Number  Quote Number  
 

Responsible Officer  Directorate  
 

Description of Project:  
(Who, what, why) 
 

 
 

 
 

Estimated Value  
(For the life of the project) 
 

$ Approved Budget $ 

 

Project Timeframes Start date: Completion date: 

 

Contract Required 
 

 

Yes              
 

No                
 

 

Market Approach 
 

 

3 Quotes      
 

or Tender     
 

 

Dispensation 
 

may be sought if: 
 

- Council resolution, CEO or Director direction  
 

- Limited supply market (unable to obtain 3 quotes) 
 

- Exceptional knowledge / experience of a supplier 
 

- Timing constraints; 
 

- Compatibility with existing equipment or involves 
repairs and maintenance of existing equipment from 
original supplier 

 

- Identical product / service was chosen via competitive 
procurement process within prior 6 months 

 

- Funding arrangements or grants specify other 
requirements 

Has a valid market Approach been completed?  Yes    No     
Reason for dispensation from policy 
 
 
 
 
 
Name of preferred supplier 
 
 
 
 
 
Note, CEO or Director approval is required for all policy dispensation, see below.  
 

 

Risk Management 
 
No responses would tend to indicate that the 
procurement might have higher associated risk and 
complexity.  
 
If you are unsure how to respond to any of these 
questions, please consult with Procurement. 
 
Consult with Procurement if you have any questions 
 
 
 
 
 
 
 
 
 
 

 

Does the supply market have the capacity to meet current and 
anticipated demand? 
 

Can Council continue to function if the supply is interrupted? 
 

Is there a low probability that the goods/services will become 
obsolete or be superseded during the life of the contract? 
 

Is provision of and ongoing use of the goods/services 
considered to be safe? 
 

Is stakeholder and public interest in the purchase low? 
 
 
 

Does the acquisition fulfil Councils WHS System obligations? 
 

 

Yes  No  
 
Yes  No  
 

Yes  No  
 

Yes  No  
 
Yes  No  
 
Yes  No  
 

 

If any risks assessments are ‘No’, what are the risks & how you plan to mitigate them 
 
 

 
 

Approvals and Delegations  
 
 

Responsible Officer                                       Name: ………………………………………   Sign:  ………………   Date: …………………… 
 

 
Who will form the Evaluation Team             Name: ………………………………………     Name: ………………………………………    
(min 2)                        
                                                                         Name: ………………………………………    
              

 

Who is authorising this Acquisition Plan  
 

Plan and approving the requisition              Name: ………………………………………   Sign:  ………………   Date: …………….…….. 
 
 

Additional approval will be required for  
- Contract Execution            - CEO or Director to sign contract 
- Dispensation from Policy  - CEO and Director is sign Dispensation From Policy 
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                Acquisition Plan (Long)              $50k plus 
 

1 
 

Project Title  

 

Master Number  
Quote 
Number 

 

 

Responsible Officer  Directorate  
 

Description of Project:  
(Who, what, why) 
 

 
 

 
 

Estimated current year costs  
 
 

 
$ 
 

Current Year 
Approved 
Budget 

$ 

Ongoing Maintenance / Costs 

 
 
 
 
 
 
 
 
 

 
Describe: 
 
 
Estimated ongoing costs $ 
 

Supply Market 
 
 
 

 

 Competitive 
 

 Limited 
 

 Existing supplier relationship, if yes supplier 
 

Procurement Process 
 
 
 
 

 

 Selective 
 

 Public / Open 
 

 LGAP, Procurement Australia or  
   other pre-qualified panel 
 

 

 request for tender (RFT) 
 

 request for quote (RFQ) 
 

 expression of interest (EOI) 
 

 direct negotiation 
 

 

Dispensation 
 

may be sought if: 
 

- Council resolution, CEO or Director direction  
 

- Limited supply market (unable to obtain 3 quotes) 
 

- Exceptional knowledge / experience of a supplier 
 

- Timing constraints; 
 

- Compatibility with existing equipment or involves 
repairs and maintenance of existing equipment from 
original supplier 

 

- Identical product / service was chosen via competitive 
procurement process within prior 6 months 

 

- Funding arrangements or grants specify other 
requirements 

Has a valid market Approach been completed?  Yes    No     
Reason for dispensation from policy 
 
 
 
 
 
Name of preferred supplier 
 
 
 
 
 
Note, CEO or Director approval is required for all policy dispensation, see below.  
 

 

Risk Management 
 
No responses would tend to indicate that the 
procurement might have higher associated risk and 
complexity.  
 
If you are unsure how to respond to any of these 
questions, please consult with Procurement. 
 
Consult with Procurement if you have any questions 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
Does the supply market have the capacity to meet current and 
anticipated demand? 
 
Can Council continue to function if the supply is interrupted? 
 
Is there a low probability that the goods/services will become 
obsolete or be superseded during the life of the contract? 
 
Is provision of and ongoing use of the goods/services 
considered to be safe? 
 
Is stakeholder and public interest in the purchase low? 
 
 
 
 
 

Does the acquisition fulfil Councils WHS System obligations? 
 

 

Yes  No  
 
 

Yes  No  
 

Yes  No  
 
 

Yes  No  
 
 

Yes  No  
 
 
Yes  No  
 

 

If any risks assessments are ‘No’, what are the risks & how you plan to mitigate them 
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Acquisition Plan (Long)             $50k plus 

2 

Evaluation 

Evaluation Criteria 

To be completed prior to reviewing the supplier responses. Consider the following and/or other criteria as appropriate: 

Capability 
 

- Industry experience, proven methodology, project management, qualification / industry affiliations

Capacity
 

- Commitment to deliver, proven resource availability, project schedules

Quality Systems Deliverables 
 

- Compliance to WHS, equal opportunity, quality standards

Local Focus 
 

- Development of local business and/or industry, local employment

Environmental Sustainability 
 

- Impact of the environment, conservation of resources, minimisation of waste

Performance 
 

- Current performance, recent performance, Local government experience

Cost (max 30%) 
 

- Value for money, whole life cost

     Selected Criteria Weighting % 

1. …………………………………………………………………………………    ……………. 

2. …………………………………………………………………………………    ……………. 

3. …………………………………………………………………………………    ……………. 

4. …………………………………………………………………………………    ……………. 

5. …………………………………………………………………………………    ……………. 

6. …………………………………………………………………………………    ……………. 
 

Tender Evaluation Panel Declaration

Minimum of 2 members, ideally 3. To include the responsible officer and an officer familiar with the works/services. 

1. Conflict of Interest
 

I do not have financial or other interest which may influence, or be perceived to influence my involvement in this evaluation

2. Professional Conduct
 

I agree to conduct myself in the best interests of the City of Prospect while performing my duties during my involvement in
this procurement process and evaluation.

3. Confidentiality
 

I agree to maintain confidentiality of the tender submissions and evaluation documents of this procurement process.

  Name      Position       Signature             Date 

Evaluation Panel Member 1         …………………….      ………………….…..      ………………………..      …………… 

Evaluation Panel Member 2          …………………….      ……………….……...     ………………………..      …………… 

Evaluation Panel Member 3        …………………….      …………….………...      ………………………..      …………… 
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Approvals and Delegations  

Responsible Officer        Name: ………………………………………   Sign:  ………………   Date: …………………… 

Who is authorising this Acquisition Plan 
 

Plan and approving the requisition           Name: ………………………………………   Sign:  ………………   Date: …………….…….. 

Additional approval will be required for 
- Contract Execution - CEO or Director to sign contract
- Dispensation from Policy  - CEO and Director is sign Dispensation From Policy

% 
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Item: 6.8 Periodic Review of Asset & Asset Management Policies  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

AGENDA ITEM NO.: 6.8 ON AGENDA 
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Periodic Review of Asset & Asset Management Policies 
 
 

1. EXECUTIVE SUMMARY 

Council’s policies for the management of assets are contained within Chapter 10 of the 
Accounting Policy and Procedure Manual. This manual was last reviewed in August 
2014. 

In order to provide visibility of Accounting related policies and a staggered review 
timetable, Council has embarked on a process of deconstructing the manual and 
replacing it with stand-alone policies. This process was initiated earlier this year with 
the Procurement Policy.  

Chapter 10 of the Accounting Policy and Procedure Manual, identifies Council’s 
accounting treatment guidelines for assets. This includes acquisition & recognition, 
Useful Lives & Depreciation through to Disposal.  

This review and move to separate policies has not changed treatment methods.  

2. RECOMMENDATION 

(1) That the Audit Committee having considered Item 6.8, Asset Policy 
Review, recommend Council: 
 

 Endorses the Asset Management Policy, as presented in 
Attachments 1 - 5; 

 
 Endorses the Fixed Asset Financial Reporting Policy, as 

presented in Attachments 6 - 16; 
 

 Endorses the Sale or Disposal of Assets Policy, as presented in 
Attachments 17 - 21; and  

 
 Revoke, Chapter 10 of the Accounting Policy and Procedure 

Manual ‘Accounting for Council Assets – Property, Plant, 
Equipment and Infrastructure’.  
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CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

 Local Government Act 1999, S.122 (1a) (b) 

 Local Government Act 1999, S.124 

 Local Government (Financial Management) Regulations 2011, Regulation 12 

 Australian Accounting Standards (AASB13, AASB116) 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management Council is custodian of a large 
value of community assets. It is 
important that these assets are 
managed correctly. Policies 
regarding the creation, 
acceptance, accounting and 
disposal are important tools to 
ensure that financial 
sustainability is maintained 
through the transactions 
associated with these assets.    

  

 

Intelligent Community Indicators 

 6. Advocacy Engaging leaders and citizens, 
businesses and institutions, in 
identifying opportunities to 
champion positive change. 

Fixed Assets assist in Councils 
delivery of services that directly 
support the Intelligent 
Community Indicators.  

  

 

4. REGIONAL IMPACT 

This report does not have a direct regional impact, beyond the city’s boundaries.  

5. COMMUNITY INVOLVEMENT 

There has not been any community consultation on this report.  

6. DISCUSSION  

Council’s policies for the management of assets are contained within Chapter 10 of the 
Accounting Policy and Procedure Manual. This manual was last reviewed in August 
2014. 
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CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

In order to provide visibility of Accounting related policies and a staggered review 
timetable, the manual is being deconstructed and replaced by stand-alone policies.  

This report proposes the adoption of three separate policies, breaking them down into 
the areas of: 

 Asset Management; 

 Asset Accounting & Reporting; and 

 Asset Disposal. 

Asset Management Policy 

The Asset Management Policy is a new overarching policy to asset management.  

The Asset Management Policy establishes a strategic approach to asset management. 
This is a key area of focus within Council’s Strategic Plan and recognises Council’s role 
as asset custodians. 

The Policy exhibits how Council will ensure compliance with requirements of the Local 
Government Act in relation to the establishment and maintenance of Infrastructure 
Asset Management Plans (IAMP), as well as their connection to other strategic 
documents such as the Long Term Financial Plan (LTFP). 

Fixed Asset Financial Reporting Policy 

The Fixed Asset Financial Reporting Policy represents Councils commitments to the 
reporting and management of assets in relation to the Australian Accounting Standards 
(AASB).  

In addition, it provides connections from AASB to the Local Government (Financial 
Management) Regulations, where Council is required to accounting for its assets in a 
consistent method.  

The Policy does not introduce any new methodology, accounting classes or revaluation 
methods.  

Sale or Disposal of Assets Policy 

Disposal of assets must be carried out in a way that is open, fair and transparent, 
while maximising return for Council. 

Council’s current policy provides a choice of five methods for disposal with a decision 
made by either Council or the Chief Executive Officer (depending on anticipated sale 
value) as to the method. 

As always has been the case, Council are the only authority for the sale (or disposal) of 
land and building assets.  

The revised Policy does not propose any changes to these methods.  

 

88



Item: 6.8 Periodic Review of Asset & Asset Management Policies  

CITY OF PROSPECT: Audit Committee Agenda 18/12/2017 

Historical Policy Connection  

As stated above, the three policies replace chapter 10 of the Accounting Policy and 
Procedure Manual. No changes to policy have been proposed in this process.  

The connection of the old policy to the three new policies can be followed by the list in 
the following table: 

New Asset Policy Accounting Policies and 
Procedures Manual Comments 

Asset Management 
Policy Not included 

APPM does not have a high 
level statement of asset 
management and strategic 
principles. 

Fixed Asset 
Financial Reporting 
Policy 

10.1 Definition of an Asset Included in Section 2.2 - 
Definitions 

10.2 Initial Recognition 
Included in - 
 Section 5.1 - Recognition and 
Threshold 
 Section 5.2 - Cost Elements 
 Section 5.3 - Cost 
Measurement 
 Section 5.4 - Measurement 
after Recognition 

10.3 Subsequent Recognition 
and Revaluation 

10.4 Materiality & Capitalisation 
Threshold 

10.5 Depreciation and Useful 
Life 

Included in - 
 Section 5.6 - Depreciation 
 Section 5.7 - Depreciation 
Method 

10.5.6 Useful Lives by Asset 
Class (table) 

Similar table is included in Note 
7b of the Model Financial 
Statements and considered for 
amendment each year. 
Table in APPM is not consistent 
with all Asset Classes or 
Groups. 

10.6 Residual Value Included in Section 2.1.11 - 
Definitions 

10.6 Impairment Included in Section 5.9 - 
Impairment of Assets 

10.7.6-8 Determination of 
classification of expenditure - 
Maintenance or Capital Detail at a 'management 

protocol' or 'procedures' level - 
not at policy level 

10.8 Classifying 
Operating/Capital Expenditure 

10.9 Classifying New/Upgrade 
vs Renewal/Replacement 

10.10 Collective Assets Included in Section 5.6.4 - 
Depreciation 

10.11 Asset Register Detail at a 'management 
protocol' or 'procedures' level - 
not at policy level 10.12 Hiring of Properties and 
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Equipment 

Items not specifically (or 
incompletely) addressed in the 
APPM 

Section 2.1 - Definitions - 
within the policy 
Section 2.2 - Definitions - 
relating to AASB116 
Section 4 - Legislative and 
Corporate Requirements 
 Section 5.5 - Highest and Best 
Use  
- as defined in AASB13 

Sale or Disposal of 
Assets Policy 

10.7 Disposal Included in Section 5.2 - Sale 
or Disposal Principles 

10.13 Sale and Disposal of Land 
and other assets 

Included in Section 5.2 - Sale 
or Disposal Principles 
Some items are very detailed 
and fall more into the 
'management protocol' or 
'procedures' level - not at policy 
level 

 

Financial and Resource Implications 

The review of the policies has not led to any changes in methodology or accounting 
treatment and as such, there are no financial or resource impacts.  

7. CONCLUDING STATEMENTS 

The three policies provided replace the Accounting Policy and Procedure Manual 
(Chapter 10) – Accounting for Council Assets – Property, Plant, Equipment and 
Infrastructure. 

It is anticipated that moving these policies from Council’s Accounting Policy Manual will 
assist in providing a level of visibility to users and ensure compliance with them. While 
no policy infringements have been identified, this is considered a best practice 
approach.   

 

ATTACHMENTS 

Attachments 1 – 5 Asset Management Policy 

Attachments 6 – 16 Fixed Asset Financial Reporting Policy 

Attachments 17 – 21 Sale or Disposal of Assets Policy 
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City of Prospect: Asset Management Policy 1 

Reference Number: CR17/61784 

Type: Council Policy 

Responsibility: Director Infrastructure & Environment 

Responsible Officer (s): Manager Infrastructure & Assets 

Initial Adopted Date: New policy 

Last Review Date: New Policy 

Next Review Date: 3 years (October, 2020) 

Legislation: Local Government Act, 1999 (SA) 

Related Documents: 

Fixed Asset Financial Reporting Policy 
Sale or Disposal of Assets Policy 
Local Government Association (LGA) Financial Sustainability 
Information Paper No.6 – Infrastructure and Asset Management. 

 

1 Purpose 

1.1 The Asset Management Policy (the “Policy”) sets out the asset management 
framework for the City of Prospect.  

2 Definitions 

2.1 For the purpose of this policy: 

2.1.1 “Council” means the City of Prospect. 

2.1.2 “Non-current asset” means an asset which is not easily convertible to cash 
or not expected to become cash within the next year. Examples include 
land, buildings, roads, drainage and other infrastructure. 
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3 Scope 

3.1 This Policy will provide a framework for a strategic approach to asset management in 
accordance with the objectives of Council’s Strategic Plan. 

3.2 The fundamental aim of the Policy is to illustrate the link between the sustainable and 
cost effective management of the City’s assets and infrastructure to service delivery 
needs of our community. 

3.3 Council is committed to implementing a systematic asset management methodology 
in order to implement appropriate asset management best practices across all areas 
of Council. This includes ensuring that assets are planned, created, operated, 
maintained, renewed and disposed of in accordance with Council’s service delivery 
priorities. 

3.4 Council owns and uses in excess of $163 million of non-current assets to support its 
core business of delivery of service to the community. 

3.5 Asset management practices impact directly on the core business of Council and 
appropriate asset management is required to achieve our strategic service delivery 
objectives. 

3.6 A strategic approach to asset management will ensure that the Council delivers the 
highest appropriate level of service through its assets. This will provide positive 
impact on: 

3.6.1 members of the public and staff; 

3.6.2 Council’s financial position; 

3.6.3 the ability of Council to deliver the expected level of service and 
infrastructure; 

3.6.4 the political environment in which Council operates; and 

3.6.5 the legal liabilities of Council. 

3.7 Council will ensure that adequate provision is made for the long-term replacement of 
major assets by: 

3.7.1 Ensuring that Council’s services and infrastructure are provided in a 
sustainable manner, with the appropriate levels of service to residents, 
visitors and the environment. 

3.7.2 Safeguarding Council assets including physical assets and employees by 
implementing appropriate asset management strategies and plans and 
allocating appropriate financial resources for those assets. 

3.7.3 Creating an environment where all Council employees take an integral part 
in overall management of Council assets by creating and sustaining an asset 
management awareness throughout the Council. 

3.7.4 Meeting legislative requirements for asset management. 
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3.7.5 Ensuring resources and operational capabilities are identified and 
responsibility for asset management is allocated. 

3.7.6 Demonstrating transparent and responsible asset management processes 
that align with demonstrated best practice. 

4 Legislative and Corporate Requirements 

4.1 Local Government Act, 1999 

4.1.1 Section 99(1)(g) - the function of the Chief Executive Officer includes to 
ensure that the assets and resources of the council are properly managed 
and maintained. 

4.1.2 Section 122 - Council must develop and adopt an Infrastructure and Asset 
Management Plan.  

5 Policy Statement  

5.1 A consistent asset management strategy must exist for implementing systematic asset 
management and appropriate asset management best practice throughout all Council 
operations. 

5.2 All relevant legislative requirements together with political, social and economic 
environments are to be taken into account in asset management. 

5.3 Asset management principles will be integrated within existing planning and 
operational processes. 

5.4 An inspection regime will be used as part of asset management to ensure service 
levels are maintained and to identify asset renewal priorities. 

5.5 Asset renewals required to meet service levels and identified in Infrastructure and 
Asset Management Plans and Long Term Financial Plans will be recommended to be 
fully funded in the annual budget development process. 

5.6 Relevant agreed Service Levels adopted and defined in Asset Management Plans will 
be recommended to be fully funded in the annual budget development process. 

5.7 Asset renewal plans will be prioritised and implemented progressively based on the 
level of service required and the effectiveness of the current assets to provide that 
level of service. 

5.8 Systematic and cyclic reviews will be applied to all asset classes and are to ensure 
that the assets are managed, valued and depreciated in accordance with appropriate 
best practice and applicable Australian Standards. 

5.9 Future life cycle costs will be reported and considered in all decisions relating to new 
services and assets and upgrading of existing services and assets. 
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5.10 Any proposals to renew, replace, add, upgrade or remove infrastructure not included 
in endorsed Asset Management Plans will be considered in accordance with the 
prioritisation factors outlined within the Asset Management Plans, with consideration 
given to the ensuing social, economic and environmental impacts. 

6 Review 

6.1 The Policy will be reviewed once per Council term 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: 

Director Infrastructure & Environment 
City of Prospect 
128 Prospect Road 
Prospect SA 5082 

 
Ph 8269 5355 
Email  admin@prospect.sa.gov.au 
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City of Prospect: Fixed Asset Financial Reporting Policy 1 

Reference Number: CR17/61785 

Type: Council Policy 

Responsibility: Director Corporate Services 

Responsible Officer (s): Manager Financial Services 

Initial Adopted Date: Council 29 August, 2000 

Last Review Date: 26 August, 2014 (Section 10) 

Next Review Date: 3 years (October, 2020) 

Legislation: 

Local Government Act, 1999 (SA) 
Local Government (Financial Management) Regulations 2011 
Australian Accounting Standards – No. 116 Property, Plant and 
Equipment 
Australian Accounting Standards – No.13 Fair Value Measurement 
Australian Accounting Standards – No.138 Intangible Assets 
Australian Accounting Standards – No.136 Impairment of Assets 

Related Documents: 

Asset Management Policy 
Sale or Disposal of Assets Policy 
Procurement Policy 
Prudential Review Policy 
Local Government Association (LGA) Financial Sustainability 
Information Paper No.18 – Financial Policies and Procedures 
Local Government Association (LGA) Financial Sustainability 
Information Paper No.6 – Infrastructure and Asset Management. 

 

1 Purpose 

1.1 The Fixed Asset Financial Reporting Policy (the “Policy”) applies to the provisions of 
the Local Government Act 1999 (the Act) Section 124 (Accounting Records to be 
Kept) regarding Council’s Fixed Assets and how financial information pertaining to 
Fixed Asset transactions and reconciliations are undertaken across all Council 
operations. 

1.2 This Policy also underpins how Council’s administration treats various categories of 
transactions recorded on its fixed asset register and fixed asset transactions affecting 
other subsidiary ledgers, subordinate to the General Ledger, culminating in their 
publication in the annual financial statements required under Section 127 (Financial 
Statements) of the Act. 
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2 Definitions 

2.1 For the purpose of this Policy: 

2.1.1 One “period” means the duration of one financial year, not necessarily in line 
with the traditional financial statement reporting period commencing 1st July 
to 30th June the following calendar year. 

2.1.2 “Carrying amount” is the amount at which an asset is recognised after 
deducting any accumulated depreciation and accumulated impairment 
losses. 

2.1.3 “Cost” is the amount of cash or cash equivalents paid or the fair value of the 
other consideration given to acquire an asset. 

2.1.4 “Council” means the City of Prospect. 

2.1.5 “Depreciable amount” is the cost of an asset, or other amount substituted 
for cost, less its residual value. 

2.1.6 “Depreciation” is the systematic allocation of the depreciable amount of an 
asset over its useful life. 

2.1.7 “Fixed Asset” means property, plant or equipment Council employs to derive 
benefit for the Prospect community. 

2.1.8 An “impairment loss” is the amount by which the carrying amount of an 
asset exceeds its recoverable amount. 

2.1.9 “Legislation” means all relevant State and Commonwealth legislation and 
Council By-Laws. 

2.1.10 “Recoverable amount” is the higher of an asset’s fair value less costs to sell 
and its value in use. 

2.1.11 “Residual value” of an asset is the estimated amount that an entity would 
currently obtain from disposal of the asset, after deducting the estimated 
costs of disposal. 

2.2 The Australian Accounting Standards Board defines property, plant and equipment in 
AASB 116 Property, Plant and Equipment as items held by an organisation that are; 

2.2.1 held for use in the production or supply of goods or services, for rental to 
others, or for administrative purposes; and 

2.2.2 expected to be used during more than one period.AASB 116 also defines a 
not-for-profit entity, specifically applicable to Council and its operations as; 

2.2.3 an entity whose principal objective is not the generation of profit. A not-for-
profit entity can be a single entity or a group of entities comprising the 
parent and each of the entities that it controls. 
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2.2.4 examples of Property, Plant and Equipment that may be held by not-for-
profit public sector entities include but are not limited to infrastructure, 
cultural, community and heritage assets. 

2.3 Property, plant and equipment can also be characterised as fixed assets. 

2.4 A fixed asset can also be described as an operating unit whose components perform a 
specific function as a cohesive whole to provide services on a continuing basis. 

3 Scope 

3.1 This Policy applies to the provisions of the Local Government Act 1999 (the Act) 
Section 124 (Accounting Records to be Kept) regarding Council’s Fixed Assets and 
how financial information pertaining to Fixed Asset transactions and reconciliations 
are undertaken across all Council operations.. 

4 Legislative and Corporate Requirements 

4.1 This Policy forms part of the Internal Financial Control Framework as a direct 
consequence of the provisions of Section 125 (Internal Control Policies) of the Act for 
South Australia. 

4.2 This Policy forms part of the Internal Financial Control Framework as a direct 
consequence of the provisions of Section 125 (Internal Control Policies) of the Act for 
South Australia. 

4.3 Section 127 (Financial Statements) of the Act prescribes a Council to produce annual 
financial statements in accordance with standards required by the regulations. 

4.4 In addition, Section 129 (Conduct of Audit) of the Act requires an external auditor to 
form an opinion as to whether there is sufficient evidence providing reasonable 
assurance that the financial transactions of the council have been conducted properly 
and in accordance with law. 

4.5 This has been further elaborated upon within Local Government (Financial 
Management) Regulations 2011 (the Regulations) at Part 3 – Accounting Principles, 
Part 4 – Financial Statements and Part 6 – Audit clause 19(b). 

4.6 Part 3 of the Regulations prescribes the standards adopted are the Australian 
Accounting Standards overseen by the national peak body for accounting policies and 
principles, the Australian Accounting Standards Board. 

4.7 Part 4 of the Regulation prescribes the statements are compiled according to the 
Model Financial Statements, according to those published by the Local Government 
Association (LGA) website www.lga.sa.gov.au on an annual basis for administrative 
adoption. 

4.8 In addition, the LGA has published revised Financial Sustainability Information Papers 
(FSIP) as part of its ongoing Financial Sustainability Program (FSP) with the aim of 
harmonising high-level policy positions for council administration adoption and use. 

4.9 The Information Papers are not statutory measures however they are considered best 
practice for council administrations to commit to. 
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5 Policy Statement 

5.1 Recognition and Threshold  

5.1.1 An item of property, plant and equipment that qualifies for recognition as an 
asset shall be measured at its cost. 

5.1.2 In respect of not-for-profit entities, where an asset is acquired at no cost, or 
for a nominal cost, the cost is its fair value as at the date of acquisition.  

5.1.3 AASB 116 provides for a specific example relating to Local Government 
entities where an asset may be gifted to Council at no or nominal 
measurable cost. When this occurs, Council’s administration is obliged to 
recognise the asset at fair value. 

5.1.4 AASB 13 Fair Value Measurement defines fair value as; 

(1) the price that would be received to sell an asset or paid to transfer a 
liability in an orderly transaction between market participants at the 
measurement date. 

5.1.5 Accordingly, any valuation change that takes place at the time of Council 
acquisition of the asset will be recognised as a revenue or expenditure item 
and not required to trigger an event requiring the Asset Revaluation 
Reserve. 

5.1.6 However, any revaluations that take place in subsequent reporting periods 
will trigger an Asset Revaluation Reserve event. 

5.1.7 Asset capitalisation threshold values applying to individual classes of assets 
will be guided by the characteristics of those classes. The LGA Model 
Financial Statements provide guidance in how these classes are determined. 

5.1.8 For an asset to be capitalised its value must breach a cost or fair value 
threshold. 

5.1.9 This principle applies to the total value of all individual parts that form a 
cohesive asset recognised for reporting purposes. 

5.1.10 For instance an asset may consist of numerous individual parts, such as can 
be found in a piece of equipment, which in isolation may not meet the 
recognition threshold. In line with AASB 116, this individual component in 
and of itself may not meet the definition criteria as being able to derive 
future economic benefit to Council in isolation. 

5.1.11 However, if it can be categorised at an aggregated (Group) level as a 
component of a cohesive asset meeting the definition of Property, Plant and 
Equipment, then the individual component shall be capitalised as part of the 
aggregated value of the asset. 
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5.2 Cost Elements  

5.2.1 AASB 116 provides guidance on costs that form part of the capitalisation 
base for an asset. Council shall include these elements when considering 
capitalising an asset; 

(1) The purchase price including duties and non-refundable taxes; 

(2) Costs associated with translocating and improving the condition of the 
asset to perform the desired task Council requires of it; 

(3) Dismantling and removal cost estimates associated with rehabilitating 
a site for which the asset has been located, where the purpose of the 
asset is not producing inventories for that period. 

5.2.2 Examples of attributable costs are site preparation, delivery and handling 
costs, installation and assembly costs, testing and trial costs (deducting any 
proceeds received from the sale of those tests or trials) and professional 
fees such as consulting and contractor costs.  

5.2.3 Conversely, Council shall not capitalise costs incurred when opening a new 
facility or introducing a new product or service including promotional costs, 
costs of implementing and offering a new product or service, administrations 
and general overhead costs. 

5.2.4 In addition, Council will not capitalise costs incurred in the ongoing use of an 
asset, even if the asset has been redeployed, or directed towards increasing 
the facility or capability of the asset to full service or production. 

5.2.5 Incidental costs incurred or revenue realised as a result of preparing an 
asset for its intended use will not be capitalised. An example of an incidental 
event is the use of land for car-parking before construction commences on a 
new facility. 

5.3 Cost Measurement 

5.3.1 For the purposes of recording the value of an asset, Council shall use the 
cash price of the asset at the date of recognition for capitalisation purposes 
in establishing a carrying amount for the asset to record in its fixed assets 
register. 

5.3.2 If the asset has been acquired by Council in exchange for a material asset 
other than cash, the cost of the asset acquired shall be recognised at its fair 
value, if the exchange transaction cannot be commercially substantiated or 
the value of neither asset can be reliably gained. 

5.3.3 Provisions in AASB 116 allow for fair value of the asset acquired in a non-
cash transaction as the carrying amount of Council’s asset given up, or the 
originating asset relinquished. 
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5.3.4 If Council cannot establish substantial commerciality to an exchange 
transaction, fair value for the asset received may be calculated as the 
difference between the cash flows derived from the asset received in the 
future, as opposed to the corresponding cash flows of the asset 
relinquished. 

5.4 Measurement after Recognition 

5.4.1 AASB 116 allows Council the choice of two (2) recognition models in 
recognising an asset for carrying purposes; 

(1) Cost Model – Council may choose to measure an asset at cost less any 
accumulated depreciation and impairment losses. 

(2) Revaluation Model – Council may choose to measure an asset at fair 
value based on a revalued amount less accumulated depreciation and 
impairment losses. If Council chooses this method revaluations must 
be completed regularly to represent the current fair value of the asset 
in Council’s accounts. 

5.4.2 The Local Government (Financial Management) Regulations 2011 
(Regulation 12) states that a revaluation of all material non-current assets in 
accordance with AASB 116. Given the significant carrying value of land and 
property assets held by Council and the volatility of market influences on 
these assets, Council will unless otherwise stated; 

(1) Use the Revaluation Model for recognising and measuring its assets. 

(2) Perform revaluations on those assets with sufficient regularity to 
ensure that the carrying amount does not differ materially from that 
which would be determined using fair value at the end of the reporting 
period. 

5.4.3 Plant and equipment assets will be recognised using the Cost Model, as 
these assets in contrast to land and buildings, generally are lower in 
materiality, have shorter useful lives, and more active secondary markets 
making cost a reasonable proxy for fair value. 

5.4.4 Council will perform revaluations on assets designated in a particular class or 
group maintained in its fixed assets register or subsidiary ledger. 
Revaluations will not be undertaken on an individual asset by asset basis. 

5.4.5 Asset classes at the highest level shall be reflected in the fixed assets 
register; 

(1) Land and Land Improvements 

(2) Buildings and Structures 

(3) Infrastructure – Stormwater Drainage 

(4) Infrastructure – Roads 

(5) Infrastructure – Footpaths 
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(6) Plant & Equipment 

(7) Furniture & Fittings 

(8) Library Books 

(9) Other Assets 

5.4.6 Council shall record revaluation movements at a minimum asset class level. 

5.4.7 Resultant asset class revaluations will activate and be recorded against 
Council’s Asset Revaluation Reserve thereby updating previous revaluation 
results accumulated in the Reserve. 

5.4.8 A corresponding income or expense transaction for the revaluation 
undertaken in the current financial period will be recorded in the Statement 
of Comprehensive Income. 

5.5 Highest and Best Use 

5.5.1 AASB 13 allows consideration for a particular valuation method termed 
“highest and best use”, if the measurement for an asset cannot be gained 
via market based method or by cost estimation. 

5.5.2 The definition of highest and best use as prescribed by AASB 13 is; 

(1) A fair value measurement of a non-financial asset takes into account a 
market participant’s ability to generate economic benefits by using the 
asset in its highest and best use or by selling it to another market 
participant that would use the asset in its highest and best use. 

5.5.3 This determination provides Council with the option of hypothesising an 
alternative use for an asset that may be otherwise employed to undertake a 
community service oriented task by another market participant or user. 

5.5.4 In performing this analysis AASB 13 prescribes Council must consider the 
following alternative use factors that vary for assets under consideration; 

(1) Physically possible to use alternatively; 

(2) Legally permissible to consider using alternatively; 

(3) Financially feasible to undertake a transaction leading to using it 
alternatively; 

(4) Maximises the economic benefit accruing to an alternative user. 

5.5.5 In performing this analysis if Council concedes that any of these factors is 
not possible then the “highest and best use” method for valuing assets must 
not be considered. 

5.5.6 However, if all factors can be practically hypothesised and affirmed, then the 
highest and best use method for valuing the particular asset may be 
considered the optimal method for valuing that asset. 
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5.6 Depreciation 

5.6.1 Council shall recognise an asset’s useful life in its current state by applying 
depreciation to the asset. 

5.6.2 The depreciation charge for each period shall be recognised in the 
Statement of Comprehensive Income unless it is included in the carrying 
amount of another asset. The depreciable amount of an asset shall be 
allocated on a systematic basis over its useful life. 

5.6.3 AASB 116 allows for classes of assets to be depreciated over differing useful 
life timeframes, dependent on the estimated time an asset will offer future 
economic benefit before being replaced or decommissioned. 

5.6.4 Where an individual asset is made up of multiple components with differing 
useful lives, each component with its individual useful life will be recognised 
to ensure accuracy of depreciation and asset valuation. 

5.6.5 The useful life timeframes for asset classes specific to Council can be 
compared to Local Government Association peer-based research findings 
and considered appropriate for comparison to Councils preferred useful life 
timeframes. 

5.6.6 In determining the useful life of an asset Council must consider the 
following; 

(1) the asset’s expected capacity or physical output; 

(2) expected maintenance required to maintain its anticipated state to 
perform the outputs of its intended use; 

(3) technical or commercial obsolescence (if appropriate to Council 
operations) and; 

(4) legal or statutory limitations to its use in the future. 

5.7 Depreciation Method 

5.7.1 Council will depreciate its depreciable assets under the straight-line method, 
unless another recognised method is deemed more appropriate. 

5.7.2 In straight line depreciation the cost of the asset is apportioned equally over 
its life. Therefore the rate of depreciation will be expressed as a function of 
the assets useful life. 

5.7.3 The Manager Financial Services is required to approve the method deemed 
more appropriate than the straight-line method, before actioning this in the 
fixed assets register. 

5.7.4 The Manager Financial Services will also be responsible for disclosing the 
method for that particular asset in the financial statements completed for 
that period immediately after this decision has been undertaken, as required 
under AASB 108 Accounting Policies, Changes in Accounting Estimates and 
Errors. 
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5.8 Intangible Assets 

5.8.1 Whilst it is unlikely Council will undertake operations that will see it required 
to recognise intangible assets, this Policy acknowledges the AASB 138 
Intangible Assets Standard as the reference for guiding Council and its 
administration if it is required to recognise and measure an intangible asset. 

5.8.2 For definitive purposes, AASB 138 defines an intangible asset as an 
identifiable non-monetary asset without physical substance. This broad 
interpretation can be applied to operational items assets such as; 

(1) scientific or technical knowledge, 

(2) design and implementation of new processes or systems, 

(3) licences, intellectual property, market knowledge and trademarks 
(including brand names and publishing titles). 

5.8.3 Whilst licenses and permits are offered by Council for the provision of 
certain services, it is highly likely that these licenses will not be considered 
intangible assets given that the vast majority of costs to generate them are 
internal administrative overheads. 

5.8.4 According to AASB 138 any administrative costs incurred, forming part of the 
day-to-day running of the operations, that are attributable to the 
maintenance of what could be otherwise deemed an intangible asset are 
expenses in nature. 

5.8.5 As such Council will not recognise any licenses or permits as intangible 
assets and therefore in turn will not capitalise administrative overheads for 
the purposes of recognising licenses and permits as intangible assets. 

5.9 Impairment of Assets 

5.9.1 In accordance with AASB 136 Impairment of Assets, Council will assess if an 
asset has been impaired at least annually. 

5.9.2 Council will recognise an impairment event in its financial accounts 
whenever the recoverable amount of the asset is less than the carrying 
amount. 

5.9.3 The recoverable amount of an asset is essentially the fair value of the asset, 
whilst the carrying amount of the assets (original recognition of the asset 
less accumulated depreciation and impairment losses). 

5.9.4 Therefore if an asset’s net book value is less than its fair value, then an 
adjustment for the difference between those values will be expensed to the 
Statement of Comprehensive Income and accumulated against the value of 
the asset. 

5.9.5 This may occur to assets where an abnormal event detrimentally affects the 
fair value of the asset from one financial period to another. For example if a 
storm event damages Council buildings and infrastructure. 
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6 Review 

6.1 The Policy will be reviewed once per Council term 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: 

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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Reference Number: CR17/61786 

Type: Council Policy 

Responsibility: Director Corporate Services 

Responsible Officer (s): Manager Financial Services 

Initial Adopted Date: Council 29 August, 2000 

Last Review Date: 26 August, 2014 Sections 10.7 and 10.13 

Next Review Date: 3 years (October, 2020) 

Legislation: Local Government Act, 1999 (SA) 
Independent Commissioner Against Corruption Act, 2012 

Related Documents: 

Asset Management Policy 
Fixed Assets Financial Reporting Policy 
Procurement Policy 
Code of Conduct for Council Employees 
Code of Conduct for Council Members 

 

1 Purpose 

1.1 The Sale or Disposal of Assets Policy (the “Policy”) provides a framework relating to 
the sale or disposal of land and other assets and outlines Council’s approach in 
preparing an asset for sale or disposal, in accordance with Section 49(1)(d) of the 
Local Government Act 1999. 

2 Definitions 

2.1 For the purpose of this Policy: 

2.1.1 “Direct Approach” is a procurement process undertaken by directly 
approaching and negotiating with one or more suppliers, without testing the 
market. 

2.1.2 “Employee” means a person employed by the City of Prospect. 

2.1.3 “Open Tender” means a tender is advertised to the entire market via an 
open invitation process e.g. SA Tenders website accompanied by an 
advertisement. 

2.1.4 “Public Auction” A formal real estate transaction where an asset is held for 
sale to the market and sold to the highest bidder. 

2.1.5 “Select Tender” involves the selection of suppliers that will be invited to 
tender. Selection may be from a multi-use list, a list of potential suppliers 
that have previously responded to an expression of interest or a list of 
potential suppliers that have been granted a specific licence or comply with 
a legal requirement. Sometimes referred to as limited tendering. 
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2.1.6 “Trade-in” involves including an asset owned by Council in the purchase of 
another asset, usually of similar characteristics, in order to achieve an 
efficient asset change-over transaction. 

3 Scope 

3.1 This Policy applies to all Council employees when undertaking the sale or disposal of 
Council assets. 

3.2 This Policy has been developed to ensure Council employees and Elected Members 
are aware of specific provisions in the Independent Commissioner Against Corruption 
Act 2012 (ICAC Act), and the provisions in relation to the sale or disposal of Council 
assets as identified by the ICAC Act. 

4 Legislative and Corporate Requirements 

4.1 This Policy has been developed in accordance with Section 49 of the Local 
Government Act, 1999. 

4.2 Specifically, Section 49(1)(d), requires Council to develop and maintain a Policy 
regarding the sale or disposal of land or other assets. 

4.3 This Policy underpins and supports the Procurement Policy. As such, the procurement 
principles outlined in that Policy should be observed at all times throughout the stage 
or procuring services with the aim of selling or disposing of Council asset. 

5 Policy Statement 

5.1 Reasons for disposal of asset 

5.1.1 Obsolescence; 

5.1.2 Non-compliance with work health and safety standards; 

5.1.3 No use expected in the foreseeable future; 

5.1.4 Optimum time to maximise return; 

5.1.5 Discovery of hazardous substances or materials present in the asset; or 

5.1.6 Uneconomical to repair. 

5.2 Sale or Disposal Principles 

Prior to commencing any process to dispose of land assets, Council will ensure that, 
where necessary, the process for revocation of the classification as community land in 
accordance with Section 194 and 201 of the Local Government Act 1999 has been 
concluded. 

5.2.1 For the sale and disposal of land and other assets valued in excess of 
Council’s capitalisation thresholds, the following key principles apply: 
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(1) Consistency with and relevance to Council’s Corporate and Strategic 
Plans; 

(2) Transparency and accountability in sale and disposal procedures and 
practices, ensuring that Council obtains the best possible price in the 
circumstances surrounding the sale, and that all potential purchasers 
are given equal opportunity to purchase the land or assets; 

(3) Opportunities to enhance local economic development and growth; 

(4) Compliance with statutory and other obligations; 

(5) Commercial confidentiality within legislative constraints; and 

(6) Other relevant factors deemed appropriate by Council. 

5.2.2 Council may utilise one or more of the following methods to sell or dispose 
of land and other assets: 

(1) Trade-in; 

(2) Public auction; 

(3) Select tender; 

(4) Open tender; or 

(5) Direct approach to potential purchasers. 

5.2.3 Council will evaluate the most appropriate method for the sale or disposal of 
land or other assets that includes: 

(1) Approaching the market for the sale of any parcel of land unless there 
is a Council resolution to the contrary (i.e. land encroachment); and 

(2) Council approaching the market using a formal tender process for the 
sale of land or other assets where the value exceeds $100,000. 

5.2.4 As far as possible, surplus assets or materials should be disposed of in a way 
that maximises returns whilst maximising open, transparent and effective 
competition. 

5.2.5 Prior to disposal, a reasonable effort is to be made to ensure no other 
Council Department has a need for the asset. Items of historical or cultural 
significance should be given special regard and any dangerous goods 
disposed of only in an authorised and safe manner. 

5.2.6 Council may, at its discretion, determine not to call for tenders in respect of 
a particular sale or disposal where it is deemed it is in the best commercial 
interests of the Council and its ratepayers. 

5.2.7 Council will however record the reasons for utilising an alternative disposal 
method. 
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5.2.8 The sale or disposal of assets valued below Councils capitalisation thresholds 
will be disposed at the discretion of the Chief Executive Officer or relevant 
Director, by whichever method is likely to bring about the most favourable 
return to Council. 

5.2.9 The Officer responsible for the disposal of any Council asset and the relevant 
Director must ensure that no conflict of interest occurs in or as a result of 
the asset disposal process. 

5.3 Unsolicited Proposals to Council for the sale or disposal land or other 
assets. 

5.3.1 In the event that an unsolicited proposal for the purchase of an asset is 
received; it should be directed to the relevant Director in the first instance. 
The proposal should then follow the sale and disposal principles in section 
5.2 of this policy. 

5.4 Sale to Employee/Elected Members 

5.4.1 Sale of assets to employees / Elected Members is not to occur outside of a 
public process. 

5.4.2 The Independent Commission Against Corruption (ICAC) also recommends 
that invitations to bid for the purchase of any surplus Council assets should 
not be limited to employee or to elected members. Members of the public 
must also be allowed to compete for the purchase. 

6 Review 

6.1 The Policy will be reviewed once per Council term 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: 

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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Item: 6.9 Periodic Review of Key Financial Indicators  

AGENDA ITEM NO.: 6.9 ON AGENDA  
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Chris Birch, Manager Financial Services 
 
SUBJECT: Periodic Review of Key Financial Indicators 
 
 

1. EXECUTIVE SUMMARY 

Preparation for the annual revision of the Long Term Financial Plan (LTFP) and Annual 
Budget 2018-2019 has now commenced. As a first step in this process, Council should 
revisit its Key Financial Indicators (KFI’s) and set targets. 

The calculation method, suggested targets and explanations have been provided by 
the Local Government Association (LGA) via Financial Sustainability Information Paper 
9. 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 KFI’s are a mandatory reporting requirement of the Model Financial 
Statements used in Council’s Financial Reporting.  

No changes are proposed from the KFI targets adopted by Council in January 2017 and 
used for the LTFP in 2017. 

2. RECOMMENDATION 

(1) That Audit Committee having considered Item 6.9, Key Performance 
Financial Indicators, recommends for Council’s adoption in preparation 
of the Long Term Financial Plan and 2017-2018 Budget deliberations 
Key Financial Indicator target ranges of: 
 

• Operating Surplus Ratio for an individual year (1%) - 5%; 
 

• Operating Surplus Ratio for a 10 year average period 1% - 3%; 
 

• Net Financial Liabilities Ratio for an individual year 10% - 90%; 
 

• Net Financial Liabilities Ratio for a 10 year average period 10% - 
60%; and 

 
• Asset Sustainability Ratio 100% - 120%.  
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3. RELEVANCE TO CORE STRATEGIES / POLICY 

• Local Government (Financial Management) Regulations 2011, Regulation 5 

• LGA Financial Sustainability Information Paper 9 (Financial Indicators) 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management The LTFP is a key strategic 
document which gives the reader 
an indication to the long term 
financial direction and health of 
Council. The use of Financial 
Targets provides guidance 
around tolerances within the 
decision making process.   

  

 

Intelligent Community Indicators 

 6. Advocacy Engaging leaders and citizens, 
businesses and institutions, in 
identifying opportunities to 
champion positive change. 

Use of Financial Indicator 
targets provides a long term 
health and subsequently 
support of the financial health 
of the Intelligent Community 
Indicators   

4. REGIONAL IMPACT 

This report does not have a direct regional impact.  

5. COMMUNITY INVOLVEMENT 

There has not been any community consultation on this report.  

6. DISCUSSION  

Preparation for the annual revision of the LTFP and Annual Budget 2018-2019 has now 
commenced. As a first step in this process, Council should revisit its Key Financial 
Indicators (KFI’s) and set targets. 

The calculation method, suggested targets and explanations have been provided by 
the Local Government Association (LGA) via Financial Sustainability Information Paper 
9.  
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This document was reviewed by the LGA and the SA Local Government Financial 
Management 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 KFI’s are a mandatory reporting requirement of the Model Financial 
Statements used in Council’s Financial Reporting. 

Council’s current KFI’s were reported in its Annual Business Plan 2017-2018. The 
existing targets were used in reporting the LTFP, also included in the Annual Business 
Plan 2017-2018.  

The extract below from the Annual Business Plan 2017-2018 (page 38) highlights in 
pink, indicators that are outside Council’s current target ranges; 

 

6.1 Community Hub, Library and Innovation Centre (CLIC) 

Since adoption on 27 June 2017, Council has continued to progress the CLIC project. 
This has resulted in multiple LTFP updates provided to Council to assist in the decision 
making process. The latest version was presented within a funding report to Council at 
a Special Meeting on 14 November 2017. Although Council did not endorse the drafted 
LTFP, it was used in the funding of the latest CLIC costings and preparation of the 
associated prudential review. Target ranges have not been amended since their 
adoption in January 2017, with the revised dashboard presenting as follows; 

 

Following updated estimate costing of the CLIC project, Council made the following 
amendments to its LTFP in order to achieve the above dashboard: 

• Increase of Asset Sale Income of $0.5m (from $6.1m to $6.6m); 
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• Inclusion of Commercial Lease Income of $120k per annum from 2020-2021 
(based on the lower end of estimates provided by Knight Frank of $315-
$325/m² pa); 

• Inclusion of Recurrent Operational Savings identified in the 2017-2018 first 
budget review $170k, effective from 2017-2018 and beyond, which would be 
additional to the operational savings previously identified by SGS (of 
$160,000p.a.) through their economic and social analysis. 

• Borrowing an additional $2.25m (increased from $8.66m to $10.91m); 

• Annual loan repayments of $207k for a period of 15 years would be funded by 
a one-off additional increase of the Rates Income in 2018-2019 by 0.9% up 
from 2.75% plus Growth to 3.65% plus Growth. 

• Projected Rates increases would remain at 2.75% plus Growth for 2019-2020 
and beyond. 

With the inclusion of the above items, Council continues to achieve all of its 10 year 
(long term) key financial targets. In addition, it will achieve its individual year targets 
with the exception of the Operating Surplus Ratio in 2019-2020.  This individual year is 
below the target range due to the introduction of depreciation and interest costs from 
the construction. 

6.2 Key Financial Indicator Target Ranges 

Council has had in place Key Financial Indicator targets for a number of years. These 
were last amended in 2017 when Council introduced the mixed use of individual year 
targets with long term (10 year) targets. 

Key Financial Indicator targets should ensure the long term financial sustainability of 
Council and not insight rate increase spikes in order to do so. This has been greatly 
assisted by the mixed timescale targets and demonstrated how Council has absorb 
small variances over the longer term.  

6.3 Operating Surplus Ratio 

The operating surplus ratio is designed to demonstrate Council’s control of its total 
revenue source and how it varies from its operating expenses. 

Council has historically sought an operating surplus of $250,000-$650,000. This surplus 
equates to a ratio of 1% - 3%. 

During recent years, Council has had deficit budgets due to the contribution of PLEC. 
Deficit budgets are reported as a negative operating surplus ratio.  

The LGA Financial Sustainability Information Paper 9 recommends a target range of 
0% - 10%. 

Following the Audit Committee’s recommendation at their meeting 12 January 2017, 
and Council’s subsequent endorsement at their meeting 24 January 2017, Council’s 
current operating surplus ratio target ranges are: 

• 1% - 3% over a 10 year period; and 
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• -1% - 5% within a single year. 

It is proposed that Council retain its current operating surplus ratio target ranges. 

6.4 Net Financial Liabilities Ratio 

The net financial liabilities ratio demonstrates Council’s net debt as a percentage of its 
operating revenue. 

Councils net financial liabilities have been reducing in recent years with Council 
repaying existing debt. Councils LTFP currently forecasts a number of new borrowings 
in order to fund the CLIC project and complete the undergrounding of power lines 
along Prospect Road.  

The LGA Financial Sustainability Information Paper 9, recommends a target range of 
0% - 100%. 

Following the Audit Committee’s recommendation at their meeting 12 January 2017, 
and Council’s subsequent endorsement at their meeting 24 January 2017, Council’s 
current net financial liabilities ratio target ranges are: 

• 10% - 60% over a 10 year period; and 

• 10% - 90% within a single year. 

It is proposed that Council retain its current net financial liabilities ratio target ranges. 

6.5 Asset Sustainability Ratio 

The asset sustainability ratio demonstrates Council’s investment into the replacement 
and renewal of its existing Asset Stock. 

The ratio measures Council’s actual spend against the 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. 

Council’s required spend has not been updated following the recent conditional 
assessment process undertaken during the latest round of asset revaluations. Most 
importantly, the unit rate for the valuation of footpaths was updated in order to include 
the removal and disposal cost of the old asset. This updated costing now needs to be 
updated in the IAMP documents in order to represent the required spend. Work is 
currently underway to complete this with a presentation to a Council workshop by 
Tonkins Consulting on 30 October 2017. The budget timeline anticipated this revised 
IAMP to be endorsed by Council at the December Council meeting, however this is 
likely to be delayed.  

As maintained through all CLIC modelling, the proposed cost of the construction has 
been included as a ‘renewal’ project, given it is replacing current assets.  
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As the design plans are being finalised, the portion of upgrade component of the new 
building will be better defined.  

An adjustment will need to be made and will most likely reduce the Asset Sustainability 
Ratio, affecting the 2017-2018 and 2018-2019 years of the LTFP. These years are 
currently reporting an Asset Sustainability Ratio of 232% and 369% respectively in the 
LTFP.  

Mixed timeline ratio targets are not required for the Asset Sustainability Ratio as it 
measures the required spend from the IAMP for a single year and not a longer term 
average. As a result, a one to one measurement is maintained.  

It is proposed that Council retain its current Asset Sustainability Target range of 100% 
– 120%. 

Financial and Resource Implications 

The establishment of key financial indicator targets are measures used to assess the 
performance of the LTFP and do not require any additional finances or resources in 
their development. Instead, they are used to measure the impact of resource and 
financial impact considerations in other decision making processes.  

7. CONCLUDING STATEMENTS 

Overall, the current LTFP indicates the financial sustainability of Councils operations in 
its draft LTFP. The current target ranges and introduction of the mixed timeline targets 
have greatly assisted Council in its decision making processes towards the CLIC 
project. 

It is not proposed that Council consider any amendments to the target ranges in 
drafting the LTFP of Budget in 2018.   

 

ATTACHMENTS 

Nil 
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Item: 6.10 Audit Committee Outstanding Resolutions  

AGENDA ITEM NO.: 6.10 ON AGENDA 
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Ginny Moon, Director Corporate Services 
 
SUBJECT:  Audit Committee Outstanding Resolutions 
 
 

1. EXECUTIVE SUMMARY 

The Audit Committee Outstanding Resolutions are provided for noting. 

2. RECOMMENDATION 

(1) That the Audit Committee notes the Audit Committee Outstanding 
Resolutions Report and associated scheduled action items for the 
period ending 30 November 2017. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management The LTFP is a key strategic 
document which gives the reader 
an indication to the long term 
financial direction and health of 
Council. The use of Financial 
Targets provides guidance 
around tolerances within the 
decision making process.   

  

 

Strategy 4.4 

Accountable and 
people-focused 
services 

Evaluating a process or set of activities and providing a transparent 
platform of continuous improvement; instils integrity and raises 
confidence in the provision of services to the community. Council 
strategy 4.4 accountable and people-focused services, seeks 
visibility and improved systems, the governance audit supports the 
delivery of these outcomes. The Audit Committee is responsible for 
the calling of internal audits and monitoring improvement progress. 
The establishment of good governance principles ensures Council 
meets its legislative compliance as outlined within Council’s 
Corporate Governance Framework. 
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Intelligent Community Indicators 

There are no direct links to the indicators. 

4. REGIONAL IMPACT 

The Audit Committee has an internal focus and will therefore have no impact on our 
region. 

5. COMMUNITY INVOLVEMENT 

No community engagement was undertaken in the preparation of this report, although 
the Audit Committee provides an important independent role between Council and our 
community. 

6. DISCUSSION  

The following table contains Audit Committee Outstanding Resolutions and a tentative 
date for actioning. 

 

Audit Committee Minutes (Outstanding Resolutions) 
AC Meeting Resolution  Status Comments 
03/12/2012 Item 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 
Jan 2017 – Dec 2018  
& Resolution  22/08/16 
Item 10.3 
#OpSrv9 
 

 
 
 
Noted 
 
 
 
 
Rescheduled to Oct 18 

17/08/2015 Item 10.5 Risk Assessment Report 
 
(5) Council adopts the 2 Year Audit Plan 

and provide appropriate resources in 
each budget cycle for the audits. 

 

2 Year Audit Plan 
included in AC Work 
Program Sep 2015 – Oct 
2016 & AC Work 
Program Jan 2017 – Dec 
2018 # G.CG4 
 
 
IA Report - Assurance 
Mapping #G.CG2 
 
 
 
IA Report - Procurement 
& Contract Management 
Processes (June 2015) 
#OpSrv2 & #OpSrv3 
 
 
 

 
 
 
 
 
 
 
 
Presented To Aug & Sep 
AC 2015 
Completed 
 
 
Presented to Dec 2015 
Completed 
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Audit Committee Minutes (Outstanding Resolutions) 
AC Meeting Resolution  Status Comments 

IA Report - Business 
Planning and Budget 
Process (Mar 2015/16) 
#F.RPT2 
 
 
IA Report - Asset 
Management Plan and 
Long Term Financial 
Plan (Oct 2015/16) 
#F.SUS1 
 
 
IA Report - 
Communications (June 
2016 - 2015/16 2017) 
#OpSrv9 
 
 
IA Report - 
Infringements (Aug 
2016/17) 
#OpSrv8 
 
 
IA Report - Payroll (Oct 
2016/17) 
#F.PAY1 
 
 
IA Report - Strategic 
Planning Alignment  
#S.SP1 
 

Scheduled for Aug 2016 
Completed 
 
 
 
 
Presented To May 2016 
Completed 
 
 
 
 
 
Audit Rescheduled to 
Oct 2018 
 
 
 
 
Presented to Dec 16 
Completed 
 
 
 
 
Audit Rescheduled for 
Mar 2018 
 
 
 
Audit Rescheduled to 
Aug  
2018 
 

22/08/2016 Item 10.2 Human Resource 
Management Roadmap Update 
 
(1) The progress of the Human 

Resource Management System be 
noted. 

 
(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 
Jan 2017 – Dec 2018  
#HR2 

 
 
 
Noted 
 
 
 
Rescheduled to March 
2018 
 

19/12/2016 Item 11.7 Rating Audit Health Check – 
Annual Review 
 
(1) That the Audit Committee having 

considered Item 11.7 Rating Audit 
Health Check – Annual Review (as 
presented in Attachments 1 – 13) 
receive and note the report. 

 
 

 
 
 
Refer AC Work Program 
Jan 2017 – Dec 2018  
# OpSrv10 

 
 
 
Noted 
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(2) That the Audit Committee   receives 
the next annual review in December 
2017. 

 

Scheduled for March 
2018 
To Close-Out Action 
Items 

20/03/2017 Item 11.2 Internal Audit Report – 
Infringements – Progress Update 

 
(1) That the Audit Committee having 

considered Item 11.2 Internal Audit 
Report – Infringements – Progress 
Update receives and notes the 
report. 
 

(2) That the Audit Committee 
recommend Council receive a report 
on the Enforcement Policy and 
associated procedures by December 
2017. 

 

 
 
 
 
 
 
 
 
 
Refer AC Work Program 
Jan 2017 – Dec 2018  
# OpSrv8 

 
 
 
  
Noted 
 
 
 
 
Rescheduled from Dec 
2017 to May 2018 
 to coincide with 
resolution per AC 
Agenda Item 11.2 
16/10/2017 
 
“The Audit Committee 
receive an update on 
process improvements on 
the recovery of the past 
three (3) years outstanding 
expiation income by the May 
2018 Audit Committee 
Meeting.” 

 
20/03/2017 Item 11.4 Information Technology 

Strategy Plan Update 

(1) That the Audit Committee having 
considered Item 11.4 Information 
Technology Strategy Plan Update 
receives and notes the report. 

(2) That the Audit Committee 
recommends Council consider the 
development of an Information 
Technology Strategy around the link 
between the Information Technology 
Strategy Plan, Councils 2016-2020 
Strategic Plan, Councils Digital 
Economy Strategy and its 
participation in the Intelligent 
Communities Forum Framework. 

(3) That the Audit Committee 
recommends a report is presented to 
Council on a revised Information 
Technology Strategy incorporating 
the results of recommendation 2 
above, including a regular review 
process with a draft Strategy to 
inform the 2017-2018 budget 
deliberations. 

 
 
 
 

 
 
 
 
 
 
 
Refer AC Work Program 
Jan 2017 – Dec 2018  
#G.IT2 
 
 
 
 
 
 
 
 
Refer AC Work Program 
Jan 2017 – Dec 2018  
#G.IT2 
 

 
 
Noted 
 
 
 
 
Rescheduled from Dec 
2017 to May 2018 
 
 
 
 
 
 
 
 
 
Rescheduled from Dec 
2017 to May 2018 
 
No significant spend 
earmarked for  IT in 
2017/2018,   
pending the completion 
of 11.4(2) above 
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13/06/2017 Item 12.1 Interim Audit 2016–2017 
 

(1) The Audit Committee having 
considered Item 12.1 Interim Audit 
Report 2016-2017, receives and 
note both the letter and 
management responses. 

 
(2) Progress reports addressing 

improvements against the Interim 
Audit findings be presented to 
Audit Committee at the meeting of 
December 2017. 

 

 
 
 
 
 
 
 
 
 
Work Program Jan 2017 
– Dec 2018  
# F.CTRL1 

 
 
Noted  
 
 
 
 
 
 
Scheduled from Dec to 
Mar 2018 
 

13/06/2017 Item 12.2 Procurement Policy Review 
 
(1) That the Audit Committee having 

considered Item 12.2 – Procurement 
Policy requests that their comments 
be noted and incorporated into an 
updated Draft Procurement Policy to 
be presented at the next Audit 
Committee meeting. 

 
(2) That the Procurement Procedures 

Manual be presented to the 
December 2017 Audit Committee 
Meeting. 

 

 
 
Work Program Jan 2017 
– Dec 2018  
#F.POL1 
 
 
 
 
 
Work Program Jan 2017 
– Dec 2018  
#F.POL1 & 
#OpSrv1 
 

 
 
Scheduled for August 
2017 
Completed 
 
 
 
 
 
Scheduled for December 
2017 
 

7/08/2017 Item 11.1 Economic Development 
Annual Progress Report 
 
(1)  That the Audit Committee having 

considered Item 11.1 Economic 
Development Annual Progress Report 
receives and notes the report. 

 
(2)  The Audit Committee recommend 

Council develop the future program of 
works for the Business and Innovation 
portfolio continuing to be informed by 
Council’s Strategic Economic 
Development Plan 2020 and Next 
Generation Digital Economy Strategy 
2014 – 2018 with funding of this 
program of work incorporated into 
Council’s Long Term Financial Plan. 

 
(3) The Audit Committee recommend 

Council develop measures to quantify 
the outcomes of the initiatives and 
investments undertaken. 

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Work Program Jan 2017 
– Dec 2018  
# OpSrv5 
 

 
 
 
Noted 
 
 
 
 
 
Noted 
 
 
 
 
 
 
 
 
 
Scheduled for Aug 2018 
 

16/10/2017 Item 11.2 Expiation Income Write Off 
 
(1) The Audit Committee having considered 

Item 11.2 Expiation Income Write Off 
receives and notes the report. 

 
 
 
 
 

 
 
Noted 
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(2) The Audit Committee recommend that 

Council having considered Item 11.2 
Expiation Income Write Off approve the 
write off of $190,384.03 in unpaid 
expiation income. 

 
(3) The Audit Committee receive an update 

on process improvements on the 
recovery of the past three (3) years 
outstanding expiation income by the 
May 2018 Audit Committee Meeting. 

 

 
 
 
 
 
 
 
Refer AC Work Program 
Jan 2017 – Dec 2018  
# OpSrv8 

 
Noted 
 
 
 
 
 
Scheduled for May 2018 

16/10/2017 Item 11.7 Governance Audit – 
Assessment Update September 2017 
 
(1) The Audit Committee having considered 

Item 11.7 Governance Audit - 
Assessment Update September 2017 
(as presented in Attachments 1-2) 
receives and notes the report. 

 
(2) The Audit Committee receive a final 

report at the next meeting in December 
2017 providing for completion of all 
outstanding items. 

 

 
 
 
 
 
 
 
 
 
Work Program Jan 2017 
– Dec 2018  
#G.CG6 

 
 
 
Noted 
 
 
 
 
 
Scheduled for Dec 2017 

16/10/2017 Item 11.9 Internal Audit – Complaints 
Handling 

 
(1) The Audit Committee having considered 

Item 11.9 Internal Audit – Complaints 
Handling (as presented in Attachments 
1-21) receives and notes the report. 
 

(2) The Audit Committee receive a progress 
report at the next meeting to be held in 
March 2018 providing status of 
outstanding items. 

 

 
 
 
 
 
 
 
 
Work Program Jan 2017 
– Dec 2018  
#S.STKH2 

 
 
 
Noted 
 
 
 
 
Scheduled for Mar 2018 

16/10/2017 Item 11.10 Internal Audit – Human 
Resource Management 

 
(1) The Audit Committee having considered 

Item 11.10 Internal Audit – Human 
Resource Management (as presented in 
Attachments 1-18) receives and notes 
the report. 

 
(2) The Audit Committee receive a progress 

report including an action plan aligning 
with existing risk assessments at the 
next meeting to be held in March 2018 
providing status of outstanding items. 

 

 
 
 
 
 
 
 
 
 
Work Program Jan 2017 
– Dec 2018  
#HR3 
 

 
 
 
Noted 
 
 
 
 
 
Scheduled for Mar 2018 

ATTACHMENTS: NIL. 
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AGENDA ITEM NO.: 6.11 ON AGENDA 
 
TO: Audit Committee on 18 December 2017 
 
DIRECTOR: Ginny Moon, Director Corporate Services 
 
REPORT AUTHOR: Ginny Moon, Director Corporate Services 
 
SUBJECT:  Audit Committee Work Program Status Report December 2017 
 
 

1. EXECUTIVE SUMMARY 

The Audit Committee Work Program Status Report for December 2017 is provided as 
Attachments 1–11 for noting. 

2. RECOMMENDATION 

(1) That the Audit Committee notes the revised Audit Committee Work 
Program Status Report for December 2017 as presented in Attachments 
1-11. 

 

3. RELEVANCE TO CORE STRATEGIES / POLICY 

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management The LTFP is a key strategic 
document which gives the reader 
an indication to the long term 
financial direction and health of 
Council. The use of Financial 
Targets provides guidance 
around tolerances within the 
decision making process.   

  

 

Strategy 4.4 

Accountable and 
people-focused 
services 

Evaluating a process or set of activities and providing a 
transparent platform of continuous improvement; instils 
integrity and raises confidence in the provision of services to 
the community. Council strategy 4.4 accountable and people-
focused services, seeks visibility and improved systems, the 
governance audit supports the delivery of these outcomes.  

The Audit Committee is responsible for the calling of internal 
audits and monitoring improvement progress.  
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The establishment of good governance principles ensures 
Council meets its legislative compliance as outlined within 
Council’s Corporate Governance Framework. 

 

Intelligent Community Indicators 

There are no direct links to the indicators. 

4. REGIONAL IMPACT 

The Audit Committee has an internal focus and will therefore have no impact on our 
region. 

5. COMMUNITY INVOLVEMENT 

No community engagement was undertaken in the preparation of this report, although 
the Audit Committee provides an important independent role between Council and our 
community. 

6. DISCUSSION  

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.   

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 

(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. 
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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.   

Council’s Internal Auditor, Bentleys was initially engaged to conduct an assurance 
mapping review in June 2015, in line with the Audit Committee Internal Audit program.   

The Audit Committee was satisfied with the process undertaken to provide an overview 
of the types of assurance in place, gaps and overlaps in accountability arrangements 
and the review resulted in Audit Committee being presented a revised Work Program.   

The results of the Risk Assessment and Assurance Mapping has helped informed the 
Audit Committee of the activities in the following activity areas:- 

Strategy 

1. Business Plan 
2. Strategic Plan 
3. Resource Planning 
4. Stakeholder Engagement 

 

Governance 

1. Corporate Governance 
2. Risk Management 
3. WHS Compliance 
4. Business Continuity/Disaster Recovery 
5. Fraud (fraud risk management, whistleblowing) 
6. Information Security 
 
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 
 
HR 

1. Workers Compensation Scheme 
2. Retention / multi skilling of staff 
 
Operational Services 

1. Purchasing & Procurement 
2. Contract Management 
3. Infrastructure Integrity 
4. Business and Economic Development – Rate of Return to Council 
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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 
12. Project Management 
13. Community Hub Library Innovation Centre (CLIC) 
14. Banking Review 
 

Council’s Internal Auditor, Bentleys presented an updated Risk Management Review 
Report to the 20 March 2017 Audit Committee Meeting. 

A new program for the period of January 2017 – December 2018 has been established 
to include the internal audit recommendations from Bentleys’ updated Risk 
Management review.  A copy of the new Audit Committee Work Program is presented 
in Attachments 1-11. 

The following are the internal audits originally planned for the two year period.  The 
timing of some of the audits may be adjusted according to Council’s business needs at 
the time:- 

1. Human Resource Management (#HR3 - Presented to Oct 17)  

2. Payroll (#F.Pay1 - To be Presented - March 18)  

3. Complains Handling (#S.STKH2 - Presented to Oct 17)  

4. Compliance Mapping (#G.CG9 - Planned for Dec 2018) 

5. Resource Planning (#S.SP2 - Planned for Aug 2018) 

6. Review of project assessment/feasibility process – CLIC Project 
(#G.CG10/#OpServ14 - Planned for Dec 2017) 

Projects earmarked beyond December 2018 are: - 

1. Communication (#OpServ9) 

2. Project Management (#OpServ 13) 

3. Strategic Plan Alignment (#S.SP1) 

4. Procurement (#OpServ 1 & 3) 

5. Contract Management (#OpServ 1 & 3) 

6. Volunteers 

7. Recruitment, Selection, Induction and Probation 

8. Rating procedures 

9. Planning Assurance and Development Assessment 
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10. Financial Delegations  and Credit Card Review 

11. Conflict of Interest and Gifts and Benefits 

12. Training and Development 

13. User Fees and Charges 

14. Internal financial Controls 

15. Procurement (#OpServ 1 & 3) 

16. Contract Management (#OpServ 1 & 3) 

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.   

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. 

Some of the key areas that the Audit Committee should address are:-  

Financial Reporting 

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 

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 

The Audit Committee needs to; 

 meet as necessary, and monitor Council’s relationship, with its external auditor; 

 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; 
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 assess the effectiveness of the external audit process and outputs relative to the 
scope of the engagement; and, 

 review management’s response to the external auditor’s findings and 
recommendations. 

Reporting 

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 

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. 

Resources 

Resource for the Audit Committee (2017/2018) includes:- 

 an amount of $20,000 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 $20,000 budget be committed for 
an internal audit function as a priority.   

 a separate budget appropriation for Audit Committee sitting fees.  

 a separate budget appropriation for the External Audit (new external auditor 
Galpins), and   

 salary budgets that cover staff time consumed in supporting the Audit 
Committee. 

The $20,000 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”.   

Internal resources will 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. 
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Should further resources be required, a request for budget adjustment can be 
submitted to Council for consideration. 

Audit Committee Work Program Status Report January 2017 – December 2018 

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.  

The results of the Risk Assessment and Assurance Mapping helped informed the Audit 
Committee of the activities for the two years.  The Revised Audit Committee Work 
Program Status Report for January 2017 – December 2018 is presented at 
Attachments 1–11. 

 

ATTACHMENTS 

Attachments 1-11 Audit Committee Work Program Status Report – January 2017 – 
December 2018 
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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

√
ABP

√
Adopted 

ABP

No Report - 
Annual 

Business 
Plan to be 
distributed 

under 
separate 

cover

S.SP1

Strategic Plan

4.3.5 Aligning Strategic Plan with community 
expectations (eg McGregor Tan survey 
results)
Lessons learned from any undertakings – 
impact on community & benefits to Council.

IA Report - Strategic 
Planning Alignment 

(Mar 2017 - 2016/17)

Audit Scheduled for 
Mar 2017 Report  

Scheduled for May 
2017

as request as request

√ √ √ √

Maintain 
current plan

 √
Resol 

18/08/15
Item 10.5

S.SP2

Resource 
Planning

This review would look at the workforce 
planning process to identify the sufficiency 
of resourcing of the Council to meet its 
strategic objective.  This would include the 
assessment of reporting mechanisms use 
to monitor and manage resources on an 
ongoing basis to ensure that there is 
alignment between strategy and resourcing. 
Link to HR Audit/Assessment

IA Report - Resource 
Planning

 √ √

S.STKH
1
&

OpSrv1
2

Stakeholder 
Engagement

4.3.3

A

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.

Community Service – 
Program Review 

Report

as request as request

√ √ √

Maintain 
current plan

√

Service 
Innovation 

Review

Resol 
14/10/13
Item 10.9

S.STKH
2

Complaints 
Handling

The audit would include a review of the 
complaint handling policy and processes. 
This would include: Complaints 
management and issue escalation 
protocols, CRM monitoring, Resolution 
processes and authorities, Complaints 
training, Structures for internal v external 
complaints, Reporting and monitoring.

IA Complaints 
Handling

√

√
Resol 

16/10/17
Item 11.9

Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

1

Attachment

Attachment 1 131
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

Governance 7 2 1 1 0 10 3 2 1 5
G.CG1 6.1

A

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

√ 
AC Self 

Assessment 

√ 
AC Self 

Assessment 
& Set Dates 

of AC 
Meeting 

beyond Dec 
2018

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

as request as request

√ √

Maintain 
current plan

√

Part of 
Revised AC 

Work 
Program 

(Jan17 - Dec 
18)

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

Review Membership & 
Appointment of Chair

Annually - 
Commence 
Dec Report 

to Mar

Annually - 
Commence 

Dec Report to 
Mar

Maintain 
current plan

√  
Prep work - 
Info Report 

Only.  
Report to 

Council for 
appointme

nt.

√             √ 

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

√

Revised AC 
Work 

Program 
(Jan17 - Dec 

18)

√
Annual 
Internal 

Audit Report 
& Review 
AC Work 
Program 
(Jan18 - 
Dec 19)

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 √

G.CG6 4.3.8 Governance Assessment 
Program/Continuous improvement 
Plan/Governance Audit

Governance 
Assessment Program 

Status Report

Annually Annually

√ √

Maintain 
current plan

√

√ 

Resol 
7/08/17

Item 11.6

√
Close out 

report

Resol 
16/10/17
Item 11.7

G.CG7 5.2

A

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

√ 
√ 

Corporate 
Governance

2
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

G.CG8 5.3

A

Appointed Auditors for a new term.

Current Term 2016/17 - 2021/22 - Galpins

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.CG9 Identify critical and key regulatory 
compliance requirements (of all or select 
business units/functions) and map the 
current activities of the Council to identify 
where there is sufficient compliance, under 
compliance or over compliance in current 
processes. LNLC Act and PDI Act

IA Report - 
Compliance Mapping

 √ √

G.CG10

Also 
refer

OpSrv1
4

Review current project acceptance decision 
making process to and compare to best 
practice.  Points to consider: Project 
governance  structures, Financial viability, 
How community value is determined, 
Milestone identification decision 
management
Sufficiency of resources to execute the 
project efficiently and effectively (Internal v 
external support), Project selection process 
(in the case of competing projects), 
Mechanisms to select providers 
(component tendering), Reporting and 
monitoring.

IA Report - Review of 
Project Assessment/
Feasibility Process

As Required

Refer 
OpSrv14 

CLIC 
Prudential 

Report

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

√ 
Part of Year 
End Audit

√ 
Part of 

Year End 
Audit

G.RM2 2.2 Risk and WHS Evaluation 
G.RM2 & G.WHS 1 & HR1 Combined.
LGA Mutual Liability Scheme – Risk 
Management Review 

LGA Mutual Liability 
Scheme – Risk and 

WHS Evaluation 
Report

Annually Annually

√

Maintain 
current plan

√ 

Resol 
29/03/16
Item 10.2

√ 

√  
Risk and 

WHS 
Evaluation 
2017/2018

 √ 
b/f to Aug 

17  √ √

G.RM3 2.2 LGA Risk Services – Presentation LGA Risk Services – 
Presentation

as request as request √ Maintain 
current plan

G.WHS
1 - Also 

refer 
HR1 WHS 

Compliance

2.2 Part of Risk & WHS Evaluation 2017/2018 
WHS Presentation (processes, reporting 
incidents, assessed risks, implementation 
of changes to mitigate risks, determine 
residual risks)
G.RM2 & G.WHS 1 Combined 

WHS Compliance 
Report - KPI Audit 

(Dec)
Last Report Dec 2016
 Part of Risk & WHS  
Evaluation Report 

(G.RM2 & G.WHS 1 
Combined )

Annually Annually

√ √ √ √

Maintain 
current plan

√ 

Risk 
Management

3
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

G.BCP1

Business 
Continuity/Disas

ter Recovery

2.2 Over Arching Business Continuity Plan 
Emergency Management Briefing – 
includes:-
• Disaster Recovery
• Emergency Response
• Business Continuity Plan

Disaster Recovery
Emergency Response
Business Continuity 

Plan

Annually Annually

√ √ √ √ √

Maintain 
current plan

√         √

G.FRD1

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 (due 

Aug 2018)
Whistleblowing Policy 

(due Dec 18)

Tri-annually Tri-annually

√ √ √ √ √

Maintain 
current plan

Next review 
should be 

planned for 
2017.

√  
Anti 

Fraud/Anti 
Corruption 
Policy (due 
Aug 2018)

√  
Whistleblo

wing 
Policy 

(due Dec 
18)

G.IT1

Information 
Security

Previously part of the Managed IT services 
agreement.

Currently, Co-Sourced Model

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 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 
15/12/14
Item 10.1

 √

Resol 
20/03/17

Item 
11.4(2) & 

(3)

Revised 
Information 
Technology 

Strategy 

√

Resol 
20/03/17

Item 
11.4(2) & 

(3)

Revised 
Information 
Technology 

Strategy 

√

Report on 
Progress 

since 
20/3/2017

4
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

Finance 37 27 26 27 26 13 25 3 30 0
F.RPT1

A

Budget Review 
Reports

Quarterly Quarterly

√ √

Maintain 
current plan

√
BR2 2016/17

√
BR3 2016/17

Resol 
20/03/17

Item 11.5(2)

Include a 
probability 

assessment 
concerning 

completion of 
operating and 

capital projects

√
BR4 2016/17

√
BR1 

2017/18

√
BR2 

2017/18

√
BR3 

2017/18

√
BR4 

2017/18

√
BR1 

2018/19

F.RPT2 IA Report - Business 
Planning and Budget 

Process (Mar 2015/16)

as request

Last 
Reported 

15/08/2016

as request

√ √ √

Maintain 
current plan

F.RPT3 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

IA Report - Asset 
Management Plan and 
Long Term Financial 

Plan

Annually

Last 
Reported 

12/01/2017

Annually

√ √ √

Maintain 
current plan

√

√
Periodic 

Review of 
Key 

Financial 
Indicator 
Targets 

√
Periodic 

Review of 
Key 

Financial 
Indicator 
Targets 

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;
 - all Council Members and the executive team 
have appropriate knowledge of key financial 
governance principles, issues and reporting 
tools in the context of Local Government 
financial sustainability; and,
- where warranted, existing knowledge and skills 
are augmented with locally appropriate training 
and support;
• the appropriateness of existing strategic 
financial decision-making models and processes 
underpinning Council’s long-term financial plan 
(or assist with its development if necessary) and 
annual business plan;
• the appropriateness of targets established by 
Council for sector-endorsed Local Government 
Financial Indicators having regard to Financial 
Sustainability Information Paper 12:  Targets for 
Local Government Financial Indicators (or assist 
with the development of these as necessary); 
and,
• the appropriateness of the range and content 
of Council’s financial policies and practices (and 
in particular in regard to treasury management 
having regard to Local Government Financial 
Sustainability Information Paper 10:  Debt 
Management).

4.3.2

7.1, 
7.2, 

BP1.1, 
1.4

Financial Budget 
and 

Management 
Reporting

Financial 
Sustainability /

Asset 
Management 

Plan and Long 
Term Financial 

Pl

5
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

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

√

Part of ABP 
Review

√

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 Audit

√

Part of 
Year End 

Audit
F.POL1

Also 
refer 

OpSrv1

5.6 Accounting Policies & 
Procedures

Annually Tri-annually

√ √

Opportunity 
to remove / 

refocus 
effort

Accounting 
Policies & 

Procedures to 
be reviewed 
Tri-annually. 

Ad hoc change 
to be reviewed 
as requested

√

Procuremen
t 

Policy/Road
map

Resol 
18/08/14
Item 10.7

√

Procurement 
Policy 

Revised

√
Framework
Procureme

nt - 
Procedural 

Manual

Resol 
13/06/17
Item 12.2

√ √ √ √ √

F.POL2 Review Budget 
Framework (last 

reviewed Aug 2015)

Tri-annually
√

F.POL3 New Prudential Policy
√

Presented but 
not discussed 

- To be 
resubmitted

√

Resubmit

F.POL4 New Carry Over Policy  √ √
F.POL5 New Assets Disposal 

/Asset Management / 
Asset Report

√

F.POL6 New Land Acquisition √
F.SR1

Statutory 
Reporting

1.1, 
BP1.3

A

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 Audit

√ 
Part of 

Year End 
Audit

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

√ √ √ √ √ √ √

Opportunity 
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 Audit

√ 
Part of 

Year End 
Audit

Accounting 
Policies & 

Procedures

Review Accounting Policies & Procedures

This Policy will eventually be replaced by 
various Policies that have been expanded 

and included in the original 'Accounting 
Policies & Procedures'.

Plan

6
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

A

Financial Internal 
Control Status Report 

(Control Track - 
Deloitte) Adopt ‘Best 

Practice Model’

Annually Annually

√ √ √ √ √

Maintain 
current plan

 √

Resol 
29/03/16
Item 10.7

√

Resol 
29/03/16
Item 10.7

√

Interim Audit Report March & 
June

March & June

√ √ √

Maintain 
current plan

√

Interim 
Audit Report

√
Audit 

Report 
(Managem
ent Report) 
- Finalising 
2016/2017 
Year End 

Audit 
Process 

√

Resol 
13/06/17
Item 12.1

√

Interim 
Audit 

Report

√

Interim 
Audit 

Report

Audit Management 
letter as part of AFS 

process.

Annually Annually

√ √ √

Maintain 
current plan

√ 

Part of Year 
End Audit

√ 
Part of 

Year End 
Audit

F.CTRL
4

BP1.2
General Ledger √ √ √ √ √ √ √

F.CTRL
5

BP2.1
Cash Flow and Petty cash √ √ √ √ √ √ √

F.CTRL
6

BP2.2
Banking √ √ √ √ √ √ √

F.CTRL
7

BP2.3
Investments √ √ √ √ √ √ √

F.CTRL
8

BP2.4
Debtors √ √ √ √ √ √ √

F.CTRL
9

BP2.5
Inventory √ √ √ √ √ √ √

F.CTRL
10

BP2.6
Prepayment √ √ √ √ √ √ √

F.CTRL
11

BP2.8
Project Costing √ √ √ √ √ √ √

F.CTRL
12

BP2.9 Loans/Grants to Clubs/Community 
Groups

√ √ √ √ √ √ √

F.CTRL
13

BP3.1
Accounts Payable √ √ √ √ √ √ √

F.CTRL
14

BP3.2
Accrued Expenses √ √ √ √ √ √ √

F.CTRL
15

BP3.3
Borrowings √ √ √ √ √ √ √

F.CTRL
16

BP3.4
Employee Provisions √ √ √ √ √ √ √

F.CTRL
17

BP3.5
Taxation √ √ √ √ √ √ √

F.CTRL
18

BP4.1
Rates/Rates Rebates √ √ √ √ √ √ √

F.CTRL
19

BP4.2
Grants √ √ √ √ √ √ √

F.CTRL
20

BP4.3
User Pay Income/Fee for Services √ √ √ √ √ √ √

F.CTRL
21

BP4.4
Investment/Interest Income √ √ √ √ √ √ √

F.CTRL
22

BP4.5
Receipting √ √ √ √ √ √ √

F.CTRL
23

BP4.6
Other Revenue √ √ √ √ √ √ √

Control Self 
Assessment / 

Internal Controls 
over financial 

reporting

F.CTRL
1

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.

7
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

F.CTRL
24

BP5.3
Elected Members’ Expenses √ √ √ √ √ √ √

F.CTRL
25

BP5.4
Credit Cards √ √ √ √ √ √ √

F.CTRL
26

BP5.5
Employee Reimbursements √ √ √ √ √ √ √

F.CTRL
27

BP5.6
Other Expenses √ √ √ √ √ √ √

F.PAY1 BP5.2 Payroll  - process review including payroll 
master file, leave policy, EBA compliance, 
etc.

IA Report - Payroll Annually Annually

√ √ √ √ √ √ √ √ √

Maintain 
current plan

 √

Resol 
17/08/15
Item 10.5

√

Resol 
17/08/15
Item 10.5

HR 2 0 0 0 0 2 0 0 0 2
HR1 
also 
refer 

G.RM2 
& 

G.WHS
1

Workers 
Compensation 

Scheme

2.2 LGA Workers Compensation Scheme 
Audits  (SA Partnership Visit) – Review to 
19/08/2013 AC Review annually

As at November 2017 both Risk and WHS 
Review have been combined.  Refer 
G.RM2.

LGA Workers 
Compensation 

Scheme Review 
Report

Annually Annually

√ √ √

Maintain 
current plan

HR2

Retention / multi 
skilling of staff

4.3.9 Employee relationships Human Resource 
Function Audit Report

as request as request

√ √ √

Maintain 
current plan

Refer HR3
 √

Resol 
22/08/16 
Item 10.2

HR3

Human 
Resource 

Management

Review of HR policies, procedures and 
tools used to assess effectiveness and 
consistency in identifying and addressing: 
Annual/performance reviews, informed 
process to assess EB, Reporting on 
cultural issues, Training and development 
needs, Employee performance 
management, discipline and dismissals, 
Promotions and job specification changes.

IA Report - Human 
Resource 

Management

as request as request

√

√
Resol

16/10/17
Item 11.10

8
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

Operational 
Services

10 4 6 4 0 10 2 5 2 2

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

√

Resol 
18/08/14
Item 10.7

Process level review IA Report - 
Procurement & 

Contract Management 
Processes (Reported 

to AC May 2016)

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 (Reported 

to AC May 2016)

as request as request

√ √ √ √ √ √

Maintain 
current plan √

OpSrv4

Infrastructure 
Integrity

4.3.1

A

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

√ √ √

Opportunity 
to remove / 

refocus 
effort

Assurance 
overlap exists. 

Annual 
Business Plan 

and Asset 
Management 

Plan to be 
reviewed 
annually

√ 
Part of Year 
End Audit

√ 
Part of 

Year End 
Audit

Purchasing & 
Procurement

4.3.4OpSrv1
Also 
refer 

F.POL1

9
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

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

√

Resol 
22/08/16
Item 10.1

√

Resol 
7/08/17

Item 11.1

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

Last 
Presented to 
AC 7/12/15

Tri-annually

√ √ √ √ √ √

Opportunity 
to remove / 

refocus 
effort

Policy to be 
reviewed tri-

annually

OpSrv8

Infringements

from 
propos
ed IA 
Plan

A

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

Last 
Presented to 
AC 7/12/15

as request

√ √ √ √ √ √

Maintain 
current plan

√

Resol 
19/12/16

Item 11.11 
Update on 
progress & 

actions

 √

Resol 
20/03/17
Item 11.2 

(2) 
Enforceme
nt Policy & 
Associated 
Procedures 

Resol     
16/10/17  
Item 11.2

√
Resol 

20/03/17
Item 11.2 

(2) 
Enforcemen

t Policy & 
Associated 
Procedures 

and
Resol 

16/10/17  
Item 11.2
Update on 
process 

improveme
nts on the 

recovery of 
the past 
three (3) 

years 
outstanding 

expiation 
income .

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 (After 

adoption& 
implementation of 
Communication 

Strategy)

as request as request

√ √ √ √

Maintain 
current plan To 2019

 √
Resol 

3/12/12
Item 10.5 

&
Resol 

17/08/15
Item 10.5

OpSrv1
0

Rating Health 
Check

5.4

A

Rating Health Check Rating Health Check 
Report (October)

Annually Annually

√ √ √ √

Maintain 
current plan

 √
Reschedul

ed to 
March 18 

for 
Complete 
Close-Out 
of Action 

Items
Resol 

19/12/16
Item 11.7

√
Close Out 

Report
Resol 

19/12/16
Item 11.7

√

OpSrv1
1

Fringe Benefit 
Tax Review

5.5

A
Fringe Benefit Tax Review Fringe Benefit Tax 

Review Report
as request as request

√ √ √ √
Maintain 

current plan

10
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Audit Committee Work Program 
(January 2017 - December 2018)

Bentleys 
Recommenda

tions
20-Mar-17 21-May-18 20-Aug-18 15-Oct-18

19/12/201
8 

(Date to 
be set in 
Oct 2018 

AC)

15/05/2017

13/06/2017
7-Aug-17 16-Oct-17 18-Dec-17 19-Mar-18

Independent 
Assurance
(Third Line)

Frequency 
by CoP

12-Jan-17
Activity / 
Process

ACW
P & 

BPM 
Ref

Code #

Assurance 
Provision - 

Current 
Plan

SummaryCurrent Practice Increasing Assurance

Business Management
(First Line)

Corporate 
Oversight
(Second 

Line)

Current Status / Action to be taken Reports
Frequency 
Proposed

OpSrv1
2

also 
refer

S.STKH
1

Service 
Delivery/Custom

er Service 
Review

5.7  Review Service Delivery/Customer 
Service

Service 
Delivery/Customer 

Service Review 
Report.  Service Std 

Review to be 
conducted in 

2016/2017 pending 
adoption of New 
Strategic Plan. 

Scheduled for May 
2017.

as request as request

√ √

Maintain 
current plan

√

Resol 
14/10/13
Item 10.9

OpSrv1
3

Project 
Management

The audit would include assessing and 
providing assurance on the adequacy and 
effectiveness of the internal controls over 
the PM. The audit also aims to assist 
management in continuously improving the 
processes in place.

IA Report - Project 
Management

OpSrv1
4
 

Also 
refer

G.CG10
Community Hub 

Library 
Innovation 

Centre（CLIC）

Review current project acceptance decision 
making process to and compare to best 
practice.  Points to consider: Project 
governance  structures, Financial viability, 
How community value is determined, 
Milestone identification decision 
management
Sufficiency of resources to execute the 
project efficiently and effectively (Internal v 
external support), Project selection process 
(in the case of competing projects), 
Mechanisms to select providers 
(component tendering), Reporting and 
monitoring.

IA Report - Review of 
Project Assessment/
Feasibility Process

√

√

CLIC 
Prudential 

Report

Refer 
G.CG10 

OpSrv1
5 Banking Review

Due October 2017
Part of normal contract management.  Not 
separately reported to Audit Committee.

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

11
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Item 6.12: Prudential Report – Community Hub, Library and Innovation Centre (CLIC) 

AGENDA ITEM NO.: 6.12  

TO: Audit Committee on 18 December 2017 

DIRECTOR: Ginny Moon, Director Corporate Services 

REPORT AUTHOR: Chris Birch, Manager Financial Services 

SUBJECT: Prudential Review – Community Hub, Library and Innovation 
Centre (CLIC) 

1. EXECUTIVE SUMMARY

When considering large scale projects (except roadworks), pursuant to Local
Government Act 1999 Section 48, Council must undertake a prudential review in order
to ensure that it has sufficient information to make a final commitment decision.

In line with Council’s Prudential Review Policy, this process has been undertaken by an
external professional, with John Jovecevic from Dean Newbery and Partners engaged
in May 2017 to do so. The six month engagement has allowed a shadowing of the
project progress to stay abreast of information as it has come to hand and been
considered by Council.

The final prudential report is presented in Attachments 1-65.

The prudential report identified sixteen (16) outstanding items and six (6) key project
risks. While some risks are inherent of just undertaking a project, responses to all
items have been provided in the discussion below.

Following receipt of the prudential review, Council must provide public access to the
report at the principle office. The report will be held in printed form at customer
service as well as published on the CLIC engagement hub.

2. RECOMMENDATION

(1) Audit Committee having considered Item 6.12 Prudential Review – Community
Hub, Library and Innovation Centre (CLIC) on 18 December 2017 receive and 
acknowledge the key project risks identified by the independent person in 
preparation of this report. 

3. RELEVANCE TO CORE STRATEGIES / POLICY

• Local Government Act 1999 Section 48

• Prudential Review Policy

CITY OF PROSPECT: Audit Committee 18 December 2017 

142



Item 6.12: Prudential Report – Community Hub, Library and Innovation Centre (CLIC)  

Strategic Plan to 2020 Theme 4 – Services “Leaders of the sector providing 
efficient, responsive, accessible services” 

Strategy 4.2 Sound Financial Management The Prudential Review is 
designed to have an independent 
set of eyes review all of the 
information prepared for Council 
on a project prior to Council’s 
final commitment to a project. A 
prudential is designed to review 
all aspects of a project and not 
limited to financial risk.  

Strategy 4.4 Accountable and people-focused 
services 

 

Intelligent Community Indicators 

1. Broadband Infrastructure is the foundation 
of economic competitiveness 

The preparation of a prudential 
review provides feedback by an 
independent author to consider 
aspects of a project before final 
decision making is made. This 
action is aligned with the ICF 
Indicator of advocacy while the 
project itself delivers on most of 
the other indicators.  

2. Knowledge 
Workforce 

A labour force that creates 
economic value through its 
knowledge, skills and ability to 
use information effectively 

3. Innovation Intelligent Communities pursue 
innovation through a 
relationship between business, 
government and institutions 
(ie. universities). 

4. Digital Equality Allowing everyone access to 
broadband technologies and 
skills to use them 

5. Sustainability Economic growth while 
reducing the environmental 
impact of that growth 

6. Advocacy Engaging leaders and citizens, 
businesses and institutions, in 
identifying opportunities to 
champion positive change. 

 

4. REGIONAL IMPACT 

The prudential report speaks specifically to the construction of the CLIC project. This 
project is specifically designed for the delivery of Council’s services for both the City of 
Prospect and beyond its borders.  

CITY OF PROSPECT: Audit Committee 18 December 2017 
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Item 6.12: Prudential Report – Community Hub, Library and Innovation Centre (CLIC)  

5. COMMUNITY INVOLVEMENT 

There has not been any community involvement in the preparation of the Prudential 
Review itself. Council has undertaken separate community engagement activities in 
relation to CLIC project itself. 

Following Council’s receipt of the report, it will be available to the public at large from 
the principal office as per the requirements of the Local Government Act 1999 S.48 (5). 

6. DISCUSSION  

Pursuant to the Local Government Act 1999 Section 48 (the Act), Council must 
undertake a prudential review of the CLIC Project prior to fully committing to the 
project. 

Prudential Reviews must be prepared where a project meets the parameters outlined 
in the Act. These parameters are also outlined in Council’s Prudential Review Policy and 
are as follows: 

a. where the expected operating expenses calculated on an accrual basis of the 
council over the ensuing five years is likely to exceed 20 per cent of the 
council's average annual operating expenses over the previous five financial 
years (as shown in the council's financial statements); or 

b. where the expected capital cost of the project over the ensuing five years is 
likely to exceed $4 000 000 (indexed); or 

c. where the council considers that it is necessary or appropriate. 

The purpose of a Prudential Review is for the Author to determine whether the Elected 
Members have (or will have) all of the necessary information to enable them to make 
an informed decision regarding the project in question. It is not in the intent of a 
Prudential Review to recommend whether a project should or should not proceed. 

A prudential review prepared at a point in time and may highlight future planned 
information that is to come to Council. 

Council engaged John Jovicevic from Dean Newbery and Partners in May 2017 to 
undertake the process of the prudential review. This has provided a period of six 
months where John has been able to monitor the project evolution and gather 
information available on the project. The Prudential Review report is presented in 
Attachments 1-65.   

The Prudential Review has highlighted sixteen (16) outstanding matters, as described 
in Attachments 5-9.  A brief description of the outstanding matter and a response to 
each is provided below: 

 

 

 

CITY OF PROSPECT: Audit Committee 18 December 2017 
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Item 6.12: Prudential Report – Community Hub, Library and Innovation Centre (CLIC)  

Item Prudential Outstanding Matter Council Response 

1 Walkerville lease for transition not yet 
finalised. 

Walkerville Council will be considering 
the proposed lease agreement in 
confidence at their meeting on 18 
December 2017. 

2 Permanent relocation of Prospect 
Depot not yet finalised. 

Negotiations with Adelaide City 
Council for the use of their London 
Road, Mile End depot have 
progressed well, while affordable sites 
for lease have also been identified 
within minutes of City of Prospect’s 
boundary. 

3 Community land revocation process 
for former milk depot has not been 
finalised. 

Minister has now confirmed approval 
for revocation of community land 
status, for approval by Council on 19 
December 2017. 

4 Future operational savings included in 
the LTFP have not been quantified. 

The SGS report was premised on 
productivity savings being achieved, 
which will be able to be quantified 
once service levels for the new 
facility are agreed to by Council. 

5 Assessment of running costs for new 
building has not been undertaken. 

Future running costs will be 
determined during design 
development stage of the project. 

6 Projected operating cost savings from 
depot relocation have not been 
quantified. 

The savings target identified will be a 
factor in determining the future 
location of depot operations. 

7 The publicly available Annual Business 
Plan and LTFP refer to expenditure 
based on the original project cost and 
not the revised figure as per the 
updated plans. 

Consultation on future ABP will 
include the revised figure. 

8 A final concept design has not been 
approved by Elected Members. 

The concept design is being 
presented for approval for design 
development and consultation on 19 
December 2017. 

9 The concept design does not allow for 
growth in staff numbers without 
impacting commercial tenancy. 

 

There is no intention that staff 
numbers will grow in future years. 

CITY OF PROSPECT: Audit Committee 18 December 2017 
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Item 6.12: Prudential Report – Community Hub, Library and Innovation Centre (CLIC)  

Item Prudential Outstanding Matter Council Response 

10 It is unclear if the staff area is 
sufficient for all staff needs (such as 
IT and storage). 

The staff area continues to be refined 
with input from the Executive 
Leadership Team, Management Team 
and Staff Reference Group, and 
advice from the architects. 

11 No commercial tenant has been 
secured. 

Securing commercial tenants will be 
undertaken during construction. 

12 Potential revenue from tenancy 
outgoings has not been included in 
the LTFP. 

LTFP to be updated. 

13 The commercial tenancy must be 
leased at market rates for competitive 
neutrality. 

The revenue expectations are 
premised on market rates for the 
lease. 

14 Increased rates revenue from sold 
properties has not been included in 
the LTFP. 

LTFP to be updated. 

15 Project risk register needs to be 
updated in liaison with Project 
Executive Group (PEG) and Executive 
Leadership Team (ELT). 

Risk register to be updated. 

16 Whole-of-life costs have not been 
projected. 

As noted in the prudential report, 
there is a very high degree of 
estimation in predicting whole-of-life 
costs and they are rarely done. 

 

The sixteen outstanding matters have informed the identification of six (6) Key Project 
Risks that are itemised at Attachment 10. Responses to each of the risks are 
provided below. 

Key Project Risk 1 – Poor contract documentation leads to increased costs 

The engagement of Jim Allen & Associates, who have significant experience in the 
delivery of complex projects of this nature, and the appointment of a design team 
including architects, structural engineers, services engineers and cost planners, 
ensures that a high standard of documentation and contract management is achieved. 
It is considered that this risk is appropriately managed and the likelihood of increased 
costs is therefore addressed. 

Key Project Risk 2 – Unexpected project expansion leads to increased costs 

Adoption of the concept design by Council at its meeting of 19 December 2017 will lock 
in the fundamentals of the building design, which will reduce the chance of cost 
increases beyond what has been allowed for in the project contingencies.  Ongoing 
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Item 6.12: Prudential Report – Community Hub, Library and Innovation Centre (CLIC)  

liaison with the quantity surveyor during concept design has ensured a focus on costs 
is maintained and this will continue through design development, and it is therefore 
considered that this risk is appropriately managed. 

Key Project Risk 3 – Professional fees exceed budget leading to increased 
costs 

The estimated total cost of professional fees at 9% includes contingency to allow for 
potential increases during design and delivery of the project, in the event of changes 
being required by the Council, while negotiation by Council’s Project Manager has 
secured the necessary contract offers totalling 8.1% of project cost.  The remaining 
0.9% provides contingency for potential future increases in professional fees, should 
additional work be required. 

Key Project Risk 4 – Depot sale price fails to achieve target resulting in 
increased borrowings  

The second stage of the Expression of Interest process for the sale (or other tenure 
option) of the Johns Road / Main North Road site ended on 13 December 2017 with 
‘Best and Final Offers’ received.  The leading offer(s) received at the time of writing 
would achieve the desired revenue target.  While noting that a contract has not been 
signed, it is considered that this risk would be sufficiently mitigated. 

Key Project Risk 5 – The location of future depot operations does not result 
in anticipated operational savings 

Relocation of depot operations is the subject of a separate project, with an initial 
review revealing sites available in the local area (for private commercial lease, or for 
lease from adjacent Councils) that would have lower leasing costs than previously 
forecast.  While this is just one element of operational savings, it is considered that this 
risk will be managed.    

Key Project Risk 6 – Operational savings related to a co-located facility are 
not able to be achieved 

A separate process will be undertaken to identify service efficiencies, taking into 
consideration the anticipated operating hours of the new combined facility and 
opportunities for tasks to be shared across staff positions.  Until this occurs and the 
anticipated savings are able to be quantified, it is acknowledged that this remains a 
risk to the LTFP that would need to be mitigated through the identification of other 
operational savings (that are not directly related to the project).  

Financial and Resource Implications 

The prudential report itself does not generate any financial or resource implications. 
Instead, it talks to the implications of the CLIC project. These implications are known 
to Council and have been identified in other reports associated with the project. These 
items are also contained within the draft Long Term Financial Plan that was presented 
to Council at a Workshop on 14 November 2017. Council will formally reconsider this 
LTFP in February 2018 as part of the regular budget cycle.  
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Item 6.12: Prudential Report – Community Hub, Library and Innovation Centre (CLIC)  

7. CONCLUDING STATEMENTS 

The Prudential Report is concurrently being presented to the Audit Committee (18 
December) and Council (19 December). Feedback from the Audit Committee will be 
verbally presented to the Council meeting. 

Prudential Reports are designed with the intent of reviewing whether Elected Members 
have sufficient information to make a decision on a project. The project risks identified 
are generally ones that would exist with any project of this scale and are likely to exist 
in the construction of any building of this size.  

 

ATTACHMENTS 

Attachments 1-65: Prudential Report – Community Hub, Library & Innovation Centre 
(CLIC) 
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Executive Summary 

This Prudential Report has been independently prepared by John Jovicevic, Partner, Dean Newbery & 
Partners (Reviewer), for the City of Prospect (Council) in accordance with the prescribed requirements 
for certain activities of Section 48 of the Local Government Act 1999 (Act). 

  

Before a council engages in any project: 

 

(i) Where the expected expenditure of the council over the ensuring five years is likely to 
exceed 20 per cent of the council’s average annual operating expenses over the previous 
five financial years (as shown in council’s financial statements); or 

(ii) Where the expected capital cost of the project over the ensuring five years is likely to 
exceed $4 000 000 (indexed); or 

(iii) Where the council considers that it is necessary or appropriate. 

 

....it must consider a Prudential Report that addresses all of the prescribed matters outlined in 
Subsection 2 of Section 48 of the Act. 

 

Council’s estimate of the projected total capital cost is $17.67 million (m) (comprising construction 
cost $16.19m, project management fees $1.48m). In addition to the capital cost, temporary relocation 
costs of Council staff and services has been estimated of $0.39m.  

 

Given the $17.67m estimated capital cost, Section 48 (ii) of the Act applies to the Community Hub, 
Library & Innovation Centre Project (CLIC) (Project). 

 

The purpose of a Prudential Report is for the Reviewer to determine whether the Elected Members 
have (or will have) all of the necessary information to enable them to make an informed decision 
regarding the project in question. As such, it is not the role of the Reviewer to recommend proceeding 
or otherwise with a Project, or to direct Elected Members to any particular option or outcome. 

 

Where the Reviewer considers that there is insufficient material to enable Elected Members to make 
a fully informed decision, such matters need to be raised in the Prudential Report. 

 

Accordingly, this Report outlines matters considered to be outstanding for the purposes of Elected 
Members making a fully informed decision regarding the Project, including for matters that could 
potentially adversely impact on the estimated total capital cost of $17.67m. 

 

Subject to addressing the following outstanding matters, in my opinion Elected Members will have 
sufficient information to be in an informed position to proceed or otherwise with the Project:- 

 

OUTSTANDING MATTERS TO BE ADDRESSED 

 

1. At the time of finalising this Report, Council had not secured alternate accommodation 
necessary for the temporary relocation of all Council staff and services required during the 
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construction phase of the Project. Council’s Administration is currently in negotiations with 
the Town of Walkerville, however no formal arrangements have been concluded.  

 

Based on estimates provided by SGS Economics & Planning (SGS), Council’s Administration 
has projected the temporary relocation costs to be $0.39m. Given these arrangements have 
not been finalised, there is a risk that this cost is understated. 

 

 

2. At the time of preparing this Report, Council had not finalised negotiations for the relocation 
of its Prospect Depot. To fund part of the expected construction cost for the Project, Council 
has considered selling the Prospect Depot and to lease alternate depot space. Options 
considered are the Town of Walkerville or Adelaide City Council depot facilities.  

 

In a report presented to Elected Members 28 November 2017, Council was informed that the 
Town of Walkerville has yet to agree to sub-lease its depot. 

 

Should Council proceed with selling its Main North Road Depot site, it will need to secure an 
alternate facility from which to conduct its depot operations. Before that decision is made, 
Council needs to be satisfied that it is in its long term financial and operational best interests 
to move its depot operations.  

 

 

3. At the time of preparing this Report, the Community Land revocation process for Council’s 
Main North Road Depot site had not been approved by the Minister for Local Government.  

 

 

4. Council’s Administration have included unrealised annual operating cost savings of $160,000 
to be achieved from the co-location of all Council services in the new CLIC facility.  Annual 
operating cost savings of $160,000 have been taken up in Council’s Long term Financial Plan 
(LTFP) commencing FY2019, indexed annually.  

 

In my view, unrealised future operational savings for the Project should not be factored into 
the Elected Members decision making process until they are clearly identified. 

 

 

5. A detailed assessment into the ongoing daily running costs of the CLIC and the estimated 
ongoing maintenance costs has not been completed based on the latest concept designs. The 
draft LTFP assumes these costs will be the same as those currently incurred by the Council for 
running the existing Prospect Road Civic Centre and Thomas Street Library. There is a risk that 
these costs are understated given costs are not based on a ‘like-for-like comparison’. 

 

 

6. Council’s Administration have also taken up in its FY2019 LTFP projected unrealised annual 
operating cost savings of $25,000 as a result of the projected relocation of Council Depot 
operations to a leased site.  
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In my view, taking up such savings before they are identified should not be factored into the 
Elected Members decision making process for the Project.  

 

 

7. Community consultation was undertaken for the Project within the 2017/18 Annual Business 
Plan which disclosed borrowings of $8.7m (for the Project). Based on the latest projected 
construction cost, $2.21m in additional borrowings is now required ($10.91m in total).  

 

Council has developed a stand-alone web page on its own online community engagement hub 
web site which provides access to all key documents that disclose information for the Project 
(access via: https://cityofprospect.engagementhub.com.au/community-hub-library-
innovation-centre). The web site allows the public to view all documents and reports 
concerning the Project, as well as provide opportunity to submit feedback.  

 

The Community Reference Group established for this Project has also been consulted on 
financial aspects of the Project, as well as afforded the community the opportunity to provide 
feedback at Council Workshop and ordinary Council Meetings.  

 

In reviewing the 2017/18 Annual Business Plan document, there was no specific reference to 
the projected total cost of the Project. Reference was only made to the projected capital 
expenditure in FY2018 - $3.5m. The construction cost of the Project included in the LTFP cash 
flow projections presented in the 2017/18 Annual Business Plan was $14m (FY2018: $3.5m, 
FY2019: $10.5m). 

 

The construction cost of the Project has now increased to $17.67m, being an increase of 
$3.67m since the Annual Business Plan was adopted in June 2017.  

 

To avoid potential adverse comment that the community consultation for the Project is 
inadequate, the information currently made publically available should be updated. 

 

 

8. Importantly, Elected Members must consider a costed, detailed design confirming that the 
construction phase of the Project can be delivered within the projected $17.67m budget. 
Concept design plans have been prepared by JPE Design Studio (JPE) and cost estimates by 
Rider Levett Bucknall (RLB). As the time of preparing this Report, a final concept design had 
not approved by Elected Members.  

 

I understand that a final design is planned to be approved at the 19 December 2017 meeting 
of Council. Any potential cost variations due to design features should therefore be known at 
the time of this meeting.  

 

The latest concept designs prepared by JPE for the facility are significantly reduced when 
compared to the concept proposals originally presented to Council in December 2016 by SGS.   
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In discussions with the CLIC Project Lead officer, it is our understanding that the original 
proposed design by SGS had intentionally ‘over stated’ space allocation desired for individual 
stakeholders/users instead of considering a design that would ensure integration of space to 
enable ‘multi-use’ areas. 

 

 

9. Based on discussions with the CLIC Project Lead officer, the concept designs being considered 
by the Elected Members and Administration for the new facility do not allow for any additional 
space/room for growth in staff numbers, given the proposed layout and space provided. 

 

Given the ever increasing compliance and regulatory driven environments that all businesses 
operate within, there is a risk the new facility will not cater for any future growth needs in 
staff resources. Additional space could potentially be found with the removal of the 
commercial leased areas – but this would result in a reduction in projected revenue from the 
Project with the decreased income from letting of commercial space. 

 

 

10. The concept design brief for JPE does not specify the internal staff accommodation and layout 
requirements. To ensure that the special requirements are adequate for all staff and services, 
the following should be determined: 

 

- Staff work stations: permanent or temporary workstations for staff. 

- Number of permanent staff offices and meeting rooms required. 

- Office accommodation layout requirements to ensure sufficient space is allocated for 
specific teams/groups of employees that need to work in close proximity. 

- Space required for the storage and distribution of IT infrastructure required for the 
expected workforce in the facility (i.e. IT servers, photocopiers/scanners, records 
retention and storage, etc.). 

 

Failure to now properly address the above will adversely impact on the available floor space, 
staff morale, staff productivity, aesthetics and desired work place efficiency targets.  

 

Importantly, Knight Frank Australia provided the following feedback on the concept design to 
be considered by Elected Members concerning the commercial lease space: 

 

“further design work needs to be undertaken on the lift/ entrance foyer as the private tenants 
will not want to enter their office space via the library and afterhours security will need to be 
provided”. 

 

 

11. Potential commercial tenants for the new CLIC facility have yet to be secured and an 
expression of interest has not been undertaken to identify any potential key tenants. Revenue 
projections of $120,000 annually have been forecasted in Council’s LTFP from FY2021.   
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Given that no commercial tenant to date has been secured and that there is currently vacant 
commercial premises within close proximity of the Project, there is a risk that there will be a 
period of vacancy and therefore revenue projections may potentially be overstated in some 
years within the LTFP, should a tenant not be secured or the rate of rent not achieved.  

 

 

12. Council’s LTFP does not include any potential future revenue from the recovery of ‘outgoing’ 
expenses that would be normally recoverable under a commercial tenancy agreement. No 
estimate as to the potential amount of expenses that could be recovered has been estimated 
by the Administration as at the time of preparing this Report.  

 

 

13. Given that Council is considering including a commercial tenancy within the CLIC facility, to 
avoid any potential Competitive Neutrality Principle issues, the rate of rent charged to any 
commercial tenant must be market based.  

 

 

14. Council’s ten year LTFP does not factor revenue projections from the increased Rates revenue 
from the forecasted sale of Main North Road and Prospect Road properties.  

 

 

15. The Project Risk Assessment needs to be updated to account for the matters noted above. 
Council’s Executive Leadership Team and Project Executive Group (PEG) need to reconsider 
the Risk Register and ensure that the proposed mitigating controls and residual risk ratings 
are appropriate.  

 

From our experience with other similar projects, a list of further risks to be considered for 
inclusion in the risk register are outlined in Section 9 of this Report. 

 

 

16. Based on the most recent design and Project costs, whole-of-life costs as required in the Act 
have not been projected by Council’s Administration (noting that most if not all long term 
projects do not project whole-of-life costs, given the very high degree of estimation required). 
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KEY PROJECT RISKS 

 

1. In our experience, large scale, complex developments such as this Project more often than not 
have significant potential for cost blow-outs. This highlights the importance of Council 
ensuring that it has in place high standard contract documentation and contract management 
procedures ‘fit for purpose’ for the Project.  
 

2. The built scope of the Project expands and results in increased capital costs to be funded by 
Council. 
 

3. Project Management cost estimates have been based on a 9% cost base. Should tenders 
received for the construction works have a rate higher than 9% applied for Project 
Management costs, this will result in additional construction costs to be funded. 
 

4. Council not realising sale price expectations for its Depot. 
 

5. Council is not able to secure a financially and operationally satisfactory arrangement for its 
Depot operations. Expected annual savings from the relocation of the Depot facilities are not 
realised and therefore need to be funded.  
 

6. Expected annual savings from the development of the CLIC are not able to be quantified and 
therefore will not be realised. Operating costs of the new facility will therefore be higher than 
forecasted in the draft LTFP which will need to be funded. 
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Short Form Prudential Report  

The Project is a major redevelopment of the City of Prospect’s (Council) existing Civic Centre located 
at 128 Prospect Road, Prospect and the relocation of Council’s Nailsworth community facility 
(incorporating the Council library facility) into the redeveloped Civic Centre.  Council’s Prospect Library 
facility is currently located at 1 Thomas Street Nailsworth and the site is leased from the South 
Australian Department of Education and Child Development (DECD).  

 

The lease held with DECD is due to expire in August 2019. Council has been notified by DECD that an 
extension on the lease will not be granted, given their intention to reoccupy the building at the end of 
lease.  

 

Existing Council services delivered out of the Thomas St site are the Prospect Library, Prospect Gallery, 
Toy Library, Local History Collections and Digital Hub.  

 

Council therefore needed to undertake an investigation to identify potential alternate sites and 
options to house its library services and community programs. 

 

A Council workshop was held on 10 February 2015 to provide Elected Members with an overview of 
current services and programs as well as commence discussions about possible future opportunities 
for the Prospect Library.  

 

Council engaged Libraries Alive! Pty Ltd (LA!) in May 2015 for the purpose of “evaluating current 
services and functions of the Library, the Art Gallery and the Digital Hub located in rented premises at 
1 Thomas Street, Nailsworth, plus the provision of professional advice in relations to future 
development of the library service”.    

 

LA! met with the Elected Members at the 2 June 2015 Council Workshop where a presentation on the 
preliminary report was made. LA1! concluded that the “Thomas Street Centre has outlived its 
usefulness as a library and community space”.  

 

LA! presented the following summary of the current Thomas Street facility: 
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Reference: Page 18, LA! Report to Council 25 August 2015 

 

Following the 2 June 2015 Council Workshop, LA! was instructed to provide an estimate to Elected 
Members as to the potential construction and fitout cost for developing an alternate library site.  

 

Key building requirements per the revised scope was that the design needed to encapsulate a ‘service-
based benchmark’ that would better reflect the broad range of services provided from a whole-
community facility (rather than using population based benchmark designs factors) and that the 
collection size is to increase to 47,000 items (40,000 items at the time) to reflect the increase ten-year 
population growth forecasted.   

 

LA! provided Elected Members recommendations at the 25 August 2015 Council Meeting where the 
final report was submitted and provided the following 5 recommendations: 
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Reference: Page 22, LA! Report: “Library Services to the Future – July 2015 
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After considering LA!’s report, Council adopted the following resolution at the 25 August 2015 Council 
Meeting: 

 

 
 

Council subsequently approved an $8m provision to be included in the Long Term Financial Plan (LTFP) 
for the Project. 

 

At its meeting 15 December 2015, Council were provided with details of seven suggested sites where 
the Project could be undertaken. These sites were identified and discussed at a Council Workshop 
(held on 10 November 2015) with a SWOT analysis (Strengths, Weaknesses, Opportunities and 
Threats) undertaken for each option, to further refine the options.   

 

Following completion of the SWOT analysis, four potential sites were shortlisted. 

 

- Prospect Depot/Tram Barn (Main North Road) 
- Northpark Shopping Centre (Main North Road) 
- Prospect Oval Precinct (Main North Road/Wilcox Avenue) 
- Prospect Civic Centre (Prospect Road) 

 

As a result of information presented to Elected Members at the 15 December 2015 Council Meeting, 
the following resolution was adopted: 
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From January 2016 – March 2016, Council undertook consultation with the community over its 
proposed ‘LibraryPLUS’ concept facility. Council received 503 responses from the consultation 
conducted. 

 

Community consultation feedback was used to “refine the community aspirations for a new facility”. 
Council’s Manager Library Services presented the “Community Consultation Report – LibraryPLUS 
Project: 28 April 2016” which was presented to Elected Members at the Council Meeting held 24 May 
2016. The report noted the following: 

 

“City of Prospect’s plan for a new ‘LibraryPLUS’ facility at the end of lease of the Thomas 
Street Centre attracted overwhelming positive feedback from the community who 
participated in the first consultation phase from January to March 2016. The overall 
feeling expressed by those engaged is that a LibraryPLUS facility is essential for the City 
of Prospect. 

 

The multi-faceted consultation process which included face-to-face discussions, online 
surveys (also available in hard copy) with web site information and fact sheets satisfied 
the aims of the community engagement strategy developed for this stage of the project. 
A total of 503 responses were received to the survey as a result of various methods of 
engagement.” 
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Following from the community feedback received, Council resolved the following at the 28 June 2016 
Council meeting: 

 

 
Council’s resolution from its 28 June 2016 meeting narrowed the Project development to two sites, 
being: 

 

- Prospect Civic Centre (Prospect Road) 
- Tram Barn/Depot Site (Cnr Main North Road and Johns Road) 

 

Council engaged SGS Economics and Planning Pty Ltd (SGS) in 2016 to undertake an economic and 
social analysis exercise on the various options available to Council to consider in relocating the library 
services. SGS were instructed to appraise the potential sites and to undertake a “market analysis, 
consideration of site opportunities and constraints, opportunity cost assessment, staff/operational 
impact and financing options”. 

 

SGS completed their assessment and provided a report to Council in December 2016 with the stated 
intention that they will provide the necessary information to “empower Councillors and management 
to make a decision on the best site for the replacement library and the extent of development on the 
site”.   

 

The SGS report did not provide any formal recommendations to Elected Members on a preferred site, 
rather it focused on providing a quantification as to the expected community benefit and the 
estimated financial cost for each option presented. 

 

SGS provided 9 possible options across both sites for Elected Members to consider. A summary of 
those options were as follows in Table 1 below per SGS’s report. 
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Table 1: Base Case and Options Framework – SGS Report December 2016 

Option Description 

1 Community hub at Main North Road (MNR) + relocation of depot (Base Case) 

2 Community hub at MNR + mixed use development + retention of depot at MNR 

2a Community hub at MNR + mixed use development + relocation of depot 

3 Community hub at MNR + new Civic Centre at MNR + retention of depot at MNR 

4 Community hub at MNR + new civic centre at MNR + mixed use development at MNR + 
disposal of Prospect Road site + retention of depot and MNR 

4a Community hub at MNR + new Civic Centre at MNR + mixed use development at MNR 
+ disposal of Prospect Rd site + relocation of depot 

5 Community hub at Prospect Rd + new Civic Centre at Prospect Rd + retention of depot 
+ sale of MNR site 

6 Community hub at Prospect Rd + new Civic Centre at Prospect Rd + retention of depot 
+ sale of MNR site + mixed use development at Prospect Rd. 

6a Community hub at Prospect Rd + new Civic Centre at Prospect Rd + sale of MNR site + 
mixed use development at Prospect Rd + relocation of depot 

 

Council engaged BRM Holdich (BRMH) to commission a report to “analyse and summarise the body of 
work undertaken by Prospect with regard to each of the elements above in order to inform a 
quantitative assessment to assist Elected Members in determining the preferred site and form of 
development”.   

 

The BRMH report was presented to Elected Members at the 24 January 2017 Council Meeting.  Based 
on the report prepared by BRMH, Council adopted Option 6a presented in Table 1.  

 

Extracts from the report prepared by the Administration for the 24 January 2017 Council Meeting 
highlighted the following: 
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A Community Reference Group (CRG) was formed at the 20 December 2016 meeting of the Project 
Executive Group (PEG). PEG is a specific project group made up of Elected Members, Council 
Administration and external contractors involved in the Project. A Terms of Reference was developed 
for the CRG which detailed their purpose to be as follows: 
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The composition of the CRG is to be made up of various community representatives. Per the Terms of 
Reference, the following stakeholders are to be included in the membership of the CRG: 

 

 
Since its meeting held 24 January 2017, Council have engaged various consultants to provide 
information necessary to develop a concept design for the Project for Elected Members to consider. 
For the purposes of this Prudential Report, the latest concept design and costings presented to Council 
for consideration at the 28 November 2017 meeting have been considered.  

 

A report has been presented to Council at least monthly since January 2017 detailing updates on the 
Project at Council Meetings and Workshops where consultant’s findings and recommendations have 
been presented. 

 

The total estimated cost of the Project is $17.67m plus additional temporary relocation costs at 
$0.39m.   
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A capital budget of $14m was adopted in Council’s Long Term Financial Plan (LTFP) which was included 
in the Annual Business Plan 2017 – 2018 (2018 ABP). At the 28 November 2017 Council Meeting, 
Council’s Administration presented an updated LTFP to incorporate recommended concept design and 
required borrowings to fund the construction cost. 

 

Funding for the $17.67m construction cost is outlined in Table 2 below: 

 
Table 2: Project Construction Cost Funding Sources 

Council Land/Property Sales $6.6 million 

External Borrowings $10.91 million 

Existing Cash Reserves $0.16 million 

Total $17.67 Million 

 

  

A review of the 2018 ABP document noted there was no specific reference to the total cost of the 
Project. Reference was only made to the projected spend in FY2018 being $3.5m. The construction 
cost of the Project included in the LTFP’s cash flow projections was $14m (FY2018: $3.5m, FY2019: 
$10.5m). 

 

The construction cost of the Project has now increased to $17.67m, being an increase of $3.67m since 
the 2018 ABP was adopted. Community consultation on the impact of the increased construction cost 
and borrowings on the LTFP has not been undertaken. 

 

The updated draft LTFP presented to Elected Members at the 28 November 2017 Council Meeting 
reported that Council will continue to meet its key financial targets with the inclusion of updated 
construction cost and increased borrowings.  

 

Included in the report prepared by the Administration for the 28 November 2017 Council Meeting, 
the following comments were provided in reference to the updated LTFP projections: 
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Based on revised modelling prepared by the Council’s Administration, it was concluded that the 
additional construction costs and borrowings required to fund the Project will not result in the Council 
failing to meet it key performance indicator benchmarks. 

 

Council’s Administration has engaged Bentley Chartered Accountants (Bentleys) to undertake an 
independent review and assessment of the accuracy of the LTFP model. This review engagement is 
scheduled to be completed in February 2018.   
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Notwithstanding that the Prudential Review has yet to be finalised, Council has commenced 
proceedings to sell 132-134 Prospect Road and Council Depot facilities (218 Main North Road and 82 
Johns Road). The proceeds from the sale of these properties is to be used to offset part of the Project 
construction costs.  

 

The sale of the Council Depot site will require Council to secure alternate facilities from which to 
operate its Depot operations. As at the time of preparing this Report, Council has yet to secure an 
alternate site. Various options are being considered by the Administration however site selection, 
relocation costs, ongoing operating costs and impact on existing operations have not been 
determined.  

 

The draft LTFP assumes annual Depot rent cost of $45,000 will be incurred to ‘lease’ an alternate 
facility and that ongoing annual savings of $25,000 in ‘efficiencies and cost savings’ will be realised 
from moving from the existing site.  

 

Upon reviewing the draft LTFP, the $25,000 annual savings modelled have not be quantified and 
therefore there is a risk that these savings may not be realised by Council. 

 

The concept designs for the project is the redevelopment of the existing City of Prospect Civic Centre 
located at 128 Prospect Road, Prospect. The concept design integrates the existing heritage listed 
Town Hall into the redeveloped centre.  

 

The Project has been designated the Community Hub, Library and Innovations Centre (CLIC). The CLIC 
consolidates all library and community services from the Thomas Street facility and existing services 
provided from the Prospect Road site into one multi-function facility. 

 

The CLIC is a proposed three story development with basement and undercroft parking facilities with 
the design integrating the existing Town Hall. The CLIC will be a mixed use facility that will house all of 
Council’s Administrative functions, library facilities, community meeting spaces and commercial 
tenancy options.  

 

Based on the latest concept designs, the ground floor is proposed to house gallery activities, library 
collection and associated services with additional community spaces to be provided on the first floor 
alongside Council administration space. The top floor is to house more Council administration space 
as well as offer commercial lease space.  

 

The CLIC is estimated to have a total area of 2,500sqm over three levels which incorporates 380sqm 
of commercial office space. 

 

Council’s draft LTFP assumes that an annual saving of $160,000 will be achieved by co-locating all 
Council services (excluding the Depot) to the new CLIC.  

 

Upon reviewing the draft LTFP, the $160,000 annual modelled savings have not be quantified and 
therefore there is a risk that these savings may not be realised by Council. 
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Council have engaged JPE Design Studio (JPE) to prepare concept designs for Council to consider that 
will accommodate all required services and facilities in the proposed CLIC. Council have also engaged 
Rider Levett Bucknall (RLB) to prepare cost estimates for the CLIC based on the JPE concept designs.  

 

Council has engaged Jim Allen & Associates (JAA) to provide external assistance to the Administration 
in overseeing the management of the Projects design, procurement and contract administration 
through the design and construction phase.  

 

The proposed concept design and cost estimated for the CLIC were presented to Elected Members at 
their Council Meeting held on 14 November 2017.  

 

RLB have estimated the construction cost to be $16,186,000 (excluding project management costs) 
based on the following exclusions from this cost estimate: 

 

- Professional fees 
- Relocation and decanting costs 
- Land and legal costs 
- Latent conditions and contaminated ground conditions 
- Future development site and / or plaza to rear of existing Town Hall 
- Vine Plaza and prospect Road public realm upgrade  
- GST 

 

RLB have also excluded the following costs form the Town Hall works: 

 

- Seismic upgrade 
- Asbestos removal 
- Re-roofing 
- Heritage façade restoration works (suggest $100K PC Sum) 
- Major acoustic upgrade 
- Additional Amenities  

 

Included within the $16,186,000 construction cost is a $740,000 provision to undertake a general 
refurbishment works in the Town Hall.  

 

For the purposes of this Prudential Review, the Project construction cost of $17.67m ($16.19m 
construction cost plus $1.48m project management costs) has been applied.  

 

Given the above excluded costs, once detailed concept designs have been developed and detailed 
costs have been prepared based on those designs, any additional costs are to be captured in the 
information presented to Elected Members. 

 

Should there be design changes this may also result in additional costs being incurred which will need 
to be also factored/funded. 

 

At
ta

ch
m

en
t

Attachment 23 171



 

 
City of Prospect 

Community Hub, Library & Innovation Centre Project 
(CLIC) 

Section 48 Prudential Report 

 

 

24 | P a g e  

Council must ensure that the design and quality of the facilities will meet today’s service standards 
expected by the community , as well as ensure that the design will meet the minimum 30 year life 
expectancy of the facility within the $17.67m construction cost estimate set for the Project. 

 

Once Council has endorsed a design for the Project (subject to Council endorsing the Project to 
proceed), a Development Application will need to be prepared.  

 

Key Development Application requirements such as traffic impact reviews and public consultation on 
the design of the facility may further be required. 

 

Subject to the Development Application being successful, it is expected that an open tender process 
for selecting the successful builder will need to be completed by in early 2018 to ensure that 
construction of the CLIC can be completed by August 2019 which is the deadline for moving out of the 
Thomas Street site.   

 

Council’s CLIC Project Lead Officer has prepared an initial Project Risk Register which was presented 
to the PEG meeting on 5 December 2017.  Given more work has been completed by external 
consultants since the Risk Register was developed, further updates should be made to the register and 
presented to Elected Members and the PEG when information is known or further risks identified 
during the course of the Project.   

 

A detailed Prudential Report has been prepared that addresses the key requirements of Section 48 of 
the Act for Elected Members and the Council Administration’s consideration.  

 

At
ta

ch
m

en
t

Attachment 24 172



 

 
City of Prospect 

Community Hub, Library & Innovation Centre Project 
(CLIC) 

Section 48 Prudential Report 

 

 

25 | P a g e  

 Prudential Report – Introduction  

1.1 Prudential Issues 

1.1.1 This report has been prepared in accordance with the requirements of Section 48 of 
the Local Government Act 1999 (the Act). 

1.1.2 As at the time of preparing this Report, Council was in the process of updating its 
Prudential Management Policy to present to Council for adoption.   

1.1.3 The Project meets the criteria necessary for Council to have a Prudential Report 
prepared, given that the total project cost is projected to exceed $4 million. 

1.1.4 John Jovicevic, Partner, Dean Newbery & Partners was engaged by Council to prepare 
the Section 48 Prudential Report.  

1.1.5 I have relied on the financial and technical information presented by Council’s 
Administration and reports provided by external consultants engaged by the Council.  

1.1.6 I have not undertaken due diligence work as to the financial or technical standing of 
the information presented for the purposes of preparing this Prudential Report.  

1.1.7 A draft of this report has been provided to Council’s Administration prior to being 
formally issued, to verify all facts and assumptions are accurate per information 
supplied for the purposes of preparing the Prudential Report. 

1.1.8 It is my understanding that Council’s Director Community & Planning is preparing a 
report (Administration’s Report) to be presented to Council. This report should be 
read in conjunction with this Prudential Report that outlines work carried out by the 
Administration to address information contained in this Prudential Report for Elected 
Members consideration.  

1.1.9 The Prudential issues required to be addressed in this report per Section 48 of the Act 
are: 

(a) the relationship between the project and relevant strategic management 
plans; 

(b)  the objectives of the Development Plan in the area where the project is to 
occur; 

(c)  the expected contribution of the project to the economic development of the 
local area, the impact that the project may have on businesses carried on in 
the proximity and, if appropriate, how the project should be established in a 
way that ensures fair competition in the market place; 

(d)  the level of consultation with the local community, including contact with 
persons who may be affected by the project and the representations that 
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have been made by them, and the means by which the community can 
influence or contribute to the project or its outcomes; 

(e)  if the project is intended to produce revenue, revenue projections and 
potential financial risks; 

(f) the recurrent and whole-of-life costs associated with the project including 
any costs arising out of proposed financial arrangements; 

(g) the financial viability of the project, and the short and longer term estimated 
net effect of the project on the financial position of the council; 

(h) any risks associated with the project, and the steps that can be taken to 
manage, reduce or eliminate those risks (including by the provision of 
periodic reports to the chief executive officer and to the council); 

(i) the most appropriate mechanisms or arrangements for carrying out the 
project. 

(j)  if the project involves the sale or disposition of land, the valuation of the 
land by a qualified valuer under the Land Valuers Act 1994. 

  

At
ta

ch
m

en
t

Attachment 26 174



 

 
City of Prospect 

Community Hub, Library & Innovation Centre Project 
(CLIC) 

Section 48 Prudential Report 

 

 

27 | P a g e  

2 Relationship Between the Project and Relevant Strategic Management 
Plans 

2.1 Strategic Management Plans 

2.1.1 Council is required per Section 122 of the Act to develop and adopt Strategic 
Management Plans.  

2.1.2 With relevance to this Project, Council’s Strategic Management Plans are required to 
address the following matters: 

2.1.2.1 Identify the principal activities that the council intends to undertake to 
achieve its objectives (Section 122(1)(b)). 

2.1.2.2 Council’s Strategic Management Plans are required to address strategic 
planning issues within the area of the council, with particular reference to 
(and in a manner consistent with) the Planning Strategy and set out the 
council’s priorities for the implementation of planning policies (Section 
122(2)(a)). 

2.2 City of Prospect Long Term Financial Plan 2018 - 2027   

2.2.1 The Council’s Administration has adopted the LTFP for the period FY2018 – FY2027 as 
part of the 2018 ABP and Budget process. 

2.2.2 Council undertook public consultation of the FY2018 Budget and LTFP with the 
Project included in the document. 

2.2.3 Within the 2018 ABP, the following reference is included regarding the Project: 
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2.2.4 The LTFP projects the key financial performance indicators and targets for the period 
FY2018 to FY2027 in accordance with the requirement of Section 122 of the Act. 

2.2.5 Included in the financial estimates contained within the adopted LTFP is the 
development of the CLIC at a total construction cost of $14 million. 

2.2.6 Specific reference to the amount projected to be spent on the Project within the ABP 
was not referenced beyond FY2018 which noted that $3.5m would be spent. 
Additional capital works were included in LTFP capital expense projections however 
no further mention of the financial contribution required by Council was made. 

2.2.7 The 2018 ABP references the CLIC web site so users can be directed where to find 
additional information should they wish about the project.  

2.2.8 Given the change in scope and construction cost for the CLIC since the 2018 ABP and 
LTFP were adopted, an updated draft LTFP incorporating the latest financial 
information on the Project has been completed by the Council Administration. The 
updated draft LTFP was presented to Elected Members at their 14 November 2017 
Council Meeting.   

2.2.9 The estimated construction cost of $17.67m has now been included in the draft LTFP. 
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2.2.10 Increased borrowings of $2.25m required to fund construction costs have also now 
been reflected in the draft LTFP.  

2.2.11 The Project is in line with the strategic objectives detailed in Council’s draft LTFP.  

2.2.12 Feedback received from community consultation on the revised scope of the 
Project as included in the draft LTFP will need to be considered by Elected Members 
when considering whether to proceed with the Project. 

2.2.13 It was noted that Council’s Infrastructure & Asset Management Plan (IAMP) could not 
be found on the Council’s web site. Upon investigating this matter with the Council’s 
Administration, it was reported that the IAMP was retracted during the 2018 ABP 
adoption process and it is being updated as at the time of preparing this Report. As 
advised by Council’s Administration, the IAMP is expected to be presented to Council 
in early 2018 for readoption. Council should ensure that this matter is addressed as a 
matter of high priority to ensure compliance with the requirements under the Act. 

2.3 Strategic Plan to 2020 (Strategic Plan) 

2.3.1 In line with reports prepared for the Council relating to the Project, Council’s 
Administration have summarised the following links between the Project and 
Council’s Strategic Plan: 
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Reference: Item 15.2 – Project Update – Community Hub, Library & Innovation Centre (CLIC) report – 28 
November 2017 Council Meeting Agenda  
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2.3.2 The Project is in line with the strategic objectives detailed with the Strategic Plan. 
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3 Objectives of the Development Plan in the Area where the Project is to 
Occur 

3.1  Development Approval 

3.1.1 The development site is located at 128 Prospect Road, and situated within the Council 
zone. The proposed site is the current Council Civic Centre. 

3.1.2 Council’s CLIC Project Lead officer has advised that the Council’s Administration has 
assessed that a Development Application for the site would be categorised as a 
Category 2 Development which will require public notification.   

3.1.3 Council has engaged JPE and JAA to assist with preparing the Development 
Application. Council’s Administration will undertake the initial assessment and 
prepare the necessary reports to be submitted to Council’s Development Assessment 
Panel (DAP).  

3.1.4 Should there be any variations to the scope of the Project or additional projects to be 
carried out in the Project’s precinct, would be subject to separate potential 
Development Assessments and deliberation by Council.  

3.1.5 Council’s Administration have advised that further work may be required to 
undertake a traffic impact review for the Project which will be included as part of the 
Development Application process.  

3.1.6 As at the time of preparing this Prudential Report, a Development Application has not 
been completed for the Project. A Development Application will need to be prepared, 
submitted and approved prior to the construction phase of the Project can 
commence.  

3.1.7 As part of the risk assessment completed by the Council’s Administration for this 
Project, there is an assessed ‘Unlikely’ risk rating (Risk Number 20) recorded against 
the risk that the ‘There is a risk that the design of the new facility does not meet 
planning policy, resulting in delays in achieving development approval (or negative 
community sentiment if approved)’.   

3.1.8 Should Risk 20 actually be realised, the Council’s Administration have rated the 
consequence of the risk as being ‘Catastrophic’ to the Project and therefore, 
appropriate mitigating controls must be operating at all times to ensure this risk is 
appropriately managed.   

3.1.9 Given Council have engaged external consultants to assist with the design 
development and Development Application process, the Council’s assessed risk for 
this aspect of the Project is deemed appropriate.  
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3.2 Development Approval – Consenting Authority  

3.2.1 Council has obtained a ruling on 27 February 2017 from the Minister for Planning 
advising that the City of Prospect Development Assessment Panel is the relevant 
authority for the development application.   
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4 The Expected Contribution of the Project to the Economic Development of 
the Local Area, the Impact that the Project may have on Businesses Carried 
on in Proximity and if Appropriate, how the Project should be established in 
a way that Ensures Fair Competition in the Market Place 

4.1 Contribution of the Project to Economic Development 

4.1.1 The main objective of the Project is to delivery of community services, library facilities 
and provide accommodation for Council’s administrative services.    

4.1.2 The total Project construction cost is estimated by Council’s Administration to cost 
$17.67m (excluding temporary relocation costs).  

4.1.3 Capital works is to be predominantly undertaken by external contractors, engaged 
and contract managed by Council’s Administration. 

4.1.4 The Project is expected to generate economic and employment multiplier benefits to 
the broader economy during the construction phase of the Project. 

4.1.5 Based on the Project’s capital expenditure estimate, together with estimates of 
potential employment benefits with other similar sized projects, it is estimated that 
between 150 – 200 jobs will be created/sustained during the construction phase. 

4.1.6 As at the time of preparing this Prudential Report, the Administration were 
undertaking an assessment of staff resource needs across all the operations of the 
facility to address future staffing level requirements. This will be highly dependent on 
the final design and services that will offered from the facility (e.g. operating hours or 
community facilities and programs). 

4.1.7 The Project is not expected to provide any further short to medium term employment 
opportunities within the Council.  

4.1.8 As the final design of the Project has not been completed nor has expression of 
interests been sought from the market to lease the available commercial lettable 
area, an assessment of the estimated economic impact with the addition/relocation 
of additional commercial operators within the precinct has not been considered as 
part of this Prudential Report.  

4.1.9 Within the design of the Project, consideration will need to be made by Council as 
to the extent of commercial lettable area it is expecting to provide and what the 
level of demand will be for this opportunity by private businesses in the precinct. 

4.1.10 Advice sought from Knight Frank Australia (KFA) in November 2017 noted that the 
availability of 380sqm of new office space in Prospect would “be well received and 
that the space would be leased to quality local professional businesses”. 
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4.1.11 KFA also importantly noted that “further design work needs to be undertaken on the 
lift/ entrance foyer as the private tenants will not want to enter their office space via 
the library and afterhours security will need to be provided”. 

4.1.12 Any commercial lease agreement should be based on commercial market rates and 
terms relative to the local area.  

4.2 Impact that the Project may have on Business Carried on in Proximity 

4.2.1 The projected operating revenue from leasing the commercial space have been 
included in the draft LTFP.  

4.2.2 The development of the Project will result in the delivery of a modern, accessible 
community library and Civic centre that will offer high quality community meeting 
spaces, library services and Council Administration facilities.  

4.2.3 The commercial space available for lease may have an impact on other privately 
operated commercial office property owners operating within the area.   

4.2.4 The potential introduction of the commercial office space may result in either existing 
businesses operating within the region relocating to the CLIC or the Council 
competing with existing vacant sites for new tenants entering the Prospect region.  

4.3 How the Project should be Established in a way that Ensures Fair Competition in the Market 
Place 

4.3.1 Given the issue raised in 4.2.4 above, Council must consider the principles of 
competitive neutrality under the Government Business Enterprises (Competition) Act 
1996 in deciding whether to operate a commercial office facility which may be in 
direct competition with private operators. 

4.3.2 As stated in Section 4 of the Statement on the Application of Competition Principles 
to Local Government Under Competition Principles Agreement (the Agreement), ‘The 
objective of competitive neutrality is to eliminate those competitive advantages, 
either by the removal of the advantage or by applying some surrogate which 
neutralises the advantage (e.g. a tax equivalent regime, debt guarantees fee)’.  

4.3.3 A business activity under the Agreement is defined as follows (extract direct from the 
Agreement) : At
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4.3.4 The Agreement also the stipulates the following with respect to the categorisation of 
‘significant’ business activities (extract direct from the Agreement): 

 

4.3.5 The Project therefore may be constituted as a Category 2 ‘significant business 
undertaking’ and accordingly there is an obligation of Council to consider whether 
there are any competitive neutrality principles to be factored into the operations of 
the Centre.  
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4.3.6 The application of competitive neutrality principles is designed at ensuring significant 
business undertakings of publicly owned entities (e.g. Councils) compete fairly in the 
market with private sector operators.  

4.3.7 To ensure competitive neutrality issues are addressed, Council must ensure that any 
commercial tenants are charged a commercial market rate and on normal 
commercial terms. 

4.3.8 Council’s draft LTFP factors in revenue projections based on market rates provided by 
KFA. 

4.3.9 Council must consider whether competitive neutrality principles will need to be 
applied and ensure it has appropriate systems to identify costs associated with the 
operations so as to be able to assess whether there is any benefit associated with 
the proposed activities as result of public ownership.  
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5 The Level of Consultation with the Local Community, Including Contact with 
Persons who may be Affected by the Project and the Representations that 
have been Made by them, and the Means by which the Community can 
Influence or Contribute to the Project or its Outcomes 

5.1 Community Consultation – 2018 ABP 

5.1.1 The Project was included as part of the 2018 ABP documents and financial projections 
included in the LTFP attached the draft FY2018 Council Budget.  

5.1.2 Council endorsed the public consultation process at its meeting held on 9 May 2017. 
Public consultation concluded on 6 June 2017. 

5.1.3 The following community consultation strategy was endorsed by Council: 

Reference: Item 3.1: Draft Annual Business Plan and Budget 2017 -2018 Report – 9 May 2017 Council 
Meeting Agenda Papers 

 

5.1.4 Council’s 2018 ABP and LTFP incorporated the original estimated $14m capital 
(construction) expenditure projected commence in FY2018 and concluded in FY2019.  

5.1.5 Council’s Audit Committee reviewed the draft LTFP and 2018 ABP at its 13 June 2017 
meeting. 

5.1.6 Given the Project has increase in expected cost since the 2018 ABP and LTFP was 
consulted with the community, an update to the LTFP has been undertaken and 
presented to Council at the 14 November 2017 Council Meeting with the updated 
Project cost estimates and required borrowings included. 
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5.1.7 Council established the CLIC CRG in December 2016. The CFG comprises of members 
who represent a wide group of community stakeholders within the Council region. 

5.1.8 On 25 October 2017, the CFG met to consider presentations on the concept design 
and costings associated with the Project based on a $16.19m build (excluding project 
management and temporary relocation costs). 

5.1.9 As a result of the CRG considering the revised Project scope, design and cost, the 
Council’s Administration noted in their report presented at the 14 November 2017 
Council Meeting that within the CRG, “There was general agreement that the 
projected cost is a good balance between aspiration and affordability”. 

5.1.10 Council have not at this stage of the Project undertaken specific public consultation 
outside of the CRG regarding the revised costs estimates for the Project. Further 
consultation with the local community may be required by Council if it deems that 
insufficient consultation has been undertaken on the revised Project cost estimate. 

5.1.11 Further consultation over Council’s Infrastructure and Asset Management Plan 
(IAMP) may also be deemed necessary given the CLIC will be the highest value single 
asset being managed by the Council. Given the material impact the IAMP has on the 
LTFP, consultation over the IAMP may also be deemed required to ensure that 
community service standards will/are being met.  

5.1.12 Council has held multiple Workshops and Council Meetings where the public have 
access to attend to hear briefings on the Project as well as afforded opportunities to 
provide feedback on the Project since the 2018 ABP was adopted.  

5.1.13 Per Council’s Community Engagement and Consultation Policy, the project would be 
classed as a Level 3 ‘Subject Matter” and deemed a “Major Project”. Accordingly, the 
Policy considers the following techniques are required with respect to consultation 
on a Level 3 Subject Matter: 
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5.1.14 From the above list of activities noted per the Policy, the Council has undertaken the 
following consultation on the Project: 

5.1.14.1 Developed a standalone web site reference to advertise Project 
information and allow ease of access to Project documentation 
being considered by Council. Ability to provide feedback 
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directly to Council on any views, concerns or queries relating to 
the Project should the public wish. 

5.1.14.2 Undertaken regular Workshops where the project has been 
discussed and provided access to the community to attend to 
be informed and provide feedback should they wish. 

5.1.14.3 Provided on-line video recordings of Council Meetings 
accessible via Council’s web site that enable the public to watch 
and listen to Elected Members deliberate on information 
presented for the Project. 

5.1.14.4 Established a Community Reference Group (CRG) consisting of 
14 members of the local community. Meetings are open to the 
public and feedback from the meetings are provided to the 
Administration and Elected Members. 

5.2 Community Consultation – CLIC Web Site 

5.2.1 Council developed a standalone web site for the public to be kept informed about the 
Project, access key documents and allow access to submit feedback directly to 
Council. The web page is connected to the main web site of the Council. The web site 
is an ‘engagement hub’ for Council to report directly on the Project. It can be accessed 
via the following link:  www.cityofprospect.engagementhub.com.au   

5.2.2 Feedback received via the web site is provided to all key stakeholders involved in the 
Project including the Council Chief Executive Officer, PEG, CRG and Elected Members.   

5.2.3 The interactive nature of the web site which is dedicated solely to the Project enables 
real time consultation with the community on all Project developments as they occur 
as well as provide ease of access to any interested parties to access key documents 
and information on the Project.  

5.2.4 It was noted that as at the time of preparing this Report, the web site needs to be 
updated given key information had not been uploaded since approximately October 
2017. 

5.3 Community Consultation – LibraryPLUS Project 

5.3.1 At the 24 May 2016 Council Meeting, Council’s Manager Library Services presented a 
report that outlined the feedback received from community consultation undertaken 
on the LibraryPLUS concept project. 

5.3.2 The consultation was undertaken between January – March 2016. Council received 
503 responses providing feedback on the communities aspirations for a new library 
facility. 

5.3.3 The outcomes and responses received from this community consultation process was 
used to further refine the communities aspirations in a new facility. 
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5.3.4 As a result of community consultation process, Council’s Manager Library Services 
highlighted the following outcomes from the community consultation process in their 
report submitted to Council at the 24 May 2016 Council Meeting. 

Reference: Item 15.2: LibraryPLUIS – Consultation Feedback and Library Tour Notes: 24 May 2016 
Council Meeting Agenda Papers 
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5.3.5 87% of respondents accessed or visited the Council’s library services which 
demonstrated the high demand for these services by respondents. 

5.3.6 Respondents also expressed a recommendation for opening hours to be extended 
which is a matter for the Elected Members to take into account when considering 
design options and ongoing running costs of the CLIC.  

5.3.7 Elected Members and Council Administration undertook site visits and tours to 
various locations to review other facilities to better understand what services are 
offered, layout and service delivery options and costs involved with the construction 
of various different types of facilities. 

5.3.8 A library tour was also undertaken by Elected Members and Council staff to tour four 
metropolitan libraries on 2 February 2016. The following facilities were visited: 

5.3.8.1 Walkerville Library (Town of Walkerville) 

5.3.8.2 St Peters Library (City of Norwood, Payneham & St Peters) 

5.3.8.3 City Library (City of Adelaide) 

5.3.8.4 Cove Civic Centre – Hallet Cove (City of Marion) 

5.3.9 Elected Members and staff also toured the following library facilities in Melbourne, 
Victoria on 29 February 2016: 

5.3.9.1 Melton Library & Learning Hub (Melton City Council) 

5.3.9.2 Braybrook Community Hub (Maribyrnong City Council) 

5.3.9.3 Library @ the Dock (City of Melbourne) 
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5.3.9.4 Melbourne City Library (City of Melbourne) 

5.3.9.5 Kathleen Syme Library & Community Centre (City of 
Melbourne) 

5.3.10 Elected Members and staff attended a tour of the following sites and Adelaide 
metropolitan libraries on 19 April 2016: 

5.3.10.1 Civic Centre, Prospect Oval precinct and depot site (City of 
Propsect) 

5.3.10.2 Strathalbyn Library (Alexandrina Council) 

5.3.10.3 Coventry (Stirling) Library (Adelaide Hills Council) 

5.3.10.4 Burnside Library (City of Burnside) 

5.3.10.5 Campbelltown Library (City of Campbelltown) 

5.3.11 As a result of work undertaken for the LibraryPLUS exercise, the feedback received 
from community consultation provided the basis for further refining the community 
aspirations in a new library facility. The engagement of the Elected Members and 
Administration in undertaking reviews of other sites to gain an appreciation of other 
alternate facilities already operating provided insight into the potential opportunities 
and challenges that Council could face in developing a new site.  
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6 If the Project is Intended to Produce Revenue, Revenue Projections and 
Potential Financial Risks 

6.1 Revenue Projections from the Project 

6.1.1 The development of the Project will create opportunities to generate revenues from 
the following activities: 

6.1.1.1 Commercial Lease Fees 

6.1.1.2 Sale of 132 – 134 Prospect Road, Prospect 

6.1.1.3 Sale of 218 Main North Road & 82 Johns Road, Prospect 

6.1.2 Other revenues in the form of Hall Hire and booking fees for available community 
spaces within the CLIC and Town Hall have not been considered given the assumption 
that these are not ‘new’ forms of revenue to be generated. 

6.1.3 Per Council’s draft LTFP, it is estimated that the commercial lease fee will be $120,000 
per annum commencing from FY2021.  

6.1.4 The commercial lease fee is based on an estimated $315sqm lease fee which is in line 
with estimated provided by KFA in November 2017 as to a market rate rent for the 
precinct. 

6.1.5 In reviewing the draft LTFP, it was identified that revenues from the potential 
recovery of ‘outgoing’ expenses relating to the commercial tenancy have not been 
factored into the draft LTFP.  As at the time of preparing this Report, the 
Administration have not undertaken an assessment to determine what costs would 
potentially be recoverable nor the financial value.  

6.1.6 A review of the draft LTFP also identified that no increase in Rates income has been 
projected as a result of the sale of properties noted in 6.1.1.2 and 6.1.1.3. An 
assessment of potential Rates income to be charged has not been done by the 
Administration as at the time of preparing this Report.  

6.1.7 Commercial lease revenue assumptions in the draft LTFP assume 100% occupancy 
of the facility at the commencement of FY2021. 

6.1.8 Settlement of both property sales is also assumed to occur in FY2019 and 
accordingly, any delay in settlement may result in additional short-term funding 
requirements to meet any Project costs.   

6.1.9 As at the time of preparing this Report, Council had not been granted permission 
by the Minister for Local Government to revoke the Community Land designation 
recorded on a title at the Main North Road site. Prior to being able to settle on this 
property, should Council wish to proceed with the sale, it will need to have this 
designation revoked.  
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6.1.10 Ongoing monitoring of the key assumptions and estimates included in the draft LTFP 
projects should be regularly undertaken through future updates to any Project 
financial modelling and in future updates of the Council’s LTFP and Budget process. 

6.2 Potential Financial Risks 

6.2.1 In December 2017, Council’s Administration finalised a review of identified financial 
risks for the Project. Given the early planning stages of the project, the risk 
assessment completed focus was primarily on the design and construction of the 
Project.  

6.2.2 Council’s risk assessment has recorded a risk rating of “High” regarding the potential 
risk that Project cost projections are not accurate and the negative impact this has on 
the draft LTFP. An extract from the Risk Register documents the following risk: 

 

6.2.3 This demonstrates the importance of ensuring that Council has sound established 
practices prior to going out to tender for detailed design development, 
procurement and contract management practices to minimise the risk of cost 
variations and blow outs. 

6.2.4 Risks relating to outstanding matters noted in this Prudential Report need to be 
considered and factored into future updates to Council’s Risk Register. In particular, 
risks relating to financial aspects of the Project should be further considered: 

6.2.4.1 Relocation and operations of Depot operations from an alternate 
site. 

6.2.4.2 Accuracy in costs relating to the temporary relocation of all Council 
staff and operations during construction phase. 

6.2.4.3 Unquantified savings included in the draft LTFP relating to co-
location of Civic Centre and relocation of Depot operations not 
being realised 

6.2.4.4 Project management costs are higher than the 9% cost of capital 
rate estimated. Project management costs are calculated based on 
a ‘rate on the total capital cost’. Should either the rate applied (9%) 
or the total construction cost ($16.19 million) change, this will 
affect the total estimated Project Management Costs charged to 
the Project. 
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6.2.5 The potential inherent High financial risks associated with the Project can be 
summarised as follows: 

6.2.5.1 Higher capital expenditure incurred during construction phase that 
results in higher level of funding (e.g. either by external borrowings, 
utilising existing cash reserves or a combination of both). This will 
lead to high borrowings costs or lower rates of return on cash 
reserves invested as well as higher future depreciation charges to be 
funded through the annual budgetary process. 

6.2.5.2 Interest rates are higher than projected resulting in higher 
borrowing costs. 

6.2.5.3 Revenue projections are below forecast. 

6.2.5.4 Operating costs exceed projected budget. 

6.2.5.5 Design issues with the facility lead to the need make further 
modifications (i.e. obsolescence of facility earlier than expected).  

6.2.5.6 Omission of costs not identified in cost estimates of the LTFP that 
require to be funded.  

6.2.6 Council has effective internal controls over the management of its Budget and strategic 
management plans and accordingly, appropriate mitigation controls in place to monitor 
financial risks associated with the Project. 

6.2.7 As noted in 6.1.10, ongoing monitoring and review of all estimates and assumptions applied 
for the Project must be regularly monitored and any adverse matters addressed in a timely 
manner through the ongoing Budget review and update to Council’s LTFP processes. 
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7 The Recurrent and Whole-of-Life Costs Associated with the Project Including 
and Costs Arising Out of Proposed Financial Arrangements  

7.1 Financial Overview 

7.1.1 Council will own and maintain all assets constructed as part of the Project.  

7.1.2 To fund the Project, the Administration reported at the 14 November 2017 Council 
Meeting a forecasted one-off increase in Rates of 0.9% to 3.65% plus Growth (up from 
2.75%).  This represents a 0.9% increase in Rates above the LTFP target range of 2.75% 
plus Growth. 

7.1.3 From FY2020 onwards, Council’s Administration reported that they have forecasted 
Rates income increases to return back to resume at annual 2.75% plus Growth 
increases.  

7.1.4 The one-off forecasted increase in Rates in FY2019 will result in a ‘base line’ increase 
in Rates income that will flow into Year 2 -10 of the LTFP in perpetuity and become a 
permanent Rates increase.   

7.1.5 A review of the key assumptions included in the draft LTFP model revealed the 
following assumptions have been applied as per Table 3 below. 

Table 3: Draft LTFP Key Assumptions – Forecasted Growth and CPI Data 

Financial 
Year 

Forecasted 
Rate of Growth 

(%) 

Forecasted CPI 

(%) 

Projected Rates 
Income 

($) 

Projected 
Increase in 

Rates Income 
(%) 

2018 3.75 0.9 19,993m - 

2019 4.65 1.3 20,923m 4.65 

2020 3.75 1.6 21,708m 3.75 

2021 3.75 1.9 22,522m 3.75 

2022 3.75 2.3 23,367m 3.75 

2023 3.75 2.5 24,243m 3.75 

2024 3.75 2.6 25,152m 3.75 

2025 3.75 2.8 26,095m 3.75 

2026 3.75 2.9 27,074m 3.75 

2027 3.75 3.0 28,089m 3.75 
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7.1.6 Council’s Administration have engaged Bentley Chartered Accountants to undertake 
a review of all the draft LTFP model to test that all key assumption sand estimates 
have been correctly reflected in the draft LTFP. This work is expected to be completed 
by February 2018 with all findings are to be reported to Council’s Audit Committee 
and Elected Members. 

7.1.7 RLB have estimated the total construction cost of the Project to be $16.19m. That 
estimate does not include project management costs which are estimated to be 9% 
of the construction cost. 

7.1.8 For the purposes of this Prudential Report, a total capital construction cost of 
$17.67m has been factored, which is consistent with the total estimated construction 
cost per the draft LTFP. 

7.1.9 Given Council’s lease on the Thomas Street Library is due to expire in August 2019, 
the anticipated deadline to have the construction of the CLIC completed is to coincide 
with the lease expiring.  

7.1.10 Council’s Administration will need to ensure that the final design of the CLIC and 
any ancillary capital works required to construct the facility fits within the allocated 
Project budget of $17.67m.  

7.1.11 RLB have included a $395,000 (or 2.5%) allowance in the construction cost for 
potential future movement in construction costs assuming completion in “Mid 2019”.   

7.1.12 RLB have included a $900,000 allowance for “Loose Furniture and Fittings” and for 
“Active ICT / AV / Telephony” costs within the construction cost.  

7.1.13 The Administration has yet to undertake an assessment of what works are required 
for fit-out the CLIC and equipment required to house the Administration, library and 
other services. These costs will need to be identified before the detailed design has 
been completed to enable a cost estimate to be prepared and included in the LTFP. 
The draft LTFP currently does not allow for any additional CLIC fit-out costs. 

7.1.14 Cost estimates provided by RLB have been as of 9 November 2017 and presented to 
Council in Attachment 20 within the 14 November 2017 Council Agenda papers.   

7.1.15 In noting the cost estimates and assumptions provided by RLB, Council’s 
Administration will need to consider the method of procurement for the different 
elements of the Project (e.g. one contract awarded for the entire construction or 
separate contracts for different elements). 

7.1.16 Depending on the method of procurement, this could also have impacts on the 
financial risks and outcomes of the Project compared to the assumptions applied by 
RLB in their construction cost estimate.  

7.1.17 Council has engaged JAA to “lead the design and documentation of building (in 
consultation with Council), and subsequently manage the building’s construction 
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through completion and delivery, including all components of the tendering process 
and contract administration”. 

7.1.18 In discussions with Council’s Manager Financial Services, JAA’s costs are factored in 
the Project Management costs estimated for the Project. 

7.1.19 Costs associated with the engagement of JAA and JPE have not been factored into 
the RLB estimates and accordingly, Council’s Administration must ensure that 
sufficient budget allocation has been included in relevant financial years for JPE’s 
ongoing services.  

7.1.20 Council also has not made any financial provisions for potential site contamination 
issues that may arise. Should any contaminations be identified on the site, this may 
result in further costs to the Project to be funded. 

7.2 Funding Capital Construction Costs 

7.2.1 Per the draft LTFP, the funding for the capital cost of the Project is expected primarily 
to be met through the utilisation of external borrowings and sale of existing Council 
properties. 

7.2.2 A summary of the capital construction cost funding included in the draft LTFP is 
summarised in Table 4. 

Table 4: Summary Sources Funding – Capital Construction Costs 

Source of Funding 
Estimated Financial Contribution 

($) 

Sale of Council Properties $6.60m 

External Loan Borrowings 10.907m 

Existing Cash Reserves $0.163m 

Total Capital Construction Cost $17.67m 

 

7.2.3 Council’s draft LTFP includes additional borrowings of $10.907m to be drawn down 
to fund the capital construction cost.  

7.2.4 Council will also need to successfully dispose the Main North Road and Prospect Road 
properties for a minimum net $6.6m (combined).  

7.2.5 Any increase in the Project’s costs could see increased requirement for future 
borrowings or potential rate increases and accordingly, potentially adversely 
impacting future funding requirements of Council.  
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7.3 Cost of Financial Arrangements – External Borrowings 

7.3.1 The following key estimates and assumptions regarding external borrowings have 
been included in the draft LTFP: 

7.3.1.1 Funds to be sourced from the Local Government Finance Authority of South 
Australia (LGFA). 

7.3.1.2 Fixed interest rate of 4.4%. 
 

7.3.1.3 Repayment of loan over a 15 year period. 

7.3.1.4 Loan instalments paid on six monthly repayment frequency. 

7.3.2 Over a 15 year fixed loan period, the total interest payable on the required 
borrowings amounts to approximately $3.378m.  

7.3.3 There is a risk that future Council Rate increases may be required to be greater than 
the forecasted amount per Council’s LTFP, should interest rates on borrowings be 
greater than the projected 4.4% as at the time of drawing down on the required 
funds. 

7.3.4 Council’s draft LTFP also forecasts additional $1.9m in external borrowings in FY2021 
(Year 4) which is not tied to any specific Project. Borrowings appear to be required to 
partly fund capital renewal costs for that year. An assumption in the draft LTFP is that 
interest rates will remain at 4.4% in FY2021.  

7.3.5 Should interest rates increase (which there is a real chance they will not remain at 
the rate estimated), this may result in additional interest costs that will need to be 
funded.  

7.3.6 A risk has been identified in 7.1 where should the construction cost of the Project 
exceed the estimated costs or additional costs incurred for variations to the Project 
scope, there may be a requirement to increase the level of borrowings required, 
which would potentially require higher than expected rate increases.  

7.3.7 To mitigate and monitor risks identified, regular updates (recommended to be 
undertaken annually) of Council’s LTFP should be undertaken by Council’s finance 
staff, to factor any movements in market conditions or changes in the timing of the 
expected scope of works.   

7.3.8 Regular updates to Council’s LTFP will ensure that Council is made aware of any 
changes in the key assumptions and estimates relating to the funding requirements 
for the Project.   

7.4 Whole-of-Life Costs Associated with the Project 

7.4.1 The recurrent operating cost (including depreciation of the new facility, plant and 
equipment) have been included in Council’s LTFP for the 10 year period – not being 
the required ‘whole of life period’ for the Project. 
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7.4.2 Updated whole-of-life costs based on the revised capital cost for the entire Project 
have not been prepared by the Administration as at the time of preparing this 
Prudential Report.  Key building materials, plant, equipment and IT infrastructure will 
need to be replaced or upgraded in a future period outside the 10 year period of the 
current LTFP. 

7.4.3 The future funding and replacement of the equipment and structures is a matter that 
should be noted by Council for this Project and factored into future updates of the 
Council’s IAMP. 

7.4.4 Given the projected long life span of the assets being constructed, the required 
services and amenities at the site in potentially 30 years’ time may well be 
significantly different than that of today. 

7.4.5 Appropriate planning in the concept design phase of the Project (currently being 
undertaken by the Administration) to factor in design options that allow for 
potential modifications and/or expansion of the services is recommended to 
maximise the utility of the site and Council’s investment in the Project (e.g. design 
that compliments the ability to reconfigure the internal space used, make 
modifications to the internal fitout of the facility, modify traffic flow in and around 
the CLIC, etc.).  

7.4.6 The Project’s capital costs and on-going operating costs for the first ten years of the 
Project have been included in Council’s LTFP. 

7.4.7 Council’s Administration have estimated that an annual operating savings of 
$160,000 per annum will be made as a result of the CLIC development. As previously 
noted within this Report, specific cost savings have not been identified in the draft 
LTFP and therefore remain unquantified and as such unrealised.   

7.4.8 Council’s Administration have estimated that an annual operating savings of $25,000 
per annum will be made as a result of relocating depot operations. As previously 
noted within this Report, specific cost savings have not been identified in the draft 
LTFP and therefore remain unquantified and as such unrealised.   

7.4.9 Building running costs for power, water, maintenance, security, etc. have all 
assumed to remain the same as currently being incurred at the current Prospect 
Civic Centre. The Administration have not undertaken an assessment as to what 
potential additional running costs would be for the facility given the concept design 
has only been presented in November 2017.  

7.4.10 As noted in 5.6.3, community consultation undertaken on the LibraryPLUS concept 
identified a desire by respondents for the opening hours to be extended and 
accordingly, should opening hours be extended beyond what is currently be offered, 
this may result in additional running costs for the CLIC in the form of labour costs and 
building running/maintenance costs. These costs have not been factored into the 
draft LTFP.  
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7.4.11 Further work is required to investigate and estimate ongoing daily running costs of 
the CLIC which will be highly dependent on factors such as the final design and 
expected operating hours which remain unknown as at the time of preparing this 
Report. 

7.4.12 Annual depreciation charges equal to 3.1% on cost of construction have been 
factored into the draft LTFP.  

7.4.13 No additional allowance for annual maintenance costs has been factored into the 
annual operating costs. 

7.4.14 Council must consider that in undertaking the Project, there may be an expectation 
that one day the facilities will need to be replaced at the end of life and Council will 
need to fund the replacement of the facilities should it wish to remain in the same 
location.  

7.4.15 Key assumption in the above estimated whole-of-life costs is that depreciation 
charged at a rate of 3.1% or approximate 32 year life basis for all assets. Practically, 
some components of the Project will have a life less than 30 years (e.g. AV equipment, 
some internal fitout materials, etc.) and therefore this will need to be replaced and 
will add to the above estimated ‘whole-of-life cost’. 

7.4.16 I have assumed for the purposes of this Prudential Report that all assets are 
recognised on a Depreciated Replacement Cost (DRC) basis for Australian Accounting 
Standard treatment purposes and depreciated on a straight-line method basis.  

7.4.17 As advised by Council’s Finance Department, Building assets are to be recognised as 
‘Level 3’ assets for valuation purposes under Australian Accounting Standard (AASB) 
13 Fair Value Measurement.   

7.4.18 Given the Project is not intended to make a profit and Council will annually be 
required to fund the operating costs associated with running the CLIC, ongoing 
monitoring over the CLIC’s running costs is required to mitigate the risk of Council 
incurring greater costs than projected that are currently not funded in the draft 
LTFP.   
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8 The Financial Viability of the Project, and the Short and Long Term 
Estimated Net Effect of the Project on the Financial Position of Council 

8.1 Financial Viability of the Project 

8.1.1 Given that the Project is a ‘not-for-profit’ undertaking, this requirement is not 
applicable for the Project. 

8.1.2 As highlighted in Section 7 above, given the whole-of-life consideration of the Project, 
the life of the majority of assets is estimated to be at least 30 years. There will be 
ongoing costs to Council that will eventually need to be funded beyond the 10 year 
(prescribed) life of the LTFP. 

8.1.3 Future updates to the LTFP should reflect the ongoing costs of the Project, so future 
funding requirements (both capital and operating) are known and addressed by the 
Council. 

8.1.4 Section 7 above details the annual costs that the Council is estimated it will be 
required to fund given projected revenues from the Centre’s operations will not be 
sufficient to meet all annual operating costs (including for depreciation). 

8.2 Short and Long Term Estimated Net Effect of the Project on the Financial Positions of the Council 

8.2.1 Council has established a range of financial indicator targets that measure its financial 
performance. In the draft LTFP, the range of targets have been summarised in Table 
5 below. 

Table 5: Summary LTFP Financial Indicator Targets 

Proposed Financial Indicators 

(Draft LTFP) 

Council Target 

Operating Surplus Ratio (1)% - 15% 

Net Financial Liabilities Ratio 10% - 90% 

Asset Sustainability Ratio 100% – 120% 

 

8.2.2 With the inclusion of the Project in the draft LTFP, Council is projected to record the 
following result for each LTFP Key Financial Indicator as shown in Table 6. 
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Table 6: Draft LTFP Forecasted Key Financial Indicators 

Financial 
Year 

Operating Surplus 
Ratio 

(%) 

Net Financial 
Liabilities Ratio 

(%) 

Asset 
Sustainability 

Ratio 

(%) 

2018 1.2 56 232 

2019 0.4 84 369 

2020 (2.4) 82 91 

2021 (0.4) 81 89 

2022 0.0 75 94 

2023 2.0 66 89 

2024 3.3 56 83 

2025 5.0 46 100 

2026 5.2 35 111 

2027 5.5 24 112 

 

8.2.3 With the inclusion of the Project in the draft LTFP, the Net Financial Liabilities Ratio is 
estimated to peak at 84% in Year 5 (FY2019) which is still below the ceiling threshold 
level of 90%.  

8.2.4 Given Council are very close to the Net Financial Liabilities ceiling range in FY2019 – 
FY2021, this leaves limited capacity for Council to undertake any other projects 
(operating or capital) that are not already factored in the LTFP projections.  

8.2.5 After construction of the CLIC is completed in FY2019, the draft LTFP forecasts 
insufficient level of spending to meet Asset Sustainability Ratio targets. Sustained 
periods of under spend on asset renewals may result in a back-log of capital works 
projects in the future that will need to be addressed in order to maintain existing 
service standards.  

8.2.6 Cells highlighted in red per Table 6 indicate years where the Council is not expected 
to meet its targeted Key Financial Indicator targets. 

8.2.7 It should be noted that the Council has included 100% of the Project cost as a 
‘renewal/replacement’ project however given a significant portion of capital works 
is expected to be recorded as ‘new/upgrade’, this will result in the Asset 
Sustainability Ratio significantly changing from the forecasted amounts. This is a 
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key reason why the Asset Sustainability Ratio is reported as being 232% (FY2018) 
and 369% (FY2019). 

8.2.8 Per 7.4 above, the draft LTFP has factored ongoing operating costs associated with 
the Project in the 10 year forecast based on internal estimates calculated by the 
Council’s Administration.  

8.2.9 No review into the completeness or accuracy of these cost estimates have been 
undertaken as part of this Prudential Review as it has been assumed Council has 
undertaken the necessary investigations into the ongoing operating costs of running 
given running community facilities and Civic Centres are an existing core activity of 
the Council.   

8.2.10 The ongoing annual operating and maintenance cost of the new facility have been 
based on the existing Civic Centre’s costs and not the CLIC specifically.  

8.2.11 In my view, there is a real risk that the running costs of the CLIC may in fact be 
higher than the existing Civic Centre, given it will be a larger facility that will house 
more staff and services into the one site.  

8.2.12 Given Council has forecasted savings of $160,000 annually that have not been 
quantified to date, this may result in an adverse impact on the operating result of 
Council should running costs be higher and anticipated savings not realised.   

8.2.13 Should funding for any additional costs or variations to the estimated capital 
construction cost be required, Council has limited financial capacity if it intends to 
maintain existing targeted key financial performance indicator ranges.  

8.2.14 Should Council resolve that additional borrowings are required, it is recommend 
that appropriate updates to the LTFP and Council Budget be first put in place - prior 
to a decision being made, to ensure that the impact on the long-term financial 
performance and position of Council is known and any changes to key assumptions 
and estimates are made to factor any adverse impacts on existing projections. 
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9 Any Risks Associated with the Project, and the Steps that can be Taken to 
Manage, Reduce or Eliminate those Risks 

9.1 Risk Management 

9.1.1 Council’s CLIC Project Lead officer completed a risk assessment on the Project in 
November 2017.  

9.1.2 Table 7 and Table 8 below summarises the completed risk assessment for the Project. 

Table 7: Summary of ‘Likelihood’ of Project Risks being Realised 

Risk Rating Likelihood 

Almost Certain 1 

Possible 14 

Rare 1 

Unlikely 20 

Not Rated 2 

 

Table 8: Summary of ‘Consequence’ of each Risk if Realised 

Risk Rating Likelihood 

Catastrophic 1 

Major 4 

Moderate 12 

Minor 17 

Not Rated 4 

 

9.1.3 Table 8 above highlights that there remain at least 5 risks that the Administration rate 
as being of Major or worse consequence should they be realised.  

9.1.4 From previous experience being involved with other similar projects, recommend 
consideration be given to reviewing and including in the Project Risk Register the 
additional listed specific risks recorded in Table 9. 
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Table 9: Other Potential Risks to Consider for Project Risk Register  

Risk Category/Area Risk Description 

Financial 
Interest rates on borrowings are projected to be lower than actual 
rates included in LTFP. 

Financial 
Cost of materials significantly increases due to changes in market 
conditions or other outside factors. 

Financial 
The daily running costs and ongoing maintenance costs of the CLIC are 
understated.  

Financial / 
Procurement / Legal 

Large variance in tender responses. 

Procurement / Legal Tender specifications are inaccurate and not fit for purpose. 

Procurement / Legal Council procurement framework is not adhered to. 

Procurement / Legal Contractor becomes insolvent during project delivery phase. 

Procurement / Legal 
Contractor involved in industrial relations disputes during construction 
phase. 

Procurement / Legal WHS requirements and standards not met by contractor 

Contract / Legal 
Disputes with contractors not correctly identified or appropriately 
managed. 

Contract / Legal 
Quality of work undertaken by contractor does not meet contract 
requirements. 

Environmental 
Noise, air and visual pollution during construction and impact on local 
businesses. 

Environmental 

Adverse weather – risk that council temporary accommodation will not 
be available or default on commercial tenants available date to move 
into facility. Impact on the project? 

Project Management 
Defects not identified by project management team at agreed 
stages/milestones. 

Project Management Delays not appropriately managed and/or communicated. 

Design Design variations not appropriately reviewed and approved.  
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Design 
The design and layout of the facility will not meet the long-term needs 
of the Council and become obsolete. 

Design 
Design does not meet Development Application and legislation 
requirements. 

Service Continuity 
Temporary relocation site for existing staff found to be inadequate. 
Loss of staff, productivity, morale, etc. 

 

9.2 Risk Mitigation Measures 

9.2.1 Before proceeding with the Project, matters raised in 9.1 should be further 
investigated and addressed by Council. 

9.2.2 As at the time of preparing this report, a review of the Risk Register has been not 
been undertaken by the Elected Members. Recommend that a review of the Project 
Risk Register be an ongoing standing item when reports are presented on the Project 
to Elected members so that ongoing review of project risks and mitigating controls 
are undertaken.  
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10 The Most Appropriate Mechanism or Arrangements for Carrying Out the 
Project 

10.1 Project Phases 

10.1.1 The Project will be delivered by the Council over three different phases: 

10.1.1.1 Design Development & Documentation Phase 

10.1.1.2 Construction Phase. 

10.1.1.3 On-going operations and maintenance Phase. 

10.2 Construction Phase 

10.2.1 Council’s Administration will be responsible for the supervision and delivery of the 
Project.  

10.2.2 It is expected that multiple contractors will be engaged to undertake the different 
construction, fitout and upgrade stages of the Project.  

10.2.3 Council’s Administration will be bound by Council’s adopted Tendering and 
Procurement Policies and Procedures which will determine the most suitable 
mechanism for engaging contractors to undertake works on behalf of Council. 

10.3 On-Going Maintenance Phase 

10.3.1 Council’s Administration will be responsible for the on-going operating and 
maintenance phase of the Project.  Provisions in Council’s budget and draft LTFP have 
been made however these costs are based on existing service standards and facilities 
operated by Council. Given the CLIC facility will be different in design and operation 
to any other current facility operated by Council, ongoing maintenance costs may 
need to be revised in future updates to the Council Budget and LTFP.  

10.3.2 As noted in 7.4, given that the estimated economic working life of the assets under 
both project options is at least 30 years, whole-of-life costing have not been 
undertaken for the Project – this should be noted by Council in its decision making 
for the Project and future LTFP’s should be updated accordingly. 

10.4 Procurement Implications 

10.4.1 Direction and guidance relevant to the engagement of contractors for the Project are 
outlined in Council’s Procurement Policy (CR17/24046).  This policy contains the 
specific criteria relating to competitive tendering, measures to ensure cost-effective 
delivery of goods and services, appropriate contract engagement mechanism and use 
of local goods and services. 

10.4.2 The procurement governance principles outlined in the policy, guide Council in 
engaging contractors for goods and services that state the following: 
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10.4.3 Council will need to give consideration to the requirements and principles of the Procurement 
Policy at all times. 

 

 

  

At
ta

ch
m

en
t

Attachment 62 210



 

 
City of Prospect 

Community Hub, Library & Innovation Centre Project 
(CLIC) 

Section 48 Prudential Report 

 

 

63 | P a g e  

11 If the project involves the sale or disposition of land, the valuation of the 
land by a qualified valuer under the Land Valuers Act 1994 

11.1 Disposal of Council Properties 

11.1.1 The Project involves the disposal of the following Council owned properties: 

11.1.1.1 132 – 134 Prospect Road, Prospect 

11.1.1.2 218 Main North Road and 82 Johns St Prospect 

11.1.2 Council has engaged CBRE (external property consultants) to assist with the 
marketing and sales services required to undertake the sale of both properties. 

11.1.3 As part of the services provided to Council, CBRE are providing market advice and 
valuation information to Elected Members and the Administration to assist with their 
decision making.  

11.1.4 Council is relying on the independent advice and services of CBRE to ensure that 
Council obtains the best possible financial outcome from the sale of both properties. 

 

  

At
ta

ch
m

en
t

Attachment 63 211



 

 
City of Prospect 

Community Hub, Library & Innovation Centre Project 
(CLIC) 

Section 48 Prudential Report 

 

 

64 | P a g e  

12 Conclusion 

12.1 This Prudential Report has been prepared for Council to comply with the requirements of 
Section 48 of the Local Government Act 1999.   

12.2 This Prudential Report should be read in conjunction with Council’s Director Community & 
Planning’s report (Administration’s Report) which is being prepared as at the time of 
preparing this Prudential Report.   

12.3 The Administration’s report is expected to be presented to Council that outlines findings 
relating to the recent community consultation process completed on the Project, as well as 
key concept design options and costings from investigations undertaken.  

12.4 The information contained in this report has been based on the information presented by 
Council’s Administration, during the course of preparing this report. A copy of this Prudential 
Report has been reviewed by the Administration to verify the accuracy of all facts and 
assumptions, as well as to ensure no information has been omitted for Council’s 
consideration. 

12.5 As at the time of preparing this Prudential Report, the draft LTFP has been updated and 
presented to Elected Members at their 14 November 2017 Council Meeting which includes 
the most up-to-date cost estimates for the Project based on concept designs considered by 
Council.  

12.6 The Prudential Report has highlighted a number of areas where it is considered further 
information is required or further clarified before the Project can progress. In particular, the 
Executive Summary provides a list of outstanding matters that the Reviewer wishes to 
highlight to Elected Members for their consideration.   

12.7 A Development Application for the construction of the facility is yet to be prepared and 
approved by Council’s DAP.  Further community consultation and notification will need to be 
undertaken as part of any development application process undertaken by Council.  

12.8 The most recent capital costs and estimates of on-going operating costs for the first ten years 
have been included in an update to Council’s Long Term Financial Plan (LTFP) prepared by 
Council’s Finance Department.  

12.9 Whole-of-life costs have not been prepared by the Administration for the entire life of the 
Project, given the majority of assets constructed will have an economic life beyond the life of 
the LTFP.   

12.10 Future updates of Council’s LTFP and IAMP are recommended to be undertaken to ensure 
that changes to key cost estimates and variables are always reflected and any changes in 
funding requirements for capital construction or ongoing management of the CLIC are known 
by Council. 

12.11 Council’s Administration has undertaken a risk assessment for the Project.  A list of 
recommended risks to be specifically considered for inclusion in the Project Risk Register have 
been provided.  
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12.12 Control activities identified in the risk assessment should be implemented to ensure 
appropriate mitigation and monitoring of all identified risks as well as further consideration 
given to risks noted in Section 9.  

12.13 The Risk Register should become a standing item in all future reports presented to Elected 
Members for the purpose of monitoring existing risks and potentially identifying any yet to be 
recorded risks so they can be appropriately monitored and mitigated.  

12.14 In conclusion, Council should now consider the outstanding information to be provided by the 
Administration prior to making a decision on the Project. 
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