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1 ACKNOWLEDGEMENT OF COUNTRY

We acknowledge the Boandik peoples as the traditional custodians of the land where we
meet today. We respect their spiritual relationship with the land and recognise the deep
feelings of attachment our indigenous peoples have with this land.

2 APOLOGY(IES)
Nil
3 CONFIRMATION OF MINUTES

Audit and Risk Committee Meeting - 3 June 2024

RECOMMENDATION

That the minutes of the Audit and Risk Committee meeting held on 3 June 2024 be
confirmed as an accurate record of the proceedings of the meeting.

4 QUESTIONS WITHOUT NOTICE

A
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5 REPORTS

5.1 CORRESPONDENCE RECEIVED — REPORT NO. AR24/43693

Meeting: Audit and Risk Committee
CM9 Reference: AF11/863
Author: Ashlee Pasquazzi, Executive Administrator

Regulatory Services

Authoriser: Jane Fetherstonhaugh, General Manager

Regulatory Services

Corporate and

Corporate and

REPORT RECOMMENDATION

as presented on 29 July 2024 be noted.

1. That Audit and Risk Committee Report No. AR24/43693 titled ‘Correspondence Received’

Item 5.1 Page 4




City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

BACKGROUND

The report provides details of correspondence received since the previous ordinary meeting of the
Audit and Risk Committee and is provided for information.

DISCUSSION
The following correspondence has been received since the last ordinary meeting:

e Report from Independent Commission Against Corruption (ICAC) - Buying Trust Corruption
Risks in Public Sector Procurement issued in June 2024.
CONCLUSION

This report presents the attached correspondence received for presentation to the Audit and Risk
Committee for noting in line with the Audit and Risk Committee Terms of Reference:

13.3 Other Matters - Shall give consideration to:

* Relevant Audits - Consider the findings and recommendations of relevant audits undertaken by
the SA Auditor General’s Office, the South Australian Ombudsmen, Independent Commissioner
Against Corruption (ICAC) and other agencies to ensure Council considers the relevant
recommendations.

ATTACHMENTS

1. Independent Commission Against Corruption (ICAC) Report - Buying Trust Corruption Risks
in Public Sector Procurement - June 2024 §

Item 5.1 Page 5 ‘
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ICAC

Independent Commission
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BUYING TRUST

CORRUPTION RISKS IN
PUBLIC SECTOR PROCUREMENT
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ICAC

BUYING TRUST
Corruption risks in public
sector procurement

Published June 2024

Level 9, 55 Currie Street
Adelaide SA 5000

(08) 8463 5191

GPO Box 11066
Adelaide SA 5001
icac.sa.gov.au
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B

Letter of transmittal

BUYING TRUST

CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

30 May 2024

The Hon. Terence Stephens MLC The Hon. Leon Bignell
President Speaker

Legislative Council House of Assembly
Parliament House Parliament House
North Terrace North Terrace
ADELAIDE SA 5000 ADELAIDE SA 5000

Dear President and Speaker

In accordance with section 41(2) of the Independent Commission Against Corruption Act
2012 (SA) | present to each of you the Commission’s repornt Buying Trust Corruption Risks
in Public Sector Procurement

Section 41(3) of the Act requires that you each lay the report before your House of
Parliament on the first sitting day after receiving it.

Yours sincerely

(, dA-n.. vdwl/obt_,

The Hon. Ann Vanstone KC
COMMISSIONER
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BUYING TRUST

CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Ccommissioner’s
foreword

Public sector procurement is vulnerable to corruption.
Corruption in procurement can be difficult to detect, may persist
over long periods of time, and undermines the provision of
essential public services.

Corruption in procurements for large scale infrastructure and
construction projects may cost the state sector significant
sums of money. Improper conduct in procurement can lead
to reputational damage to public authorities and the public sector more generally, and
suppliers who believe that tender decisions will be unduly influenced may be reluctant
to bid. Corrupt procurement tends to delay or prevent the delivery of essential public
services, and result in incomplete or substandard works that put public safety at risk.

For these reasons the Commission has conducted a study into the corruption risks in
public sector procurement, This is the second report arising from this project. The first
provided quantitative findings from a survey of public sector procurement officers and
suppliers who have tendered, or intended to tender, for public sector contracts. This
report provides analysis of qualitative survey responses and submissions, reports and
complaints referred to the Commission, and insights from other integrity agencies.

While the integrity of public sector procurement in South Australia may have improved in
recent years, there is still room for improvement,

Worryingly. some procurement officers are not sufficiently aware of corruption risks.

Many lack adequate procurement experience or are under-resourced. Too many are not
receiving training in key corruption risks. Many suppliers who hold public sector contracts
are unaware of their status as public officers, and that public officers are required to
report suspicions of corruption in public administration

This report has been prepared in accordance with section 41 of the independent
Commission Against Corruption Act 2012 {SA) to raise awareness of key corruption risks
in public sector procurement. It aims to identify red flags that could indicate corruption
and makes 18 recommendations 1o address weaknesses in public sector procurement
open to exploitation by corrupt public sector employees or suppliers.

(, d&«. vdvvllow

The Hon. Ann Vanstone KC

Commissioner
INDEPENDENT COMMISSION AGAINST CORRUPTION
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CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Chapter one:
Introduction

Public sector procurement refers to the process by which a public authority acquires
goods and services, or engages in a construction project.? It involves significant public
spending, which can attract those with unscrupulous intentions. The high volume

of transactions and often complex nature of procurement processes can create
opportunities for improper behaviour as well as making corruption difficult to uncover.
Procurement occurs at the intersection between the public and private sectors, where
potential for a conflict of interests and collusive behaviour raises the prospect of
corruption.

This report examines perceptions and experiences of corruption risks in public sector
procurement. Recommendations are made to assist public authorities to prevent and
minimise those risks. It draws on findings from surveys conducted with procurement
officers and suppliers involved in public sector work,” and submissions from stakeholders.
It also provides insights from reports about potential corruption in public sector
procurement referred to the Commission, and findings from other integrity agencies.

The impact of corruption in public sector
procurement

Corrupt procurement may have serious consequences. It can increase the costs of
goods and services, and the delivery of construction projects. Essential services may
not be delivered, or the quality of those services reduced. Once corruption is detected,
services may need to be interrupted or stopped and public authorities may need to pay
for remedial action

The project team received submissions from suppliers who believed they had lost

work when contracts had been improperly awarded. As a result, suppliers laid off staff,
moved their business interstate, and some small businesses dependent on government
contracts closed.

Suppliers who believe that tenders are not assessed fairly may be deterred from bidding.
Perceptions that procurements may be corrupt may deprive public authorities of contracts
that offer value for money and innovation that could boost South Australia’s economy.

If suppliers believe that other companies are engaging in corruption, they may behave
corruptly themselves

Several suppliers gave accounts of the financial and other costs incurred by being
involved in a public sector procurement believed 1o have been corrupted (Case study 1).

Iltem 5.1 - Attachment 1 Page 19
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CASE STUDY 1
The impact of perceived corruption in public sector procurement

One supplier described the devastating personal and professional impact of
having lost contracts due to perceived corruption. The supplier had founded
a business that had developed an innovative and unique product, and had
succeeded in winning contracts with several public authorities.

1SNYL9ONIANG

The supplier believed that their intellectual property had been inappropriately
leaked to a competing supplier by a corrupt public officer during a procurement,
in exchange for a benefit. The supplier alleged that a competitor used this
information to replicate the product and was awarded contracts that were not
open to the market.

As aresult, the supplier lost a significant proportion of his business. The supplier
described the psychological impact of losing his intellectual property. For
someone who had built his company around a unique product, this loss was
profound. The supplier felt embarrassed that he was no longer fully contributing
to a business that he had founded. He decided to retire early.

IN3W34ND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D
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CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Chapter two:
Governance of public sector
procurement

Public sector procurement is governed by the South Australian Government Procurement
Framework (the Framework’), which came into effect on 1 July 2021. The Framework
provides a whole-of-government approach to procurement with common principles,
standards and benchmarks. The Framework consists of Treasurer’s Instruction 18,

the Procurement Governance Policy, and supporting policies that set the minimum
requirements for key procurement activities.®

Under the Framework, the Treasurer has responsibility for setting the rules and policy
direction for public sector procurement. Procurement Services SA (PSSA)is the
government’s central procurement branch. PSSA is responsible for whole-of-government
procurement policies, standards and guidance, and supporting the public sector’s
procurement capacity.

Chief Executive Officers of public authorities have responsibility for their own
procurements. Public authorities are required to develop their own internal procurement
framework, policies and procedures that are consistent with the Framework.

Overall perceptions of corruption risks in
South Australian public sector procurement

For some survey respondents, the Framework has reduced integrity risks to public sector
procurement, particularly in the last twelve months.

o
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Some suppliers claimed that corruption was less prevalent in South Australia than other
jurisdictions.

i

1SNYLONIANG

The New South Wales Independent Commission Against Corruption and the Victorian
Independent Broad-Based Anti-Corruption Commission have conducted similar surveys
with suppliers in their jurisdictions. South Australian suppliers were less likely to believe
corruption in public sector procurement to be a problem compared to respondents in
New South Wales and Victoria.®

INFWIEND0™d YO LIS D1N8Nd NI SHSIY NOLLdMH¥OD

Not all suppliers agreed that South Australian public sector procurement was more
resilient to corruption compared to other jursidictions, although these comments were
relatively few.

i

Corruption risks associated with complex and
compliance-based processes

The Framework was intended to reduce the complexity of procurement. PSSA explained
that the steps required for a procurement valued above $55,000 decreased under the
Framework. Two thirds of procurement officers (67%) and over half of suppliers (58.5%)
agreed that the process for their Iatest procurement was straightforward.

Some respondents believed that finding the correct balance between compliance and
efficiency is difficult

[ <o
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However, some procurement officers believed that public sector procurement continues
to be too compliance heavy.

[ AR

BUYING TRUST

CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Compliance heavy processes can distract procurement officers from attending to integrity
issues. Some senior Super SA staff interviewed as part of the Commission’s evaluation of
Super SA (2022) saw compliance as a burden rather than a necessary integrity measure.
This attitude may result in procurement policies and processes being circumvented,

and a culture of non-compliance.” This attitude was also expressed by some survey
respondents.

a7

Splitting tenders

Some procurement officers (18.6%) and suppliers {26.3%) believed that public sector
procurement was highly or extremely vulnerable to tenders being split to circumvent
thresholds. The Framework only applies to procurements valued over $55.000. and it
may be that procurements are split to avoid governance under the Framework. It may
also be possible that procurements are split to avoid thresholds set by the Industry
Participation Policy.
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While PSSA expressed concern about tender splitting, they observed that the number
of procurements valued from $55.000 to $60.000 have decreased and higher value
procurements have increased. PSSA contended that this may indicate that public
authorities are planning ahead and consolidating rather than splitting procurements.
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Even if tender splitting has decreased, it remains a risk.® Tender splitting by itself may not
be corrupt conduct, however it may be used to hide corruption (Case study 2).

CASE STUDY 2:
Public officers corruptly award public infrastructure contracts

Investigators from the Victorian Independent Broad-Based Anti-Corruption
Commission found that two public officers had corruptly awarded public
infrastructure contracts valued at $25 million to entities they controlled or were
controlled by their associates. Money that should have gone into public works
was siphoned off by those public officers leaving some projects incomplete or
completed to an unsatisfactory standard. Honest contractors, many regionally
based, were locked out of the tendering process or unable to fairly compete.

This corrupt conduct was facilitated by serious breaches of procurement
policies and procedures. Those breaches included splitting tenders so that
procurements awarded to companies controlled by the public officers would
not be appropriately scrutinised. When questioned by other agency staff, the
public officers’ explanations for the split tenders were accepted without further
enquiries.

The public officers’ corrupt conduct spanned seven years. Warning signs that
contracts were being manipulated were ignored. A workplace culture which
placed timely outcomes above compliance with procurement processes, did not
provide staff with proper training on risks associated with corruption, and where
management did not support procurement policies also allowed corruption to be
covered up.?

RECOMMENDATION 1
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Black cladding

The Government's Aboriginal Economic Participation Strategy is intended to increase
Aboriginal participation in the South Australian economy.® For large projects, industry
participation weighting is increased for contracts that will involve Aboriginal participation.
This includes giving additional weighting to a South Australian business with an
Aboriginal owner or a joint venture arrangement between Aboriginal and non-Aboriginal
partners.

Aboriginal procurement policies have succeeded in including more Aboriginal suppliers
in procurement bids. However, an unintended consequence of Aboriginal procurement is
‘black cladding.™

‘Black cladding’ is defined to be:

..the practice of non-Indigenous business entily or individual taking unfair advantage
of an Indigenous business entity or individual for the purpose of gaining access to
otherwise inagccessible Indigenous procurement policies or contracts. Unfair advantage
involves practices and arrangements that result in the disadvantage or detriment to

an Indigenous business, or that do not represent @ genuine demonstrated level of
equitable partnership and benefit.

The project team received submissions that alleged that some suppliers misrepresent
their Aboriginal identity to obtain an advantage in a procurement. This problem has been
reported in other jurisdictions.” Public authorities can verify the identity of suppliers
claiming Aboriginality. for instance ensuring that an Aboriginal supplier is registered

as such with the Office of the Industry Advocate or referring joint ventures with non-
Aboriginal capacity partners to Supply Nation for verification.

srssssssssssann .

It was also alleged that once a joint venture bid is successful, work is not allocated to the
Aboriginal business. For South Australian construction projects valued over $50 million,
20% of labour force hours need to be performed by nominated groups which include
Aboriginal job seekers.* While the project team did not receive submissions alleging
misreported labour hours, this has been reported in other jurisdictions.'

ssssssssssssesanen .
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Chapter three:
Conflicts of interests

An undeclared conflict of interests often lies at the heart of corrupt procurement.” PSSA's
Probity and Ethical Procurement Guideline states that government employees, including

Chief Executives, should identify, document and effectively manage conflicts of interests

for every procurement. Conflicts of interests declarations should be completed by panel

members prior to completing an evaluation.®

Almost all procurement officers surveyed claimed that their workplace has policies and
procedures relating to conflicts of interests {(970%), and they are required to declare
conflicts when involved in procurement (96.0%). However, approximately one in three
(30.1%) procurement officers responded that their workplace does not provide training, or
they were unsure if their workplace provides training, in relation to conflicts of interests

D I L B srsneany
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Undeclared and unmanaged conflicts of
interests

Respondents most commonly described a conflict of interests as entailing a public sector
employee involved in a procurement failing to declare a relationship with a supplier. This
typically involved the supplier being a family member, friend or former colleague of a
public sector employee with procurement responsibilities.

1SNYLONIANG

Corrupt procurement sometimes involves a public sector employee awarding a contract
to a private company in which they have undisclosed interests, such as being an

owner or shareholder. The Commission and other integrity agencies have investigated
allegations of this nature ™

Procurement officers explained that senior managers in decision making roles are the
most likely to unduly influence procurement processes due to a conflict of interests.

7
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Public sector employees do not always appreciate the corruption risks posed by an
undeclared and unmanaged conflict of interests in procurement (Case study 3). The
Auditor-General has reported that a conflict of interests declaration is not always
completed at the commencement of a procurement evaluation.”®

CASE STUDY 3:
Procurement improperly influenced by a manager with an undeclared and
unmanaged conflict of interests

An investigation conducted by the Commission established that a senior manager
in a public authority had engaged her husband to undertake works required

by the authority. The senior manager had been sent a copy of the authority’s
Conflicts of Interests guidelines and declaration form, although she had not
completed the form. It was only after the work was completed that the senior
manager declared her conflict, and admitted she had not obtained quotes. She
explained she had not realised at the time that there was a conflict; she thought
that no one would object to her husband doing the work, and she needed the
work done quickly.
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Some procurement officers explained that conflicts of interests are well managed in their
workplace. However, others stated that conflicts are declared but not managed. A conflict
of interests should be effectively managed by someone in a more senior role. Case
study 4 highlights the risks to procurement if a conflict of interests is declared, but not
managed.
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CASE STUDY 4:
A conflict of interests is declared but not adequately managed

The Commission referred allegations to the Ombudsman that a public sector
procurement had been improperly influenced by a public sector employee with
a conflict of interests. The Ombudsman found that the employee had declared
that a company interested in tendering was owned by a family member. The
employee was excluded from the evaluation process, and evaluation panel
members were informed of the conflict.

However, the employee remained involved in administrative tasks related to

the procurement as directed by her supervisors. She had access to the tender
documents and communicated with tenderers. The Ombudsman concluded that
the conflict was insufficiently managed, and the employee should not have had
any involvement with the tender process.

The New South Wales independent Commission Against Corruption has argued that
schemes giving preference 1o local suppliers may lead to unnecessary lobbying and
undeclared conflicts of interests.” The South Australian Industry Participation Policy
(SAIPP) is intended to assist South Australian suppliers. The scheme is overseen by the
Industry Advocate, who assists 10 protect the public sector procurement from the integrity
risks identified in New South Wales

RECOMMENDATION 5
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Public sector procurement may be compromised by a post separation conflict of interests.
A procurement officer who has accepted employment with a supplier may use the period
in which they are still engaged in the public sector to benefit their new employer. Once
the employee takes up the new position, they may reveal confidential information and
manipulate relationships with previous colleagues to influence a procurement decision.

Even in circumstances where a former procurement officer has not advantaged their new
employer, there may still be the perception that a procurement decision was improperly
influenced. Others may perceive that the contract was awarded to a specific supplier

in return for a personal benefit in the form of employment to the person making that
decision.

The Public Sector Code of Ethics for the South Australian Pubiic Sector states that:

Public sector empioyees who leave the public sector to work with a non-Government
employer will avoid situations that would result in an unfair advantage for their new
employer. This holds particularly in the case where the employer is bidding for o
government contract or is competing for a grant or similar disbursement of public
moneys.**

However, public authorities may benefit from further guidance on how to address post
separation conflicts. Steps should be taken to ensure that a public sector employee who
has accepted employment with a supplier who has bid for a contract with their former
agency is not able to access confidential procurement information. Public authorities may
consider auditing records accessed by departing staff to ensure that procurements have
not been compromised.

The Australian Public Sector Commission’s Values and Code of Conduct in Practice
suggests that public sector employees disclose conflicts of interests resulting from an
employee’s intention to leave the public service. Agencies may reallocate an employee’s
duties, move the employee 10 a different work area, or require the employee to take
temporary leave.**

The guidance suggests including a restraint clause in a request for tender. This clause
would prevent a supplier soliciting or engaging particular public sector employees during
the procurement process.

Restraint clauses cannot be used unreasonably. There needs to be a legitimate interest
in imposing a restraint clause, such as preventing a departing employee from unfairly
influencing a procurement in their new employer’s favour. A restraint clause might
reasonably be applied to a procurement officer who is in direct contact with suppliers
or has a decision making role in a procurement. Restraint clauses need to be of a shont
duration.

Public author
conflicts of interests
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Chapter four:
Gifts, benefits and hospitality

A gift is anything of value offered to an employee above their normal salary or
employment entitlements. A benefit is preferential treatment, privileged access, favour
or other advantage. Benefits are usually intangible such as personal service and job
offers. Hospitality includes offers of meals, invitations to events, sponsored travel and
accommodation.®®

Accepting gifts, benefits or hospitality may damage the reputation of individual
procurement officers and public authorities, deter suppliers from bidding for tenders, and
erode public confidence in the delivery of public services.®™ Even if not accepted, the
offer of a gift, benefit or hospitality by a supplier to a public sector employee involved

in procurement may be perceived as an attempt to unduly influence the procurement
process.

Public sector employees soliciting gifts. benefits or hospitality can pose a serious
corruption risk. A review of New South Wales Independent Commission Against
Corruption investigations found that alleged corruption in procurement was usually
initiated by a public sector employee demanding cash payments or gifts in return for
manipulating the procurement process to favour a specific supplier.’

Policies relating to gifts, benefits and
hospitality
PSSA's Gifts and Benefits Guideline states that

Due to the high-risk nature of procurement and contract management, it is strongly
recommended that a gift. entertainment. or benefil: even when it has low or no value is
declined.*

The Office of the Commissioner for Public Sector Employment’s (OCPSE) Gifts and
Benefits Guideline recommends that public officers use their judgement about whether
accepting a gift, benefit or hospitality gives the impression that decision making will be
unduly influenced.”® However, the Guideline does not recommend that public officers in
high risk roles, such as being involved in procurement, should refuse gifts, benefits and
hospitality.

D
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Some public authorities have internal policies which state that gifts, benefits and
hospitality cannot be accepted during the procurement process (e.g. SA Health).®
However, not all internal policies contain this advice. One third (36%) of procurement
officers responded that their workplace had not provided training relating to gifts, benefits
and hospitality.
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RECOMMENDATION 8

Premier and Cabinet Circular PCQ35 - Proactive disclosure of regularly requested
information requires departments to publicly disclose their agency’s gift registers every
month online. The registers assist in making transparent gifts, benefits and hospitality
offered to and accepted by public sector employees. Such disclosure does not always
occur.

T TR

Public authorities ensure they are inet Circular

PC035

publicatio

Most suppliers (61.2%). especially larger suppliers, stated that they have an internal gifts,
benefits and hospitality policy. Small suppliers may lack the resources to put together
comprehensive internal policies relating to probity in procurement. The project team
understands that PSSA is considering developing and implementing a Code of Conduct
for all suppliers. Some other jurisdictions have such codes in place.”

Y

26 SA continue its development and implementation of a

RECOMMENDATION 10

PSSA’s guideline on gifts and benefits appears to have made some impact. Several
respondents stated that they had witnessed public sector employees with procurement
roles accepting gifts in the past. However, more recently gifts were being refused. The
majority (86.9%) of procurement officers who responded to the survey agreed that they
are not allowed to accept gifts, benefits or hospitality when involved in a procurement.
Fewer suppliers stated that they offer gifts to public sector employees involved in
procurement compared to Victoria and New South Wales.®
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Gifts, benefits and hospitality may create a
conflict of interests

The acceptance of a gift, benefit or hospitality by a public sector employee may create a

conflict of interests and the expectation that the public sector employee will reciprocate.**

Offering a gift may be the first step in a grooming process, which can lead to improper
conduct (Case study 5).

CASE STUDY 5:
Suppliers use incentives to improperly influence procurement”

In May 2010, the South Australian Crown Solicitor's Office received information
from the Western Australian Crime and Corruption Commission regarding
improper purchasing of toner cartridges by Western Australian state government
agencies. The South Australian state government established a Procurement
Working Group to examine allegations that suppliers had been persuading public
sector employees to purchase printer cartridges at inflated prices in return for
gifts. Public servants were found to have spent $1.25 million on overpriced office
supplies in return for gifts and benefits. These included gift cards, iPads and
iPods, notebook computers, digital cameras, a television, MP4 player and game
console. Some public officers were cautioned while others had their employment
terminated, and one public officer pleaded guilty to charges of failing to act
honestly while a public sector employee.

Procurement officers may not be sufficiently aware of these risks. One in three
procurement officers (34 7%) was unaware that suppliers may offer gifts, benefits and
hospitality in order to influence a procurement decision.

Respondents were asked what types of gifts, benefits or hospitality may be offered by
a supplier to a public sector employee involved in procurement. Many offers were low
value, such as a cup of coffee or box of chocolates. However, even trivial or token gifts
can have an unconscious influence on a procurement decision. ™

Procurement officers and suppliers described items of greater value such as meals,
accommodation and travel. Tickets to events were the most frequently mentioned
benefit, including corporate tickets to events accompanied by hospitality. A few
procurement officers described suppliers offering cash payment, employment, to
perform work at an employee’s house for free, and paid holidays including travel and
accommodation for an employee and their family.
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Culture of entitlement

A lack of adherence to policies and procedures relating to gifts, benefits and hospitality
may encourage a culture of entitlement to develop in an agency. The Tasmanian
Integrity Commission has observed gifts and benefits being accepted but not declared
during procurements.® The Tasmanian public sector was described as being at risk of
developing a culture where public sector employees believed that gifts were a ‘reward’
for their ‘hard work’, and the risks associated with gifts and benefits were overlooked.

1SNYL9ONIANG

A few procurement officers believed that they should be entitled to gifts, benefits or
hospitality.

0] =
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A culture of entilement may develop when procurement officers attempt to justify
improper behaviour. Procurement officers described circumstances when they
considered that accepting a gift, benefit or hospitality was acceptable. These included
accepting a gift as if it was:

entered into the gifts register

declared and shared with the team

accepted in front of someone else

valued at less than $50

approved by a senior executive

not intended to “obviously influence” the employee accepting the gift

Yy ¥ ¥ ¥ ¥ v ¥

not perceived to create a conflict of interests.

A sense of entitlement may lead to public sector employees soliciting gifts, benefits

or hospitality. One supplier described having been asked for employment during the
procurement process by a probity advisor. Another described hearing rumours of public
sector employees soliciting consultancy work during a procurement.

A culture of entitement may develop if senior leaders are poor role models. Some
procurement officers observed that senior leaders in their workplace accepted gifts,
benefits and hospitality.

07 <o .

Iltem 5.1 - Attachment 1 Page 38 ‘



City of Mount Gambier
Audit and Risk Committee Meeting Agenda

29 July 2024

W
N

The consequences of allowing a sense of entitiement to take root and then grow into a

E culture of bribery and solicitation are highlighted in Case study 6.

2

> CASE STUDY 6:

o Culture of accepting bribes becomes entrenched in a Western Australian
department”

An investigation by the Corruption and Crime Commission, Western Australia,
found that senior public officers had received lavish gifts and benefits in

return for awarding contracts to favoured suppliers. Over a period of six to ten
years, suppliers spent $125,000 on lunches for public sector employees. Two
executives received more than $150,00 of personal travel, including interstate
and overseas travel with business class flights, and renovations to their personal
residence. Suppliers recouped the considerable sums spent to secure contracts
by inflating invoices.

CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Other staff in the department were aware that bribes were being sought and
paid, but the behaviour was not openly questioned and warning signs were
overlooked. As a result, a culture of bribery and fraud flourished. Some staff did
not speak out as they were worried about their jobs. Others were groomed by
suppliers.

One such target was courted with expensive lunches at the same time as he
was making decisions to award work and approve invoices. This public officer
received $5,000 of restaurant meals from one supplier over a one year period.
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Chapter five:
Misuse of information

The improper disclosure of confidential procurement information may confer an
advantage to a favoured supplier. For instance, a public sector employee may improperly
disclose a supplier's pricing to a competing supplier who then adjusts their bid. Misuse

of information may also entail the unequal provision of information to potential tenderers.
This may involve providing information to a favoured supplier, and withholding information
from others.

Policies for protecting confidential tender
information

PSSA's Sourcing Policy states that public authorities should manage the security and
confidentiality of documents, and prevent unauthorised access to and dissemination of
commerciakin-confidence information. All participants in a procurement evaluation are
required to complete a confidentiality agreement prior to commencing an evaluation.
Allinterested tenderers are to be provided with the same information during the
procurement process, including responses to requests for information.®

The Code of Ethics for the South Australian Public Sector requires that public sector
employees do not access, or attempt to access, official information except in connection
with the performance of their duties, and that they will not disclose official information
without authority. ™

Several respondents suggested that the misuse of confidential procurement information
had decreased in the past twelve months. A few suppliers commented that the SA
Tenders and Contracts website helps ensure that all interested suppliers receive the
same information about tenders. Several procurement officers commented that there
are sufficient policies and procedures in place 1o ensure that confidential procurement
information is handled appropriately.

I T—
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Despite these positive comments, there is room for improvement. Approximately

one in four procurement officers (27.2%) stated that they were not required to enter

a confidentiality agreement during a procurement process. More than one third of
procurement officers (38%) stated that they had not received training relating to handling
confidential tender information. The need for training was raised by some procurement
officers.

[ - -

Leaking of confidential procurement
information

One in four suppliers (26.5%) and one in ten procurement officers (9.9%) believed that
confidential procurement information was highly or extremely vulnerable to being
improperly handled. A similar proportion of suppliers {23.5%) stated that they have
suspected that confidential procurement information has been disclosed to competitors
prior to the closing of a tender. These findings are similar to those in other jurisdictions.®

INIW3END0Y™d YO LD3S 21N8Nd NI SHSIY NOLLINIHOD

Lack of experience or training was the most common explanation for confidential
information being improperly given to a supplier during a procurement. However, several
respondents described incidents where they believed confidential information had been
deliberately leaked.

One supplier alleged that a procurement officer had intentionally disclosed confidential
tender information to a competitor during the procurement process in exchange

for being given employment with the successful contractor. A procurement officer
described a public sector employee deliberately providing a friend with confidential
tender information to assist the friend to win a contract. The Commission has received
allegations that a public sector employee involved in a procurement improperly disclosed
confidential information (Case study 7).
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CASE STUDY 7:
Confidential tender information is disclosed due to an undeclared and unmanaged

flict of interests

The Commission received allegations that a procurement had been improperly
influenced by a public sector employee who had an undeclared conflict

of interests with the successful tenderer. The agency had conducted an
independent review, which found that the preferred tender did not align with

the scope provided in the call for Expressions of Interest. The person who had
responsibility for the procurement had failed to declare that she had a long term
friendship with the preferred supplier. She had disclosed information about the
bid to that supplier, and engaged in direct negotiations prior to the opening of the
Expression of Interest process. Following the review, the procurement process
was halted and needed to be redone.

RECOMMENDATION 11

sesssasssasssnns

Page 43



City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

W
N

Unequal provision of information

One in three suppliers (33.6%) and one in four procurement officers (26.5%) considered
that public agencies were highly or extremely vulnerable to giving unequal information
to suppliers during a tender. These results are comparable with perceptions in other
jurisdictions.®

1SNYL9ONIANG

Most comments from procurement officers suggested that the unequal provision of
confidential tender information occurs inadvertently. For instance, a procurement officer
may be unaware that if one supplier asks a question then all suppliers need to be
informed of that question and answer.

Several procurement officers suggested that some suppliers deliberately attempt to
obtain information that is not made available to their competitors.

IN3W34ND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D

A few suppliers described instances where they had suspected the intentional unequal
provision of information. Those largely consisted of allegations that specific suppliers
were preferentially provided with information about tender requirements, and that
procurement officers met with favoured. rather than all. suppliers.

7
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Intellectual property in procurement

Several suppliers described having used their intellectual property as part of their

bid, only to have lost the tender and have their intellectual property provided to the
successful tenderer. Those suppliers expressed surprise and disappointment that this
happened. For several suppliers, the fact that the successful tenderer was contracted
to provide a product that the unsuccessful supplier had initially developed, fueled their
suspicion that the contract was not won fairly.

i -

PSSA's Intellectual Property Guideline covers rights to intellectual property that may arise
during the evaluation of a tender and once a contract has been entered. *? However, the
guideline does not explicitly discuss the ownership of intellectual property prior to the
execution of the contract, or explain how a supplier’s intellectual property will be handled
or protected.

Procurement Services SA consider the need for guidance on the proper
management and protection of intellectual property during procurement
processes

RECOMMENDATION 12
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Chapter six:
Type of procurement

Corruption risks vary depending on procurement type. Types of public sector
procurements range from open market approaches where any interested supplier can
tender, limited market approaches where cernain suppliers are invited to tender, direct
market approaches where a public authority approaches a single supplier, to unsolicited
approaches where suppliers put new proposals to public authorities.

Open market approaches

Open market approaches were seen to be the least vulnerable to corruption. This is
unsurprising as an open market approach is the most transparent type of procurement.
However, this does not mean that open market procurements cannot be corrupted.

Some suppliers believed that open market tenders may be manipulated by writing
specifications to unduly favour a particular supplier.

i

Case study 8 demonstrates how specifications can be improperly manipulated.

CASE STUDY 8:
A public officer inappropriately manipulates procurement specifications*’

The New South Wales Independent Commission Against Corruption established
that a public officer had dishonestly awarded contracts to favoured suppliers in
return for financial benefits. He did so by improperly assisting favoured suppliers
to be appointed to suppliers’ panels, manipulated the tender specifications so
that they advantaged the favoured suppliers, and assisted them to write their
submissions. This included misrepresenting the experience and technical skills
of one of the suppliers and adding reports plagiarised from other suppliers. The
public officer dishonestly declared that he did not have a conflict of interests with
those suppliers.

Iltem 5.1 - Attachment 1 Page 47



City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

Y
-

The South Australian Industry Participation Policy Procedural Guidelines states that
public authorities should ensure specifications are clear and comprehensive but

not discriminatory by using Australian standards or standards regularly applied in
Australia. References to a specific brand or product should only be used in exceptional
circumstances, and should allow for an equivalent product.* However, several
respondents suggested that some agencies were insisting on specific brands without an
equivalent in order to favour a particular supplier.

1SNYL9ONIANG

Direct market approaches

A direct market approach involves a public authority negotiating a contract with a single
supplier. The PSSA's Procurement Planning Policy states that a direct market approach
should not be used for convenience or to avoid competition. A direct market approach
must ensure that the procurement outcome provides value for money and is compliant
with procurement policies and procedures.*

IN3W3YND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D

A direct market approach was seen by respondents to be the procurement type most
vulnerable to exploitation. Procurements involving a public authority repeatedly using the
same supplier were especially perceived as suspicious.

7

The market approach used in procurements valued above $55,000 is recorded in the
Procurement Activity Reporting System (PARS). Analysis of the PARS data shows that
some agencies use direct market approaches for the majority of their procurements.
These agencies may have legitimate reasons for not using open market procurements.
However, agencies should be aware of potential corruption risks if open market
approaches are not used. The reasons for utilising a direct market approach should be
documented. Documentation will assist a public authority to defend the integrity of a
direct market approach should it be questioned.
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Panel and multi-use list procurements

A panel contract is a form of standing offer with multiple suppliers for anticipated goods
or services. A panel contract may be established by an agency for its own use, by a lead
public authority for use by other public authorities (e.g. government schools), or by a lead
agency to address an across government need (e.g. an ICT panel).*®

A multi-use list contains suppliers who have met established criteria and will be required
to meet additional criteria during the formal procurement process. Prequalification
provides an early indication of suppliers’ capability and capacity. Prequalification is a
first step in performing due diligence, but it should not be the only means of verifying a
supplier’s capacity.

Panels and multi-use lists have been used as a protection against procurements being
unduly influenced.*” For instance, an across government panel for stationary contracts
was introduced following the misuse of incentives by suppliers to encourage public
sector employees to order unnecessary toner cartridges at inflated prices.**

However, some suppliers believed that the decision to include a supplier on a panel
could be improperly influenced. Other integrity agencies have reported on corrupt public
sector employees improperly assisting a supplier to gain a position on a panel, and
subsequently favouring that supplier to win contracts, in return for kickbacks.*

Some suppliers expressed disappointment that they had not received work from a panel
contract. This may be due to misunderstanding that being on a panel does not guarantee
a supplier will receive work. However, it is possible that a procurement officer improperly
favours one supplier on a panel. Public authorities should consider auditing contracts
awarded to panel providers to protect against improper favouritism.

The use of panel or multi-use lists can be mandated, with exemptions permitted only in
limited circumstances.* The use of a supplier who is not on the mandatory list may be an
indicator of improper conduct (Case study 9.

CASE STUDY 9:
A public sector employee improperly procures an unregistered supplier

The Commission received allegations that a public sector employee had
deliberately not used a pre-qualified supplier in circumstances where their use
was mandated. The allegations were referred to the relevant public authority.*'
The public authority subsequently found that the employee was aware that
the supplier was not registered as an approved supplier, but contracted them
anyway. The employee had also split the procurement into three parts so that
it would fall under the threshold for governance under the state government's
procurement policy.
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Some suppliers believed that panels are misused to award contracts to a favoured
supplier.
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Unsolicited proposals

An unsolicited proposal is an offer to provide unique or innovative goods or services
made to a public authority by a supplier on their own initiative, rather than being
formally requested. PSSA explained that unsolicited proposals from incumbent suppliers
are common. However, such an offer is not always understood by the parties as an
unsolicited proposal. This creates the risk that unsolicited proposals are not identified as
such and do not follow due process.

Unsolicited proposals valued at more than $3 million for infrastructure projects or

$1 million for non-infrastructure projects are assessed under guidelines set out in

the Premier and Cabinet Circular PC0O38 - Unsolicited Proposals.®? Such proposals
should be submitted to the Department of Treasury and Finance and assessed by the
Unsolicited Proposals Committee, rather than being assessed as procurements under the
Framework.

Under the PSSA's Unsolicited Proposals Schedule, suppliers need to provide an initial
proposal which, if accepted, is followed by a detailed proposal.** Proposals will only be
accepted if they are compliant with PSSA's Procurement Planning Policy.>

The importance of following due process is highlighted in Case study 10.

CASE STUDY 10:
Unsolicited proposal does not follow due process

The Commission’s report, Yes Minister, discusses an investigation of allegations
that a minister had improperly used his position to arrange a contract for a
personal associate. The minister received an unsolicited proposal from a
business owner which did not offer value for money for the public sector. The
minister referred the bid to the relevant agency, where the Chief Executive and
other senior executives rejected the proposal. While there was no evidence that
the referral came with an expectation that the proposal would be accepted, the
Chief Executive had been placed in a “difficult position.”®

The referral of an unsolicited proposal through personal connections with a
minister raises the risk of preferential treatment, or at least the perception of
preferential treatment. The proposal should have been assessed in accordance
with the PSSA's Unsolicited Proposals Schedule, which requires the proposer to
have put an initial proposal to the agency, rather than approaching a minister.

Iltem 5.1 - Attachment 1 Page 51 ‘



City of Mount Gambier
Audit and Risk Committee Meeting Agenda

29 July 2024

Incumbent suppliers

An incumbent is a supplier with a preexisting contract with a public authority. An
incumbent may have a legitimate advantage over a new bidder. Their experience may
mean they can deliver goods and services at a lower cost than a new supplier, have

staff in place, own necessary equipment and assets, understand the public authority’s
needs, have areasonable working relationship with the public authority, or offer a unique
product.®

However, anincumbent may have an unfair advantage over competitors if a procurement
decision is based on expedience rather than value for money. A quarter of procurement
officers (24.5%) and approximately a third of suppliers (36%) believed that there is a high
or extreme risk that existing suppliers are unfairly advantaged in procurements.

a7

Some procurement officers stated that an incumbent was reengaged due to a lack of
planning or capacity.

New suppliers may be deterred from bidding if an incumbent has repeatedly won tenders
with the public authority.*” Some suppliers stated they had not bid for a tender as they
believed the incumbent supplier would be favoured.
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Public authorities should be aware of integrity risks that may arise when an incumbent

is reengaged. An incumbent may be unfairly advantaged by being asked to provide

information to be used in the procurement process. They may have access to confidential
tender information that is unavailable to other suppliers or have access to systems where
confidential tender information is stored. An incumbent may be unfairly advantaged if the
specificiations substantially describe the incumbent’s experience, capability or business

operating model **

An incumbent and a public sector employee may have developed such a strong working
relationship that it becomes a conflict of interests. Public sector employees involved in
procurements need to be aware of suppliers attempting to exploit an existing relationship

{Case study 1).

CASE STUDY 11:
Public officers may be perceived to favour an incumbent supplier

The Commissioner referred allegations to the Ombudsman that an incumbent
supplier had been given an unfair advantage over other bidders for a new
tranche of an existing product. The allegations involved public sector employees
involved in the procurement partaking in an overseas study tour arranged by the
incumbent. It was alleged that the incumbent was unfairly advantaged as they
used the trip as an opportunity to demonstrate a similar product developed for an
overseas agency. The incumbent did not win the contract, aithough the outcome
did not eliminate the possibility that the procurement had been improperly
manipulated.

The Ombudsman found that the incumbent was aware that the trip could
potentially influence the procurement in their favour. They had provided the
employees with an initial itinerary, and had hoped to share travel arrangements.
While overseas, the employees attended some meetings with the incumbent.
They also attended an office lunch at the incumbent’s overseas office while
rejecting offers of lunch or dinner with another supplier who was intending to bid.

The employees claimed that they had taken steps to prevent the incumbent
from influencing the procurement. They arranged the final itinerary, travel and
accommodation separately, and met with other stakeholders during the trip.

The Ombudsman found that the public officers had not committed misconduct.
However, the employees could have been more circumspect in their dealings
with the Incumbent to prevent perceptions of favouritism. The trip was not urgent,
and the Ombudsman queried why it was not postponed until the tender process
was complete.

Parties involved in a reengagement should declare and manage conflicts of interests.
An incumbent who intends to bid for a new procurement shouid not be involved in

developing procurement material, such as specifications. Information made available to
the incumbent should be made available to all suppliers. If possible, contract managers
should be regularly rotated and the contract manager should not be on the evaluation

panel. If the contract manager is on the evaluation panel, their contribution should be
given after other members.**
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Chapter seven:
Process integrity

The Framework establishes policies and processes which, if followed, should assist

in mitigating corruption in procurement. However, if the process for conducting a
procurement is not robust, procurement becomes vuinerable to being manipulated by
someone with improper intentions.

Planning a procurement

The Framework requires public authorities to plan procurements before they are released
to the market to ensure that procurements achieve best value for money.*® Only a small
proportion of procurement officers (5.2%) and suppliers {8%) considered procurement to
be vulnerable to corruption risks during the planning stage. However, procurement can
be corrupted if planning is inadequate. These risks may be underestimated.

Poor planning may result in frequent changes to a procurement’s scope. This may create
an opportunity for a dishonest supplier to charge for work that is not needed.* Poorly
written tender documents may be exploited by an unscrupulous supplier.

[0 7oy v

The time and documentation required in the planning stage was seen by some
respondents as onerous

However. others expressed frustration at the lack of attention paid to the initial stages of a
procurement.

i
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Variations and extensions

Poorly planned procurements may be vulnerable to the improper use of variations or
extensions. A variation involves a change to the established contract. An extension allows
the contract to go beyond its expiry date. PSSA's Contract Extensions and Variations
Guideline stipulates that an agency may extend a contract by exercising an option written
into the contract, or if an option does not exist, by parties agreeing to extend the expiry
date.

1SNYL9ONIANG

Several Commission investigations have involved a public sector employee failing
to obtain required approvals for variations. One involved the granting of extensions
despite the contract not containing any extension options. Another noted the failure
to appropriately document variations. These problems have been observed in other
jurisdictions ®*

Contracts above $55.000 must be reported in PARS.#* This includes contracts where
variations have increased the contract value above the threshold. A small number of
agencies were responsible for a high number of variations. Agencies need to be aware
of the corruption risks associated with the misuse of variations. Variations should only be
used where necessary and in line with procurement policies and procedures, and not for
expediency.

IN3W3YND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D

Feedback from those who have attended corruption risks in procurement masterclasses
run collaboratively by the Commission and PSSA suggests that corruption risks arising
from the improper use of variations are not well understood:

[y -

There is currently no requirement for public authorities to report variations to the Office of
the Industry Advocate. A variation may impact upon an Industry Participation Plan without
the Office of the Industry Advocate being made aware of this outcome.
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Evaluating tenders

PSSA's Evaluation and Planning Guideline requires public authorities to have an
evaluation plan® The guideline recommends that members of the evaluation team
have the capability to understand the tender. The team should consider and document
conflicts of interests, security of information, management of late and alternative offers,
and the process for clarifying offers.

Approximately one fifth of procurement officers (19.9%) claimed to have observed certain
suppliers being improperly favoured when evaluating bids. Respondents perceived
evaluation panels to be more vulnerable to unconscious bias than explicit favouritism.
Respondents suggested that favouritism could be avoided by:

» panel members being trained on addressing unconscious bias
» an external member included on evaluation panels for high value procurements
» exclusion of members with pre-existing relationships with tenderers

» panels being chaired by a procurement professional.

Several respondents made comments regarding integrity breaches that go beyond
unconscious bias. One procurement officer described witnessing a senior manager
improperly overturning an evaluation panel’s decision. Several suppliers involved in
separate procurements believed that someone on the evaluation panel had favoured a
tenderer with whom they had common interests.

A few suppliers perceived that a procurement had been improperly influenced by an
undeclared conflict of interests. This included one supplier who claimed that during
the debrief they were told by an evaluation panel member that the evaluation panel's
decision was overturned by someone in a “higher” position.
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Open periods

PSSA's Sourcing Policy requires that suppliers are given sufficient time to prepare a high
quality bid.*®* Just over half of suppliers (55%) surveyed believed that they had sufficient
time to prepare their most recent bid. Short opening periods may favour a preferred
supplier, particularly an incumbent supplier.

1SNYL9ONIANG

PSSA’s Sourcing Policy allows for an extension to a procurement opening period only in
limited circumstances.®® Preferential treatment of suppliers regarding accepting late bids
can confer an unfair advantage (Case study 12).

CASE STUDY 12:
Public sector employee improperly favours a supplier by accepting a late tender

IN3W34ND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D

The Commission received allegations that a procurement officer working for

a local council had reopened a tender upon request from a certain supplier,
and had done so without notifying his CEO or receiving approval. Competing
tenderers were not offered an extension. The public officer argued that the
supplier had not received preferential treatment as other tenderers could have
requested an extension. However, the tender had been advertised on the SA
Tenders website, which clearly stated that late bids would not be accepted.
The supplier who had received the extension was awarded the contract. It was
alleged that the public officer had an undeclared conflict of interests with the
successful supplier.

Several suppliers explained that they had worked hard to ensure that their tender was
submitted on time, only to discover that a competing supplier had successfully applied to
have the closing date extended. A few suppliers expressed frustration at having the due
date changed multiple times, and several believed that a preferred supplier may have
received favourable treatment.
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egregate duties

Corruption may occur if a single employee has end-to-end control over a procurement,

ecially if this control is exercised without sufficient supervision {Case study 13). The

failure to ensure separation between decision making at each stage of the procurement
may make corruption difficult to detect.

CASE STUDY 13:

ure to adequately segregate procurement and financial duties results in improper

procurement

The Commission received allegations that a purchasing officer for a local

council had entered into a large number of contracts with a single supplier
without following proper processes, including for contracts that exceeded their
financial delegation. A review conducted by the Council found that inadequate
segregation of purchasing and payment functions had allowed a single public
officer to commission and authorise Council contracts without having followed
relevant policies and procedures. The contracts were for services that were
beyond requirements and at premium prices. The review noted that under-
resourcing and a lack of centralised control of the Council’s procurement function
had created an opportunity for the exploitation of procurements.

RECOMMENDATION 14
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Exceeding delegated authority

PSSA's Governance Arrangements Guideline allows a public authority’s Chief Executive
to delegate procurement authority to any public officer within their department.s”
Commission investigations have found that public sector employees have exceeded their
procurement authority, sometimes with detrimental consequences for the public interest.
In some instances, the employee was unaware of the need to obtain proper authorisation
(Case study 14). Allegations have also been investigated that delegated authority has
been intentionally exceeded.

1SNYL9ONIANG

CASE STUDY 14:
Public sector employee exceeds her delegation to sign a contract that does not offer
value for money

IN3W3YND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D

The Commission received allegations that a public sector employee had
exceeded her delegation authority by signing a contract for the provision of
services. It was further alleged that the public sector employee had executed the
contract without undertaking prior financial assessment and without consulting
the agency's CEO, Chief Financial Officer or her manager. The procurement did
not provide value for money, and the agency suffered a substantial financial loss
due to the contract.

Dealing with unsuccessful tenderers

PSSA's Supplier Debrief Guideline requires that tenderers are informed of the
procurement outcome and given an opportunity to receive feedback.* Debriefs are
important to ensure accountability and provide the public authority an opportunity to
demonstrate that the procurement was conducted fairly. Public sector employees may
be reluctant to provide feedback as they lack confidence or an understanding of probity.
A public sector employee who is reluctant to provide feedback to suppliers may also be
trying to hide improper behaviour.

Some suppliers claimed they were not offered a debrief. The failure to provide sufficient

feedback may lead unsuccessful suppliers to become suspicious that the procurement
decision was unduly influenced.

T
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Record keeping

Good record keeping is essential to maintaining accountability and transparency, and
may be useful to address questions about a procurement’s integrity. Good record
keeping may deter corruption by increasing the likelihood that improper conduct will be
detected, as explained in the Commission’s evaluation of the City of Playford Council:

While it may be the case that each procurement was attended to with great care, the
absence of important, availoble and auditable records relevant to the procurements
puts the council at risk of assertions of unfair and unethical processes. Moreover there
is a real risk that an individual or individuals will take advantage of lax processes to
engage in impropriety with little chance of detection.®

PSSA's Procurement Govemnance Policy requires that accurate records are kept for all
stages of the procurement processes and decisions are documented. Documentation
should be sufficient to allow for auditing or other review.™

Most procurement officers (80.9%) responded that the process for their most recent
procurement was well documented. However, Commission investigators have found
that documentation in relation to public sector procurement is not always adequate. The
Auditor-General has also observed that public authorities do not always keep adequate
documentation. This includes public authorities not maintaining a record of contact and
interactions with potential tenderers, actions taken to manage a potential conflict of
interests, the assessment of probity, and how bids were assessed.”

ssssssssssssssnnnns
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Chapter eight:
Capability

Public sector employees involved in procuring goods and services require sufficient
procurement knowledge and skills to perform their jobs competently. PSSA's Capability
Development Strategy 2021-23 sets out the South Australian government’s commitment
to developing “a highly qualified, technically skilled workforce of procurement and
contract management professionals™ This involves assisting procurement leaders to
develop the skills necessary to undertake their roles, and public authorities to attract and
recognise skilled procurement staff.

Lack of capacity

Some procurement staff specialise in procurement, and have significant experience and
relevant professional qualifications.”™ Suppliers described these procurement officers
as having an excellent understanding of procurement processes including probity
requirements.

Other public sector employees may perform procurements occasionally and alongside
other duties, and may not have relevant professional qualifications in procurement.™
Procurement officers who are infrequently involved in procurement were less aware of
corruption risks in procurement compared to those with more experience.”™ Procurement
officers who are not well versed in integrity risks may be manipulated by a supplier with
nefarious intentions {Case study 15).

CASE STUDY 15:
Misguided public sector employee allows neighbour to improperly secure a contract™

The Western Australia Corruption and Crime Commission found that a project
director had mishandled the procurement of specialised equipment. Several
potential suppliers were identified, and the project director had some queries
about a Chinese-based supplier. The project director asked his neighbour,
who was also a long term friend, for advice as he had previously procured an
unrelated product from China for another government agency. The neighbour
offered advice on purchasing. He recommended the project director bypass
the Chinese supplier and purchase the equipment directly from a Chinese
manufacturer, and offered to help transiate.

The project director invited his neighbour’s wife’s company, in which his
neighbour was a shareholder, to bid. The project director disclosed draft
documents and the details of another bidder to his neighbour. The company

was preferentially allowed an extension to complete tender documentation.

The company won the bid despite failing the financial capacity assessment The
project director was on the evaluation panel. He declared that he had no conflicts
of interests.
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The procurement cost approximately $1million. The equipment that was
eventually purchased was defective and unusable. The agency considered
selling it for scrap valued at about $24,000. While not corrupt, the project director
was described as misguided, naive, and insufficiently aware of confidentiality
obligations and requirements to declare conflicts of interests. Inexperienced
procurement and contract management staff aided the project director’s conduct
and contributed to the poor procurement outcome.

Several suppliers related experiences of dealing with a succession of newly-appointed
procurement officers, and subsequent poor communication and delays in decision
making. Those suppliers described the procurement process as “chaotic™ and “a
shambles.” High staft turnover and a lack of expertise can reduce personal responsibility
and accountability, and leave procurements vuinerable to corruption.”™

An evaluation panel that lacks sufficient understanding of the product being procured
may award a contract to the lowest bidder, rather than the bid that offers the best

value for money. Underpriced tenders may result in underperformance and excessive
variations, and not provide the greatest economic benefit realisation for South Australia.

PSSA's capability development strategy will assist public authorities to undertake
procurements competently. However, small agencies may continue to struggle to support
their procurements. PSSA conducts procurements on a cost recovery basis for agencies
that require additional assistance. This approach may provide a more viable solution to
building capacity.

B Y
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Information and communication technology
procurement

The need for procurement officers to have appropriate skills and expertise is most
acute in complex procurements such as in the supply of information and communication
technology (ICT) services.™

o

The Commission has received allegations about improper ICT procurements
(Case study 16).

CASE STUDY 16:
Procurement officer’s lack of experience compromises an ICT procurement

The Commission received allegations that a public authority had not followed
proper processes in relation to an ICT project procurement. An investigation
conducted by the public authority did not find evidence of improper conduct.
However, it highlighted how the integrity of an ICT procurement can be
compromised if the procurement team lacks sufficient resources and expertise.

The procurement was initially intended to secure an off the shelf software
product When no such product was available, the need for a bespoke product
resulted in the procurement becoming complex. The procurement team did not
sufficiently understand the business requirements of a complex ICT product, and
awarded the tender to the lowest priced bidder. The procurement team did not
adequately assess whether the product would fit specification, or the supplier's
ability to deliver. As a result, the project was considerably delayed and incurred
additional costs.

ICT procurements can be for high value, long term goods and services, and can include
numerous components, some of which may be intentionally omitted. For instance,

an unscrupulous procurement officer may deliberately manipulate a procurement by
including software, but excluding ongoing support or upgrades, to avoid delegation
threshold. The need to add components after the contract has been executed, and
without an open market procurement, increases the risk of corruption.

Public sector procurement staff need to have sufficient knowledge of the public
authority’s requirements and the nature and full cost of products. If they do not have this
knowledge, they should seek external advice such as appointing an external subject
matter expert.
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Procurement under pressure

Procurement conducted under pressure may be vuinerable to corruption. Pressure may
arise from procurement officers undertaking procurement duties without sufficient training
and support, excessive workloads, or the need to spend funds in a short period of time™
(Case study 17).

CASE STUDY 17:
A procurement officer under pressure circumvents procurement policies and
procedures

The Commission received allegations that a public sector employee had divided
works into separate quotes to avoid procurement delegation thresholds. The
employee had accepted quotes that contained duplication of costs and works,
and had authorised work to be performed without purchase orders.

Some of these works were procured after the agency identified unexpended
funds, and had directed the employee to spend this funding in a short period
of time. The employee did not use a list of prioritised work that was available.
Instead, he decided on required works himself. Pressure to spend funds quickly
may have contributed to the employee's use of workarounds.

The employee engaged in further misconduct. He failed to declare that he was in
a relationship with a manager from a supplier, and improperly directed work to the
supplier. This supplier's contract was extended at least three times, despite there
being no options for an extension. The employee approved work performed

by this supplier without raising a purchase order. It was further alleged that the
employee had improperly disclosed confidential tender information to his partner.

The investigation concluded that the employee’s misconduct may have been
triggered by a lack of skills, training and support needed to fulfil his duties. The
employee had discretion over key business processes without appropriate
scrutiny, which increased his opportunity to engage in improper conduct and the
likelihood of his behaviour going undetected.

Several procurement officers commented that the greatest pressure came from ministers.

i

These procurement officers explained that ministerial pressure can result in rushed
procurements which are vulnerable to unplanned changes and expensive variations, and
the improper use of direct market procurements.
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Procurement during times of crisis

Procurement officers can be placed under pressure when a procurement is required in
a crisis. Integrity risks may be exacerbated during a crisis, including procurement being
duly influenced by an undeclared and unmanaged conflict of interests, unauthorised
disclosure of confidential tender information, and the circumvention of procurement
policies and processes. Further risks are discussed in the Commission’s report Public
Administration in @ Pandemic: Unique Challenges in the Current Climate:

Engaging in emergency procurements, the avoidance of normal procurement practices
in the interests of expedience, the increased use of credit cards to procure goods,
vendors requesting contract variations and/or advance/quick payment, and the use of
direct negotiations are olf possible circumstances that, while potentially necessary and
unavoeidable in the current climate, nevertheless lend themselves to greater integrity
risk. They should be carefully monitored and managed®®

Several suppliers alleged that emergency situations may provide unscrupulous suppliers
with opportunities to obtain contracts that do not offer value for money. During an
emergency situation, public authorities should be alert to suppliers who are unknown to
the public authority and, if possible, use pre-qualified suppliers. Documentation should
not be neglected. including recording decisions made outside online financial systems.
Public authorities may consider allowing suppliers to rely on force majeure clauses in
contracts, or otherwise not force suppliers to meet impossible deadlines as this may
encourage dishonest conduct and/or substandard work*

PSSA's Emergency Situation Procurement Schedule allows for emergency protocols to be
applied to situations defined as such under the Emergency Management Act 2004. The
Schedule only applies to those public authorities who have emergency responsibilities
and who are responding to an emergency. in accordance with the provisions of the

State Emergency Management Plan, or formal arrangements outlined in other state

or commonwealth emergency service related legislation. The Emergency Situation
Procedure Schedule requires relevant public authorities to “develop a document strategy
to ensure their readiness for undertaking procurements in the event of an emergency.”
However, some agencies may not have such a strategy in place.

Agencies should ensure that they fully understand when emergency situation
procurements can be used. Emergency situation procurements cannot be used to
avoid due planning approvals and compelitive procurement processes, or for urgent
or unplanned procurements which are not part of an emergency event.® The Auditor-
General has reported that a public authority applied emergency situation procurement
protocols when no emergency situation had been declared.*

Public

RECOMMENDATION 17
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Chapter nine:
Under reporting of corruption and
impropriety in procurement

The Commission’s ability to detect, investigate and prevent corruption is heavily
dependent on public officers making reports of suspicious behaviour. PSSA's Supplier
Complaints Schedule states that:

Supplier complaints can be a valuable source of information on how and where issues
have occurred and may pinpoint improvement opportunities in the procurement
function and processes.®®

However, the Commission has received relatively few complaints and reports from
suppliers. In other jurisdictions, suppliers also rarely report corruption, even when they
believe that corruption is a major problem or they have lost important contracts.®
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Suppliers’ awareness of reporting obligations

Suppliers who are contracted to public authorities are public officers under the
Independent Commission Against Corruption Act 2012, and public officers have a duty to
report suspected corruption to the Office for Public Integrity.®” However, a considerable
proportion of suppliers (40%) were unaware that they were classified as public officers,
and almost half (48.3%) were unaware of their reporting obligations.
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Only one third of suppliers (32.8%) were aware of how to report corruption or
other impropriety. This is despite PSSA's Supplier Complaints Schedule requiring
public authorities to provide “clear and accessible information for suppliers at the
commencement of a procurement process on submitting a complaint or providing
feedback.™®

Small suppliers in particular perceived reporting impropriety as being overly
complicated.®? Suppliers on agency-based panels were unsure about how to report.®
Those primarily located outside of South Australia were confused about what should be
reported.”

IN3W3YND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D

Suppliers involved in bidding for construction and infrastructure contracts were more
likely than other suppliers to believe that reporting is not their responsibility and were
less likely to make their subcontractors aware of their obligations as public officers.
Instead of reporting. construction and infrastructure suppliers were more likely to not bid
if they suspect potential corruption.*

Construction and infrastructure procurements often involve large sums of money and can
be especially vulnerable to corruption.® It is essential that suppliers and procurement
officers involved in construction and infrastructure are prepared to report if they suspect
potential corruption or other impropriety.

Attendees of masterclasses on corruption risks run collaboratively by the Commission
and PSSA have suggested that contract managers could include information about
reporting obligations in policies and contract documentation, and in contractor inductions.
These suggestions would raise awareness among successful suppliers.

There is also a need to raise awareness of the importance of reporting among
unsuccessful suppliers. Unsuccessful suppliers may be best placed to report suspicious
conduct.* While they are not classified as public officers, they are still able to report to
the Office for Public Integrity.

PSSA is developing a website for public sector suppliers that will include information on
suppliers’ reporting responsibilities. Agencies could include information on how to report
in tender information, especially for tenders related to construction and infrastructure
projects. These initiatives may encourage unsuccessful suppliers to report.
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Procurement officers’ awareness of reporting
obligations

One in four procurement officers {19.9%) were unaware that contractors are public officers
while performing contract work for a public authority. More than half {53.3%) were unsure

if their workplace provides contractors with information about their reporting obligations
as public officers

_UREMEN
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Feedback from masterclasses run by the Commission and PSSA on corruption risks in
procurement suggests that more needs to be done to ensure that procurement officers
are aware of reporting obligations.

[

The role of informing contractors of their reporting obligations primarily falls to contract
managers. Nevertheless, procurement officers may have opportunities to make
contractors aware of their reporting obligations, such as directing potential suppliers to
PSSA's supplier website once it become available, or including information on reporting
obligations in tender documents

B I Y
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Fear of negative repercussions

Suppliers’ reluctance to report suspicious behaviour may be due to fear of suffering
negative repercussions. Aimost two thirds of suppliers (61.6%) responded that they would
be anxious about the personal impact of reporting corruption. More than half (58.7%) were
worried that their organisation’s ability to win another contract would be jeopardised if
they reported.

1SNYL9ONIANG

A few suppliers stated that they had been “blacklisted” by a public authority for speaking
out. During one of the Commission’s investigations, suppliers explained that they had not
reported problems as they wanted to protect their business (Case study 18).

CASE STUDY 18:
Suppliers are reluctant to report improper conduct

IN3W3YND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D

The Commission received an allegation that a public sector employee
responsible for procuring contracts under a panel arrangement had been
behaving inappropriately towards suppliers. It was alleged that the employee
had threatened that suppliers would not secure work if they did not agree to
her rates and had insisted that she was the only point of contact. Suppliers
interviewed during the investigation explained that they had not complained as
they were worried that they would lose business. The matter was referred to the
Ombudsman who found that while the public officer’s behaviour could not be
proved to be threatening or unprofessional, it did limit the ability of suppliers to
raise concerns with the department.

PSSA's Supplier Complaints Schedule requires public authorities to appropriately handle
complaints, including appropriately managing the confidentiality of identities. Some
suppliers (42 6%) believed that their identity would be disclosed if they reported. Several
related having their identity disclosed to the public authority at the centre of the report.
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Reports of potential impropriety must be
actioned

Reports about improper conduct in public sector procurement must be acted upon. The
failure to do so can allow corruption to continue unabated. Public officers who perceive
that reporting is futile, or that reports may not remain confidential may also be deterred
from speaking out.

Less than half of procurement officers (48.4%) and a quarter of suppliers {275%) were
confident that action would be taken if they reported impropriety. Some suppliers and
procurement officers who had reported impropriety were critical that appropriate action
had not been taken:

i

Public authorities do not always adequately act on a repont of impropriety (Case study 19).

CASE STUDY 19:
Public authority does not adequately address a complaint made by a supplier

A complaint regarding procurement was referred to the Ombudsman, who
concluded that the department had not adequately dealt with the initial complaint.
The department had investigated the complaint, but had not clearly identified the
issues raised, had not established if the issues were valid, and had not explained
to the reporter what actions the department was going to take in response to
deficiencies identified.

On 20 February 2023, an independent complaints process was established by PSSA.
This involves the Chief Executive of the public authority informing the Procurement
Review Committee within seven days of any unresolved complaints.®®
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Chapter ten:
Conclusion

Too often corruption in public sector procurement is overlooked or undetected. Red flags
that should be noticed and reported are ignored. As a result, corruption is allowed to
continue unabated.®

This problem may be partly due to public officers and others involved in the procurement
process being reluctant to report suspected corruption. However, failure to act may also
reflect a lack of awareness of behaviour that may indicate that procurement is being
unduly influenced.

Public officers are reminded to be alert to suspicious conduct relating to public sector
procurement. These warning signs do not necessarily constitute corruption per se.
However, they should prompt public officers to make further enquiries and repon
suspicious conduct
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sector procurement
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Tenders being split so that they fall under procurement thresholds

The inclusion of an Aboriginal supplier to increase the chances of winning a tender.
Once the tender has been successful, not allocating work to the Aboriginal supplier
or misrepresenting labour hours performed by Aboriginal workers

Public officers failing to disclose and effectively manage a conflict of interests

Public sector employees accepting or soliciting gifts, benefits or hospitality from
suppliers

Suppliers offering gifts, benefits or hospitality to public sector employees with
procurement responsibilities

Public employees or suppliers improperly accessing. or attempting to improperly
access, confidential procurement information

Public sector employees improperly disclosing confidential procurement
information to suppliers, or withholding tender information from suppliers

Misuse of limited market approaches, variations and extensions

Suppliers or public sector employees manipulating tender documents, including
influencing specifications, to favour specific suppliers

Suppliers being improperly included on a panel or multi-use supplier list, and
failures to use suppliers on mandated panels/lists without approved exemptions

The awarding of contracts to incumbent suppliers, including those on supplier
panels, which do not offer value for money

Unsolicited proposals that have not followed proper processes

Poorly planned procurements, overly vague specifications, and repeated changes
1o scope

Late tenders accepted from one supplier, but not others

Public sector employees having discretion over the entire procurement lifecycle
Public sector employees exceeding their delegated authority

Failure to maintain robust documentation relating to procurement decisions

Lack of transparency regarding procurement decisions, including the failure to
provide appropriate and timely feedback to unsuccessful suppliers

Procurements that are rushed, under-resourced, pressured by interested parties
and conducted by procurement officers who have not received sufficient training
and support

Public authorities inappropriately using emergency procurement processes

Iltem 5.1 - Attachment 1 Page 76

)
O

1SNYL9ONIANG

IN3W3YND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D



City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

BUYING TRUST
(@)

CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Iltem 5.1 - Attachment 1 Page 77 ‘



City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

ENDNOTES

Item 5.1 - Attachment 1




City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

~
N

E

—

BUYING TRUST

CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

12
13

o ®

20

2

22

23

24

Item 5.1 - Attachment 1

ndnotes

Department for Industry and Skills, Skilling South Austrolio: Procurement Guideline (1 December 2018) p 3.
Department of Treasury and Finance, Tregsurer’s Instructions 18 - Procurement. Section 5{1}(20 February
2023,

For a description of the survey method. sample and findings see Independent Commission Against
Corruption, South Australia, Survey of Comuption Risks in Public Sector Procurement {August 2023).

Tina Seeide ‘Corruption in International Business Transactions: The Perspective of Norwegian Firms®

in Susan Rose-Ackerman {ed; intemational Hondbook on the Economics of Corruption [Edward Elgar
Publishing Limited. 2006} p 394.

Procurement Services SA. Procurement Governance Policy {20 February 2023).

Independent Broad-Based Anti-Corruption Commission, Perceptions of Corruption 2022 Supplers
{December 2022} Independent Broad-Based Anti-Corruption Commission, Perceptions of Corruption:
Survey of Victorion Govermment Suppiies (June 2016); Independent Commission Against Corruption, New
South Wales, Corruption Risks in NSW Government Procurement: Suppliers’ Perceptions of Corruption
{20M).

Independent Commission Against Comruption, South Austealia, Evaluction of the Proctices. Policies and
Procedures of Super SA (6 September 2022} p 70.

Independent Commission Against Corruption, New South Wales, Submission to the Legisiative Council
Inquiry inte Procurement Proctices of Government Agencies in New South Wales ond &s Impact on the
Sodiol Development of the Peaple of New South Woles, Sanding Committee on Social Issues {January
2024)p 10.

Independent Broad-Based Anti-Corruption Commission, Operation Fezeoy: An lnvestigation into the
Conduct of Former Empioyees of the Department of Transpory Public Teansport Victorio, Borry John Weils
ond Hoe Ghee {Albert) Qoi, ond Others (October 2014}

Attomey-General's Depanment, Government of South Australia, Aboriginal Economic Participation,
accessed 21 May 2024, ipsiiwven agd sa gov awaborigingl: aftairs-and.ceconciliatioaborignal-land.and-
businesafabor igoal e on omic-panIpalion

Deloitte, Third Yeor Evoluation of the indigenous Procurement Policy (Depatment of the Prime Minister and
Cabinet, August 2019},

Supply Nation, accessed 21 May 2024, 1y £
Standing Committee on Indigenous Aftairs, koporr on Mgewus Participation in Employment and
Business (Pariament of the Commonweaith of Australia, 2021 p 20-32; Select Committee on the
Eftectiveness of the Australian Government's Northern Australian Agenda, Final Report {Parliament

of the Commonwealth of Australia, April 2021 p 134-146; Small Business Commissioner, New South
Wales, Submission to Review of the Aberiginal Procurement Policy (APP) and Aborniginal Participation in
Construction (APIC) Policy (2 August 2019}

Department for Industry and Skills, Skiliing South Australio: Procurement Guideiine {1 December 2018} p 3.
Standing Committee on Indigenous Aftairs, Report on Indigenous Paricipation in Employment and
Business Pariament of the Commonwealth of Australia, 2021 20-32: Northem Territory Auditor-General,
Report to the Legisiotive Assembly (November 2018 KPMG. independent Evaluction indigenous
Employment Provisionol Sum and Remote Contracting Policy: Final Report (Depanment of Trade,
Business and Innovation, 15 December 2016} Christopher Walsh 'Four-year sentence for Darwin builder
who swindled $200.000 from indigenous jobs program™ ABC News {10 April 2019), accessed 21 May
2024. htips Hiveww abec net duinesws 201904 10 4ail S for-danwin-buitder -who-swindled-indigenous
program0989510.

Department for Industry and Skills, Skilling South Australia: Procurement Guideline {1 December 2018} p 3.
Crime and Corruption Commission, Queensland, When Conflicts of Interest in Procurement Resuilt in
Criminol Convictions {September 2021

Procurement Senvices SA, Probity and Ethicol Procurement Guideline 20 February 2023)p 3.

For example, see Independent Broad-Based Anti-Cormuption Commission, Operation Betka: An
Investigotion nto Alleged Corrupt Conduct by o Former Contractor of the Department of Educction ond
Troining (May 2020}, Independent Commission Against Corruption, New South Wales, TAFE South West
Sydney Institute ~ Corruption Allegations Conceming ICT Monoger (Operation Sonet) (March 2016).
Auditor-General's Depantment, Report 8 of 2002. Annual Report for the Yeor ended 30 June 2022, Part C:
Agency Audit Reports (18 October 2022} p 45.

Independent Commission Against Corruption, New South Wales, Submission to the Legisiative Council
Inquiry into Procurement Practices of Govemment Agencies in New South Wales ond its impact on the
Socicl Development of the Peopie of New South Wales. Standing Committee on Social Issues {January
2024)

Office of the Commissioner for Public Sector Employment, Code of Ethics for the South Australion Public
Sector {January 2022)p 8.

Australian Public Service Commission, APS Vaolues and Code of Conduct in Practice (13 September 2021}
p S0.

Ibid.

pesb s B

Page 79



City of Mount Gambier
Audit and Risk Committee Meeting Agenda

29 July 2024

33
34

35
36
37

38
39

40

4

42
43

44
45
46
47

48
49

Independent Cc ission Against Comuption, South Australia, Integrity Spotlight, Gifts and Benefits (June
2022)p 1.

Independent C¢ ission Against Comuption, South A lia, integrity Spotlight: Gifts and Benefits
(June 2022); lndependeni Commission A gainst Comuption, New South Wales, Corruption Risk in NSW
Government Proc t: The Manog Challenge ([December 20M).

Adam Graycar ‘Mapping G plion in Proc [ (2019) 26{1} Journal of Financial Crime 162.
Procurement Services SA, Gifts, Entertainment ond Benefits Guideline (20 February 2023)p 1

Office of the Commissioner for Public Sector Employment, Guidelines. Gifts and Benefits (26 August 2020).

SA Health, Policy Gifts ond Benefits, (30 May 2023).

NSW Buy. Suppiier Code of Conduct (M February 2020y Buying for Victona, Supplier Code of Conduct (15
September 2022).

Independent Broad-Based Anti-Commuption Commission, Percepbions of Cor upt 2022 Suppiiers
(December 2022); Independent Broad-Based Anti-Comuption C . Perceptions of Corruption:
Survey of Victorion Government Supglies (June 2016); Independent Cc n Against Corruption, New
South Wales, Corruption Risks in NSW Govemment Procurement Suppliers’ Mepmns of Corruption
(20mp9.

Dana Katz, Arthur L. Caplan and Jon F. Merz All Gifts Large and Small: Toward an Understanding of the
Ethics of Pharmaceutical Industry Gift-Giving™ (2010} 10(10) The American Journd of Bioethics 1.
Procurement Working Group (Ministerial Statement), House of Assembly (13 March 2012). Printer Cartridge
Scam, Legislative Council (15 October 2013 Daniel Wills '$125m Spent by Public Servants in Cartridge
Kickback Scandal, Government Repont Reveals™ (14 March 2012) The Advertiser. Candice Pross 'Public
Servant Admits 1o ‘Gross Over-Ordering’ of Printer Carvidges Before Getting iPads’ (1S July 2016) ABC
News.

James P. Orlowski and Leon Wateska 'The Eftects of Pharmaceutical Firm Enticements on Physician
Prescribing Patterns: There’s No Such Thing as a Free Lunch™ (1992) 102 Chest 270.

Tasmanian Integrity Commission, An Own Motion Investigotion into Policies. Proctces and Procedures
Relating to Receiving ond Decloring of Gitts and Benefits in the Tosmanio State Sector {2015).

Corruption and Crime Commission, Western Australia, Report into Bribery and Coruption in Maintenance
and Service Contracts with North Meropolitan Health Service (16 August 2018).

Procurement Services SA, Sowrcing Policy (20 February 2023

Office of the Commissioner for Public Sector Employment, Code of Ethics for the South Australian Public
Sector (January 2022)p 6

IBAC's 2022 survey found 61% of suppliers believed there was a medium or high risk that confidential
tender information provided to agency could be leaked to a competitor prior 1o close of tender. IBAC's
2016 survey found 25% of suppliers believed it is typical or very typical for confidential tender information
to be leaked to competitors. Appre Iy 25% of respondents to the 2011 New South Wales survey
thought that the leaking of confidential tender information occurred frequently. Independent Broad-Based
Anti-Corruption Commission, Perceptions of Corruption 2022° Suppliers (December 2022); Independent
Broad-Based Anti-Corruption Commission, Perceptions of Corruption: Survey of Victorion Government
Suppliers (June 2016) 9. Independent Commission Against Corruption, New South Wales, Corruption Risks
in NSW Govemment Procurement; Suppliers’ Perceptions of Corruption {June 201 p 10,

Two thirds (64%) of respondents to the 2022 Victonian survey believed that there is a high or medium risk
of a Victorian state or local government agency giving unequal information to organisations interested in a
tender. In the 2016 Victorian survey and the 2011 New South Wales survey, approximately 40% of suppliers
believed that agencies typically give unequal information to suppliers interested in atender. Independent
Broad-Based Anti-Corruption Commission, Percepbons of Corruption 2022 Suppliers (December 2022),
Independent Broad-Based Ant. Comuption Commission, Perceptions of Corruption: Survey of Victorian
Government Suppliers (June 2016} p 9: Independent C n A Corruption, Corruption Risks in
NSWGo Procu t Suppliers’ Perceptions ofConmm {June 201 p 10

Procurement Services SA, Intellectual Property in Procurement Guideline {20 February 2023).
Independent Commission Against Comuption, New South Wales, Roods and Maritime Services -
Allegations Concerning Employees’ Awording of Contracts (Operation Ember) (2022).

Depantment of Treasury and Finance, South Australion Industry Participation Policy: Procedural Guidelines
{1 January 2023)p 3.

Procurement Services SA, Procurement Planning Policy (20 February 2023) pp 5-6.

Procurement Services SA, Panel Contracts Guideline 20 February 2023} p L

Independent Broad-Based Anti- Comruption Commission, Corruption Risks in the Public Health Sector
(October 2017y p .

Procurement Working Group. House of Assembly {14 March 2012).

Independent C¢ ission Against Comuption, New South Wales, investigation into the Awarding of Roads
ond Troffic Authority and Roads and Maritme Services Controcts (March 202 3); Independent Commission
Against Corruption, Investigation into the Conduct of a University of Sydney ICT Manager (May 2016).
Independent C¢ ission Against Comuption, New South Wales, Submission to the Legisiative Council
Inquiry into Procurement Practices of Government Agencies in New South Wales and its Impact on the
Social Development of the People of New South Wales, Standing Committee on Sodial Issues (January
2024)p9.

Procurement Services SA, Panel Contracts Guidelines (2 February 2023) pp 3-4.

Iltem 5.1 - Attachment 1 Page 80

~
w

1SNyl oNIANG

IN3W3YND0™d HOLD3S J1M8Nd NI SASIY NOLLdNHY0D



City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

~N
N

51

52
53

BUYING TRUST

CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

55

57

59

61

62
63

65
67
69
70
n

72
73

74
75

76

78

80

Item 5.1 - Attachment 1

This matter was assessed as raising potential issues of misconduct and maladministration. The matter was
accepted as it was received prior to the October 2021 legislative changes that restricted the Commission's
jurisdiction to corruption.

Department of Premier and Cabinet, Premier and Cabinet Circular PCO38 - Unsolicited Proposals.
Procurement Services SA. Unsolicited Proposals Schedule (1 June 2023).

Procurement Services SA, Procurement Planning Policy (20 February 2023).

Independent C ission Ag Corruption, South Australia, Yes Minister (7 March 2023) p 4.

Elisabetta lossa and Michael Waterson, "Maintaining Competition in Recurrent Procurement Conftracts:

A Case Study on the London Bus Market” (2019} 75 Transport Policy 141; Christoph Camehl and Stefan
Weiergraeber ‘Bidder Asy 5 in Proc Auctions: Efficiency vs. Information - Evidence from
Railway Passenger Services (2023} 87 international J I of indl I Organization:; Independent
Commission Against Corruption, New South Wales. Dealing with incumbent Providers in Procurement
{November 2021).

Elisabetta lossa and Michael Waterson, "Maintaining Competition in Recurrent Procurement Contracts: A
Case Study on the London Bus Market” (1029} 75 Transport Policy 4L

Independent Ce n Against Commuption, New South Wales, Dealing with Incumbent Providers in
Procurement (November 2021).

Dakshina G. De Silva, Georgie Kosmopoulou and Carlos Lamarche. ‘The Eftect of Information on the
Bidding and Survival of Entrants in Procurement Auctions” (2009} 93(1) Journal of Public Economics 56:
Independent C n Against Comruption, New South Wales, Dealing with incumbent Providers in
Procurement (November 2021

Procurement Services SA, Vialue of Money in Procurement Guideline (20 February 2023); Procurement
Services SA, Procurement Plonning Policy (20 February 2023).

Independent C on Against Comuption. New South Wales. Investigation into the Conduct of a Senior
Officer of the NSW Deparntment of Justice and Others (November 2016); Independent Commission Against
Corruption, New South Wales, investigation into the Conduct of o Mine Subsidence Board District Manager
{March 2016).

Office of the Auditor General Westemn Australia, Westerm Australion Auditor Generd's Report: Local
Govemment Controct Extensions ond Variotions and Ministerial Notice Not Required {4 May 2020).
Department of Treasury and Finance, Treosurer’s instructions 18 = Procurement, Section 10(Tfa) (20
February 2023}

Procurement Service South Australia, Evduation Pignning Guideline (20 February 2023)

Procurement Services SA, Sourcing Policy (20 February 2023)p 5.

Ibid.

Department of the Premier and Cabinet, Procurement Govemnance Policy {1 April 2021 p 2

Procurement Senvices SA, Supplier Debrief Guideline (20 February 2023).

Independent Commission Against Comuption, South Australia, Evaluation of the Proctices. Policies and
Procedures of the City of Ployford Council November 2019)p 8L

Procurement Services SA, Procurement Govemance Policy (20 February 2023)p 10.

Auditor-General's Depanment, South Australia, Botrery Storoge Procurement. Report 9{26 November
2018); Auditor-General's Depanment, South Australia, Probity of the Processes for the Heovy Rail Service
Controct, Report 9 (25 May 2021

Procurement Services SA, Capabiity Development Strategy 2021-23 (nd).

South Australian Productivity Commission, Govemment Procurement inquiry Stoge 2 = Final Report (8
November 2019) p 155.

Ibid, p 19,

Procurement officers who are occasionally involved in procurement are significantly more likely than those
who are frequently involved in procurement to rate their knowledge of corruption risks in procurement as
average or below (¥2=32.973. df=5, p<0.01. N=326. v=0.318). 1o not be aware that confidential agreements
are required for a procurement evaluation (x2=10.539, df=2, p<Q01, N=314, v=0183), not to consider that
agencies may give unequal information to suppliers (x2=13.080, df=5, p<0.05, N=314, v=0.204) and not to
believe that suppliers may ofter gifts to public sector employees involved in procurement (x2=12.065, df=5,
p<0.05. N=218, v=0.195).

Corruption and Crime Commission, Westem Australia, Review of an Investigation by Water Corporation into
Serious Misconduct Allegations in Procurement [2021).

Michaly Fazekas and Elizabeth David-Bamett. Corruption Risks in UK Public Procurement and New Anti-
Corruption Tools (Government Transparency Institute, November 2015) p 1L

Ivan Langr, ‘Public Procurement in the Systemic Comuption Environment: Evidence from the Czech
Republic’ (2018) 2 The NiSPocee J I of Public Administration and Policy 68.

Independent C ission Against Comuption, New South Wales, Submission to the Legisiative Council
Inquiry into Procurement Practices of Govemment Agencies in New South Wales and ts Impact on the
Sodial Development of the People of New South Wales, Standing Committee on Social Issues (January
2024 p .

Independent Commissioner Against Comuption. South Austraka, Public Administration in a Pandemic:
Unique Challenges in the Current Climate (May 2020)p 7.

Page 81



City of Mount Gambier
Audit and Risk Committee Meeting Agenda

29 July 2024

81

93

94

95
96

Independent Commission Against Comruption, New South Wales. Monaging Corrupt Conduct During the
Covid-19 Outbreak (2 April 2020); Independent Commissioner Against Corruption, South Australia, Public
Administration in o Pandemic: Unique Chollenges in the Current Climate (May 2020); Independent Broad-
Based Anti-Corruption Commission, Stote Govermment: Building Pubiic Sector Integrity During Times of
Crisis or Emergency {August 2020}

Procurement Services SA, Emergency Procurement Schedule {20 February 2023) 2.

Ibid.

Auditor-General's Department, Repont 8 of 2022, Annudl Report for the Year Ended 30 June 2022.Pact C:
Agency Audit Report (18 October 2022 p 353.

Procurement Services SA, Suppiier Comploints Procedure {20 February 2023jp L

Ibid.

Independent Commission Against Corruption, South Australia. Foctsheet: Are you o Government
Contractor? (January 2023

Procurement Services SA, Supplier Compioints Schedule (20 February 2023).

%2=18.853, N=352, df=10, p<0.05, v=0164

x2=1.450, N=357, df=5, p<00S. v=.0179

x2=1729, N=358, df=5, p<0.05. v=0181

Suppliers involved in construction procurements are significantly more likely than suppliers for other types
of goods and services to believe that it is not their responsibility to report {x2=18.937, df=5, p<0.01, v=0.230)
and to state that they do not make subcontractors aware of their obligations as public officers (211789,
df=3, p<0.01, v=0181

Independent Broad-Based Ant- Corruption Commission, Construction Risks Associoted with Mojor
Tronsport Infrostructure Projects (February 2023

Tina Soreide, 'Beaten by Bribery. Why Not Blow the Whistle” j2008) 164(3} Journal of Institutional ond
Theoreticol Economics 407.

Procurement Services SA, Procurement Governance Policy (20 February 20234 p 10

For example, Independent Broad-Based Anti-Corruption Commission, Operation Liverpool An
Investigotion into the Conduct of Two Officers of Bendigo Heolth, Adom Harding ond John Mulder (March
2017y Independent Broad-Based Anti-Corruption Commission, Operation Nepean: An Investigotion into the
Conduct of Former Employee of Dome Phyllis Frost Centre, Jeft Finlow {April 2017y Corruption and Crime
Commission, Western Australia, Review of An invesogation by Woter Corporation into Serdous Misconduct
Allegations in Procurement [2021).

Iltem 5.1 - Attachment 1 Page 82

N
ol

1SNYLONIANG

INIW3END0Y™d YO LD3S 21N8Nd NI SHSIY NOLLINIHOD



City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

Item 5.1 - Attachment 1




City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

52 INTERNAL AUDIT - PAYROLL AND REMUNERATION — REPORT NO. AR24/29749

Committee: Audit and Risk Committee

Meeting Date: 29 July 2024

Report No.: AR24/29749

CM9 Reference: AF11/863

Author: Kahli Rolton, Acting Manager Financial Services

Authoriser: Jane Fetherstonhaugh, General Manager Corporate and Regulatory
Services

Summary: This report provides a summary of the Internal Audit - Payroll and

Remuneration outcomes including findings and actions as
prepared by UHY Haines Norton, Chartered Accountants.

Strategic Plan Goal 1: Our People
Reference: Goal 2: Our Location

Goal 3: Our Diverse Economy

Goal 4: Our Climate, Natural Resources, Arts, Culture and Heritage

Goal 5: Our Commitment

REPORT RECOMMENDATION

1. That Audit and Risk Committee Report No. AR24/29749 titled ‘Internal Audit - Payroll and
Remuneration’ as presented on 29 July 2024 be noted.

2.  That it be noted that progress achieved on the actions resulting from the Internal Audit —
Payroll and Remuneration will be reported in future internal audit updates.
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TYPE OF REPORT
Corporate

BACKGROUND

1. Statutes Amendment (Local Government Review) Act 2021 — Item 83 Amendment of section
125 - Internal control policies and item 84 Amendment of section 126 — Audit and Risk committee
applies greater emphasis on internal audit and risk management.

2. Local Government Act 1999 Section 125A - Internal audit functions:

8} The chief executive officer of a council that has an internal audit function must, before
appointing a person to be primarily responsible for the internal audit function, or
assigning such responsibility to an employee of the council, consult with the relevant
audit and risk committee on the appointment or assignment of responsibility.

2) Despite any other law or instrument to the contrary, the person primarily responsible for
the internal audit function—

@) must ensure that any reports they prepare relating to the internal audit function
are provided directly to the audit and risk committee; and

(b) may report any matters relating to the internal audit function directly to the audit
and risk committee.

3. Local Government Act 1999 section 126(4) — Audit and risk committee:
The functions of a council audit and risk committee include—
(9)(i) if the council has an internal audit function—
(A) providing oversight of planning and scoping of the internal audit work plan; and
(B) reviewing and commenting on reports provided by the person primarily responsible
for the internal audit function at least on a quarterly basis;

4. Internal Audit Approach - Council has historically not had an internal audit function or
undertaken internal audits. An approach was agreed with Dean Newbery and Partners further to
their appointment as Council’s external auditor in 2021 as follows:

e |[nternal Financial Controls Self-Assessment - The internal financial controls that had not
been assessed since 2018 would be assessed in FY 2023;

e Internal Audit - A risk-based approach would be undertaken to build an internal audit
program starting with one internal audit in FY 2024.

5. Audit and Risk Committee Terms of Reference - The following section of the Audit and Risk
Committee Terms of Reference (as adopted in April 2024) is relevant to this report:

12.4 Internal Audit (where Council has a separate internal audit function) The
Committee shall:

12.4.1 Monitor and Review - The effectiveness of the Council’s internal audit
function in the context of the Council’s overall risk management system.

12.4.2 Program - Consider and make recommendation on the program of the
internal audit function and the adequacy of its resources and access to
information to enable it to perform its function effectively and in accordance with
the relevant professional standards.

12.4.3 Reports - Review all reports on the Council’s operations from the internal
auditors.

Aligned with Sections 125A and 126 (4) of the Local Government Act.
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12.4.4 Findings and Recommendations - Review and monitor management’s
responsiveness to the findings and recommendations of the Internal Auditor;
and

12.4.5 Direct Access - Provide the internal Auditor with the right of direct access to
the Mayor of the Council and to the Presiding Member of the Committee.

Internal Audit Plan - Was reviewed at the November 2023 Audit and Risk Committee meeting
and adopted at the December 2023 Council meeting. The scope of the program included an
Internal Audit of Payroll and Remuneration that would utilise external resource.

Quarterly Internal Audit Update Report - Was presented to the Audit and Risk Committee for
the first time at the January 2024 meeting including the following:

e RFQ Process - A select Request for Quote (RFQ) process was undertaken in December

2023 and January 2024 where two external providers were provided with a copy of the
Internal Audit Plan that was adopted in December 2023. Both external providers provided
submissions that were reviewed by the Manager Financial Services with a recommendation
provided to the General Manager.

External Provider Engagement and Planning — UHY Haines Norton was the external provider
appointed to undertake the internal audit. An Initial meeting held with preferred provider to work
through the proposed scope, timing and price in more detail, the provider then met with Council’s
external auditor.

Internal Audit Scope Review - Aligned with the adopted Internal Audit Plan 2024-2026 and the
Internal Audit Policy a report was brought to the February Audit and Risk Committee to outline
the scope for the Payroll and Remuneration Internal Audit.

PROPOSAL

1.

Audit Scope - The focus of the audit was to ensure accuracy and compliance in relation to
changes that take place during the employee lifecycle. In the first instance, this involved review
of payroll/HR processes and supporting calculations including the following:

e Appointment - When a new employee is appointed and starts at City of Mount Gambier
(CoMG).

¢ Changes to employment terms - EB changes, increment increases, temporary changes in
role (e.g. higher duties/acting),

¢ Termination — When an employee exits the organisation.

Scope Exclusions - The internal Auditor engaged with Council’s External Auditor (Dean
Newbery) to minimise any overlap between the external audit and this internal audit activity.

Sample Size - The sampling size for new employees was 20%, for changes to employee terms
was 10%, and for terminated employees was 10%.

Internal Audit Timings - The internal audit took place in March 2024 onsite with the report
produced in June 2024.

Budget - The agreed budget for this Audit is aligned with the 2023/2024 budget of $10k.

Management of Internal Audit - The internal audit was undertaken by the external provider.
This report is brought to the Audit and Risk Committee by the Acting Manager Financial Services
to detail the findings and recommendations.
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7. Report General Observations - As per the report in Attachment 1, the following observations
were made:

e Internal Controls Self-Assessment - It was noted that Council staff undertook the self-
assessment of the Better Practice Model in 2022/2023. The Council’s External Auditors have
advised that this should be reviewed every other year.

e Further Internal Audits - This Internal Audit was confined to the scope of new employees,

changes to employee terms and terminated employees.

A future assessment of all

employees against the terms and conditions of the relevant EBs, Awards and Contracts

would be a potential Internal Audit that the Committee may wish to consider.

8. Key Audit Findings - The following audit findings were provided to Council staff (summary of
what has been included in the attached report):

Ref | Details and Recommendation Managers Comments Timing Risk Rating
1 The Council’'s Administrative The Risk Management Policy | June 2024 | Moderate
Principle Risk Management was | was reviewed by the Audit
issued in June 2022 and is noted | and Risk Committee and
on the document as due for adopted by Council in June
review in June 2023. This 2024.
document is overdue for review. i . S
Administration Principle is December
being reviewed and is 2024
scheduled to be updated by
the end of the calendar year.
The Administration Procedure — Th_|s adm!nlstratlve pr|_nC|pIe 'S | December
Acting Arrangements and Higher being reviewed and will be 2024
Duties Allowance, provides updated by the end of the
guidance on the processes for calendar year.
higher duties but also extracts
from EBs and Awards. It does
not include Mixed Functions for
field staff which has different
provisions for payment at higher
classifications. A procedure
should extract all components
from a Relevant Award or EB but
be kept updated whenever those
change or instead refer to the
relevant Clause Numbers of the
Award or EB.
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2 One contract was signed The contracts with the missing Now Moderate
manually by the employee and CEO signatures will be until the
not signed by a witness. addressed immediately. (since missing
Two contracts were not signed completed) signature is
by the CEO. One contract was addressed

signed by the CEO and
employee via Adobe Sign; the
witness box remains on the
document and is unsigned.

An employment contract does
not need a witness when signed
securely, such as using Adobe
Esign, but if the Council is not
going to use a witness, the
witness box should be removed.
We note that the latest contracts
did not have a witness box. The
Council also now uses Adobe
Esign to electronically sign their
employment contracts. This
process ensures that all parties
sign the contract and initial each

page.

The Contract with the missing
CEO signature should be
addressed.

The Council sought legal
advice before changing to
Adobe Esign. This advice
confirmed that the Council
does not require a withess
when executing an electronic
contract, providing the Council
is using a secure and
approved facility.

The contracts with the missing
CEO signature had a letter of
offer which is issued by the
CEO.

One of the contracts that was
not signed by the CEO covers
terms and conditions within
the EB.

The other contract that was
not signed by the CEO will be
addressed as the terms and
conditions fall outside of the
EB

Low, ongoing
with Adobe
Esign
procedures

9. Detailed Assessment — full details of assessments and recommendations are provided in

Attachment 1 - Internal Audit Report Payroll and Remuneration to this report.

10. Internal Auditor Attendance - Corinne Garrett Manager Government Consulting will be in
attendance at the Audit and Risk Committee meeting to answer questions from committee
members.

11. Next Steps — The progress against the actions arising from this internal audit will be reported
back to the Audit and Risk Committee as part of the following:

Quarterly Internal Audit Reporting — Included in the quarterly report to the audit and Risk
Committee and Council.

Annual Report - Aligned with Section 99 of the Local Government Act the CEO is:
(ib)

to report annually to the relevant audit and risk committee on the council's internal

audit processes; quarterly reporting and will be included in the annual report

LEGAL IMPLICATIONS
Local Government Act 1999, as specified above.
STRATEGIC PLAN

N/A
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COUNCIL POLICY
Internal Audit Policy

F225 Fraud and Corruption Prevention Policy

Internal Controls Policy

Risk Management Policy

ECONOMIC IMPLICATIONS

N/A

ENVIRONMENTAL IMPLICATIONS

There are no environmental / climate change implications in relation to this report.
SOCIAL IMPLICATIONS

There are no social implications in relation to this report.

CULTURAL IMPLICATIONS

N/A

RESOURCE IMPLICATIONS

Budget Allocation - The Internal Audit Plan 2024-2026 was created to be conducted within the
current available budget. $20k has been included in the 2023/2024 budget for two internal audits.
This audit is aligned with the overall budget.

VALUE FOR MONEY
N/A
RISK IMPLICATIONS

Improved internal audit processes is in keeping with the Audit and Risk responsibilities and
legislation and will result in improved risk management processes.

EQUALITIES AND DIVERSITY IMPLICATIONS

N/A

ENGAGEMENT AND COMMUNICATION STRATEGY
N/A

IMPLEMENTATION STRATEGY

The findings and recommendations have been discussed with actions agreed with dates for
completion. The actions will be implemented with reporting brought to the Audit and Risk Committee
quarterly.

CONCLUSION AND RECOMMENDATION

It is recommended that the attached Payroll and Remuneration Internal Audit Report, prepared by
UHY Haines Norton, Chartered Accountants, as presented is noted by Council. Progress against
actions arising from this audit will be presented against future internal audit updates.

ATTACHMENTS

1. Internal Audit - Payroll and Remuneration Report §
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UH Haines Norton
Chartered Accountants

Disclaimer: This document is for the exclusive use of the person/entity named on the front of this
document ('Recipient’). This document must not be relied upon by any person who is not the
Recipient. UHY Haines Norton does not take responsibility for any loss, damage or injury caused by
the use, misuse or misinterpretation of the information in this document by any person who is not the
Recipient. This document may not be reproduced in whole or in part without permission.

Liability is limited by a scheme approved under Australian Professional Standards Legislation.

Lead Report Author: Corinne Garrett
Lead On-Site Auditor: Shane O’Reilly
UHY Haines Norton
25 Peel Street, Adelaide, SA 5000
Tel 08 8110 0999
ABN: 37 223 967 491
e
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Abbreviations
The following abbreviations are used in this report;

EB Enterprise Bargaining Agreement

Introduction

The City of Mount Gambier (CoMG) engaged UHY Haines Norton to undertake an internal audit of the
Council’'s Payroll and Remuneration Processes, specifically the onboarding, changes to staff
employment terms and exit of staff.

Ensuring accuracy and compliance in these areas is crucial for employee satisfaction, legal adherence
and limiting financial exposure.

Audit Objectives

The objectives of the Internal Audit were to review the CoMG's Payroll and Remuneration processes
to;

e Enhance compliance: verify adherence to relevant Enterprise Bargaining Agreements,
industrial awards and contracts, legislation, and Council policies.

e Optimise processes: identify opportunities to streamline and improve onboarding, changes to
employment terms and staff exit procedures for increased efficiency and reduced errors.

e Minimise risk: evaluate and mitigate potential risks associated with inaccurate payroll
processing, non-compliance, and inadequate documentation.

e Promote best practices: Recommend best practices and industry standards to strengthen this
function.

Scope of Audit

The scope of the Internal Audit included;

e Review of relevant policies and procedures: Analyse applicable Council policies, guidelines
and agreements governing employee onboarding, changes to employment terms (pay raises,
promotions, higher duties, etc) and staff exit procedures.

e Onboarding process evaluation: assess the effectiveness of the Council’s onboarding process,
including contract review, document collection, initial payroll setup and introduction to
benefits and entitlements.

e Changesto employment terms: evaluate how changes to employee salary, position, benefits,
or other terms are documented, processed, and reflected in payroll records to ensure
compliance with relevant Enterprise Agreements, awards, contracts, and regulations.

e Staff exit procedures: Review the effectiveness of the Council's procedures for employee
terminations, final pay calculations and benefits termination.

e Internal controls assessment: evaluate the effectiveness of internal controls within the Payroll
and Remuneration function, identifying potential risks and areas for improvement.

e Testing of transactions and records: sample and test employee records, payroll transactions
and supporting documentation to ensure accuracy and compliance with policies, regulations,
agreements, contracts, and awards in relation to the areas of this audit.

1
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e Prepare an audit report with findings, recommendations, and action plans.
e The period for the review is the 12 months prior to March 2024.

The Council’s Audit and Risk Committee also asked to check that wage rates were correct and if any
payroll was made out of normal pay runs.

We checked that new employees and employees that had changes were paid in accordance with the
relevant EBs. This was completed as part of our testing.

Payroll is paid at set periods, and we didn’t find anything contrary to this within the scope of our
testing. However, termination payments may be paid at different times. We note that the Council
usually makes termination payments with the normal pay run. However, there may be circumstances
where a termination payment needs to be paid before the next pay run. This is standard practice and
does not create any additional risk as the same processes, reviewing, and reconciliations are still in
place.

We liaised with the Council’s External Auditors to ensure that this Internal Audit added value to the
Council without repeating the work that the Council’s External Auditors undertake.

Disclaimer

Our Internal Audit work was limited to that described in this report. It was performed in accordance
with the ‘International Standards for the Professional Practice of Internal Auditing’ contained in the
‘International Professional Practices Framework’ issued by the Institute of Internal Auditors.

Audit Approach

Due professional care is exercised during the planning, execution, and reporting of the results by the
reviewer. However, absolute assurance cannot be given that other non-compliance and irregularities
do not exist as our analysis is limited to sample testing of key control and requirement areas for the
last twelve months and within the scope of this Internal Audit.

To undertake this Internal Audit, we;

e Reviewed relevant documentation: policies, procedures, agreements, contracts, payroll
records and supporting documentation.

e Interviewed key personnel: payroll staff, HR personnel, managers, and employees.

e Observed processes; undertook walkthroughs of onboarding, changes to employment terms
and staff exit procedures.

e Completed data analysis and testing: sampling and testing of employee records, payroll
transactions and supporting documentation.

The key findings were provided to management for discussion. Management responses are included
in the Audit Conclusion section of this report.

Internal Audit Personnel

Our Audit Planning was completed by our Audit Team, including Corinne Garrett, the Chief Internal
Audit Executive at UHY Haines Norton, Kristy Watson, our Senior Auditor and Shane O’Reilly, our
Auditor.

——- ... —— |
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Corinne is a Professional Member of the Institute of Internal Auditors Australia and holds a Graduate
Certificate in Internal Auditing from the Institute. Kristy and Shane have extensive experience in Audit
work with Local Government clients.

Shane O’Reilly undertook the onsite Audit work.

Audit Conclusion
General Observations

Internal Controls Self-Assessment

We note that the Council staff have undertaken the self-assessment of the Better Practice Model. The
internal controls for the payroll component of the Better Practice Model were assessed by the
Financial Accounting Coordinator and reviewed by the Manager of Financial Services in 2022/23. The
Council’s External Auditors have advised that this should be reviewed every other year.

Undertaking this self-assessment is good practice and serves as a proactive approach to identifying,
evaluating, and managing risks. It is particularly important where there are new staff as it allows
managers to ensure that processes have retained integrity despite staff changes.

Further Internal Audits

This Internal Audit was confined to the scope of new employees, changes to employee terms and
terminated employees. Changing employee status is a potentially high-risk area. A future assessment,
testing a range of current employees (excluding the employees within the scope of this audit) against
the terms and conditions of the relevant EBs, Awards and Contracts, would be a potential Internal
Audit that the Council may wish to consider.

Audit Findings
Key Findings

The following findings have been provided to management, and their responses are included.

The detailed assessment is contained in Appendix 1.

Finding | Details and R dation Managers C ts Timing Risk Rating
1 The Council’s Administrative The Administration Principle December | Moderate
Principle Risk Management was Risk Management Procedure 2024
issued in June 2022 and is noted on is being reviewed and is
the document as due for review in scheduled to be updated by
June 2023. This document is the end of the calendar year.
overdue for review.
We note that the Council adopted a The Risk Management Policy
reviewed Risk Management Policy in | was reviewed and was
June 2024 presented to the Audit and
Risk Committee on 3 June
2024 and resolved by the
Council on 18 June 2024.
The Administration Procedure — This principle is being December
Acting Arrangements and Higher reviewed and will be updated | 2024
Duties Allowance, provides guidance

1
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not have a witness box. The Council
also now uses Adobe Esign to
electronically sign their employment
contracts. This process ensures that
all parties sign the contract and initial
each page.

The Contract with the missing CEO
signature should be addressed.

The contracts with the missing
CEO signature had a letter of
offer which is issued by the
CEO.

One of the contracts that was
not signed by the CEO covers
terms and conditions within
the EB.

The other contract that was
not signed by the CEO will be
addressed as the terms and
conditions fall outside of the
EB
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on the processes for higher duties by the end of the calendar
but also extracts from EBs and year.
Awards. It does not include Mixed
Functions for field staff which has
different provisions for payment at
higher classifications. A procedure
should extract all components from a
Relevant Award or EB but be kept
updated whenever those change or
instead refer to the relevant Clause
Numbers of the Award or EB.
One contract was signed manually by | The contracts with the missing | Now Moderate
the employee and not signed by a CEOQ signatures will be until the
witness. addressed immediately. missing
Two contracts were not signed by signature
the CEO. One contract was signed by | The Council sought legal is
the CEO and employee via Adobe advice before changing to addressed
Sign; the witness box remains on the | Adobe Esign. This advice
document and is unsigned. confirmed that the Council
An employment contract does not does not require a witness
need a witness when signed securely, | when executing an electronic
such as using Adobe Esign, but if the | contract, providing the
Council is not going to use a witness, | Council is using a secure and
the witness box should be removed. | approved facility.
We note that the latest contracts did
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Appendix 1 — Detailed Assessment

1. Documented Procedures.
The Council staff are developing a suite of updated written documented. The payroll procedures are
near completion.

Document Review Dates.
We noted that both the Administration and AWU EBs are current and continue to 1 December 2025.

The following procedures are due for review:

e Administrative Procedure — Acting Arrangements and Higher Duties Allowance. Due for
review in March 2024. Our onsite visit was in March 2024, and this procedure was current at
the time of our visit.

The other procedures provided to us were all current.

Procedure alignment with EBs and Awards
We reviewed procedures in relation to the scope of this Internal Audit against the EBs and Awards.

e Administrative Procedure — Acting Arrangements and Higher Duties Allowance. This
procedure is noted as applying to all council staff. Section 2 relates to higher duties and states
that higher duties will apply for periods of acting of 5 days or greater and has the variation
that occurs in relation to the Salaried Officer Award and the Local Government Employees
Award.

o The variation in the procedure for Local Government Employees Award staff is that
where the staff member has previously performed the higher position, the period will
become one working day or more.

o The Local Government Employees Award Clause 5.4.1 provides that an employee
engaged for 2 hours or more on any one day at a higher classification will be paid at
higher duties. This relates to mixed functions.

o Clause 5.4.2 of the award relates to higher duties, and the procedure is aligned with
this clause.

o A procedure is useful to inform staff on the process for undertaking a task. A
procedure should refer to an award or EB for details or to provide assistance with
interpretation. The mixed functions are not referenced in the procedure and could
result in incorrect payment.

o Recommendation: if procedures extract information from Awards and EBs, ensure
that all relevant components are extracted and updated whenever Awards and EBs
change; otherwise, document a procedure to provide instruction on the process but
refer to the relevant Clauses of the appropriate Awards and EBs.

The other procedures provided to us correctly aligned with EBs and Awards.

2. New Employees

Payroll has a printed procedure that they follow for the onboarding of staff. Human Resource
employees gather the initial employee documents and reports and send these through to the Records
team who create an employee file. The employee information is forwarded to Payroll who inputs this
information into Civica. The changed data will appear on the exception report (Maintenance Audit
Report) which the Financial Accounting Coordinator reviews. The Financial Accounting Coordinator

——- ... —— |
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checks all changes recorded in the Audit Report back to source documentation on the employee file
and marks the Audit Report as reviewed.

The following testing was undertaken on the samples selected for new employees:

e The existence of the employee to signed Letter of Offer or signed Employment Contract

e Employee personnel file was set up.

e Tax Declaration was on file.

e Superannuation form was on file,

e |dentification documents were on file - Driver’s license for field staff,

e Emergency contact information on file

e Deduction authority forms on file (if applicable)

¢ New employee information in the file corresponded to employee information in the payroll
system.

e Existence of an audit exception report generated for each payroll period to show changes
made to the payroll database.

e That employee had signed a Code of Conduct before receiving any council assets.

e That new employee has been provided with access to the Council policies and procedures.

e That the organisation chart has been updated with the new employee

e That an internal email or notice was given to the existing staff of the newly appointed
employee

¢ Aformal review of the employee was conducted prior to the end of the probation period.

e That the employee is being paid in accordance with the EB or contract agreement.

Administration and Field staff were included in the testing and both new ongoing and new contract
employees were assessed.

Our Assessment

One contract was signed manually by the employee and not signed by a witness. Two contracts were
not signed by the CEO. One contract was signed by the CEO and employee via Adobe Sign; the witness
box remains on the document and is unsigned.

An employment contract does not need a witness, and if the Council is not going to use a witness, the
witness box should be removed. We note that the latest contracts did not have a witness box. The
Council also now uses Adobe Sign to electronically sign their employment contracts. This process
ensures that all parties sign the contract and initial each page.

Recommendation: The Contract with the missing CEO signature should be addressed.

No other shortfalls were identified in the testing of the controls around new employees. We are
satisfied with the segregation of duties in the process of creating, inputting, and processing new
employees.

3. Changes to Employee Terms

The most common change is increment increases. When an employee is first set up in Civica, an
increment date is set for future payroll increment changes. These appear on an ‘Employee Events
Report’ prior to the increment date. The Payroll Officer actions the increment increase in the system.
The increment change is shown in the Maintenance Audit Report, which is reviewed by the Financial
Accounting Coordinator, who also checks all changes recorded back to source documentation on the

employee file and marks the report as reviewed.
=  — .  —— . ——  ———
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The other common change is in relation to higher duties.
The following testing was undertaken on the samples selected.

¢ s there asigned authority for the change to pay conditions?

* |s the change in accordance with the relevant EB or contract?

e |If acting in higher duties, have they been acting for 5 or more days?

e Has the increase been flagged in the exception report?

e Has the exception report been signed off by an authorised employee?

e Has the change been recorded correctly in future payroll reports?

e Whether the higher or alternative duties were supported by a Secondment Letter of Offer,
which has been filled in and approved.

Short-term higher duties do not result in a change to the payroll master file, and therefore, the change
does not show on the Maintenance Audit Report. Instead, the Pay Edit Listing Report is reviewed and
signed off.

Our Assessment

For changes to employee terms, we note that there were no shortfalls identified in the testing of
controls around pay rate and employment changes. We are satisfied with the segregation of duties
in recording changes to employee terms.

4. Terminated Employees

When terminating staff, HR follows an Employee Exit Checklist for the offboarding process. This
process creates a workflow through the council system which specifies the tasks for all relevant roles
to complete in the process of termination of an employee.

The following testing was undertaken on the samples selected:

e Was the correct procedure carried out for termination?
¢ If termination was due to resignation,
o is the letter of resignation retained on file?
o Was the resignation period in accordance with the EB or contract?
e Was the terminated employee made inactive in the payroll module?
e Was termination pay calculated correctly in the payroll module?
e Did termination pay match leave balances, termination dates and hours worked?
e Was the termination payment calculations included in the employee records?
¢ Did net payments for selected terminated employees agree to the Bank Transfer Report?
e Did the pay period following the termination of the employee include any further payments
to the terminated employee?
e Was terminated employee access to software removed?
e Were all the Council assets (laptop, phone, vehicle) noted as returned?
e Was an exitinterview conducted?
e Was employee exit internally communicated?
e Was the organisational chart updated?

Employees are sent an exit interview by email, not all employees choose to fill this in.

Our Assessment

No shortfalls were identified in the testing of controls around terminated employees.

_
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Control Ratings
The following table shows the control ratings used.

Control Rati Description | Number of Findings
The control or requirement has not been implemented or completed.

The control or requirement has been implemented or completed but with significant deficiencies in the consistency or effectiveness of
| implementation.

Partially effective The control or requirement has been implemented or completed but with some deficiencies in the consistency and/or effectiveness in which it has
been applied.

The control or requirement has been implemented or completed and, in the majority of cases, has been consistently and/or effectively applied. There
is potential to enhance the effectiveness of the control or to enhance the undertaking of the requirement, but only with minor adjustments.

The control or requirement has been fullyimplemented or completed and has, in all cases, been consistently and/or effectively applied.

Not Applicable This control or requirement is not applicable, or the situation did not occur in the internal audit period or within the scope of the audit and testing.

pridoatiol shibtar il el L

The following tables provide more information on the results of our testing and the review of processes against the Council’s Enterprise Bargaining Agreements, Industrial
Awards, Legislation and the Better Practice Model. Only components that relate to our audit scope are included in the following assessment.

5. Administration Staff Enterprise Agreement

Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.
Administration Staff Enterprise Agreement Number 12, 2022

Requirement Details Assessment Control
Rating
Redeployment Affected employees will be redeployed into a position of equal classification or it is not feasible an | No cases were identified within the scope. N/A

Employee may be deployed to a lower classification. The salary is frozen at the remuneration rate | Council staff noted that there were not any
before redeployment until the new position reaches an equal salary rate and, employment benefits | redeployments within the last 12 months and
attached to the former position are maintained, and training is provided to the employee for the | none since the implementation of this clause
new position. within the EB.
Within 3 months of accepting redeployment, an employee, if not the right fit, can request
reconsideration of a Voluntary Separation Package.
Voluntary Where offered, a Voluntary Separation Package is calculated based on the Employee’s | No cases identified within the scope N/A
Separation Package | remuneration and employment status and normal hours worked at the time the package is offered
and accepted by the employee. It consists of:
e 10 weeks’ notice of termination or payment of weekly salary in lieu.
e 3 weeks total weekly salary severance pay per year of service up to a maximum of 104
weeks in total (including the period of notice of termination)
e If required by the employee, a reimbursement of outplacement expenses equivalent to
10% of the annual salary is provided to assist the employee in securing alternative
employment. Access to this 10% only applies until the employee secures alternative
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Administration Staff Enterprise Agreement Number 12, 2022

Requirement Details Assessment Control
Rating
employment or for a maximum of 12 months from the date of separation, whichever is
sooner.
+ Payment of pro-rata long service leave shall be paid if the employee has completed at
least 5 years of service at the date of separation.
* An employee offered a Voluntary Separation Package cannot be re-employed by the
council for at least 2 years.
Local Area The Administration EB allows for Local Area Workplace Agreements which can prescribe | Two current employees fall under this LAWA. | N/A
Workplace employment and working arrangements different from those prescribed under the Award and | Neither are new nor have had any payroll
Agreements Agreement. changes through the last 12 months.

General Inspectors are on a LAWA. The LAWA isincluded in Schedule 2 of the EB and sets out the
hours of work, toil arrangements, loadings, and callouts.

Reclassification

According to Schedule 1 of the Award
See Administrative Procedure - Staff Classification and Reclassification

Tested employees with pay increments and
employees who acted with higher duties and
found no issues. There were no reclassifications
within the tested employees.

Graduates

This only applies to new positions where the newly appointed person is currently studying a
relevant degree or negotiates as part of their appointment, to embark on relevant degree
qualifications.

Existing employees must apply through the reclassification process to advance levels, automatic
progression does not apply as part of advancing to a higher level.

No cases identified within the scope

Superannuation

The default fund is Hostplus unless a new employee nominates a superannuation fund of their
choice.

Salary link — advised by Hostplus.

Market link — Superannuation guarantee levy

Superannuation nomination forms were signed
and filed.

Salary Sacrificing

An employee may elect to vary the amount of salary sacrifice to an eligible superannuation fund at
any time. The employee’s salary shall be the pre-sacrificed salary. The net salary paid to an
employee will be reduced by any amount of salary sacrificed to superannuation.

One of the new employees in our testing chose
to salary sacrifice; there were no issues found.

Parental Leave

Whilst an employee is on paid parental or adoption leave, superannuation is paid by the Council at
the superannuation guarantee entitlement for a max. Period of 52 weeks if the employee is the
primary caregiver, completed at least one year’s continuous service prior to commencing Parental
Leave. Any periods of unpaid leave of less than 2 weeks per interval will not affect the continuity
of service. The payment is made as a lump sum once the employee has returned to work and is
calculated on the employee’s contracted salary prior to the commencement of the leave. If the

There were no employees in this situation
within our testing. However, we note that there
is a current Administrative Procedure -
Maternity Superannuation Calculation.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Administration Staff Enterprise Agreement Number 12, 2022

Requirement

Details

Assessment

Control
Rating

employee does not return to work following the conclusion of their Parental Leave, all payments
will be forgone.

Should an employee utilise alternative paid leave options during their absence, which attracts
superannuation, the amount of superannuation paid during these periods will be counted towards
the maximum period; however, these amounts will be deducted from the lump sum payable.

Phased Retirement

Within 5 years of retirement and choose to work part-time - by written agreement between the
employee and relevant General Manager, commence phased retirement. Access up to 500 hours
of accrued annual and long service leave to make up a full fortnight's (76 hours). Must have worked
5 years with the council, must retain a balance of 15 days annual or long service leave, must be
medically fit to perform full-time work, not be receiving workers' compensation or temporary
disability payments under a superannuation insurance policy or any income protection. Must
attend work for a minimum of 3 days and a maximum of 8 days per fortnight over a 10-day fortnight
and not be performing paid employment for any other employer.

No cases were identified within the scope and

testing

N/A

Purchased Leave

Employees may apply to purchase additional leave upon agreement with the Council. Can purchase
1to 2 weeks additional leave each year which is funded by salary deductions spread evenly over
the year. Reduces the fortnightly salary but allows employees to continue to receive pay during
the periods of purchased leave. Applications must be completed by the end of March each year
for the leave to be taken in the following financial year.

No cases were identified within the scope and

testing

N/A

Salary Schedule

Schedule 1 of the EB sets out the rates of pay per level and EB increases.

EB increases commence from the first full pay period after the 17 of December.
Back payments are processed before the 307 of June 2023.

CPlis the September Quarter - Adelaide.

Tested pay rate changes to EB agreements. No

issues were found.

21. Overtime and
Penalty rates

This section sets out the overtime and time off in lieu (toil) and needs to be considered when setting
up a new employee.

Overtime and penalty rates are attributed to
employee classification; we noted this was
recorded

being accurately
employees' testing.

20. Hours of work

This section sets out the hours of work. Full-time employees work 80 hours a fortnight and are
paid for 76 hours, with 4 hours accruing towards an RDO.

We noted that new employees were being paid
in accordance with the EB.
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6. Administration Staff Award

Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

South Australian Municipal Salaried Officers Award

Requirement

Details

Assessment Control
Rating

3.1.2 Casual
Employment

An employee engaged for a period of 800 hours or less in any year (from the anniversary date) may
be engaged as a casual on an hourly contract with a loading of 25% in addition to the ordinary time
hourly rate.

A casual employee does not receive annual leave and public holidays but does accrue Long Service
Leave.

An employee employed for more than 800 hours in a year shall be engaged as a part-time or full-
time employee unless the employee and employer agree in writing and signed by both parties.

A casual employee is entitled to overtime or penalty payments under 5.1 of the awards.

No cases identified within the scope

3.1.3 Part-Time
Employment

An employee with less than full-time hours is engaged as part-time. The provisions of the award
apply on a pro-rata basis. Overtime and penalty rates apply where work is performed outside of
the ordinary span of hours set out in clause 6.1. where in any two-month block, commencing at
the beginning of a calendar year, the employee has worked sufficient additional hours to exceed
the number of weekly hours for which the employee is contracted (see 3.1.3.2)

The working hours of a part-time employee may be changed by mutual agreement.

A part-time employee shall be required to work the equivalent hours as a full-time employee works
within a 12-month period to qualify for incremental progression within the classification level.

Overtime and penalty rates are attributed to
employee classification; we noted this was being
accurately recorded in our new employees' testing.

3.1.4 Fixed Term
Employment

An employer may engage an employee for a fixed-term contract. This needs a written agreement
setting out the terms and conditions of the contract, including the nature of the duties and award
classification, and signed by the employer and employee.

We noted that new employees that we tested were
being paid as per their contract or EB agreement.

3.2 Termination by
Employer

The EB may have higher requirements in this area. An employee cannot be paid less than the
Award.

3.2.1 sets out the period of notice depending on years of service and according to age. Italso sets
out that a payment in lieu of the prescribed notice may be provided.

This clause does not apply in the case of dismissal for serious misconduct, apprentices, employees
engaged for a specific term and trainees under a traineeship agreement at the end of the
agreement.

3.2.5 sets out the requirements for redundancy and severance pay and transfer to lower-paid
duties.

There were no employees made redundant within
the scope of our testing.

Terminated employees that we tested were paid
correctly.

4.3 Higher Duties

An employee directed by the employer to perform duties higher than those on their normal
classification shall be paid whilst performing those duties the minimum for the higher paid
classification if they substantially perform the duties or a salary rate commensurate with the value
of the duties they are directed to perform. They must perform those higher duties on the first

Employees working at higher duties were being paid
at the relevant higher classification for the term
specified in their agreements. We found no issues
with this process.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

South Australian Municipal Salaried Officers Award

Requirement

Details

Assessment Control

occasion for a continuous period of five working days or more. On subsequent occasions, if level 5
and above — 5 days, if below level 5 — 4 days or an aggregate of 10 days in a calendar month.
Relief cashiers or positions containing a supervisory component, where they normally don’t have
a supervisory component, can only be for 1 day to become entitled to higher duty pay.

An officer who performs higher duties as a relief cashier during lunch hours and other times as
necessary shall be paid on each occasion for the actual time worked (with a minimum of one hour's
payment for any one day) at the rate of a cashier according to years of service.

4.4 Allowances

This clause sets out the allowances that may relate to a position. This needs to be checked when
setting up a new employee or when an employee is changing positions.

Employee allowances and deductions were checked
to initial input into the payroll system for our new
employee samples. No problems were found.

S Hours of work

Hours of work - these are the minimum conditions. The EB can vary and provide additional to
these. Penalties can be varied in the EB.

The contracts sighted listed hours of work.

5.3 Library Offices

This sets out the loading that relates to library officers after 5 pm during the week and on
weekends.

Not relevant to the employees tested

5.4 Overtime It can be varied by EB, but this clause sets out the overtime rates if not covered in the EB. Overtime is covered in the relevant EB.

5.7 Call out EB may be at a higher level. The Award is the minimum. Covered in EB

6.2 Annual Leave This needs to be set up or a manual way to ensure that this is paid. New employees were being paid in accordance with
Loading the EB or contract, including leave loading.

6.5 Parental Leave

6.5.11 A replacement employee for parental leave is engaged or temporarily promoted as a result
of an employee starting parental leave. The replacement employee must be informed of the
temporary nature of the employment and the rights of the employee who is being replaced, such
as the right to return to work.

None of the tested employees were engaged to | N/A
provide parental leave replacement.

6.5.5 Portability of
Sick Leave

Sick leave is portable from council to council. There needs to be a process of informing the new
council if an employee is leaving or getting information from the previous council for a new
employee on the number of hours of sick leave accrued and the current hourly rate of the
employee.

The Termination Checklist includes the preparation
of a form that provides a new council with sick leave
and long service leave balances.

$1.3 Progression
through the levels

At the conclusion of each 12-month period following appointment to a classification, an officer
shall be eligible for incremental progression within each salary level subject to the following:
&  Where the employer adopts and implements a formal, structured performance appraisal
scheme, progression from the first increment to the top increment within a classification
level shall be subject to the officer having given ‘satisfactory service” for the prior 12
months of employment.
+ Determining “satisfactory service” should contain:
o Principals to ensure equity and procedural fairness.

We tested employees with pay increments over the
past 12 months and confirmed incremental
progression was in line with the Award.

We were informed that the Council automatically
increments employees.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

South Australian Municipal Salaried Officers Award

Requirement Details Assessment Control
Rating
© Current and accurate job description
© Individual training plans where through the appraisal the need for additional
training becomes apparent.
© Appraisal to take place at least 6 months prior to the anniversary date to allow
improved performance for annual increment.
o Disputes dealt with in accordance with dispute settling procedure.
s |If there is not a formal structured staff appraisal scheme, increments will occur
automatically on an annual basis.
Senior Officers — there can be an agreement for an additional amount in lieu of incremental
advancement provided performance standards are achieved and those performance standards are
agreed between the Senior Officer and the Council. (CEO).
7. Field Staff Enterprise Agreement
Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.
AWU Enterprise Agreement No. 12 2022
Requirement Details Assessment Control
Rating
11. Employment No forced redundancy. Redeployment to a position of the same classification level. Redeployment | No redundancies during the period tested. N/A

Security

to a position of lower classification level with income maintenance. Provision of Voluntary
Separation Package.

13. Acceptance of
Classifications

Any reclassification claims or applications for reclassification are to be in writing in accordance with
the Classification and Reclassification Procedure. Reclassification is considered on the basis of:

¢ Achange in the authorised job description

¢ An employee being appointed to a recognised position of higher classification.

* An employee meeting the provisions of the Mixed Functions Clause of the Award 5.4.1.2

of the Award

*  Where an employee demonstrates a willingness to multi-skill as per Clause 7 of the EB
Any new permanent employee engaged and who might ordinarily be classified as a Municipal
Employee 3 will be immediately reclassified to Grade 4 if they have a ‘light truck’ (LR) licence or will
be reclassified upon the completion of 12 months of satisfactory service and have (as a minimum)
a licence to drive a ‘light truck (LR)".

Reclassifications were tested in our higher duties
testing. Found no issues in regard to supporting
documentation for classification changes.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

AWU Enterprise Agreement No, 12 2022

Requirement

Details

Assessment Control
Rating

16 Special Rates
and Allowances

This clause lists the types of allowances that can be applied. How does the Council ensure that an
employee entitled to these allowances receives them?

Employee allowances and deductions were checked
to initial input into the payroll system for our new
employee samples. No issues were found.

17. Higher Duties

This clause does not apply to Coordinators, Managers or Executive Management teams. An
employee engaged in duties carrying a higher rate than their ordinary classification will be paid at
the higher rate in accordance with Clause 5.4 of the Award.

Payment will only be made if the details of the higher duties have been recorded on the
employee(s) timesheet for that day and authorised by the General Manager City Infrastructure or
nominee. Higher duty payments shall not apply where an employee agrees in writing to forgo
higher duty payments and undertake on-the-job training for the purposes of succession planning
and/for to enhance the employees’ future career opportunities.

Employees working at higher duties were being paid
at the relevant higher classification for the term
specified in the agreement. We found no issues with
this process.

20 ~ Phased
Retirement

Within 5 years of retirement and choose to work part-time - by written agreement between the
employee and relevant General Manager, commence phased retirement. Access up to 500 hours
of accrued annual and long service leave to make up a full fortnight's (76 hours). Must have worked
5 years with the council, must retain a balance of 15 days annual or long service leave, must be
medically fit to perform full-time work, not be receiving workers' compensation or temporary
disability payments under a superannuation insurance policy or any income protection. Must
attend work for a minimum of 3 days and a maximum of 8 days per fortnight over a 10-day fortnight
and not be performing paid employment for any other employer.

None in the tested employees N/A

20 - Purchased
Leave

Employees may apply to purchase additional leave in terms approved by their General Manager.
Can purchase 1 to 2 weeks additional leave each year which is funded by salary deductions spread
evenly over the year. Reduces the fortnightly salary but allows employees to continue to receive
pay during the periods of purchased leave. Applications must be completed by the end of March
each year for the leave to be taken in the following financial year.

None in the tested employees N/A

20 - Part Time
employment

By written agreement between an employee and the council, an employee may request to change
from a full-time working arrangement to part-time. The agreement must be signed by the
employee and the organisation.

Overtime applies to all part-time employees. Part-time employees only receive overtime payments
where the employee has completed in excess of the ordinary hours of work per week in accordance
with clause 22 of the EB, i.e. in excess of 10 per day worked Monday to Friday inclusive (but
excluding Public Holidays) and beyond an accrual of 75 flexible hours per annum and outside of the
times stated at Clause 22.

None of the tested employees on this award went | N/A
from full-time to part-time or were engaged part-
time.

21-
Superannuation

The default fund is Hostplus unless a new employee nominates a superannuation fund of their
choice.

Superannuation nomination forms were signed and
on file
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

AWU Enterprise Agreement No, 12 2022

Details

Assessment

Salary link — advised by Hostplus.
Market link — Superannuation guarantee levy

Superannuation
additional

A further 1% contribution will be made by the council for superannuation. This is over the

mandated contribution for superannuation.

The employees we tested were being paid in
accordance with the EB.

Salary Sacrifice

An employee may elect to vary the amount of salary sacrifice paid to an eligible superannuation
fund at any time. The employees’ salary shall be the pre-sacrificed salary, however, the net salary
paid to an employee will be reduced by any amount of salary sacrificed to superannuation.

Deduction forms were signed and on file.

22 = Hours of work

This clause sets out the hours of work.

The employees we tested were being paid in
accordance with the EB.

23 - additional This clause sets out the requirements for additional hours and overtime. The employees we tested were being paid in
hours/overtime accordance with the EB.

24- On-call This section sets out the requirements for on-call allowances and callouts. The employees we tested were being paid in
allowance and accordance with the EB.

callouts

27 Sick Leave Employees can be paid out a percentage of unused accrued sick leave entitlement on termination

Payment Scheme of employment and cash-out part of the accrual of annual sick leave entitlement each year, Le. a | The termination calculation template includes the

maximum accrual of 76 hours per year.

Termination Pay Out — an employee must have served for a minimum of 10 continuous years with
the council and have a minimum preserved accrued entitlement of 500 hours at the date of
termination. Where an employee qualifies, the payment on termination equates to 50% of the
accrued entitlement above 500 hours. The payment is paid at the normal base wage at the date
of termination. The provisions do not apply to an employee who abandons or unlawfully
terminates their own employment or in circumstances where the employer terminates on the
grounds of unsatisfactory conduct and/or performance.

Annual Cash Out: an employee must have a minimum of 500 hours’ entitlement before any right
to part annual cash out arises. In any year, the right for annual cash-out of leave ceases should an
employee’s accrued entitlement fall before 500 hours. A qualifying employee shall have the choice
to either cash out part of the annual entitlement or allow accrual of the sick leave entitlement.
When a qualifying employee chooses to cash out part of the annual entitlement, the maximum
amount of the cash-out shall be 50% of the entitlement (76 hours, pro-rata for part-time) less the
amount of leave actually taken for the year. See the EB clause for an example calculation.

calculation of unused sick leave in line with the EB.
The terminated employees tested did not have
unused sick leave higher than 500 hours.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

AWU Enterprise Agreement No. 12 2022

Requirement Details Assessment Control
Rating
The provisions apply to employees on their individual anniversary dates.
Should the employee have a nil Sick Leave Balance resulting from a cash-out, the employee may
access Sick Leave without Pay.
The Fair Work Ombudsman (Australian Govt) https://www fairwork.gov.au/fleavefsick-and-carers- | The EB provision that allows for a cash out of sick
leave/paid-sick-and-carers-leave/cashing-out-sick-and-carers-leave leave requires a retention of 500 hours, which is
States that most awards don't allow employees to cash out sick leave. However, employees | above the amount required by the Fair Work
covered by a registered agreement can cash out sick leave if the agreement allows it. These | Ombudsman.
agreements are between an employer and employees such as an EB that is registered and approved
with the Fair Work Commission. The Fair Work Ombudsman also states that sick leave (if allowed
under an agreement) can only be cashed out if there is a separate agreement made in writing each
time leave is cashed out and the employee has a balance of at least 15 days of untaken paid sick
leave after cashing out and the employee is paid at least the full amount they would have been
paid if they took the leave.
37 - Wage Rates Sets out the dates for increases as per the EB. The employees tested were being paid in accordance
with the relevant EBs.
8. Field Staff Award
Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.
Local Government Employees Award
Requirement Details Assessment Control
Rati
4.2.4 Casual Loading of 25% The employees tested were being paid in accordance

Not entitled to leave

Accrues Long Service Leave

Penalties apply where relevant in the Award.

Minimum engagement for 2 consecutive hours

The maximum term (except for swimming pool attendants) of casual engagement working full-time
(38-hour week) is 10 consecutive weeks.

No maximum limit if casual employees work less than full-time hours.

However, an employee on casual for a period of at least 12 months, either on a regular and
systematic basis for several periods of employment or for an ongoing period of employment and

with the relevant Award.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Local Government Employees Award

Requirement

Details

Assessment

whose employment is consistent with full-time or part-time employment (working a minimum of
10 hours per week) has the right to elect to convert to full-time or part-time employment if
employment is to continue beyond the 12 month period. Employer must give notice to employee
within 4 weeks of the employee attaining the qualifying period of 12 months. If an employee does
not elect to convert or not to convert within 4 weeks of receiving written notice will be deemed to
have elected against any conversion.

Annual seasonal work is excluded - swimming pool employees, sale yard employees, and beach
cleaning employees.

If an employer refuses an election to convert, the reasons for doing so must be fully stated and
discussed with the employee concerned and a genuine attempt to reach an agreement or goto the
Dispute Settling Procedure.

An employee can only revert to casual with a written agreement with the employer.

4.3 Termination of
employment

Sets out notice for termination — EB is referred to first.

1 week notice for employees less than 1 year and 2
weeks for employees more than 1 year. Tested with
no issues.

4.3.3 Statement of
Employment

The employer must provide an employee whose employment has been terminated with a written
statement specifying the period of the employee’s employment and the classification or type of
work performed.

This certificate is for the Centrelink Employment
Separation Certificate is provided to a terminating
employee upon request. One of the tested
employees came under this award but did not
require one.

4.4.3 Discussions
Before Termination

Describes the process before termination. EB is referred to first.

The termination process was documented and
tested.

4.4.7 Severance
Pay

Sets out severance pay - EB is referred to first.

No employees were made redundant during the
scope of this Internal Audit.

5.3. Allowances

Sets out the types of allowances - EB is referred to first.

Our testing found that new employees are set up for
allowances correctly.

5.4 Mixed Refer to EB first, if silent, then Award: This was noted during the audit visit. We sighted this
Functions/Higher An employee engaged for 2 hours or more on any one day on duties carrying a higher rate than | in practice, the higher duties samples we tested
Duties their ordinary classification will be paid at the higher rate for the day. If it was less than 2 hours, | were for full days over a distinct period of time.

then paid at the higher rate for the time worked.

If the performance of the higher-level work becomes a normal and constant feature of the
employee’s substantive position for an accumulated period of 600 hours in a 12-month period,
then the employee will be reclassified to that level.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Local Government Employees Award

Details

Assessment

An employee acting or relieving in a position of higher grade shall be entitled to be paid at the
higher level.

Where an Employee is ME5S level or below and is predominantly engaged in the relief of regular
short-term absences such as sick leave, rostered days off and annual leave, and such relief is a
regular and constant feature of the employee’s position for an accumulated period of 1500 hours
in a 12 month period then the employee will be reclassified to that level.

Where an employee is higher than MES, and the work is specific and of a limited nature, the
employer and the employee will agree on the overall period of acting up. Where the period is
unknown, the employer and employee will review the acting-up arrangements after 4 months with
a view to either confirming the classification or agreeing on the continuation of the higher duties
and the time frames regarding the performance of such work.

These arrangements will be in writing and include the period of acting up or the date of review.
Where an employee acts in a position of a higher level for an accumulated period of 6 months
within a 12-month period, approved leave taken shall be paid at the higher rate, provided the leave
is taken within the period of acting up.

5.4.2 Higher Duties

Refer to EB first

An employee directed by their employer to perform duties of higher value shall be paid the
minimum wage rate for the higher paid classification if they substantially perform the duties or a
wage rate commensurate with the value of the duties directed to perform.

On the first occasion for a period of 5 days or more and on any other subsequent occasion, for one
working day or more to be entitled to higher duties.

Employees working at higher duties were being paid
at the relevant higher classification for the term
specifiedin the agreement. We found no issues with
this process.

6.1 Hours of work

Refer to EB first. Specific occupations and hours of work for the following are included in this
clause.

e Public convenience attendants

e Town hall porters, caretakers, and watch persons.

* Garbage tip work employees. Garbage collection employees

*  Swimming pool attendants

*  Council community bus drivers

Our testing found that new employees and
employees on changed terms were set up correctly

6.1.3 Early Starts
and Late Finishes
6.1.4 hours
arrangements

Refer to EB

Our testing found that new employees and
employees on changed terms were set up correctly.

6.2 work breaks
6.3 overtime

Refer to EB first

Our testing found that new employees and
employees on changed terms were set up correctly.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Local Government Employees Award

Requirement Details Assessment Control
Rating
6.4 Weekend work | Sets out the loadings Our testing found that new employees and
in ordinary time employees on changed terms were set up correctly.
7.1 Annual Leave & | Refer to EB first Our testing found that new employees and
Leave Loading employees on changed terms were set up correctly.
7.2 Sick Leave Refer to EB first Our testing found that new employees and
Note that in the first year, the entitlement to sick leave is prorated, but for each later year of | employees on changed terms were set up correctly.
continuous service, the entitlement is awarded at the beginning of the year.
9. Legislation
Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.
Local Government Act 1999
Requirement Details Assessment Control
Rati
$106 Periods of If an employee leaves the service of a council and, within 13 weeks of having done so, enters the | This was taken into account for terminated
service to be service of another council without having commenced other remunerated employment within that | employees’ samples. No issues were found.
regarded as intervening period, the periods of service, for the purpose of calculating present and accruing rights
continuous to long service leave and sick leave be taken as constituting a single period of service.
The new council is entitled to receive from the previous council a contribution of an amount for | None of the tested employees came from another | N/A
the Long Service Leave calculated in accordance with the regulations, and payment must be made | council
within one month after receipt of a written notice requiring that payment.
The previous council must supply the new council, on request, details of the service of the
employer. Councils include subsidiaries.
Local Government (Financial Management) Regulations 2011
R23(1) The entities that are included for transfer of Long Service Leave include. None of the tested employees came from another | N/A
e ThelGA council or relevant entity
* Landscape Board (however, this needs to be legally checked)
* Agroup training organisation
R23 (3) Sets out the calculation for the LSL, which is transferred to another council. The termination checklist includes the transfer of LSL
to a new council.
Long Service Leave Act 1997
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Leave Entitlement

entitled to a pro-rata payment. LSL is not paid if an employee is terminated due to serious and

willful misconduct or the contract of service is unlawfully terminated by the worker.

samples. No issues were found.

S6 Continuity of
service

Sets out what service and breaks do not break the continuity of service

This was taken into account for terminated
employees’ samples. No issues were found.

10. Better Practice Model — Internal Controls

Local Government Act 1999

Requirement Details Assessment Control
Rating

S5 Long Service Sets out the entitlement and notes that if a worker has completed 7 years of service, they are | LSL was calculated for terminated employee

Have the Local Government Financial Best Practice Model controls relating to payroll and HR in relation to the scope of this audit been implemented effectively?
The risks and controls following have been extracted from the Better Practice Model — Internal Financial Controls for South Australian Councils, June 2022. These are the risks and controls
included in Section 6.2 of the Model that relate to Payroll within the scope of this audit.

Risk

Control

For this Internal Audit — consider the controls in relation to changes made
to an employee, when a new employee is set up or when an employee is
terminated.

Assessment

Payroll expense is

inaccurately calculated.

Where possible,
calculations.

standard programmed formulae perform payroll

Payroll calculations are verified in the system and checked by the
Financial Accounting Coordinator.

There is a process in place to ensure accurate data entry of payroll source
documents.

A Maintenance Audit Report is produced that shows any changes
to the Masterfile. This report is reviewed by the Financial
Accounting Coordinator, and changes are checked to the source
documents.

All calculations for generating payroll payments are verified for accuracy.

Payroll calculations are verified in the system and checked by the
Financial Accounting Coordinator.

Payroll disbursements are
made to incorrect or
fictitious employees

The payroll system generates audit reports detailing all payroll changes, and
there is a process in place to ensure all changes are reviewed and verified
against source documents.

Maintenance Audit Report is generated through the system and
reviewed by the Financial Accounting Coordinator to source
documentation.

There is a process in place to ensure employees are not added to the payroll
Masterfile, nor details amended, or amounts paid without receipt of the
appropriate forms which have been authorised by relevant staff.

Maintenance Audit Report is generated through the system and
reviewed by the Financial Accounting Coordinator to source
documentation.

Employee records to include employment details and/or contract terms and
conditions, authorisation for payroll deductions and leave entitlements.

Tested employment records showed all required information.

Any non-routine payroll queries or unusual payroll transactions/request are
referred to management for investigation.

A Maintenance Audit Report is produced that shows any changes
to the Masterfile. This report is reviewed by the Financial
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Have the Local Government Financial Best Practice Model controls relating to payroll and HR in relation to the scope of this audit been implemented effectively?
The risks and controls following have been extracted from the Better Practice Model — Internal Financial Controls for South Australian Councils, June 2022. These are the risks and controls
included in Section 6.2 of the Model that relate to Payroll within the scope of this audit.

Risk

Control

For this Internal Audit — consider the controls in relation to changes made
to an employee, when a new employee is set up or when an employee is
terminated.

Assessment

Accounting Coordinator, and changes are checked to the source
documents.

There is a process to ensure employees are made inactive in payroll records
upon termination.

Noted in our terminated employee testing that all samples were
made inactive.

Payroll Masterfile does not
remain pertinent, and/or
unauthorised changes are
made to the payroll
Masterfile.

The ability to access, modify or transfer information contained in the payroll
master files is restricted to authorised staff.

This is restricted and an Audit Report is produced that shows all
changes. This report is reviewed.

Managers periodically review listings of current employees within their
departments, and variances are investigated.

Advised this is done by Managers. The Financial Accounting
Coordinator keeps up-to-date files of all current employees titled
“Payroll Master File”, which keeps up-to-date records of
employees.

Voluntary and statutory
payroll deductions are
inaccurately processed or
without authorisation.

The listing of payroll deductions is periodically reviewed by relevant staff for
accuracy, compliance with statutory requirements and ongoing pertinence
with changes compared to authorised source documents to ensure that they
were input accurately.

Any changes to payroll deductions are reviewed in the
Maintenance Audit Report, printed fortnightly.

All payroll deductions must be approved by the relevant employee.

Payroll deductions are requested and approved by relevant
employees.

Access to the payroll deduction listing is restricted to authorised staff

As per the user access listing - is restricted

Employees' termination
payments are not in
accordance with statutory

and enterprise agreements.

There is a process in place to ensure termination payments comply with
relevant policies, procedures, and legislation.

Employees follow an offboarding process to ensure terminations
are done correctly. The Payroll Officer has a Termination Pay
Calculation template that they follow when calculating a
termination payment.

There is adequate training of payroll staff to ensure they are up to date
with relevant statutory and enterprise agreements.

The Payroll Officer attends Auswide Payroll & Tax Training
annually.
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Appendix 2 — Risk Framework
The City of Mount Gambier has a Risk Administration Principle. This document was issued in June 2022 and was due
for review in June 2023. We note that this framework is overdue for review.

The Risk Administration Principle sets out the Council’s Risk Tolerance, Likelihood and Consequence tables for use in
risk assessments as follows;

Risk Tolerance
Risk Level Acceptance Level Monitoring Frequency
Low Acceptable Quarterly/Yearly
Medium Acceptable Monthly/Quarterly
High Acceptable in Some Circumstances Weekly/Monthly
Extreme Unacceptable in most circumstances Daily/Weekly
Risk Likelihood
Rating Potential for Risk to Occur Likelihood Description
Operations Projects/Business Case
Rare Extremely low probability. Thiswill | May occur in exceptional Has not occurred in similar
only occur in exceptional circumstances. Could be incurredin a studies or projects.
circumstances. 5-10 year timeframe Conceivable, butin extreme
circumstances
Unlikely Low probability of an incident Could be incurred in a 2-5 year Known to happen but only
timeframe rarely
Possible Moderate probability of an incident | Could be incurred within a 1-2 year Incurred in a minority of similar
period studies or projects
Likely Probably will occur This will probably occur in most Could easily be incurred and
circumstances - several times a year has generally occurred in
similar studies or projects
Almost Expected to occur in most Itis expected to occur again, This could be expected to occur
Certain circumstances immediately or within a short period = | more than once during the
likely to occur in most circumstances. study or project delivery.
Risk Area and Consequence
Risk Area Consequence | Consequence Description
Level
Finance Insignificant Financial Low - Financial Loss < $100,000 impact on operating result
Minor Financial Medium - Financial Loss > $100,000 and < $1,000,000
Moderate Financial High - Financial Loss > $,1000,0000 and < $2,500,000 or 2.5% or rate revenue
Major Financial Major - Financial Loss > $2,500,000 and < $5,000,000 or 5% of rate revenue
Catastrophic Financial Catastrophic - Financial Loss Exposure >5$5,000,000 or 5% of rate revenue
Reputational Insignificant Little community interest, low profile, no news items
Minor Low impact, some passing interest, low news profile
Moderate Moderate impact, moderate public interest, public embarrassment, moderate news
profile
Major Sustained public interest, high negative news profile, Premier/Cabinet publicly
involved, third party action
Catastrophic Widespread public agitation, Government censure, high multiple impacts, widespread
negative news profile.
Legal/ Regulatory/ | Insignificant No noticeable statutory or regulatory impact
Policy Minor Minor/temporary non-compliance with statutory requirements
Moderate Short-term non-compliance with moderate statutory requirements
Major Significant non-compliance with essential statutory requirements
Catastrophic Long-term or indefinite non-compliance with essential statutory requirements may
result in criminal charges.
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Risk Area Consequence | Consequence Description
Level
Service Delivery Insignificant Insignificant interruption to a service — no impact on customers/business
Minor Minor interruption to a service with minimal impact on customers/business
Moderate Moderate interruption to service delivery. Customer impact up to 48 hrs. Partial BCP
action may be needed.
Major Major interruption to service delivery or production capability, customer impact > 7

days. A component of BCP action may be needed.

Catastrophic

Major interruption to delivery of all or most services for more than 14 days. Full BCP
action required

People Insignificant Insignificant interruption to operational services, short-term wvacancies, natural
attrition

Minor Minor impact on workforce, skills shortage, lack of training and development

Moderate Moderate impact on the workforce, inability to recruit and retain core council roles
and regulatory functions, loss of knowledge, ageing workforce, potential union
activities, complaints and disputes, staff engagement, workplace culture and
satisfaction levels.

Major Major impact on workforce, lack of specialised resourcing to deliver projects and
strategic plans

Catastrophic Catastrophic impact on the organisation, ICAC enquiry, maladministration, leading to
legal implications, and serious misconduct matters that impact brand reputation.

Infrastructure Insignificant Financial Low - Financial Loss < $100,000 impact on operating result

Minor Financial Medium - Financial Loss > $100,000 and < $1,000,000

Moderate Financial High - Financial Loss > $,1000,0000 and < $2,500,000 or 2.5% or rate revenue

Major Financial Major - Financial Loss > $2,500,000 and < $5,000,000 or 5% of rate revenue

Catastrophic Financial Catastrophic - Financial Loss Exposure >$5,000,000 or 5% of rate revenue

Environmental Insignificant A minor instance of environmental damage. It can be reversed immediately.

Minor Minor impact to the environment, e.g. on-site chemical release that can be
immediately contained. This can be reversed in the short term.

Moderate Moderate impact on the environment. Localised damage or chemical release that has
the potential to spread but can be contained or reversed with intensive efforts or
outside assistance

Major Off-site chemical release, severe loss of environmental amenity or danger of continuing
environmental damage

Catastrophic Toxic off-site chemical release with detrimental effect, major loss of environmental

amenity or irrecoverable environmental damage.

Risk Assessment Matrix

Insignificant Minor Moderate Major Catastrophic
Rare Moderate High
Unlikely Moderate Moderate High
Possible Moderate Moderate High H
Likely Moderate Moderate High H
Almost Certain Moderate High High

UHY HAINES NORTON
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5.3 INTERNAL AUDIT - PDI ACT - POST IMPLEMENTATION AUDIT — REPORT NO.

AR24/29750

Committee: Audit and Risk Committee

Meeting Date: 29 July 2024

Report No.: AR24/29750

CM9 Reference: AF11/863

Author: Kahli Rolton, Acting Manager Financial Services

Authoriser: Jane Fetherstonhaugh, General Manager Corporate and Regulatory
Services

Summary: This report provides a summary of the Internal Audit — PDI Act 2016
Post Implementation Audit outcomes including findings and
actions as prepared by Galpins Accountants, Auditors and
Business Consultants.

Strategic Plan Goal 1: Our People

Reference:

Goal 2: Our Location

Goal 3: Our Diverse Economy

Goal 4: Our Climate, Natural Resources, Arts, Culture and Heritage
Goal 5: Our Commitment

REPORT RECOMMENDATION

1.  That Audit and Risk Committee Report No. AR24/29750 titled ‘Internal Audit - PDI Act - Post
Implementation Audit’ as presented on 29 July 2024 be noted.

2.  That it be noted that progress achieved on the actions resulting from the Internal Audit - PDI
Act - Post Implementation Audit will be reported in future internal audit updates.
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TYPE OF REPORT
Corporate

BACKGROUND

1. Statutes Amendment (Local Government Review) Act 2021 — Item 83 Amendment of section
125 - Internal control policies and item 84 Amendment of section 126 — Audit and Risk committee
applies greater emphasis on internal audit and risk management.

2. Local Government Act 1999 Section 125A - Internal audit functions:

8} The chief executive officer of a council that has an internal audit function must, before
appointing a person to be primarily responsible for the internal audit function, or
assigning such responsibility to an employee of the council, consult with the relevant
audit and risk committee on the appointment or assignment of responsibility.

2) Despite any other law or instrument to the contrary, the person primarily responsible for
the internal audit function—

@) must ensure that any reports they prepare relating to the internal audit function
are provided directly to the audit and risk committee; and

(b) may report any matters relating to the internal audit function directly to the audit
and risk committee.

3. Local Government Act 1999 section 126(4) — Audit and risk committee:
The functions of a council audit and risk committee include—
(9)(i) if the council has an internal audit function—
(A) providing oversight of planning and scoping of the internal audit work plan; and
(B) reviewing and commenting on reports provided by the person primarily responsible
for the internal audit function at least on a quarterly basis;

4. Internal Audit Approach - Council has historically not had an internal audit function or
undertaken internal audits. An approach was agreed with Dean Newbery and Partners further to
their appointment as Council’s external auditor in 2021 as follows:

e |[nternal Financial Controls Self-Assessment - The internal financial controls that had not
been assessed since 2018 would be assessed in FY 2023;

e Internal Audit - A risk-based approach would be undertaken to build an internal audit
program starting with one internal audit in FY 2024.

5. Audit and Risk Committee Terms of Reference - The following section of the Audit and Risk
Committee Terms of Reference (as adopted in April 2024) is relevant to this report:

12.4 Internal Audit (where Council has a separate internal audit function) The
Committee shall:

12.4.1 Monitor and Review - The effectiveness of the Council’s internal audit
function in the context of the Council’s overall risk management system.

12.4.2 Program - Consider and make recommendation on the program of the
internal audit function and the adequacy of its resources and access to
information to enable it to perform its function effectively and in accordance with
the relevant professional standards.

12.4.3 Reports - Review all reports on the Council’s operations from the internal
auditors.

Aligned with Sections 125A and 126 (4) of the Local Government Act.
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12.4.4 Findings and Recommendations - Review and monitor management’s
responsiveness to the findings and recommendations of the Internal Auditor;
and

12.4.5 Direct Access - Provide the internal Auditor with the right of direct access to
the Mayor of the Council and to the Presiding Member of the Committee.

Internal Audit Plan - Was reviewed at the November 2023 Audit and Risk Committee meeting

and adopted at the December 2023 Council meeting. The scope of the program included an
Internal Audit of the PDI Act 2016 — Post Implementation Audit to review processes and
organisational compliance.

7. Quarterly Internal Audit Update Report - Was presented to the Audit and Risk Committee for
the first time at the January 2024 meeting including the following:

RFQ Process - A select Request for Quote (RFQ) process was undertaken in December
2023 and January 2024 where two external providers were provided with a copy of the
Internal Audit Plan that was adopted in December 2023. Both external providers provided
submissions that were reviewed by the Manager Financial Services with a recommendation
provided to the General Manager.

8. External Provider Engagement — Galpins was the external provider appointed to undertake the
internal audit.

PROPOSAL

1.

Audit Scope - The audit focuses on reviewing Council’s legislative compliance in relation to
development assessment processes pursuant to the Planning, Development and Infrastructure
Act 2016 as well as providing assurance on the supporting frameworks in place such as
delegations, authorisations, policies, procedures and plans. A detailed scope is provided at
appendix 1 of Attachment 1 to this report.

Scope Exclusions - Comprehensive review of Council’s implementation of the ePlanning
system per a larger ‘service review engagement. The audit review considers workflows and
procedures from a high-level and with a consideration of risk.

Methodology - The following methodology was used to complete the internal audit review:
e Interviews — key stakeholders and team members
¢ Documentation — review of key policies and procedures

e Testing — select testing of delegations, authorisations, enforcement and compliance
actions

¢ Management Response — consideration of management responses to draft report

Sample Size - the audit assessed compliance with verification and assessment timeframes,
required approvals and transparency of decision making for a sample of seven development
applications submitted thought the ePlanning portal. For context, the Manager Development
Services provided statistics of 400 development applications lodged for FY2022/2023 and 420
in FY2021/2022.

In respect to the sample size of the audit of Development Applications it is highlighted the
Accreditation Authority of the State Government also undertakes Periodic Desktop Compliance
Audits in respect to development assessment and decision making.

Timing - The internal audit took place in April 2024.

Management of Internal Audit - The internal audit was undertaken by the external provider.
This report is brought to the Audit and Risk Committee by the Acting Manager Financial
Services to detail the findings and recommendations.
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7. Report Observations - As per Attachment 1 to this report, the following good practices were
observed:

Strong Level of Compliance - with development application verification and
assessment timeframes, required approvals and transparency of decision making.

Strong Level of Accreditation - appropriate accreditation and training in place for
the team.

Processes — Consistent with legislation, demonstrated knowledge and operations in
accordance with he Planning and Design Code, Practice Direction and other PlanSA
guidance.

8. Key Findings and Recommendations - The internal audit concluded that the control
environment is majority effective to address Council’s strategic risk ‘Non compliance with
legislation requirements can result in legal implications and inability to deliver on decision-
making and critical council services’. 16 Recommendations were provided by Galpins.

Consistency — found in relation to processes and timeframes with the requirements
of the Act for Class 1 and 10 buildings.

Non-Compliance — failure to meet mandatory inspection targets for class 2-9
(commercial) buildings.

Resourcing pressures — greatest risk exposure in achieving PDI Act compliance
appears to be due to resourcing pressure.

Opportunities for Improvement — increasing current low levels of enforcement and
compliance action, and conducting proactive inspections.

Recommendation (short form) Aun'::inuk Cnll:; :;I Risk Completion
ng ng D

2.1 Opportunity to clarify short to | pacommendation 1: Consider and confirm the Council's short-term intent in | Moderate | Moderate
medium-term intention for code

relation to city planning and the use of code amendments.

amendments . . . 5
Recommendation 2: Review whether the Planning Team have sufficient capacity
and resources to lead Council-initiated code amendments, and/or respond to
externally driven code amendments.
2.2 Capacity Recommendation 3: Prioritising human resourcing for the Planning Team. High High

Recommendation 4: Consider ways to reduce the workload associated with lower-
level customer requests on the Development Services team.

2.3 Key stakeholder relationship | pacommendation 5: Re-introduce regular, recurrent scheduled meetings between
management and communications

Moderate | Moderate
Development Services and Operations & Engineering teams and other
stakeholders.

Recommendation 6: Conduct a mapping exercise to document/confirm roles and
responsibilities between the Development Services and City Infrastructure teams.

Recommendation 7: Consider how CoMG could influence planning and
development activity by more proactively engaging with external stakeholders at
the pre-planning stage, where applicable.

compliance actions

2.4 Development enforcement and | pacommendation 8: Increase capacity to perform important higher-risk | Moderate | Moderate

compliance and enforcement actions.

Recommendation 9: Consider engaging external consultants to assist with
backlogs in class 2-9 building inspections.
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N Expected
Finding Recommendation (short form) A"d't_ Rk Completion
Rating
2.3 De_legations — opportunity 10 | pacommendation 10: Ensure that Council’s latest/updated published Delegations Low Low
formalise acknowledgement re the Register as available on the public website.
PDI Act
Recommendation 11: Work to ensure that members of the Limestone Coast
Southern Regional Assessment Panel have clarity around responsibility for
maintaining/updating relevant delegations.
Recommendation 12: Develop a pragmatic approach to periodically confirming
that Development Services officers’ delegations are up to date, correct and that
officers have signed acceptance of these delegations.
2.6 Governanc? mechanism_s are in | pacommendation 13: The BFSC consider developing a proactive approach to Low Low
place, there is opportunity for | ;..o ting higher-risk buildings.
proactive fire inspections to occur
2.7 Complaints management Recommendation 14: Review and update CoMG's complaint handling policy with Low Low
respect to PDI Act obligations.
Recommendation 15: Consider monitoring trends of community
feedback/complaints to assist continuous improvement.
2'3_5 need to review and update | pacommendation 16: Reconsider the need to continue maintaining the Land Low Low
policies Division and Building and Swimming Pool Inspection policies, and either revoke
them or update them to ensure consistency with legislation.

9. Detailed Assessment - full details of findings and recommendations are provided in
Attachment 1 to this report.

10. Internal Auditor Attendance - Galpins have been invited to attend the Audit and Risk
Committee meeting to answer questions from committee members.

11. Next Steps - The progress against the actions arising from this internal audit will be reported
back to the Audit and Risk Committee as part of the following:

o Quarterly Internal Audit Reporting — Included in the quarterly report to the audit and
Risk Committee and Council.

e Annual Report - Aligned with Section 99 of the Local Government Act the CEO is:
(ib) to report annually to the relevant audit and risk committee on the council's internal
audit processes; quarterly reporting and will be included in the annual report
LEGAL IMPLICATIONS

Local Government Act 1999, as specified above, including the application and adherence to the
legislative requirements of the Planning, Development and Infrastructure Act 2016.

STRATEGIC PLAN
N/A

COUNCIL POLICY
Internal Audit Policy

Internal Controls Policy

Risk Management Policy
ECONOMIC IMPLICATIONS

N/A

ENVIRONMENTAL IMPLICATIONS
N/A

SOCIAL IMPLICATIONS

N/A

CULTURAL IMPLICATIONS

N/A

Item 5.3 Page 120 ‘



https://cdn.mountgambier.sa.gov.au/general-images/Council-Policy-Internal-Audit.pdf
https://cdn.mountgambier.sa.gov.au/general-images/Council-Policy-Internal-Controls.pdf
https://cdn.mountgambier.sa.gov.au/general-images/Risk-Management.pdf

City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

RESOURCE IMPLICATIONS

Budget Allocation - The Internal Audit Plan 2024-2026 was created to be conducted within the
current available budget. $20k has been included in the 2023/2024 budget for two internal audits.
This audit is aligned with the overall budget.

Human Resourcing - Recommendations 2, 3 and 4 from the internal audit refer to the need to
prioritise human resourcing for the Planning Team in relation to capacity to deliver and respond to
requests.

VALUE FOR MONEY
N/A
RISK IMPLICATIONS

Strategic Risk - Governance, Compliance and Legislative Obligations. This audit specifically
addresses ‘Non-Compliance with legislation requirements can result in legal implications and inability
to deliver on decision-making and critical services’.

Improved internal audit processes is in keeping with the Audit and Risk responsibilities and
legislation and will result in improved risk management processes.

EQUALITIES AND DIVERSITY IMPLICATIONS

N/A

ENGAGEMENT AND COMMUNICATION STRATEGY
N/A

IMPLEMENTATION STRATEGY

The findings and recommendations have been discussed with actions agreed with dates for
completion. The actions will be implemented with reporting brought to the Audit and Risk Committee
quarterly.

CONCLUSION AND RECOMMENDATION

It is recommended that the attached PDI Act 2016 - Post Implementation Internal Audit Report,
prepared by Galpins, Accountants, Auditors and Business Consultants, as presented is noted by
Council. Progress against actions arising from this audit will be presented against future internal
audit updates.

ATTACHMENTS
1. Internal Audit - PDI Act - Post Implementation Audit Report 4
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Galpins

Accountants, Auditors & Business Consultants

City of Mount Gambier

Internal Audit Report - PDI Act 2016 - Post Implementation Audit
April 2024

City of
Mount Gambier
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1. Executive Summary

1.1 Background

South Australia transitioned to a new planning system in March 2021. This new system is fully
electronic, providing online development assessment and processing via a web based ePlanning
platform, accessed via PlanSA.

The new ePlanning system applies to the whole of South Australia. The ePlanning platform brings
together the PlanSA portal, the on line Planning and Design Code, the South Australian Property and
Planning Atlas and the electronic Development Application processing system.

The new planning system was developed to implement the requirements specified within the
Planning, Development and Infrastructure Act 2016 (PDI Act) and relevant regulations.

1.2 Objectives

This audit reviewed the legislative compliance of Council’s development assessment processes and
aimed to provide assurance on the supporting frameworks in place such as delegations,
authorisations, policies, procedures and plans.

The full and final audit scope is included in Appendix 1.

1.3 Relevant Strategic Risks

This audit aligns with Council’s strategic risk ‘Non compliance with legislation requirements can result
in legal implications and inability to deliver on decision-making and critical council services’.

1.4 Good Practices Observed

v Audit reviewed compliance with development application verification and assessment
timeframes, required approvals, and transparency of decision making and found a strong level
of compliance. Due to this strong result, verification and assessment compliance is not further
discussed in the report, however results are summarised in Appendix 5.

v Audit assessed whether CoMG have appropriate accreditation and training in place for the
team and found a strong level of accreditation. The council is fortunate to have these
professionals in a competitive labour market, where there is a recognised shortage of skills.
Due to this strong result, training is not further discussed in the report, however results are
summarised in Appendix 6.

v Processes in place were found to be consistent with legislation, with council staff
demonstrating knowledge and operations in accordance with the Planning and Design Code,
Practice Directions and other PlanSA guidance.!

* Note - Audit reviewed processes and evidence of appropriate consideration of requirements, however did
not specifically test for adherence with technical compliance.

PDI Act 2016 - Post Implementation Audit
Liability limited by a scheme approved under Professional Standards Legislation 3
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1.5 Glossary

The table below lists key abbreviations/terms used within this report and summarises details of these.

Term Detail

Accredited professional Persons holding accreditation to undertake assessment functions
prescribed by regulation.

Assessment Manager A role created in the Act, regularising the current practice of delegations
made to council and planning staff.

The person holding this role is an accredited professional appointed by the
Chief Executive Officer.

Assessment pathways Framework for assessments set out in the Act and include ‘Deemed-to-
satisfy’ and ‘Performance assessed’ (see below).

Building consent Assessment of a development application against the building rules. A
building consent is applicable to development where building work is
involved, unless exempted by the Regulations.

Building Fire Safety A Committee required under the Planning, Development and
Committee (BFSC) Infrastructure Act 2016 to take on the role of investigating buildings' fire
safety levels, ensuring they are maintained and operational.

Building Officer CoMG staff who are responsible for assessing building applications.

‘the Code’ The Planning and Design Code lists the defined land uses and is the first
point of reference in determining the nature of development and the
applicable assessment pathway.

The State Planning Commission is responsible for preparing and
maintaining the Code. The Commission consults with council and other
bodies when amending the Code. Councils can initiate amendments to the
Code with the agreement of the Minister acting on the advice of the
Commission.

Also referred to as ‘P&D Code’.

Code Amendments A proposal initiated by the State, private entities or a council to change the
policies, rules, or mapping within the existing Code.

Deemed-to-satisfy Simple development applications that are assessed by an accredited
professional or assessment manager and must be granted if compliant
with the relevant criteria. Typically, these development applications do
not require any notification or agency referral.

Development application An application for development approval and maybe either:

* aplanning consent development application (which may include a land
division certificate), or

* abuilding consent application.
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P&D Code Refer to ‘the Code’.
PDI Act (the Act) The Planning, Development and Infrastructure Act 2016 (SA).
Performance Assessed Development application that is assessed on its merits by an assessment

manager or assessment panel.

Planning Consent Assessment of a development application (including land division) for
compliance with the planning rules. These development applications may
require notification and agency referral to complete an approval.

Planning Officer CoMG staff who are responsible for assessing planning applications.
Portal Refers to PlanSA’s ePlanning system.
RAP Limestone Coast Southern Regional Assessment Panel.
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1.6 KeyFindings and Recommendations

This internal audit assessed the controls established to address council’s strategic risk ‘Non compliance
with legislation requirements can result in legal implications and inability to deliver on decision-making
and critical council services’ in relation to the PDI Act 2016. Based on the work undertaken, and when
considering the design and/or effectiveness of controls collectively, we conclude that the control
environment is majority effective.’

Positively, based on the results of our walkthroughs and sample testing, the processes in place for
planning, development and building assessments and inspections were found to be consistent with
the requirements of the Act. Council have a professional team that demonstrated working hard to
fulfil their role. Legislated processing timeframes for processing development applications and targets
for inspecting Class 1 and 10 buildings are consistently met.

Audit also identified some non-compliance with legislation and opportunities for improvement. In
particular, testing demonstrated failure to meet mandatory inspection targets for Class 2-9
(commercial) buildings.

Audit also analysed the capacity of the Development Services team and observed that Council’s
greatest risk exposure in achieving PDI Act compliance appears to be due to resourcing pressure.
CoMG are fortunate to have a highly accredited in-house team of professionals in a competitive labour
market, where there is a recognised shortage of skills. Analysis identified reduced resourcing and
increased demand for the team over time.

Identified opportunities for improvement (and potential symptoms of resourcing) are around
increasing current low levels of enforcement and compliance action, and conducting proactive
inspections - for example around fire safety. Audit considers that resourcing pressure is linked to the
risks of increased stress levels, higher incidence of errors, decreased team morale, potential staff
turnover and difficulty meeting service requirements.

Since the introduction of the PDI Act, there have been no code amendments within the Council area.
This is understandable, as staff reported a plan to wait until the SA Government’s overarching
Limestone Coast Regional Plan has been finalised before pursuing amendments. Audit found that the
Plan has been delayed, however the need for code amendments is nearing — for example in relation
to affordable housing. There is opportunity for council to consider and confirm its short to medium-
term intent in this space. These projects require significant effort.

Other opportunities identified include strengthening communications between internal stakeholders,
improving clarity around monitoring and tracking customer feedback and complaints, the BFSC
developing a proactive approach to inspecting higher-risk buildings, and the potential to develop
information guidelines that are used by the public and developers and assist in ensuring that
developments align with CoMG’s character and community preferences.

Findings and recommendations are summarised over page.

Galpins would like to thank the team at City of Mt Gambier for their help and input into this audit.

? Please refer to Appendix 2, Overall Control Effectiveness Ratings for further information.
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Audit Risk CoMG Risk
Rating Rating

Expected
Completion
Date

Moderate | Moderate Q1 2025

Recommendation (short form)

2.1 Opportunity to clarify short to | gecommendation 1: Consider and confirm the Council’s short-term intent in

medium-term intention for code (o |.tion to city planning and the use of code amendments.
amendments 2 = - - July 2025
Recommendation 2: Review whether the Planning Team have sufficient capacity

and resources to lead Council-initiated code amendments, and/or respond to
externally driven code amendments.

2.2 Capacity Recommendation 3: Prioritising human resourcing for the Planning Team. High High July 2024

Recommendation 4: Consider ways to reduce the workload associated with lower-
level customer requests on the Development Services team.

2.3 Key stakeholder relationship = pecommendation 5:Re-introduce regular, recurrent scheduled meetings between | Moderate | Moderate ASAP — July

Sept 2024

management and communications | peyelopment Services and Operations & Engineering teams and other 2024
stakeholders.
- . December
Recommendation 6: Conduct a mapping exercise to document/confirm roles and 24

responsibilities between the Development Services and City Infrastructure teams.

Recommendation 7: Consider how CoMG could influence planning and
development activity by more proactively engaging with external stakeholders at December
the pre-planning stage, where applicable. 2024

Moderate | Moderate June 2025

2.4 Development enforcement and

Recommendation 8: Increase capacity to perform important higher-risk
compliance actions

compliance and enforcement actions.

Recommendation 9: Consider engaging external consultants to assist with TBA
backlogs in class 2-9 building inspections.
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Audit Risk CoMG Risk
Rating Rating

Expected
Completion

Date
Complete

Finding Recommendation {(short form)

2.5 Delegations — opportunity t0 = pecommendation 10: Ensure that Council’s latest/updated published Delegations

formalise acknowledgement rethe ' gooicior a5 available on the public website.

PDIAct ASAP  July

Recommendation 11: Work to ensure that members of the Limestone Coast 2024

Southern Regional Assessment Panel have clarity around responsibility for
maintaining/updating relevant delegations.
Recommendation 12: Develop a pragmatic approach to periodically confirming

that Development Services officers’ delegations are up to date, correct and that
officers have signed acceptance of these delegations.

August 2024

2.6 Governance mechanisms are in ' pecommendation 13: The BFSC consider developing a proactive approach to Dec 2024

place, there is opportunity for .o ting higher-risk buildings.
proactive fire inspections to occur
2.7 Complaints management Recommendation 14: Review and update COMG’s complaint handling policy with
respect to PDI Act obligations.

Recommendation 15: Consider monitoring trends of community
feedback/complaints to assist continuous improvement.

August 2024

December
2024

2.8 A need to review and update pocommendation 16: Reconsider the need to continue maintaining the Land Sept 2024

policies Division and Building and Swimming Pool Inspection policies, and either revoke
‘ them or update them to ensure consistency with legislation.
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2. Detailed Findings and Recommendations

: : - Audit Risk | COMG Risk
2.1 Opportunity to clarify short to medium- l:{a':in: ORating'S

term intention for code amendments Moderate | Moderate

Key Findings

= Council has not proposed any code amendments since introduction of the PDI Act, and has
been waiting for release of the Limestone Coast Regional Plan to inform any new amendments.
Given that this Plan has been delayed, and the time since introduction of the Act, there is
opportunity to confirm/consider Council’s short-term intent around code amendments.

Discussion

The audit scope called for assurance on the supporting framework(s) in place to support Council’s
development assessment processes. When considering this element, it was important to obtain an
overall understanding of the strategic direction of planning within the CoMG.

Under the PDI Act, Planning and Design Code amendments can be initiated by the State, private
entities or a council. A code amendment is a proposal to change the policies, rules, or mapping within
the existing Code. For example, to designate zones for specific purposes or to change the previous
zoning of land, such as from rural to residential. Under the Act, CoMG has less control over reforms
than previously, however there is still capacity to be proactive in driving reforms via Council-initiated
code amendments.

Staff reported that there have been no code amendments within the council boundary since the
introduction of the PDI Act, and that any Council-initiated work is on hold pending finalisation of the
updated Limestone Coast Regional Plan (an SA Government initiative).® This Plan is expected to give
strategic guidance about code amendments that are required, however it is currently overdue.

Two interviewees indicated a desire for updated guidance and clarification within CoMG around:

= direction for zoning, for example to meet pressing housing shortage needs and to provide
space for new housing development in a structured way

* master planning / expectations for developers within the council area (further discussed in
Section 2.3).

Council is obliged to consider community expectations around land use when considering code
amendments, and can proactively target code amendments that will facilitate growth in keeping with
the desired look and feel of the City. See Recommendation 1.

Risk Exposure

= Council does not meet community expectations around proactively driving and influencing
planning reform under the PDI Act.

3 Summary information available at: https://www.plan.sa.gov.au/ data/assets/pdf file/0003/1138638/Fact-
Sheet-Limestone-Coast-Regional-Plan-Preparation.pdf.
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*  Privately-initiated code amendments occur in a haphazard manner before Council commences
proactive code amendments, meaning that developments/buildings are allowed in areas
considered undesirable by Council and the community.

Recommendation 1 Consider and confirm the Council’s short-term intent in relation to city
planning and the use of code amendments, for example whether Council
intends to:

* wait for the finalisation of the Limestone Coast Regional Plan
before commencing code amendment work

* commence proactive council-specific planning for code
amendments targeted at areas of highest need/demand.

The aim of this recommendation is to facilitate an updated discussion
about Council’s intent in relation to planning. Any Council-specific code
amendments will require resources. (see Recommendation 2)

Agreed Actions Council intends to wait for the finalisation of the Limestone Coast Regional
Plan before commencing code amendment work.

Action Officer Manager Development Services

Completion Date First quarter of 2025 ~ Noting Council’s Budgetary Restraints = No Budget
allocation for the 2024/2025 financial year

Resourcing Code Amendments

Internal Audit note that code amendments are resource-intensive, both for Council-initiated or
privately-initiated amendments.* The process is highly legislated and is summarised below.

High-level summary: code amendment process

Initiation On Finalised
Proposal; lodge consultation Minister assesses;
with Minister decision made

%

~
L=

latl,

Undertake Review submissions, If code
¥ % % amendment
investigations / respond, report, adopted
prepare to consult updates amendment
Consultation Parliamentary
Initiated completed review

“ Council staff are still required to be involved in responding and liaising re privately-initiated amendments.
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A more detailed summary is in Appendix 4.

The Development Services Team flagged the intention to make a budget bid for the 2025/26 budget
for Council to consider, and also the intention to conduct preparation work goes around Code
amendments in the 2024/25 year without a budget allocation.

If, in response to Recommendation 1 above, there is a decision for COMG to proactively drive and
influence planning reform under the PDI Act, there is scope to review the capacity of the Development
Services team to ensure they are able to pursue policy reform in line with the community’s
expectations. This review can also consider capacity to respond to any privately-initiated code
amendments.

Risk Exposure

* Council’s Planning team may be insufficiently resourced to either proactively or reactively
participate in code amendments, meaning that planning and developments may not occur in a
proactive way that is aligned to Council’s and the community’s expectations.

Recommendation 2 Review whether the Planning Team have sufficient capacity and resources
to:

* lead Council-initiated code amendments, and/or
* respond to externally driven code amendments.

Note ~ even in the event that Council decide not to drive proactive code
amendments in the short term, there is a need to be aware of resource
implications associated with any potential privately-initiated code
amendments.

Agreed Actions Service reviews and workforce planning project will commence in first
quarter of 2024-25. Summary findings will be presented to the Audit and
Risk Committee upon completion.

General Manager Corporate and Regulatory Services
Manager Organisational Development

Completion Date July 2025
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Audit Risk | CoMG Risk
Rating Rating

High | High

2.2 Capacity

Key Findings

= The Planning and Building officers work hard to meet legislative standards. In addition, Audit
observed a lack of capacity for them to complete work beyond the base minimum. These
observations appear to be supported by trends observed in data.

Discussion

The scope called for a review of the adequacy of Council's processes to align to the new planning
regime. Audit held discussions with staff, reviewed relevant Council policies and performed
walkthroughs and sample testing of processes as documented in the PlanSA Portal. The results of this
testing was positive, demonstrating alignment between CoMG policies and processes and the
requirements of the Act. The timeliness of CoMG's processing of development applications is also
summarised in Appendix 5.

Internal Audit noted delays in some building inspections,® a backlog of mandatory commercial building
inspections, absence of proactive fire safety inspections (discussed in Section 2.6), and inability to
perform proactive compliance work or value add and strategic tasks. These appear to be due to
resource constraints.

The Planning Team reported growing demand. Whilst statutory assessment timeframes are being met,
this is achieved thanks to the Planning Officer’s efficiency in processing what appears to be an above
average number of applications compared to other councils (keeping in mind the inherent limitations
on comparing such metrics, as discussed below) and leaves limited time for addressing customer
queries or other value-add activities.

Whilst the workload of the team has reportedly always been high, staffing levels have declined in
recent years and the team reported loss of access to dedicated administrative support, in conjunction
with growth in workload and legislative compliance obligations. Potential future plans for council to
initiate code amendments, pending finalisation of the updated Limestone Coast Regional Plan, will
likely add considerable additional workload even if council are assisted by external consultants.

To validate these anecdotal observations, Audit has attempted to review trends in data and to
compare resourcing with other councils. Whilst indicative, this analysis is flawed due to the changes
in the planning system under the new scheme making prior year comparisons less meaningful, and
volume comparisons with other councils challenging due to the differences in not only volume, but
also nature and complexity of applications. However, the data is indicative and supports the anecdotal
observations of a lean workforce and increasing workloads.

The current staff present as overextended, which can lead to increased stress levels, higher risk of
errors, and decreased overall team morale. This situation may result in higher staff turnover, further
exacerbating the staffing shortfall. See Recommendation 4.

® Statutory targets for class 2-9 building inspections are not being met, exposing Council to potential reputational
and legal risks and penalties. See Section 2.4 for further discussion.
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Changes in development activity over time

Staff reported a noticeable increase in development in recent years, particularly post-Covid, a trend
that has been experienced across the SA local government sector. Audit reviewed activity data from
2015 (prior to 2018 staffing reductions — discussed below) to March 2024. Whilst not quite an ‘apples
for apples’ comparison,® the numbers are indicative, demonstrating an increase in the average
number and value of applications / approvals being processed each month over time.

Development Services activity over time

Ave Monthly
Value of Ave No.
No. Value of
Approved Months Approvals /
Year | Approvals/ o Approved
. Development| of Data |Applications per D -
ications velopmen
ot $'000 Month .
$'000

2015 409| S 32,853 12 34| S 2,738

2016 399| $ 35,963 12 33| S 2,997

2017 401 45,474 12 33 3,790

Building > >
2018 365| $ 38,410 12 30| $ 3,201
Approvals

2019 330| $ 55,592 12 27| S 4,633

2020 494| S 118,598 12 41| $ 9,883

2021 472| S 174,272 12 39| S 14,523

2022 497 53,790 12 41 4,483

Development > - > -
2023 624| $ 50,718 12 52| S 4,227
Applications

2024 199| $ 13,538 3 66| S 4,513

Changes in staffing levels

The following table provides an approximate timeline of staffing changes (by FTE) for the
Development Services team since 2017:

indicative statfing

\ ami 2008 219 200 2021 2022 2023 02|

Bul - D Jareion | JulDe s bun it Jar=..n I Sual D Janedun | uliDe fariedun | JubDe lar=lun l Juil- Dot | ani-Jun

Manager 1 1 L 1 1 1 1 1 1 1 1 1 1 1

Planning

Senier Planming Otfcer 1 1 1 1 1 1 o o o o 1 1 1 1

Blanning Officer 1 1 1 1 1 1 1 0.2 o o 0 4] o 0

Building

Building Diticer 2 2 1 1 2 2 2 2 2 2 2 2 2 2

Traires Building Ofticer o o 1 a o o a o o o 0 ] o o
Total FTE s $ 5 4 s s 4 3.2 3 3 4 4 4 1

§ Prior to the new system going ‘live’ in March 2021, development activity levels have been estimated based
on the number of building approvals. Post go-live, development activity levels have been estimated based on
the number of development applications.
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The table above shows a reduction in staffing for Planning, 2 to 1 FTE. During times that positions
remained vacant, the Manager Development Services absorbs the additional workload. The current
Senior Planner commenced in August 2022.

Two Environmental Health Officers (EHOs) have also left and these positions remaining unfilled,
Council have recently negotiated for Wattle Range Council’s EHO to assist at CoMG one day per
fortnight. The Manager Development Services is also absorbing some of these duties.

Council is currently working through the recruitment process to recruit a Para Planner through an
initiative with the Department of Planning and the Local Government Association.

Applications per Planning Officer comparison

Audit also analysed the number of development applications per Planning Officer during the period
01/01/2023 to 01/01/2024 for five councils = CoMG + four medium sized metro councils (names
excluded for confidentiality reasons).

Application numbers have been obtained from the Plan SA Development Application Register, with
staffing numbers obtained from discussions with the respective councils.

Itis difficult to directly compare staff resources between different councils, as there are many factors
which impact the appropriate staffing levels including experience of staff, nature and complexity of
applications being assessed, and the extent of use of external support. However, the following
comparisons are indicative and support anecdotal observations and staff sentiment that resourcing at
CoMG is lean.

Under Decision Applications
Total |Planning Par FTE

Officers Comments

City of Mt 51 329 380 1 380|No use of consultants to assist with work loads. Manager
Gambier backfills when Planning Officer has leave.

Council 2 216 586 802 5 160|2 dedicated Development Admin staff, including 1
Development Administration Trainee.

Council 3 278 999 1277 6.5 196|High volume of 'Accepted Development' - only building
consent is required, no planning consent is needed. Utilise
consultants to assist with capacity. Business Support Team
(admin) overseen by Team Leader Planning. Aim to add an
additional Planner and admin support to assist with
workloads.

Council 4 195 519 714 4 178|FTE includes 1 Cadet Planning Officer. Customer Liaison
(admin function) overseen by Team Leader Planning, 0.8 FTE
admin support.

Council 5 193 688 881 2 440|High workload has been challenging, have used many
consultants to assist with high volume of applications.
Utilise 3 FTE Development Technicians (admin support) to
assist with work loads, reporting to Team Leader Planning.

Administrative support

Prior to 2018, the Development Services team reported a dedicated administrative resource for the
team, with a direct phone number for enquires. Post 2018, this resource was replaced with a 1.8 FTE
allocation of admin support from the Customer Service Team, who sit at the main reception with a
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general phone line into Council and manage Council-wide enquiries. Staff reported a noticeable
decline in the level of assistance able to be provided by admin support staff, for example in answering
development-specific customer queries, with a resultant increase in the workload of professional
planning staff.

Analysis of planning/building call requests, and the number of times calls are transferred or a phone
message taken by the Customer Service Team demonstrates the upward trend in calls received by
council and also transferred to Development Services:’

Building/Planning Call Statistics

120

100

80

60

a0

20

0
. H\n?} PR Qr?’ A 0.’\?
& R & SIS o S o 3 &

— Received/Resolved e (RN s Transferred

CRM = customer request raised in the ‘Customer Request Module’ of the system - for Development Services to
specifically address.

Audit consider that the above chart indicates increased customer interaction for the Development
Services Team. See Recommendation 4.

Risk Exposure

= Insufficient human resource capacity resulting in increased stress levels, higher risk of errors,
and decreased overall team morale impacting service delivery.

* Increased risk of statutory timeframes under the PDI Act not being met.

* Insufficient capacity to appropriately initiate and/or respond to code amendments, leading
to sub-optimal development within the council area.

Recommendation 3

Council prioritise recruitment of additional human resourcing for the
Planning Team, for example via the existing plans for appointment of a
Para Planner through the initiative with the Department of Planning and
the Local Government Association.

Note: CoMG’s current Planning Officer is a highly experienced Level 1
Planner, who is currently assessing simple applications and performing
other duties that could be performed by a more junior staff member or
admin resource (see also Recommendation 4). As such, additional

7 Data as provided, figures not available for June/July 2023 and demonstrated above as a static line.
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Agreed Actions

Action Officer

Completion Date

Recommendation 4

Agreed Actions

Completion Date

resourcing does not need to be at a senior level to have a meaningful
impact on capacity.

Addressing via para planner / additional administration support.

Manager Development Services
General Manager Corporate and Regulatory Services

July 2024

Consider ways to reduce the workload associated with lower-level
customer requests on the Development Services team. Options may
include:

*  Assigning adedicated admin resource to assist the team, providing
them training and assigning responsibility for lower-level tasks
otherwise being performed by Planning Officers such as customer
service provision. This role may also for example check that
expected information is lodged with applications (with
consideration given to Schedule 8 requirements for plans and
information) and data reporting.

*  More specifically training existing Customer Service Team
members about how to resolve lower-level planning and building-
related queries, with a targeted reduction in call transfers.

= Developing reference material for the Customer Service Team to
use, for example FAQs or a knowledge library that supports them
to provide accurate information to customers. This may also be
included on the Council website.

Note - the above are options only, the intent is to proactively identify a
way to reduce administrative burden on professional planning/building
officers. This would be subject to cost/benefit considerations.

Para Planner commenced June 2024, Admin assistance currently being
finalised, Para planner will commence work on FAQ's in conjunction with
other officers in August 2024

Manager Development Services
Manager Organisational Development

September 2024
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- - Audit Risk | CoMG Risk
2.3 Key stakeholder relationship l:{a'ﬁn: oRaﬁng' ’

management and communications Moderate: | Modsiats

Key Findings

* There is opportunity to strengthen communication and the clarity of roles/responsibilities
between Development Services and the Operations & Engineering teams in particular—with
scope to document the role of key internal stakeholders and agreed workflows for internal
consultation when assessing an application.

* There is potential to develop information guidelines for the public to access when planning a
new development and to influence developers to align with CoMG’s character and community
preferences.

Discussion

The audit scope called for a review of ‘internal relationships and workflow management between
departments where appropriate’. Workflow management is important as, under the PDI Act, Planning
officers refer applications to in-house specialists for input. Responses must be received in a timely way
or, under the Act, applications may be deemed as approved.

To achieve this, Audit spoke with a member of the Executive, as well as the Development Services and
Operations & Engineering teams about their experiences with internal collaboration. We identified
two areas for strengthening workflow management: with Environmental Health Officers and the
Operations & Engineering Team.

Environmental Health Officers

There are currently two Environmental Health Officer (EHO) vacancies. Prior to this, Planning staff
reported referring to EHOs regularly, including via a weekly meeting. A former EHO had a logon for
the ePlanning Portal and could access the data they required. Input from EHOs has naturally declined
as CoMG rely on input from an EHO on a single day a fortnight basis, a shared resource from Wattle
Range Council.

Operations & Engineering team

Audit identified a need for strengthened engagement and collaboration between the Operations &
Engineering and Development Services teams. Both teams expressed a desire for this to occur. Causes
of low engagement levels include:

» general busyness / pressure on capacity (See discussion in Section 2.2)

* short assessment timeframes, limiting opportunity for collaboration and the ability to
influence the assessment outcome

* discontinued formal collaboration mechanisms, and
* some lack of clarity around roles and responsibilities between teams.

These are further discussed over page.
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Short assessment timeframes

Stakeholders reported some delays in receiving input into development applications, and a reliance
on Planning Officers’ knowledge in the absence of this input. This may be addressed by formalised
collaboration mechanisms (see below).

A need for formalised collaboration mechanisms

As at fieldwork, Audit observed a lack of formalised mechanisms to encourage and/or require
collaboration. Examples of such mechanisms could include regular, recurrent scheduled meetings
between internal stakeholders, and/or specific triggers (embedded in policy/procedures) during the
assessment process requiring collaboration. Historically, there have been recurrent meetings
scheduled between the Operations & Engineering and Development Services teams.

Internal engagement is a key component for achieving successful development outcomes for CoMG,
as a lack of internal engagement can lead to sub-optimal development outcomes. For example, the
impact of the development on infrastructure and the surrounding neighbourhood, such as
stormwater, bin collection, street parking and trees onsite, may not be adequately considered. See
Recommendation 5.

Opportunity to clarify roles and responsibilities between teams

Stakeholders expressed various areas where there is opportunity for increased clarity in the roles and
responsibilities between the Operations & Engineering and Development Services teams. In summary,
these points appeared to be around:

= what could be influenced through the planning assessment process, and

= what planning and infrastructure requirements must be established outside of planning
assessment process.

Interviewees identified some inconsistencies in understanding of the extent to which council can
influence development. Under the PDI Act, council’s influence over planning direction can be limited.
Short assessment timeframes, streamlined approval processes and detailed, specific and mandatory
requirements of the PDI Act and the Code mean that once an application is lodged, there is limited
opportunity to influence the development. Teams demonstrated desire and a need for further clarity
around roles and responsibilities in this space. See Recommendation 6.

Opportunity to develop / provide guidance information to external stakeholders

In addition to the development assessment process, there is opportunity for Council to more
proactively influence development within its capacity as the Local Government Authority. There are
decision points for councils under the PDI Act that can provide opportunities for COMG to positively
influence the nature of development. This may be driven by the Engineering team, and result in
reduced calls to the Planning officers. An example is outlined below.

Example — area where Council can influence planning direction

Under s102 of the PDI Act, for proposed division of land where land is to be vestedin a
council, the council needs to accept the vesting, and prescribed requirements regarding
internal roads and drainage of the land must be met to the council’s satisfaction. Early
intervention by engaging with developers and providing them with clear guidance
regarding CoMG expectations when evaluating the decision to accept the vesting of
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land and/or infrastructure is key to giving CoMG the best chance of positively
influencing the future direction of development in the city.

In relation to the vested land example above, there is reportedly some level of early engagement by
the Operations & Engineering Team with developers, however this is hindered by a lack of guidance
about CoMG expectations and absence of a current CoMG master plan® that can be provided to
developers. Engineering Team guidance that describes and promotes CoMG’s preferred position and
expectations for key elements of developments may help educate developers, provide them greater
opportunity to consult with CoOMG subject matter experts in the pre-application stage, and allow them
to identify development options that align with Council’s strategic intent and planning principles. This
may also help to reduce enquiries and time impact upon Planning Officers. See Recommendation 7.

Risk Exposure

*  Some lack of clarity around roles/responsibilities between teams may create time delays and
unnecessary resource duplication in responding to customer requests and providing input
into developments.

*  CoMG's influence over planning and development activity may be restrained by the limited
engagement with developers in the pre-application stage.

* Lack of engagement between key internal stakeholders during the pre-application stage and
when assessing an application may result in sub-optimal planning outcomes.

Recommendation 5 Re-introduce regular, recurrent scheduled meetings between
Development Services and Operations & Engineering teams and other
stakeholders for joint review of upcoming developments and current
Performance Assessed development applications.

Agreed Actions As per recommendation

Manager Development Services
Manager Engineering, Design & Asset
Completion Date ASAP = July 2024

Recommendation 6 Conduct a mapping exercise to document/confirm roles and
responsibilities between the Development Services and City Infrastructure
teams. This can provide further clarity and consistency to all staff on roles
and responsibilities. This may also include internal service standards.

Note: When implementing this recommendation there is an opportunity
for CoMG to liaise with peer councils and consider their service standards.

Agreed Actions As per recommendation

® The Greater Mt Gambier Master Plan is currently out of date.
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Action Officer Manager Development Services

Manager Engineering, Design & Assets

Completion Date December 2024

Recommendation 7 Consider how CoMG could influence planning and development activity by
more proactively engaging with external stakeholders at the pre-planning
stage, where applicable. Solutions may include developing guidance on:

*  CoMG'’s preferred position on key elements of development plans,
including explanation of requirements under the PDI Act

*  CoMG’s view on best practice outcomes with respect to wholistic
planning considerations such as stormwater management,
established tree retention, streetscape enhancement, and heritage
character preservation.

*  CoMG subject matter experts who are available to assist developers
with enquiries at the pre-planning stage.

Agreed Actions Guidance Development: Develop comprehensive guidance documents
outlining CoMG's preferred positions on key elements of development
plans. This should include clear explanations of requirements under
relevant legislation like the Planning and Development Infrastructure (PDI)
Act.

Best Practice Outcomes: Define COMG's views on best practice outcomes
for holistic planning considerations such as stormwater management,
established tree retention, streetscape enhancement, and heritage
character preservation. This can be communicated through guidelines,
policy statements, or informational materials provided to developers.

Subject Matter Expert Availability: Identify and designate CoMG subject
matter experts who can assist developers with inquiries at the pre-
planning stage. Ensure that these experts are accessible and responsive to
developers' needs, providing guidance and expertise to help align projects
with CoMG's objectives and regulatory requirements.

Stakeholder Engagement Platforms: Establish platforms or forums for
regular engagement between CoMG representatives and external
stakeholders, including developers, community groups, and industry
associations. These platforms can facilitate dialogue, exchange of ideas,
and collaboration on planning and development initiatives.

Education and Awareness Programs: Conduct educational programs and
outreach activities to raise awareness among developers and other
stakeholders about CoMG's priorities, policies, and expectations regarding
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informational materials disseminated through various channels.

- planning and development. This can include workshops, seminars, and

Action Officer Manager Development Services

Manager Engineering, Design & Asset

Manager Economy, Strategy and Engagement

Completion Date December 2024
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2.4 Development enforcement and compliance Rating Rating

actions Moderate | Moderate

Key Findings

* Legislative targets for Class 1 building inspections are being significantly exceeded, whilst
legislative targets for inspection of Class 2-9 building inspections are not being achieved.

* There is minimal follow-up of developers’ and building owner’s compliance with Essential
Safety Provisions (ESPs).

* The team reported limited capacity to meet all compliance and enforcement obligations, and
focus on Class 1 inspections as a priority.

Discussion

The scope called for a review of council’s processes, documentation and procedures for development
enforcement and compliance actions, and their compliance with the relevant provisions of the PDI
Act. To achieve this, audit reviewed relevant council policies / procedures, interviewed key staff with
responsibilities for development enforcement and compliance actions, and reviewed data from the
Portal demonstrating progress against legislative targets.

Building and Swimming Pool Inspections

State Planning Commission PRACTICE DIRECTION 8 - Council Swimming Pool Inspections 2019 and
PRACTICE DIRECTION 9 - Council Inspections 2020 set the minimum level of inspections that must be
undertaken each relevant reporting year (1 July to 30 June). "Council Policy D150 - Building &
Swimming Pool Inspection Policy" reiterates the requirements of these practice directions. The policy
is consistent with the Directions, with the exception of an additional target within Council’s policy to
undertake inspections on 10% of all approvals for Class 10A (verandas etc.) and 10% of all approvals
for Class 108 (retaining walls, fences etc.). Council has not met these self-imposed targets (see Section
2.8 for further discussion).

The following extract taken from the PlanSA Portal shows Council’s inspection rate as at the time of
the audit against the target:

Practice Direction 9

Building Class Target % Building Works Building Works Building Works
Inspected % Commenced Inspected

Class 1 66% 90.34% 290 262
Class 2-9 90% 3297% 91 30

Practice Direction 8

Building Class Target % Building Works Building Building Building Works

Inspected % Works Works Inspected Within
Completed Inspected Iimeframe (10
Days)

=
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Swimming Pools 100% 1
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Opportunity to more systematically target Building Officer work tasks

As indicated on the previous page, for Class 1 buildings a minimum of 66% of building work
commenced in the relevant year must be inspected. As indicated above, Council is exceeding
inspection requirements, with an inspection rate of 90.34% (24% above requirements).

The Building Officer performing these inspections reported that they spent the majority of their time
managing and performing building inspections, with little time to perform other responsibilities such
as compliance action or inspection of Class 2-9 buildings.

Audit consider that, given inspections for Class 2-9 buildings are approximately 57% below target as
at March 2024, there may be opportunity to reduce the number of inspections performed for class 1
buildings to a range closer to legislative target minimums to allow the Building Officer to prioritise
other parts of their role. See Recommendation 8.

Shortage in inspections conducted: Class 2-9 and swimming pools

For Commercial buildings (Class 2-9 buildings) a minimum of 90% of building work commenced in the
relevant reporting year must be inspected. As shown in the table on the previous page, Council is not
currently meeting the required inspection targets for Class 2-9 buildings, with an inspection rate of
32.97% against a target of 90%.°

The table on the previous page also shows that Council did not meet timeframes in inspecting one
swimming pool. Recommendation 8 and Recommendation 9.

Capacity to conduct proactive work

Audit note that in relation to swimming pools, Council has been advised of only 1 completed pool. Per
the PDI Act, swimming pool means ‘an excavation or structure that is capable of being filled with water
and is used primarily for swimming, wading, paddling or the like and includes a bathing or wading pool
or spa pool’.

Itis noteworthy that inspection numbers are based on Council being advised that building works have
commenced (or swimming pools completed). Council officers reported lack of capacity to perform
proactive follow up of building works to ensure that it has a complete population of commenced /
completed works, and it is likely that there are instances of owners failing to notify council. Audit
understand that there are anecdotally not many swimming pools installed in Mt Gambier, however
given that there is a swimming pool and spa retailer in the city, this number appears under-reported.
See Recommendation 8.

? Inspections can be undertaken by a by a Building Officer with Building Level 2 Accreditation provided
buildings are no more than three storeys in height or have a floor area of no more than 2,000m?. Over
these limits, a Building Level 1 Accreditation is required. Council’s Development Services Coordinator
is currently Level 2 accredited, and in the process of achieving Level 1 accreditation. Council’s Building
Officer is currently Level 3 accredited, and in the process of achieving Level 2 accreditation.
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Essential Safety Provision (ESP) Compliance

When Council issues consent for a commercial property, it provides the ESP Form 1 {(outlining required
essential safety provisions) and Form 2 (owners sign to say all ESPs installed). Owners do not always
return these forms, which are required before they can have the certificate of occupancy.

For certain larger non-dwelling buildings, in accordance with regulation 94(10) and (11), a building
owner must provide annual proof to council — via lodgement of a ‘Form 3’ - that maintenance and
testing have been carried out on all ESPs applicable to the building. Council’s Customer Service team
proactively send a reminder email to all known owners with a relevant building requiring an Annual
return form. Again, not all owners complete and provide Council with their Form 3s.

Ideally, Council would conduct further proactive follow up with owners regarding their incomplete
ESP Forms. No formal process is currently in place for this follow up, with the primary reason provided
being a lack of capacity. In addition, staff reported that the new Portal does not facilitate an efficient
process for these reviews, and that the process has deteriorated since transitioning to the new system.
See Recommendation 8.

Building and Rectification Notifications

Council’s ‘Administrative Principle - Enforcement Of Unlawful Development' outlines the processes
for investigating and, where required, taking enforcement action to address unlawful development.
Enforcement actions are tracked and monitored via the PlanSA Portal.

The policy promotes a pragmatic approach to enforcement action, with the Delegated Officer selecting
the appropriate enforcement action following a decision to investigate which may include taking no
action, informal action (such as a verbal advice), or formal action. In practice, Council has recorded
minimal rectification activities. Of the 718 buildings requiring inspections as listed in the ‘Building and
Rectification Notifications Report’ for the period 27/4/2021 to 18/03/2024 only 7 have been flagged
as requiring rectification, the last of which was on 7/04/2022. Staff reported that only informal actions
have been taken in recent times, as staff seek in the first instance to resolve issues through informal
discussions with developers and have found this to be effective. Whilst not possible to evidence,
anecdotally the low volume of enforcement actions may potentially also be influenced by the lack of
capacity in the team. See Recommendation 8 and Section 2.2.

Risk Exposure

* Low levels of proactive compliance and enforcement activity, and failure to meet mandated
inspection targets may result in increased risk of non-compliant building works, inadequate
ESPs and unsafe swimming pools in the community, exposing council to reputational risk and
increased potential for legal penalties and/or fines.

Recommendation 8 Increase capacity to perform important higher-risk compliance and
enforcement actions, such as further proactive follow-up of outstanding
ESP Forms and failures to notify council of completion of swimming pools,
by:
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= reducing the number of Class 1 building inspections being performed,
and utilise the freed-up capacity to perform compliance and
enforcement actions

* provide training and assign responsibility to select administrative
support staff to assist with lower-level tasks otherwise being
performed by Building Officers such as following up outstanding items
with developers / building owners, data reporting and customer
service provision, and

= working with local supplier(s) to ensure that they advise when
swimming pools are installed.

Agreed Actions Prioritise Compliance Actions: Evaluate the current workload of Class 1
building inspections and identify areas where resources can be
reallocated. Prioritize higher-risk compliance and enforcement actions
over routine inspections to focus efforts on addressing outstanding issues.

Training and Delegation: Provide comprehensive training to select
administrative support staff to handle lower-level tasks typically
performed by Building Officers. Assign responsibility for tasks such as
following up with developers/building owners, data reporting, and
customer service provision

Streamlining Processes: Identify opportunities to streamline compliance
and enforcement processes to improve efficiency. This may include
leveraging technology for streamlined communication with stakeholders,

Action Officer Manager Development Services

Development Services Coordinator

Completion Date June 2025

Recommendation 9 Consider engaging external consultants to assist with backlogs in class 2-9
building inspections.

Agreed Actions To be considered as part of the Workforce plan and service review and will
be subject to available resources. This will be considered and reported
back to the Audit and Risk Committee.

Action Officer Manager Development Services

Development Services Coordinator

Completion Date TBA — Covered in 8 as above — process improvements and better
administration could significantly address this recommendation

PDI Act 2016 - Post Implementation Audit
Liability limited by a scheme approved under Professional Standards Legislation 25

Item 5.3 - Attachment 1 Page 147 ‘



City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

Galpl ns City of Mount Gambier

Audit Risk | CoMG Risk
Rating Rating

2.5 Delegations - opportunity to formalise
acknowledgement re the PDI Act

Key Findings

* Delegations in relation to the PDI Act were updated in concurrence with internal audit
fieldwork.

* There is some opportunity to clarify delegations in relation to the RAP, in particular where
these delegations should be recorded/published.

Discussion

The audit scope called for a review of legislative compliance in relation to supporting frameworks such
as delegations and authorisations.

Delegations within Reliansys System

Council uses the Reliansys system to maintain its instruments of delegations under the PDI Act. This is
available both online and in-house. Staff can log into the system and view delegations relevant to
them. The public/online version is currently dated 2021.%*° See Recommendation 10.

As at the time of audit fieldwork, delegations in line with Instruments A and B of the Act were included
in Reliansys. There had been some lack of clarity around whether delegations linked to Instruments C
and D were Council’s responsibility to update, as these include delegations related to the Limestone
Coast Southern Regional Assessment Panel (RAP). The decision was made to update Reliansys with
CoMG officers’ delegations relevant to these Instruments C and D of the legislation.

Until the end of June 2024, Council is the administrator of the RAP. This panel represents four councils.
Any delegations relevant to the RAP and not administered by CoOMG are not currently managed by
CoMG's Governance and Property Team. Audit understand that other councils have raised questions
about these delegations, indicating a need for clarity around roles/responsibilities around the
management of delegations relevant to the RAP. See Recommendation 11.

Internal processes around delegations

The administration of delegations and authorisations is an intricate task, and council’s use of the
Reliansys system assists in achieving efficiencies with this. The intent is to track all delegations and
authorisations, and CoMG officers are able to log in and view all delegations associated with their role.
Reliansys also has a feature to notify officers of changes to relevant legislation.

The internal process around delegations for the PDI Act is clearly documented.** Audit found that:
* the high-level process for delegation to the CEO was undertaken correctly

* sub-delegation to officers occurs via the system only, with email notification to officers upon
commencement and if there are any changes

10 gee: https://cdn.mountgambier.sa.gov.au/docs/Delegations-Register-3-June-202 1. pdf
1 See Administrative Procedure, RelianSys — Delegations / Authorised Officer Appointments, p.11.
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= the procedure outlines a process for officers to sign their Instruments of Delegation, however
this currently does not occur, with resourcing constraints cited, and

= authorisations are in place as required.

Given that Building Officers reported having over 300 delegations each, the task of manually printing
and signing off on these would take time. It is important, however, to ensure that delegations are up
to date and accurate, for example as any decision challenged and found to be made by someone
without delegation would be overturned. See Recommendation 12.

RAP

Audit found that Delegation to the Assessment Manger was documented and in line with
requirements, and that CoMG officers’ relevant delegations relevant to the RAP’s operations were
updated and clarified as at the time of audit fieldwork.

Risk Exposure

* Incorrect delegations/authorisations and/or understanding of these may lead CoMG or RAP
officers to make decisions incorrectly or without appropriate authority.

GO CO G EUET SO Ensure that Council’s latest/updated published Delegations Register as
available on the public website.

Agreed Actions As per recommendation

Manager Governance and Property

Completion Date Completed

GO COEEELEE R Work to ensure that members of the Limestone Coast Southern Regional
Assessment  Panel have clarity around responsibility  for
maintaining/updating relevant delegations in association with
Instruments C and D under the PDI Act.

Note — this may be achieved via an email/agenda item for RAP discussion
and the intent is to ensure ongoing clarity between all member councils.
The action can be closed after CoMG employees have raised/worked to
address the matter.

Agreed Actions As per recommendation
Manager Development Services

Completion Date ASAP- July 2024 (Will introduce an induction for the new panel
membership commencing in July 2024)
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LT L GEGL B REE Develop a  pragmatic approach to periodically confirming that
Development Services officers’ delegations are up to date, correct and that
officers have signed acceptance of these delegations.

This recommendation may be considered on a cost-benefit basis. For
example, this update may occur annually/biannually or be conducted
within the Development Services team.

Agreed Actions As per recommendation
m Manager Governance and Property
Completion Date August 2024
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2.6 Governance mechanisms are in place, there
is opportunity for proactive fire inspections

Key Findings

* Thereis opportunity to strengthen the scope/operations of the Building Fire Safety Committee.

Discussion

The audit scope called for a review of the governance mechanisms introduced, including the
Limestone Coast Southern Regional Assessment Panel (RAP), the Building Fire Safety Committee
(BFSC) and the Assessment Manager in relation to the terms of reference, appropriateness of
delegations and appointments to these authorities.

A summary of analysis of governance mechanisms is below.

Assessment Manager Q = Appropriately qualified, and

(Council) = the Reliansys system documents appointment to

the role, as per .87 of the Act.
RAP * Terms of Reference (August 2022) align with the
PDI Act
* members have been appropriately appointed

* a Deputy Member has been appointed to be called
upon as needed

* Assessment Manager appropriately appointed

* panel ‘gazetted’ May 2022, including a summary of
the core provisions, panel procedures and cost
sharing arrangements.

BFSC * Terms of Reference established, comply with
requirements of s.157(17) of the Act

* Members appointed via Council Resolution only

* meets annually - this meets legislative
requirements however there is opportunity to
strengthen operations of the BFSC. See
Recommendation 13 and discussion below.

Building Fire Safety Committee

The BFSC meets annually. A review of the 2023 Minutes indicates a report for only one property was
considered, with the same property also the only property considered in 2022.
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Currently, the Committee meets minimum requirements. Section 157 of the Act indicates additional
scope for the Committee:

(1) An authorised officer who holds prescribed qualifications or a member of an
appropriate authority [the BFSC] may, at any reasonable time, enter and inspect
any building for the purpose of determining whether the fire safety of a building
is adequate.

(2) An authorised officer who holds prescribed qualifications must conduct an
inspection of a building under subsection (1) at the request of an appropriate
authority or a fire authority.

(3) If an appropriate authority is satisfied that the fire safety of a building is not
adequate, the appropriate authority may cause a notice to be served on the
owner of the building...

This indicates opportunity for the BFSC to be used to drive more strategic fire safety within the council
area. A summary is included in the diagram below.

Potential opportunities for the BFSC — Strategic Approach to Fire Safety

Current
status

Improved safety

RISK- PROACTIVE TRACK
BASED ONS PROGRESS /
PLAN ENFORCE

MINIMUM
STANDARD

Develop risk

= Meet annually
- Limited
coverage

CURRENT

01
ol

The BFSC’s Terms of Reference also include an ‘Investigation and Inspection Priority Policy’. This
outlines events that may trigger an inspection by an authorised officer:

5.1.1 Direction by a relevant fire authority

5.1.2 Complaint from the public
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5.1.3 Audit and/or targeted buildings and businesses

The Terms of Reference further outline the Committee’s inspection priorities, ‘noting the intent is not
to carry out annual inspections, but to address or rectify buildings as identified under 5.1, to the
extent that would provide an adequate level of safety for the building occupants.”

The Terms of reference also identify that ‘Audits should be performed on a 10 yearly basis and
monitored through Council’s record keeping systems with updates of inspection to BFSC.’
Other councils’ approaches

IA note that some councils have proactive fire inspection approaches. For example, one Council’s BFSC
ToR notes:

The Committee shall develop and implement a fire safety inspection schedule based on:
9.1.1. Buildings identified as a high fire safety risk, including:

9.1.1.1. Ensuring high risk buildings where life safety criteria are most important are
inspected first i.e.: overnight accommodation for unrelated persons; and

9.1.1.2. where large crowds congregate during operating hours ...*

This indicates that there is opportunity for amore proactive and scheduled approach to fire inspection.
Internal Audit understand that although there is desire to conduct these inspections, they do not occur
at present, reportedly due to resourcing/capacity constraints, See Recommendation 13.

Risk Exposure

*  Council may miss opportunities to ensure that buildings meet appropriate fire safety
standards due to a lack of proactive inspections.

*  Council may suffer reputational damage if an event occurs and it has not performed
inspections in line with community expectations.

LTS E NGB RS The BFSC to consider:

* developing a proactive approach to inspecting higher-risk buildings,
with the highest-risk buildings inspected first

* monitoring/tracking these inspections and ‘causing issue’ of notices
to be served as required as per s157 of the PDI Act.

Note — this recommendation can be considered on a cost/benefit basis,
Internal Audit understand that it involves resource considerations.

Agreed Actions As per recommendation but dependant on adequate resourcing. Final
result to be reported back to Audit and Risk Committee.

m Manager Development Services — Development Services Coordinator
Completion Date December 2024

12 City of West Torrens. BFSC Terms of Reference. Online, URL:
https://westtorrens.prelive.opencities.com/files/sharedassets/public/v/3/objective-digitalpublications/term-
of-reference/building-fire-safety-committee-terms-of -reference.pdf
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Low Low

2.7 Complaints management

Key Findings

= Council currently captures limited complaints data. There is opportunity to formalise the
approach to capturing and monitoring trends in customer feedback. This could relate to
Development Services only, or across Council.

Discussion
To provide assurance around the adequacy of internal processes under the PDI Act, Internal Audit
aimed to review complaints data and use this to understand trends/areas for strengthening and/or

areas of strength. (/t is important to highlight that this part of the audit was not conducted due to
concerns about the Development Services team, but as part of the planned audit process).

The structures under the PDI Act provide for a person to make a complaint about a decision that was
made, or the conduct of a decision maker, including the following:

*  RAP- complaints must be lodged with the Chief Executive of PlanSA, and

= Assessment Manager — complaints must be lodged with the Chief Executive Officer of the
council that appointed them.**

Audit note that complaints may be raised for areas within Council’s control (timeliness, transparency
around decisions made) or outside of Council control (e.g. approval of ‘deemed to satisfy’
applications). When outside of Council control, these do not meet the definition of a complaint against
Council’s services.

Audit aimed to review CoMG’s customer feedback and complaints in relation to the Development
Services Team, and identified the following:

= Council has a C200 Request for Service and Complaint Policy (the Policy) that outlines the
approach to complaints handling

= the Policy does not refer to complaints under the PDI Act and is overdue for update
= the Policy defines a reasonable request for service, there is opportunity to define a complaint

= the Policy is not clearly found on the Council website — a search for ‘complaint’ on the landing
page brings up arange of other operational documents staff reported that they do not lodge
information about complaints received if the calls are received directly unless a threat has
been made against them (lodged via Skytrust system)

= the publicis able to contact Council directly to make a complaint

= complaints lodged in writing are captured in a complaints log

13 plan SA 2022, ‘How to make a complaint about a decision maker’, URL:
https://plan.sa.gov.au/have your say/make a complaint/how to make a complaint about a decision ma
ker
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= there were only two complaints documented in relation to Building and Planning staff in the
last 12 months (therefore no trend information able to be considered).

Audit note that the Development Services team are professional and that processes appear thorough.
They also reported dealing with abusive customers regularly. It is better practice, however, to record
all complaints whether received via writing, in person or over the telephone. These can then be
reviewed to identify trends and promote continuous improvement. They can also provide Council with
assurance that planning /building processes are operating well, or provide insight into areas where
further public information can be provided as a way to reduce complaints received. In addition, this
information can be used to document unreasonable requests and support staff in dealing with these.

See Recommendation 14 and Recommendation 15.

Risk Exposure

= If formalised complaints handling processes are not in place, CoOMG may not comply with the
PDI Act’s complaint handling requirements.

* If COMG does not monitor customer feedback and complaints, CHB may miss opportunities
to better address community expectations/preferences.

LOETTNL PUGE B E AN Consider reviewing and updating the Customer Request and Complaint
Handling policy. Items to consider include:

« definition of a complaint

* clarity of how complaints against the Assessment Manager should
be documented, lodged with the Chief Executive Officer and
investigated

In addition, clarify what form a complaint must be in before it is formally
lodged (currently written format only). This can ensure that all staff are
aware of and comply with the PDI Act’s expectations around complaint
handling procedures.

Note — complaint management affects all of Council, this recommendation
specifically addresses complaints in relation to the PDI Act only.

Audit note that a range of peer councils capture phone call complaints to
ensure that all received concerns are actioned. This may be actioned on a
whole-of-Council approach, with all complaints captured (including in
relation to development).

Agreed Actions Council are in the process of updating the Request for Service and
Complaints Policy

Action Officer Manager Governance and Property

Completion Date August 2024
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CET TG RGNS Consider monitoring trends of community feedback/complaints around

development services as a way to assist management in understanding
Agreed Actions

areas for continuous improvement and/or to obtain assurance about
Action Officer Manager Development Services

processes being performed well.

Note — this is a better practice recommendation only and is included for
continuous improvement purposes only.

Set up a regular schedule for analysing community feedback and
complaints data. This could be done monthly, quarterly, or annually,
depending on the volume of feedback received. Analyse the data to
identify recurring issues, trends, and areas for improvement.

Based on the analysis of feedback and complaints data, identify specific
areas within development services that require improvement. Look for
patterns or common themes in the feedback to pinpoint areas where
changes or adjustments may be needed.

Develop action plans to address the identified improvement
opportunities.

Manager Organisational Development (Customer Service/Records)

Completion Date December 2024
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Audit Risk | CoMG Risk
Rating Rating

2.8 Policies - minor updates to be considered

Key Findings
= Council’s Land Division policy is out of date, referring to repealed legislation.

= The Building & Swimming Pool Inspection Policy introduces inspection targets over and above
legislative requirements, which are not being met.

Discussion

The required processes for Planning and Development are heavily regulated, and as such Council-
specific policies are generally not beneficial or necessary. Rather, Council staff generally refer to the
PDI Act and regulations, and Plan SA guidance and Practice Directions. Council does have two relevant
policies in place, discussed below.

Policy L130 Land Divisions

This policy sets out CoMG's requirements for land divisions and their associated road construction
within the Council area. The policy is out of date (overdue for review since August 2023), and does
not refer to the PDI Act.

The policy is currently published on Council’s website. In practice, staff are applying the requirements
of the PDI Act, and not this policy. See Recommendation 16.

Council Policy D150 = Building & Swimming Pool Inspection Policy

This outlines requirements for building inspections pursuant to s144 of the PDI Act, Practice Direction
8 = Inspection Policy for Swimming Pools 2019 and Practice Direction 9 = Council Inspections 2020.

The policy is consistent with the Directions, with the exception of an additional target to undertake
inspections on 10% of all approvals for Class 10A (verandas etc) and 10% of all approvals for Class 108
(retaining walls, fences etc). Council has not met these self-imposed targets.

Given the existence of specific Practice Directions from PlanSA, there is opportunity to review whether
this policy is required. See Recommendation 16.

Risk Exposure

= Policies being inconsistent with legislation increases the risk of non-compliance with
legislation and/or policy.

OGO L GEGL B U Reconsider the need to continue maintaining the Land Division and
Building and Swimming Pool Inspection policies, and either revoke them
or update them to ensure consistency with legislation (including
reconsidering the benefit of establishing more onerous inspection targets
than those mandated by legislation).
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Agreed Actions The Land Division Policy is currently under review by the infrastructure
team. The Building and Swimming Pool Inspection can be revoked

Action Officer Manager Engineering, Design & Assets
Manager Development Services

Development Services Coordinator - The Land Division Policy is an
Engineering Policy

Completion Date September 2024
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Appendices
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Appendix 1. Scope of the audit engagement

" City of
“ Maunt Gamtaes

Galpips

Internal Audit Scope

PDI Act 2016 - Post Implementation Audit

Background

Audit Objective

South Australia transitioned to a new planning system in March 2021. This
new system is fully electronic, providing online development assessment
and processing via a web based ePlanning platform, accessed via PlanSA.

The new ePlanning system applies to the whole of South Australia. The
ePlanning platform brings together the PlanSA portal, the on line Planning
and Design Code, the South Australian Property and Planning Atlas and
the electronic Development Application processing system.

The new planning system was developed to implement the requirements
specified within the Planning, Development and Infrastructure Act 2016
(PDI Act) and relevant regulations.

This audit will review the legislative compliance of Council’s development
assessment processes and as well as provide assurance on the supporting
frameworks in place such as delegations, authorisations, policies,
procedures and plans,

The audit scope will cover post implementation review of the system
reforms including:

the adequacy of Council's processes to align to the new regime
legislative compliance - including in relation to required supporting
frameworks such as resources, delegations and authorisations

review of Coundil's application of the Planning and Design Code,
National Construction Code, Ministerial Specifications and Practice
Directions

review of the governance mechanisms introduced (RAP, Assessment
Manager, Building Fire Safety Committee) in relation to terms of
reference, appropriateness of delegations, appointments to these
authorities

review council’s processes, documentation and procedures for
development enforcement and compliance actions and their
compliance with the relevant provisions of the PDI Act (excluding
detailed analysis of operational examples - primary focus on
framework and timeliness of high-risk enforcement/compliance
actions)

training/development for staff, and

internal relationships and workflow management between
departments where appropriate.

The audit will not include detailed testing, and/or provide a comprehensive
review of Council’'s implementation of the ePlanning system per a larger
‘service review’ engagement. The review will consider workflows and
procedures from a high-level and with a consideration of risk.
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Methodology

Relevant Risks

In conducting the engagement, the team will:

* conduct interviews with key stakeholders and team members

= review key Council documentation and relevant policies and
procedures where applicable

= conduct select testing of delegations, authorisations and enforcement
and compliance actions

= identify potential opportunities for improvement

= draft a report summarising findings and recommendations

= allow management responses to be considered as part of the draft
report and the subsequent review process, and

= provide a final report for presentation to the Audit and Risk Committee.

This audit aligns with Council’s strategic risk/s:

= Governance, Compliance, and Legislative Obligations.
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Appendix 2.0verall Control Environment
Conclusion Rating Definitions

This internal audit project aimed to assess the controls established to address a key strategic risk or
risks as documented in the Executive Summary. Based on the work undertaken, and when considering
the design and/or effectiveness of controls collectively, we conclude that the control environment is
one of the following ratings:

b S'::nqi:i::::t Ineffective
Effective
Improvement
Controls Controls Controls Controls Controls
assessed were | assessed were | assessed were assessed assessed were
effectivein largely partially require ineffective in
mitigating the effective in effectivein significant mitigating the
key strategic mitigating the | mitigating the | improvement key strategic
risk or risks key strategic key strategic | to mitigate the risk or risks
risk or risks risk or risks key strategic
risk or risks
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Appendix 3. Council Risk Framework

Below is a relevant extract from Council’s ‘Risk Management Administrative Principle’ document.

Target Risk Level / Risk Tolerance

The Organisational target risk level is the risk tolerance and rating the Organisation is willing to
accept after implementing controls,

Risk Level Acceptance Level Monitoring Frequency
Low Acceptable Quarterly / Yearly
Medium Acceptable Monthly / Quarterly
High Acceptable in Some Circumstances Weekly / Monthly
Extreme Unacceptable in most circumstances Daily/ Weekly

Risk Likelihood

The Risk Likelihood based on the potential for the risk to occur.

Rating

Potential for Risk to Occur

Likelihood Description

Rare

Extremely low probability.
Will only occur in
exceptional circumstances

Operations Explanation:

May occur in exceptional circumstances.
Could be incurred in a 5-10year timeframe
Projects / Business Case Explanation:

Has not occurred in similar studies or
projects, Conceivable but in extreme
circumstances

Unlikely

Low probability of an
incident

Operations Explanation:

Could be incurred in a 2-5 year timeframe
Projects / Business Case Explanation:
Known to happen but only rarely

Possible

Moderate probability of an
incident

Operations Explanation:

Could be incurred within a 1-2 year period
Projects / Business Case Explanation:
Incurred in a minority of similar studies or
projects

Likely

Probably will occur

Operations Explanation:

Will probably occur in most circumstances -
several times a year

Project / Business Case Explanation:

Could easily be incurred and has generally
occurred in similar studies or projects

Almost Certain

Expected to occur in most
circumstances

Operations Explanation:

It is expected to occur again, immediately or
within a short period - likely to occur most
Project / Business Case Explanation:

Could be expected to occur more than once
during the study or project delivery

PDI Act 2016 - Post Implementation Audit
Liability limited by a scheme approved under Professional Standards Legislation 41

Item 5.3 - Attachment 1

Page 163




City of Mount Gambier
Audit and Risk Committee Meeting Agenda

29 July 2024

Galpins

City of Mount Gambier

Risk Area and Consequence

The Councils risk appetite and consequence level may vary based on the area of risk. The areas are
defined as Financial, reputation, Legal / Regulatory / Policy, Service Delivery, People, Infrastructure
and Environmental.

Finance

Consequence Level

Consequence Description

Insignificant

Financial Low - Financial Loss <$100,000 impact on operating
result

Minor

Financial Medium - Financial Loss >$100,000 and <$1,000,000

Moderate

Financial High - Financial Loss >$1,000,000 and <5$2,500,000 or
2.5% rate revenue

Major

Financial Major - Financial Loss > $2,500,000 and < $5,000,000
or 5% rate revenue

Catastrophic

Financial Catastrophic - Financial Loss Exposure >5$5,000,000 or
5% rate revenue

Reputation

Consequence Level

Consequence Description

Insignificant Little community interest, low profile, no news items

Minor Low impact, some passing interest, low news profile

Moderate Moderate impact, moderate public interest, public
embarrassment, moderate news profile

Major Sustained public interest, high negative news profile,
Premier/Cabinet publicly involved, third party action

Catastrophic Widespread public agitation, Government censure, high

multiple impacts, widespread negative news profile

Legal / Regulatory / Policy

Consequence Level

Consequence Description

Insignificant No noticeable statutory or regulatory impact

Minor Minor/temporary non-compliance with statutory requirements

Moderate Short-term non-compliance with moderate statutory
requirements

Major Significant non-compliance with essential statutory
requirements

Catastrophic Long term or indefinite non-compliance with essential statutory

requirements and may result in criminal charges
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Service Delivery

People

Consequence Level

Consequence Description

Insignificant

Insignificant interruption to a service — no impact to
customers/business

Minor

Minor interruption to a service with minimal impact to
customers/business

Moderate

Moderate Interruption to service delivery. Customer impact up
to 48 hrs. Partial BCP action may be needed

Major

Major interruption to service delivery or production capability,
Customer impact > 7 days. Component of BCP action may be
needed.

Catastrophic

Major interruption to delivery of all or most services for more
than 14 days. Full BCP action required.

Consequence Level

Consequence Description

Insignificant

Insignificant interruption to operational services, short term
vacancies, natural attrition

Minor

Minor impact on workforce, skills shortage, lack of training and
development.

Moderate

Moderate impact on workforce, inability to recruit and retain
core Council roles and regulatory functions, loss of knowledge,
ageing workforce, potential union activities, complaints and
disputes, staff engagement, workplace culture and satisfaction
levels

Major

Major impact on workforce, lack of specialised resourcing to
deliver projects and strategic plans.

Catastrophic

Catastrophic impact on organisation, ICAC enquiry,
maladministration, leading to legal implications, serious
misconduct matters that impact brand reputation

Infrastructure

Consequence Level

Consequence Description

Insignificant

Financial Low - Financial Loss <5$100,000 impact on operating
result

Minor

Financial Medium - Financial Loss >$100,000 and <$1,000,000

Moderate

Financial High - Financial Loss >$1,000,000 and <$2,500,000 or
2.5% rate revenue

Major

Financial Major - Financial Loss > $2,500,000 and < $5,000,000
or 5% rate revenue

Catastrophic

Financial Catastrophic - Financial Loss Exposure >$5,000,000 or
5% rate revenue
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Environmental

Consequence Level Consequence Description

Insignificant Minor Instance of environmental damage. Can be reversed
immediately

Minor Minor impact to environment, e.g. on-site chemical release that
can be immediately contained. Can be reversed in the short
term.

Moderate Moderate impact to environment. Localised damage or

chemical release that has potential to spread but can be
contained or reversed with intensive efforts or outside

assistance

Major Off-site chemical release, severe loss of environmental amenity
or danger of continuing environmental damage.

Catastrophic Toxic off-site chemical release with detrimental effect, major
loss of environmental amenity or irrecoverable environmental
damage

5. RISK ASSESSMENT MATRIX

This Risk Assessment Matrix is as follows

Insignificant Major Catastrophic
Moderate High
Unlikely Moderate Moderate H
Moderate Moderate H H

Likely Moderate Moderate High High

Almost Certain | Moderate High High
PDI Act 2016 - Post Implementation Audit
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Appendix 4. Code Amendment Process

=9

Initiation™

Note: code amendments at this point in the

process are not published on the website

* Proposal o initiate is prepared - outiines
scope of the amendment and
nvestigatons

* Lodged with the Minister for Planning for =L
approval (with advice from the =y

Commission) s
Initiated
Preparaton (pre-engagemant)

* Minister has agreed o intiate the code
amendment
* Designated entty undentakes

0 O fo) nvestigations and prepares for
& consultaton
On consultation
» Consultation s undertaken in
accordance with the engagement Plan 8%%

Consultation completed

* Designated entty reviews and
responds 10 submissions made during
consultaton

* Prepares engagement report and
; E] evaluates consultabon process
* Prepares amendmaent for final adoption

Finalised”

(Adopted. altered and adopted or declined)

* Minister assesses the code amendment
with advice from the Commission) and
makes a cecison o Idoﬂ:. amend and
adopt or decling the code amendment -
decsion publshed on the website within

5 days (not given effect) m
* Code amendment deployed into the
electronic Planning and Design Code (e
takes eftect) Parliamentary review

* if adopted. the code amendment is
referred to the ERDC for review -
occurs within 28 days of coming into
effect

* Fee may be required

Source: Plan SA: https://plan.sa.gov.au/have your say/code-amendments
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Appendix 5. Sample testing results -
Development Application verification and
assessment

Audit assessed compliance with verification and assessment timeframes, required approvals, and
transparency of decision making for a sample of seven development applications submitted to Council
through the portal and noted all required timeframes, authorisations and minimum record-keeping
requirements are met. Testing results are summarised below.

Stage Minimum requirements in the portal Audit observation
Verification The officer is required to provide a 7of 7-P&D Code’ reason on file, text box not
reason for their determination and can used.
choose from two options: ‘P&D code’ or 7 of 7 - Verified within required timeframe
‘Other’, with an optional text box to (adjusted for additional information request
provide reason details delays).
Assessment — Documenting a reason for the 1of1relevant—-Assessmentreportuploaded.
deemed to determination is not compulsory, but an 1 of 1 relevant ~ Verified within required
satisfy option to upload notes is available **. timeframe.
Assessment — Upload an Assessment Report which 6 of 6 relevant - Assessment report uploaded.
parformance captures the decision-making *  1approved by the RAP
assessed *  5approved by Assessment Manager
6 of 6 ~ Verified within required timeframe
{adjusted for additional information request
delays).

The Act provides statutory timeframes for development assessment and approval as follows:

APPLICATION SUBMITTED
VERIFICATION PERIOD
ASSESSMENT CLOCK STARTS

‘ ]
20 30 40 50 0 70 80 90 %‘ﬁysss

7444
PLANNING - h
CONSENT DEEMED-TO-SATISFY HB

mmee O
ASSESSED
+ 20 Dusin ass days whore Commiamion )

Of Asseasment Panei are the MENOnTy FOR COMMISSION

U] ORPANEL DECISION

* 70-30 businesas days where

agency reterral tequired REFERRAL

* 30 business days where public 8 PUBLIC NOTIFICATION /
notiication required APPLICANT RESPONSE

D fding orcrenshomet o
on SR | - - n—_
ONSENT J— mo——a—

CONS
BUKBING | cuassrono 5| e Ry
O R 555

DEVELOPMENT
PROVAL o

¥ Plan SA 2020, Module 7.2Guide Verify a Planning & Land Division Consent: Verification of a Development
Application, URL https://plan.sa.gov.au/data/assets/pdf file/0007/699028/Module 7.2 Guide -
Verify a Planning and Land Division Consent.pdf.
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Appendix 6. Assessment of CoMG’s
accreditation under the PDI Act

Under the Accredited Professionals Scheme established by the PDI (Accredited Professionals)
Regulations 2019, those assessing the development application must be accredited. The following is
a summary of the accreditation levels at COMG.

Assessment Accreditations for planning Accreditations for building
Delegate L o
pathway applications applications
Deemed-to- Accredited 2 x Level 1 accredited @ Access to Building Level 1
satisfy professional officers accredited officer as needed

(consultant)

One officer has trained to
achieve L1 accreditation and is
finalising practical experience.

O Another officer has recently
achieved Building Level 2
accreditation

Assessment O Assessment Manager @
Manager Level 1 accredited

Performance  Assessment g Assessment Manager @ Access to consultant with
assessed Manager (Planning Level 1) Building Level 1 accreditation

Assessment g Panel members are @ One member Building Level 1
panel accredited to accredited; three members are
Planning Level 2. One Level 2 accredited.
member has Planning
Level 1 accreditation.

Council is meeting the minimum PDI Act accreditation requirements, and is particularly fortunate to
have two officers accredited to Planning Level 1. In addition, training one officer with Building Level 1
accreditation means that Council will be able to issue consent for all building matters.
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Appendix 7. Documents reviewed

Documentation reviewed for this audit includes but is not limited to the below:

Accredited Professionals Register - City of Mt Gambier

Administrative Principle - Enforcement of Unlawful Development - references old Act (dated 2019)
Advice of appointment to the Limestone Coast Southern Regional Assessment Panel - deputy
member

AR22 57336 Signed - Section 84 Notice of Appointment Form - Limestone Coast Southern
Regional Assessment Panel - various

AR22 62064 Building Fire Safety Committee Agenda - 12 09 2022

AR22 63486 Signed - Section 84 Notice of Appointment Form - Limestone Coast Southern
Regional Assessment Panel - appointment forms

Authorised Officer's cards
Building Approvals Statistics 2015 - 2021
Building Fire Safety Committee - Minutes - assorted

City of Mount Gambier Risk Management Administrative Principle
Council Policy D150 Building and Swimming Pool Inspections
Council Report - Establishment of Council Building Fire Safety Committee Council 16032021

Council Resolution - Action Item - Establishment of Council Building Fire Safety Committee

Council-Policy-D150-Building-and-Swimming-Pool-Inspections

Customer Support Administration Team - Call Statistics 2023 and 2024

Development Application Register - Mt G - All development within Mt G 01.01.23 to 01.01.24
Development Services Team Structure - March 2024

Development Statistics 2023 and 2024

FW_ Land Division - Limestone Estate - Council consent to an easement

Government Gazette Notice - Limestone Coast Southern Regional Assessment Panel Notice - Page
1049 - Published 05 05 2022

Instrument A - PDI Act

Instrument B — PDI Act

Instrument C - PDI Act

Instrument D - PDI Act

L130 Land Divisions

Letter to City of Mount Gambier - Appointment of Assessment Manager - LCSRAP
Limestone Coast RAP ToR

Mt Gambier - delegations and links to online register

Organisational Chart - Corporate and Regulatory Services - February 2024
Overview - building reforms under PDI Act

PDI Accredited Professionals Regulations 2019

PDI Act 2016

Planning Building CRM's 1-1-2023 to 27-3-2024

Register - Development Team authorisations

Top 50 Development Trends For All Applications — various reports
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Appendix 8. Staff members interviewed

= General Manager Corporate and Regulatory Services

* Manager Development Services / Assessment Manager to Limestone Coast Southern
Regional Assessment Pan

= Senior Planning Officer

= Development Services Coordinator
=  Building Officer

=  Manager Executive Administration

= Manager Operations and Engineering
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Disclaimers

Inherent limitations

This report has been prepared for the information and internal use of the City of Mount Gambier in
accordance with the scope and objectives outlined in the Executive Summary of this report. The
services provided in connection with this engagement comprise an advisory engagement which is not
subject to the Australian Auditing Standards or the Australian Standards on Review and Assurance
Engagements. Consequently, no express opinions or conclusions have been drawn or intended to
convey assurance. Due to the inherent limitations of any internal control structure, it is possible that
fraud, error or non-compliance with laws and regulations may occur and not be detected.

Further, the internal control structure, within which the control procedures that have been subject to
the procedures we performed operate, has not been reviewed in its entirety and, therefore, no
opinion or view is expressed as to the effectiveness of the greater internal control structure. The
procedures performed were not designed to detect all weaknesses in control procedures as they are
not performed continuously throughout the period and the tests performed on the control procedures
were on a sample basis. Any projection of the evaluation of control procedures to future periods is
subject to the risk that the procedures may become inadequate because of changes in conditions, or
that the degree of compliance with them may deteriorate.

We believe that the statements made in this report are accurate, but no warranty of completeness,
accuracy or reliability is given in relation to the statements and representations made by, and the
information and documentation provided by, the City of Mount Gambier’s management and
personnel. We have not sought to independently verify those sources. We are under no obligation in
any circumstance to update this report, in either oral or written form, for events occurring after the
report has been issued in final form unless specifically agreed with the City of Mount Gambier. The
internal audit findings expressed in this report have been formed on the above basis.

Third party reliance

This report is solely for the purpose set out in the Executive Summary of this report and for the City of
Mount Gambier’s information, and is not to be used for any other purpose or distributed to any other
party without Galpins’ prior written consent. This internal audit report has been prepared at the
request of the City of Mount Gambier or its delegate in connection with our engagement to perform
internal audit services. Other than our responsibility to City of Mount Gambier, neither Galpins nor
any member or employee of Galpins undertakes responsibility arising in any way from reliance placed
by a third party, including but not limited to the City of Mount Gambier’s external auditor, on this
internal audit report. Any reliance placed is that party’s sole responsibility.
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About us
FINANCIAL PLANNING Galp.i.ns TAXATION  SUPER

Galpins’ audit/ advisory leadership team {from L to R): Tim Muhlhausler, Jessica Kellaway, Luke Williams and Janna Burnham

Galpins is a South Australian Firm. All partners and staff are residents of South Australia, and many of
our suppliers are also South Australian owned. Our services are delivered from three offices located
at Norwood, Stirling and Mount Gambier. We provide high quality audit, assurance, consulting and
advisory services to a wide range of clients including State and local government agencies, the not-
for-profit sector, superannuation funds and companies. Our Audit and Assurance team is one of the
largest in South Australia.

Galpins is a preferred supplier to the South Australian Government for the provision of Audit and
Financial Advisory Services. We were originally selected in August 2007 and have been the largest
provider of services under this contract outside of the “Big 4” accounting firms.

Galpins has strong experience in delivering internal audit and advisory services covering performance,
compliance, financial assurance, governance and strategy, as well as consulting reviews. We aim to
provide a pragmatic, valuable service to our clients and work hard to deliver quality work that meets
your needs. Galpins offer a strong, skilled service and our repeated work with a range of state
government clients demonstrates the ongoing quality and value of these services. Examples of clients

include:
*  City of Holdfast Bay * Mt Barker District Council
*  City of West Torrens *  City of Playford
*  City of Salisbury * Coorong Council
* Local Government Finance Authority *  (City of Burnside
*  Auditor-General’s Department * Department Primary Industries and
Resources SA (PIRsa)
* Department Environment and Water *  Department Premier and Cabinet
PDI Act 2016 - Post Implementation Audit
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54 QUARTERLY INTERNAL AUDIT UPDATE REPORT — REPORT NO. AR24/46781

Committee: Audit and Risk Committee

Meeting Date: 29 July 2024

Report No.: AR24/46781

CM9 Reference: AF11/863

Author: Kahli Rolton, Finance Business Partner

Authoriser: Jane Fetherstonhaugh, General Manager Corporate and Regulatory
Services

Summary: The purpose of this report is to provide a quarterly update on the

progress of the Internal Audit Plan including actions and
recommendations arising from work undertaken.

Strategic Plan Goal 1: Our People
Reference: Goal 2: Our Location

Goal 3: Our Diverse Economy

Goal 4: Our Climate, Natural Resources, Arts, Culture and Heritage

Goal 5: Our Commitment

REPORT RECOMMENDATION

1. That Audit and Risk Committee Report No. AR24/46781 titled ‘Quarterly Internal Audit
Update Report’ as presented on 29 July 2024 be noted.
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TYPE OF REPORT
Legislative

BACKGROUND

1. Local Government Act 1999 section 126(4) — Audit and risk committee:
The functions of a council audit and risk committee include—
(9)(i) if the council has an internal audit function—
(A) providing oversight of planning and scoping of the internal audit work plan; and
(B) reviewing and commenting on reports provided by the person primarily responsible
for the internal audit function at least on a quarterly basis;

2. Audit and Risk Committee Terms of Reference - The following section of the Audit and Risk
Committee Terms of Reference (as adopted in April 2024) is relevant to this report:

12.4 Internal Audit (where Council has a separate internal audit function) The
Committee shall:

12.4.1 Monitor and Review - The effectiveness of the Council’s internal audit
function in the context of the Council’s overall risk management system.

12.4.2 Program - Consider and make recommendation on the program of the
internal audit function and the adequacy of its resources and access to
information to enable it to perform its function effectively and in accordance with
the relevant professional standards.

12.4.3 Reports - Review all reports on the Council’s operations from the internal
auditors.

Aligned with Sections 125A and 126 (4) of the Local Government Act.

12.4.4 Findings and Recommendations - Review and monitor management’s
responsiveness to the findings and recommendations of the Internal Auditor;
and

12.4.5 Direct Access - Provide the internal Auditor with the right of direct access to
the Mayor of the Council and to the Presiding Member of the Committee.

3. Internal Audit Policy — As adopted by Council in December 2023 includes the following
reporting requirements:

9.2 Audit and Risk Committee - A number of reports will be brought to the Audit and Risk
Committee to include the following:

e Individual Internal Audit Reports - Will be brought to the Council Executive and
Audit and Risk Committee as required to detail the scope of the internal audit prior to
commencement of the audit activity, with a further report to be brought to the Council
Executive and Audit and Risk Committee to provide the internal audit report that will
detail the findings and agreed actions.

e Quarterly Internal Audit Updates — A report that will provide an overview of the
internal audit function at least on a quarterly basis.

e CEO Annual Report - on the council's internal audit processes, reporting as required
with regard to the internal audit plan and proposed scope of each internal audit.

4. Audit and Risk Committee Work Program - The adopted work program includes quarterly
reports to be taken to the Audit and Risk Committee for the following meetings:

e 29 July 2024
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e 25 November 2024

e Meeting dates to be confirmed for 2025.

5. Audit and Risk Committee Review and Council Adoption Of Revised Plan - A report was
taken to the Audit and Risk Committee meeting in June 2024 and Council meeting in June 2024.
The purpose of the report was to provide a revised Internal Audit Plan for review by the Audit
and Risk Committee prior to review and adoption by Council.

PROPOSAL

1. Internal Audit Plan Progress — Attachment 1 to this report tables in detail the 2023/2024-
2025/2026 revised internal audit plan and progress against this plan. The graph below provides
a high-level status update. There are 19 documented internal audit projects in total over the 3
year period, with 3 completed, 4 requiring further review, 5 not started as they are due in
FY24/25 (the year has only just commenced) and 7 planned for FY25/26.

Internal Audit Plan
Status Update

6%

ss, 0, 0%

Not Started, 5,
26%

Next Year Project,
7,37%

2. Recommendations and Actions — From the internal audits completed, Attachment 2 to this
report provides a detailed table of recommendations, actions and completion dates with
management commentary. The table below provides a high-level summary.

Internal Audit Project Recommendations | Actions Complete | Actions Pending
/Actions

Payroll and Remuneration 3 2 1

PDI Act 16 2 14

3. Next Steps - Individual Internal Audit Reports will be brought to the Audit and Risk Committee
for review as they are completed. The next quarterly Internal Audit report will be brought to the
Audit and Risk Committee on 25 November 2024.

LEGAL IMPLICATIONS

Local Government Act
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STRATEGIC PLAN
N/A

COUNCIL POLICY
Internal Audit Policy

F225 Fraud and Corruption Prevention Policy

Internal Controls Policy

Risk Management Policy
ECONOMIC IMPLICATIONS

N/A

ENVIRONMENTAL IMPLICATIONS
N/A

SOCIAL IMPLICATIONS

N/A

CULTURAL IMPLICATIONS

N/A

RESOURCE IMPLICATIONS

Budget Allocation - The Internal Audit Plan 2024-2026 was created to be conducted within the
current available budget (pending a procurement process). $20k has been included in the 2024/2025

budget.
VALUE FOR MONEY

Some internal audits will improve Council’s efficiency and effectiveness.

RISK IMPLICATIONS

Improved Internal Audit processes is in keeping with the Audit and Risk responsibilities and

legislation and will result in improved risk management processes.
EQUALITIES AND DIVERSITY IMPLICATIONS

N/A

ENGAGEMENT AND COMMUNICATION STRATEGY

N//A

IMPLEMENTATION STRATEGY

N/A

CONCLUSION AND RECOMMENDATION

It is recommended that the quarterly Internal Audit report be noted.

ATTACHMENTS
1. Internal Audit Plan Actions and Recommendations 2024-2026 {
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Internal Audit Plan 2023/2024-2025/2026

[june 2024 update|
No. Audit Project ip egic Risk | Category Latest Progress update
Development of the Internal Audit Plan following
Internal Audit Plan review in 2024, This will indude indicative audit
1 |Develog scopes and links to Councif's Strategic Risk Register. |4l Rigks A interral and Updated by Audit and Risk C June 2024
The cbjective of this testing & to ientify
‘weaknesses within the COMG intemnal network on
2 |Penetration Testing an ongoing basis. Cyber Securty |Operational  |External Adminstration staff are working with external systems provider.
Confirmed this will be undertaken by Local Governmaent Rigk
Services (LGRS in April 2024 with reporting to be brought to Audit
3 |incident Response Plan Review the adequacy of the inGdent response plan |Cyber Securtty |Oper I |Exernal and Risk C Meeting in
Review onboarding. changes to staff employment  |Financadl The 13 now complete Report tabled at Audrt and Risk Commnttee
4 Payroll & Remuneration terms and exit of staff Sustanabity |Operatoral External
Broader organisation wide internal audit testing 3
range of current employees [exuding the
employees within the 3cope of the above auda)
aganst the terms and condtions of the relevant Finangud
5 Payroll & R EBs, Awards and Contracts Sustanabigy |Operatonal Exzernal
Review of postion descrptons sross the
SFEANIZIION 1O enTure That thay are in date, Peopie, DM meeting hekd with preferred provider 1o work through the
Position Description & accurate and That acored1ation has been Workforceand |Complance/ #d scope and Tming 3 & high level Audit expected to be
& Acereditation maintained by stafl Comphance Legaiaten Internal undertaken in Apri 2024 did this happen?
Governance,
Comphance,
POl Act 2016 - Post Review of p and org " b and Legisatve |Complance/ This 13 now complete Report tabled 3 Audrt snd Risk Committes
7 |Impk ion Audit further to the of the POI Act 2016 |Obkgations Legaiation Eternal meeting July 202416 tabled
The review will assess the dengn of Counars
process for comphance with relevant prvady
and testing the g o of
ey CONErols such as dats management, dats Complance/
8 Data Protection & Privacy SLOFAgE, PRVACY Dreach response and Cyber Securty |Legainon Interral
Review of staff ieave ertitlements focusing Peapie, Manage
Management of Leave habiities, and effectrenes s of administratve ‘Workforceand |Complance/ O ganisatonal
9 principles and p Comphance  |Legataton internal Develop
Saf ety
Comphance Mana ger
Review of completion of legislated training across  |and WHS Complance/ Next Year Crganisatanal
10 |Legislated Training the organisation Maragement  |Legsiation Internal o e
Safety
(Comphance
'Workers Compensation Review of effectiveness of administrative princples [and WHS Complance/
11 |Process and d Manag Legsiation
Review the eff and of
Council's framework [ gap analysis vs standard, [Compliance,
roles, polces and and |and Legishtve |Complance/
12 |Fraud Prevertion internal training and awareness). OB Leg:
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Governance,
[Comphance, Manager
Review of Council pohaes ensuring with |and L (e / (Governance and
[13__ |Coundl Policies the “Better Practice model” and legisiation. Obhgations Legsiation internal P
Manager
Review of Council’s ‘Cradie w0 Grave” grams process |Financial [Next Year Financail
14 |Grants from strategy to acquittal &g External m Services
Satety
Comphance Manage:
and WHS Complance/ Next Year Organisational
15 |Investigations Review of investigation procedures. Management |legsiation External Project |Oeveiopment
This review will include an assessment of 2 project's
" o governance structure, Manager
Project team roles and respons ibiltes, and project |Majpr Nt Year Fimancial
|16 |Project Health Check Status reporting mechansms Infrastructure | Strategic Extemal (Project |Services
Goverrance,
A of COMG's leg work (€ Manage
plan, udting one 3T 3t atime with Ktond and Legisative |Complance/ Next Year Governance and
17 |Legislative ance monitoned and mana Councd Statt Obhgatons Legsiation External P
Manage
Fimancad
el [Services
Manager
Next Year Fira gl
internal [Project Services
Per ARC Resolution 510 Draft Revised Internal Audt Program
COMMITTEE RESOLUTION
Moved Akexander Brown
Mana ger Seconded Mayor Lynetie Martn
Financai 3 That plant and fleet be subjct to afutune internal sudit ina
(20 |Plant and Fleet Eaernal Saerces |rer meration of the Imernal Audn program

end
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Internal audht complete Actions and
recommendationt srming from the suda may not
vet be complete. These will be montored

L

progress has been made towards the internal sude
This could include 3 number of stages induding
scoping of works, select RFQ, appointment of an
external consultant or that the internal audit tself &
currently being undertaken

o

Planned internal audt not vet tarted, but sl
wathin antiapated time frames for the current
financial year.

Planned internal audit not yet stared as s planned

some elements may be off track o require
pdatin,

internal Audit Plan
Status Update
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Recommendations and Actions

An employment contract does notneed 3 witnes s when gned Mcurely, Juch a3 uling Adobe Esgn,
but f the Council & AOEEOING 10 Use d Witness, the witneds box should be removed We note that
the latest contracts did not have 3 witness box. Thae Councl 380 now was Adobe Eaignte
electronically ign their employment CoMracts This Droces s ensures That 3l partus 5ign the
Contract and intal eachpage

The Contract with the masing CEO signature shouid be addressed

Payroll and i Risk Rating  |Lead Status
1a s Princple RSk Was issued inJune 2022 and & noted on Moderate General
the document as due for review in June 2023 This document is overdue for review Manager
Corporate and
We note that the Council adopted a reviewed Risk Management Policy inJune 2024 Regulatory
Services
1b(The = ACTINg Afrang Higher Duties Allowance, prowdes Moderate Marage: In Progress
guidance on the processes for higher dutes but akio extracts from 83 and Awards. | does not org@ansatonal
include Mixed for field has for payment athigher [Cevelopment
dassiications. A p hould extract all #rom a Relevant Award of £8 but be kept]
updated whenever those change or instead refer to the relevant Clause Numbers of the Award or
4]
2|One contract was signed manualy Dy the empioyee and not Signed Dy 2 Withess [Low to Marage:
TWo CONLIActs were Nnot signed by the CEQ One CONTIACT was sagned Dy the CEQ ang wa
[adobe Sign; the witness box remaing on the document and 4 unsgned [Ceveiopment
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Dec-24

The Risk Managem ent Policy was reviewed Dy the Audit and Rsk Committee and adoptedby Coundil in june

2024

Admmnstaion Procpie s berg rewewed and 5 schedued © be updated by fie end of the calendar year.

The COMrACE with the missing CEO signature had 3 letter of offer which & Bsued by the CEO

One of the coNACE that was not figned by the CEQ covers terms and condibons within the E8
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Recommendations and Actions

PDI Act RiskRating  |Lead ‘Comm ents
and [ Coundil's o City planning and the use of code|Moderate Marager ‘Council intends towai for ofthe Regional Plan before commencing code
amendments. Deveiopment amendment work.
Servces Completion date: First Qtr of 2025 - Noting Council’s No Budget all for 24/25 FY
Awaiting finakisation of Regional Plan to guide future code amendments.
2|Review whether the Planning Team h Hicent capacty and o lead o General P planning projec in first quarter of 2024-25. Summary findings.
code amendm ents, and//or respond to externally driven code amendments Manager will b presented tothe Audit and Rk CoMMITies UPON Completion
Corporate ang
Reguatory
Servces
ing human g for the Planning Team High Addresing vwa para panner [ a0 Tonal adm ntrabon Suppot
Para Mannes postionfiled n mid-June 2024
Wy o red b workicad with k laval requests on the [High Pary Marmes diune 2024, Admin currently being finalsed, Para plannes will commence
D ve lopment Services team work of FAQ"EIf CONURCDON With other officert in dugust 2024
egular, recurment meetngs between Servces and WA TNES SCheCued 35 FeuUNed
& Eng § trams and other tnpreenng
Desgn &
A35415
$[Conduct 3 mapping exeroise 1o diem toles and Bt en e Marage Wl impacte d by proposed MEIHITVE Change s
P Satvices and City inf. trpreanng
Desgn &
a3sets |
7[Conser how COMG Could nfluence planning and by mone 0T GuIInGE DEVHICOMANT DEvIoD oM I eh#ndive LU SINCE SOCUMENtE OUtINING COMG S preferd poditiont on|
@REACInG Wh ex1ernal STake holoR 1 ATTRE Cre-QUNMING 1TAEE, WheTe ADDIKAbN et mang Y e ety plars The cear of unoer relevant
g BDon ke it Fanming ind Developmentinfrastrture [PDI] act
8411 Dractich Outcomer: Db fnd COMG S vidws oh DRIT BrACE fot hokite planmng.
1 trae rerennOn, L and hartage
™ theough poley ot
AT NIE DrOVIZEd 10 SeviioDer)
Sabyect Matie Expet Avalabity (Gentdy anc Cesigrate COMG SubeC Matier xperts who Can ass st
SO pETl With nguRl 3T Ehe pre-plnning STage Endure TRAT Ehese 4xpaTTs are ACCeNbl Ad reIpONEVE TO
GHvEloDRTT Madi, DoV ng QU RN INE DETE 4 TORED JIgn proects wah CoME sbectives and
egUBToTy MeguUEEmants
Rakeho kI Engagement PLTormE ESabiah DIatorms Of forumd fof reguldr engagement between CoMG
epresentatve 1, Muding developers, community groups, and Ndustry AsoCatons.
These platiorms can facitate dalogue, exchange of Oeas, and planning and de
bt
EOuCation and Awarensds Programs. CONSUCT #0UCILOND DrOGraIm and SUrEaCch JCTNME 10 FASH IWATENEIS
among. and other 20Ut COMG's prioeites, policies, and expectations regarding
pannng and cevelopment Th can mchde seminars, and materals disseminated
TRIOUEh vaNoUS Channes.
8[increase capacity to parform imps higher-rak comphance and en actons Moderate Marage: Prioetse Comphance Actions: Bvaluate the curent workioad of Class L building nspections and identify areas
Deweiopment where resources can be realiocated Priortae highes ok, and routine
Seraces FEpECtOnd 10 focus efforts on addressing outstanding issues

TrainINg anc Delegaton: Provide Comprehensive AINING 1o SeleCt a0MInSTrATVE SUPPOrT STatf 1o handle lower
level tasks typically performed by Buikding Officers. Assign responsibilty for tasks such as following upwith
developens/bulkding owners, Gata reporting, and CUSTOMEr SEMACE Provsion

ining - Identify ies to plance and enf
mprove effcency. This may include g for with
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9|consider engaging extemal consultants to assistwith backdogs in dass 2-0 bulding inspections. Moderate Manager
Development
| Services
10(Ensure that Counals w ? Regster a; awailable on the pubkic|low Marager
website. Governance
and Pro
11 [Work to ensure that members of the Limestone Coast Southern Regional Assessment Panel have  |Low Manager
darity d ibility for relevant (Governance
and Pro
12|Developa approach to that Serwices offcen” Low Marager
delegations are up To date, correct and that officers have sgned of these delega Governance
and Property
13|The BFSC consider developing 2 proactive approach 1o nipecting higher sk buldings. Low Narager
Deveicpment
Cararet
and update CoMG's complaint handing pokcy with o POI Act cbig Low Marage: I Progress
Governance
and Property
g trends of feedback BNt to assist Low Marager
-1
Dt veicoment
16 |Reconsider the need 1o CoNtinue ¢ the Land B Buidngand & ¢ Posl [Low Marage: i Progress
IR action policus, and ether tevoke them of o endure Wk g Enpresnng

oergn &
Assets

Sep-24|

Baciiog of mspectons have been completed

Sependant onadeguate resourcmg Final result 10 be reponted Back to Auditand Risk Commttee.

Councll are inthe process of updating the Reguest for Senice and Complaints Polkcy

Setup b regular schedule for analysng community feedback and complaints data. Tha could be done monthly,
uITEY, 0 ANAUAIN, GEDEAGNE O the volume of e BBACK receved ANINEE The SIta Lo 1Bertify recuring
S3ues, rends, 0 aeds for improvement

Basec on the 3ndiyHa of feedback and complants Gata, entdy fpecifc areas within development services thad
Qe mprovement Look for PITIENS OF COMMON Them el inThe feedBack 1o PINPOINt Breds where changes
o adpatments may be needed

DHvHIOD 10N PIINS 1O DAG 4SS tht IGHNEID IMDrOVEM 40T BPDOMTUNITAS

The Lang Davaion Pokey it St ravaew by eam. The Bullding andSwimming Pool
PICHDON CaN D revoied
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5.5 LEASE AND LICENCE UPDATE - JULY 2024 — REPORT NO. AR24/49333

Committee: Audit and Risk Committee

Meeting Date: 29 July 2024

Report No.: AR24/49333

CM9 Reference: AF11/863

Author: Michael McCarthy, Manager Governance and Property

Authoriser: Jane Fetherstonhaugh, General Manager Corporate and Regulatory
Services

Summary: This report provides an update on leasing and licensing of Council
properties.

Strategic Plan Goal 1: Our People

Reference:

Goal 2: Our Location

Goal 3: Our Diverse Economy

Goal 4: Our Climate, Natural Resources, Arts, Culture and Heritage
Goal 5: Our Commitment

REPORT RECOMMENDATION

1. That Audit and Risk Committee Report No. AR24/49333 titled ‘Lease and Licence Update -
July 2024’ as presented on 29 July 2024 be noted,
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TYPE OF REPORT
Corporate

BACKGROUND

At the June 2023 Audit and Risk Committee Meeting, the Committee requested that a progress
report regarding leases/licences (and mandatory policies) be brought back every 6 months.

Lease and Licence update reports were provided to the November 2023 and April 2024 Audit and
Risk Committee meetings, with the next 6 monthly update report due in October 2024.

The April 2024 update report noted a proposed methodology for the renewal of leases and licences,
in conjunction with the preparation and implementation of a considered Strategic Property
Management Project Plan, that the renewal of leases/licences in the short-medium term will be
guided by an order of priority endorsed by Council, as follows:

¢ Sites identified as priority for master planning Yrl/Yr2 — renewal deferred until complete
¢ Sites identified for master planning in Yrs3-4 — renewal prioritised for granting 3-5year terms

In receipt of the April 2024 update report from the Audit and Risk Committee Council subserquently
resolved as follows at it's April meeting:

2. That Council’s resolved position of ‘a strategic approach to property management issues
guided by a Sport, Recreation and Open Space Plan and associated site/precinct/property
category master plans including Tourism Assets Master Plan and Blue Lake Sports Park
Master Plan’, be noted.

3.  Thatthe renewal of ‘holding over’ leases and licences occur, following Council’s prioritisation
of strategic site/precinct master planning to be conducted over the coming years, and talking
into account other relevant factors, be noted.

Further, in consideration of master plan options, also at the April 2024 meeting, Council resolved:
2. That Council determines a priority order of master plans for the following sites:

Vansittart Park

Umpherston Sinkhole / Balumbul
Olympic Park

Hastings Cunningham Reserve

Following this master plan prioritisation it has been necessary to review the resulting implications for
lease and licence renewals.

Subsequently, at the June 2024 Audit and Risk Committee meeting, in consideration of the Risk
Management Report January - March 2024, a request was made for an update on leases and
licences and policy reviews to the July Audit and Risk Committee.

This report provides the requested lease and licence update, noting that it is a 3 monthly rather than
a 6 monthly report as previously requested and resolved.

PROPOSAL

As set out in the background, a review of the renewal implications for ‘holding over’ leases and
licences has been necessary following Council’s formal prioritisation of master plans and the
proposed renewal methodology anticipated in conjunction with that prioritisation.

Council has prioritised Vansittart Park and Umpherston Sinkhole / Balambul for master planning in
Yrs 1/2. At the current time Council has only one ‘holding over’ tenancy between these two sites,
being the Annual Seasonal Licence for North Gambier Football Club.

The proposed methodology for lease and licence renewal being to defer renewal of tenancies
associated with sites prioritised for master planning in Yr 1/2, and prioritising the renewal of tenancies
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for 3-5 years terms for sites identified for master planning in Yrs 3-4 (or not otherwise identified for
master planning in the medium term).

The resultant outcome is that ALL of Council’s tenancies that are currently ‘holding over are
effectively now prioritised for renewal.

The earlier update report and Council resolution also note that renewal of ‘holding over leases and
licences occur ‘taking into account other relevant factors’. The relevant contributing factors for the renewal
of certain leases and licences were identified in the earlier report as including, in some cases
combinations of, the following:

¢ pending Crown Land dedication
¢ pending review/adoption of Community Land Management Plan (inc. leasing/licencing, use)

e adoption/direction in other guiding documents/plans (e.g. Crater Lakes Activation
Plan/Tourism Assets Master Plan/Visitor Servicing Model)

e review of tenants operating/governance model/constitution
e status of unsolicited proposal/s
o other site/precinct/asset and tenant activities/matters

The prioritisation of master planning and the adoption of a lease and licence renewal methodology does
not, on its own, resolve these other contributing factors.

A review of leases and licences that are ‘holding over and due to expire in the coming 6 months has
identified the following as capable of being renewed as a short-term priority:

¢ 14 ‘holding over community tenancies comprising:
o 10 community shed and 2 sporting club tenancies at Hastings Cunningham Reserve
o 1 sporting club tenancies at Malseed Park

o 1 community tenancy at ‘The Stables’

e 5 community tenancies with expiry dates over the coming 6 months.

Letters have been sent to each of the 14 ‘holding over’ tenancies to advise Council’s intentions, including
that draft lease or licence documentation will be prepared and provided in due course. Several of the
Hastings Cunningham Reserve tenancies are located on a Crown Land which require Crown Land
(Ministers) approval and inclusion of any Crown requirements or conditions, which approval and
requirements will be followed up as a pre-condition to lease or licence renewal.

Of the remaining ‘holding over’ leases and licences, the previous update report included a table listing
the number of tenancies for which lease or licence renewal is affected by other contributing factors. This
table is updated as follows:

Contributing Factor No. of leases/ | Other Comments
licences affected

pending Crown Land dedication | 1 Lake Terrace West Cemetery
Adoption/update of community | 13 Includes CLMP’s for the following:
land management plan(s) - Crater Lakes (inc. Marist Park)
- Olympic Park
- Frew Park

- Corriedale Park

Other tenancy related matters 10+ Including:

- Constitution/governance/operating model review

- Unsolicited proposals

- Consolidation of multiple licences into single licence
- Other tenant obligations

- BLSP Implementation Plan
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Whilst these varying contributing factors remain unresolved Council is not in a position to negotiate or
grant renewed leases or licences for these premises or tenancies.

In particular, where there are identified deficiencies with the relevant community land management plan,
(i.e., not sufficiently providing for leasing or licensing for the proposed purposes) Council is constrained
from granting renewed lease or licence arrangements notwithstanding that such arrangements have
previously been granted.

Accordingly, of some 36 leases and licences currently ‘holding over (not including sub-tenants and
expired/non-renewed tenancies), 14 may be progressed for renewal (some subject to Crown
Land/Ministers consent and conditions) whilst the remaining 22 require other bodies of work to be
undertaken to resolve the other contributing factors before they may be renewed

These are matters to be addressed in a Strategic Property Management Project Plan for which
organisational planning, resourcing and actions are necessary.

LEGAL IMPLICATIONS

Leasing and licensing of community land must be conducted in accordance with the relevant
provisions in the Local Government Act 1999 (and other relevant legislation relating to leasing and
licensing, e.g. Retail and Commercial Leases Act).

Community land leasing/licensing arrangements must be in accordance with the provisions of
relevant Community Land Management Plans, guided by and consistent with the master planning of
open spaces and precincts that help give effect to Council’'s Objects, Role, Functions and Principles
set out in sections 3, 6, 7 & 8 of the Act.

STRATEGIC PLAN

Council’s strategic approach to property management and other planning activities are consistent
with and contribute to the goals in Council’s Strategic Plan 2020-2024, including:

Our People

1.1.4 Improve our accommodation offering for community groups, whilst reducing total number of
Council managed facilities, including investigations into a community group hub (complementary to the
Community and Recreation Hub), the co-location of community groups and future sharing of facilities
[Service Provider (Direct)].

1.2.2 Helping community groups to help themselves by providing support for effective networks to
develop and grow [Partnership].

Our Location

2.1.1 Working with the community to ensure our CBD, health and education precincts, our streets and
our public spaces are safe, inviting and support a positive image of the City of Mount Gambier [Owner /
Custodian, Information Provider / Promoter and Partnership].

2.1.3 Consolidating, upgrading and seeking funding for a number of walking and cycling trails throughout
the city, including the Rail Trail and the Crater Lakes precinct [Owner / Custodian, Advocate,
Partnership].

2.1.4 Regularly reviewing and updating Council’s Asset Management Plans for each asset category
[Owner / Custodian].

2.1.5 Providing efficient visitor services by making tourism information access easier and more relevant
[Service Provider (Direct) and (Indirect)].

2.3.1 Understand our role in tourism and develop an aspirational masterplan for the Crater Lakes area
enabling us to share a vision with the community and other key stakeholders [Initiator / Facilitator,
Advocate, Owner / Custodian].

2.4.4 Work in partnership with our sporting clubs to improve their sporting and clubhouse facilities and
to help them take advantage of accommodation opportunities for groups [Partnership, Advocate, Owner
/ Custodian].
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4.2.1 Prepare a Sport, Recreation and Open Space Strategy and masterplans for our key reserves
enabling effective and efficient multiple uses and the improvement of facilities [Service Provider (Direct),
Owner / Custodian].

Council’'s Sport, Recreation and Open Space Strategy identifies priorities and principles to which a
strategic approach to property management contributes:

e Our open spaces will be well distributed, safe and accessible by everyone in our community,
regardless of where they reside or frequent within the city.
o Develop multipurpose facilities at each open space site that cater for a range of activities.

o Develop Master Plans for key recreation and sporting sites across the City such as Hastings
Cunningham Reserve, Olympic Park, Malseed Park, Vansittart Park, Don McDonnell
Reserve, Frew Park, McDonald Park and the Rail Lands and Rail Trail.

e Our sport and recreation facilities will be nonexclusive, fit for purpose and share resources to reduce
the burden on our volunteers.

o Increase the diversity of sport and recreation opportunities in parks and reserves especially
for those sports that currently do not have a home ground.

o Co-locate active recreation facilities with existing recreation opportunities such as
playspaces and playing fields.
o ldentify opportunities to incorporate unique facility components into multipurpose design.

o Partner with peak bodies, clubs, community organisations and private operators to deliver
sport and recreation opportunities targeting new participants in parks and reserves.

o We will strive for our spaces to reflect the principles of universal design by promoting physical access
for all abilities and genders.

o Address gaps in female friendly change facilities in our sporting open spaces in partnership
with the local sporting clubs and State Sporting Organisations.

e Local stories, heritage and culture are considered and interpreted through design, strengthening our
identity and fostering community ownership and pride of place.

o Reflect the diverse community of Mount Gambier in the naming or renaming of open space
and recreation facilities (for example, new facilities named for local persons or reflecting
local cultures and languages).

e Provide unique play experiences including youth spaces that are attractive to a range of ages.
¢ Responsive and sustainable management practices of open space across the City.

o Review and establish new service standards to better reflect use, profile and hierarchy of
open space.

o Deliver a best practice design manual for new and existing open space to advocate for the
delivery of high quality spaces.

o Seek funding opportunities for sport, recreation and open space developments from new
and existing sources.

COUNCIL POLICY

Council’'s R200 — Community Land (Reserves) Lease/:Licence/Rental Arrangements Policy relates
to leases and licences (and in some cases grounds maintenance) of community land, subject to the
Council resolution committing to a strategic approach to property management issues, and other
relevant legislative and regulatory provisions including those relating to fees and charges.

ECONOMIC IMPLICATIONS

N/A

ENVIRONMENTAL IMPLICATIONS
N/A
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SOCIAL IMPLICATIONS

Whilst Council’'s community/sporting leases and licences have social implications, there are no
recommendations or actions arising from this update report that have any social implications, with
community/sporting tenants ‘holding over’ on the same terms and conditions.

CULTURAL IMPLICATIONS
N/A
RESOURCE IMPLICATIONS

The main direct resourcing issues associated with the renewal of leases and licences is in the
preparation of documents and negotiation/execution, which can be managed over time within current
resourcing.

However, this does not address any resulting resources that may arise from tenant expectations in
the process of renewing a lease/licence. However, the standard terms and conditions of Council’s
community/sporting leases and licences place primary responsibility for leased/licensed premises
upon the tenant in recognition of/exchange for the ‘community’ or ‘peppercorn’ nature of the rent.

Further, the above does not include any further organisational resourcing to address other bodies of
work, such as redrafting and public consultation to update community land management plans,
review of constitution and governing/operating models, and the preparation, adoption and
implementation of property management frameworks and supporting policy amendments.

These resourcing matters are to be addressed in a Strategic Property Management Project Plan.
VALUE FOR MONEY

As above for Resource Implications

RISK IMPLICATIONS

The use of ‘holding over’ provisions as contained in standard lease and licence agreements
manages the legal risk of leases/licences ‘expiring’ with no continuing contractual arrangements,
with the resulting ‘monthly tenancies’ being on the same terms and conditions as the original lease,
in the same manner as a renewal term.

The community and political risk associated with ‘holding over’ provisions lies in the security of tenure
for sporting/community tenants.

EQUALITIES AND DIVERSITY IMPLICATIONS
N/A
ENGAGEMENT AND COMMUNICATION STRATEGY

An engagement/communication strategy may be prepared to address the prioritisation of master
planning and lease/licence renewal directly with affected tenants/stakeholders.

IMPLEMENTATION STRATEGY

As set out in the proposal, implementation of lease/licence renewals is proposed on a priority basis
inversely aligned with the Council’s priorities for strategic master planning of sites/precincts.

CONCLUSION AND RECOMMENDATION

Further updates are to be provided to the Audit and Risk Committee on a six-monthly basis.

ATTACHMENTS
Nil
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5.6 COUNCIL POLICY UPDATE — REPORT NO. AR24/49733

Committee: Audit and Risk Committee

Meeting Date: 29 July 2024

Report No.: AR24/49733

CM9 Reference: AF11/863

Author: Michael McCarthy, Manager Governance and Property

Authoriser: Jane Fetherstonhaugh, General Manager Corporate and Regulatory
Services

Summary: This report provides an update on the review of Council Policies.

Strategic Plan Goal 1: Our People

Reference:

Goal 2: Our Location
Goal 3: Our Diverse Economy
Goal 4: Our Climate, Natural Resources, Arts, Culture and Heritage

Goal 5: Our Commitment

REPORT RECOMMENDATION

1. That Audit and Risk Committee Report No. AR24/49733 titled ‘Council Policy Update’ as
presented on 29 July 2024 be noted.
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TYPE OF REPORT
Corporate

BACKGROUND

At the June 2023 Audit and Risk Committee Meeting, the Committee requested that a progress
report regarding mandatory policies (and leases/licences) be brought back every 6 months.

Policy update reports were provided to the November 2023 and April 2024 Audit and Risk Committee
meetings, with the next 6 monthly update report due in October 2024.

The April 2024 update report noted that, as at March 2024, 25 of Council’s 84 policies require review
and updating, including 4 identified as mandatory policies, with a further 6 policies falling due for
review between March and 1 July 2024.

In consideration of the Policy Review update report at it's April meeting Council resolve:

2. That the Council Administration conduct periodical reviews of Council policies to ensure
compliance with legislative requirements, with the aim of presenting for consideration any
other policies to Council at least once during the Council term.

Subsequently, at the June 2024 Audit and Risk Committee meeting, in consideration of the Risk
Management Report January - March 2024, a request was made for an update on policy reviews
(and Leases and Licences) be presented to the July Audit and Risk Committee.

This report provides the requested policy review update, noting that it is a 3 monthly rather than a 6
monthly report as previously requested and resolved.

PROPOSAL

The April Policy Review update report to the Audit and Risk Committee provided the following listing
of mandatory policies under the Local Government Act 1999:

Mandatory Policy Section of Local | Council Policy Adopted / Last
Government Act 1999 Reviewed

Prudential Management section 48(aal) September 2023

Procurement section 49(al) December 2023

Contracts and Tenders section 49(1) (included in s49(al) policy)

Public consultation section 50 April 2020 (pending State Gowt

Community Engagement Charter/ LGA Policy
Template following 2021 LG Reform)

Member Training and Development section 80A November 2022

Rating Policies section 150 June 2023

Internal Controls section 125(1) September 2023

Risk Management section 125(3) June 2024

Road and Place Naming section 219(5) March 2024

Order Making section 259 May 2024

Behaviour Management section 262B September 2023

Internal Review of Council Actions and | section 270(al) March 2017 (pending updated LGA
Complaint Handling Policy Template following 2021 LG Reform)
Caretaker section 91A (Elections Act) | January 2022

Noting that the above table does not include policies as may be required under other legislation, nor
does the list include other ‘policy like’ documents such as Codes, Charters, Plans, Registers etc as
are required to be maintained under the Local Government Act 1999 and other legislation.
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As may be seen from the above (updated) table, all mandatory policies required by the Local
Government Act 1999 are in place and have been reviewed in the current Council term with the
exception of:

e Public Consultation Policy - pending the completion of a Community Engagement Charter by
the State Government and the development/update of a Template/Model Policy by the Local
Government Association, necessitated by local government reform changes in 2021.

¢ Internal Review Policy - pending the development/update of a Template/Model Policy by the
Local Government Association, necessitated by local government reform changes in 2021.

e (Election) Caretaker Policy - last reviewed in January 2022 leading into the November 2022
local government elections, and next scheduled for review in January 2026 leading into the
November 2026 local government elections.

Since the last policy review update provided in March 2024, policy reviews have been conducted as
follows:

April 2024
e nil

May 2024
e Grants and Sponsorship Policy

e D230 Donations Authority to Approve Requests (rescinded)

e 0110 - Order Making

e R180 - Records Management

e Library Collection Development (new)

e H120 - Historical Matters — Collection (rescinded)

e H125 - Historical Matters - Copyright - Les Hill Collection (rescinded)

June 2024
¢ R105 Rating Policy

¢ R155 Rate Rebate Policy

e R130 Rates General Matters (rescinded)
e Asset Accounting Policy

e Risk Management

July 2024
e Public Interest Disclosure Policy

Accordingly, as at end of July 2024 16 of Council’s 79 policies remain for review/updating, including
the abovementioned 3 identified as mandatory policies.

A further 2 policies have their scheduled review date falling between now and January 2025 when
the next six-monthly policy review report is due for presentation to the Audit and Risk Committee.
Only 8 further policies will fall due for review during the remainder of the current Council term until
November 2026, with the exception of policies that are reviewed annually.

It is important to note that, whilst good practice to review policies on a periodic basis, particularly
where they have been identified with a scheduled ‘review date’, the passing of such arbitrary dates
is not fatal to the application of a policy unless it is specifically designated as a ‘sunset date’ or the
policy lapses in accordance with some legislative provision.

Indeed, as set out in the Background above, Council resolved in April 2024 that, with the exception
of policies that require review with some statutory prescribed frequency or date/period, the
Administration conduct periodical reviews of Council policies with the aim of presenting for
consideration at least once during the Council term.
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On this basis, notwithstanding that an arbitrary review date may be contained in a policy, any policy
should only be considered as being overdue for review if a statutory review requirement has not
been met, the last review was conducted prior to the election preceding the election at the
commencement of the current Council term i.e. a policy only being overdue in the current 2022-2026
term if the last review pre-dates the November 2018 local government elections, provided it is
reviewed before (the caretaker period for) the November 2026 local government elections.

LEGAL IMPLICATIONS

The Local Government Act 1999 and other Acts require Council to adopt certain ‘mandatory’ policies.
Except where prescribed there is no legislative requirement to review policies with any particular
frequency or time period, however it is good practice and Council has resolved to review each policy
at least once during the Council term i.e. during the period November 2022 to November 2026 (noting
the election caretaker period commencing in August/September 2026).

STRATEGIC PLAN

N/A

COUNCIL POLICY

N/A

ECONOMIC IMPLICATIONS
N/A

ENVIRONMENTAL IMPLICATIONS
N/A

SOCIAL IMPLICATIONS
N/A

CULTURAL IMPLICATIONS
N/A

RESOURCE IMPLICATIONS
N/A

VALUE FOR MONEY

N/A

RISK IMPLICATIONS

The review of policies does not of itself manage risk, except where there is a requirement to review
within a certain timeframe.

However the continual periodic review of policy provisions to ensure their currency assists with
managing relevant risks.

Similarly, in circumstances where the risk of adopting policy that is at variance to legislative
requirements, there is a risk in the premature review of policy ahead of other supporting resources,
as is the case with the public consultation and internal review policies which are pending the release
of the State Governments Community Engagement Charter and LGA Template/Model Policy.

EQUALITIES AND DIVERSITY IMPLICATIONS

N/A

ENGAGEMENT AND COMMUNICATION STRATEGY
N/A
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IMPLEMENTATION STRATEGY

N/A

CONCLUSION AND RECOMMENDATION

Further updates are to be provided to the Audit and Risk Committee on a six-monthly basis.

ATTACHMENTS
Nil
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5.7 2023/2024 EXTERNAL AUDIT INTERIM MANAGEMENT REPORT - REPORT NO.

AR24/50401

Committee: Audit and Risk Committee

Meeting Date: 29 July 2024

Report No.: AR24/50401

CM9 Reference: AF11/863

Author: Kahli Rolton, Acting Manager Financial Services

Authoriser: Jane Fetherstonhaugh, General Manager Corporate and Regulatory
Services

Summary: To formally table the 2023/2024 external audit interim management
report as provided by Dean Newbery.

Strategic Plan Goal 1: Our People

Reference:

Goal 2: Our Location

Goal 3: Our Diverse Economy

Goal 4: Our Climate, Natural Resources, Arts, Culture and Heritage
Goal 5: Our Commitment

REPORT RECOMMENDATION

1. That Audit and Risk Committee Report No. AR24/50401 titled ‘2023/2024 External Audit
Interim Management Report’ as presented on 29 July 2024 be noted.

2. That having been reviewed by the Audit and Risk Committee on 29 July 2024, the 2023/2024
External Audit Interim Management Report be adopted.
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TYPE OF REPORT
Corporate

BACKGROUND

1.

Local Government Act 1999 sec 129 Conduct of audit (partial extract)-
(3) The auditor must provide to the council—
(@) an audit opinion with respect to the financial statements; and
(b) an audit opinion as to whether the controls audited under subsection (1)(b) are
sufficient to provide reasonable assurance that the financial transactions of
the council have been conducted properly and in accordance with law.
(4) The auditor must also provide to the council written advice on particular matters
arising from an audit.
Interim Audit Visit — Was undertaken by Dean Newbery and Partners in May 2024.

Introduction to New Format — A new format has been introduced by Dean Newbery where
risk ratings are no longer included. A Letter from the CEO was requested to provide responses
to the recommendations raised.

Memorandum — To allow increase time for review, the 2023/2024 External Audit Interim
Management Report was emailed to members of the Audit and Risk Committee, 3 July 2024.

PROPOSAL

1.

Interim Audit key issues: Attachment 1 to this report includes a copy of the External Audit
Interim Management Report. Below is a brief summary of the 4 key audit issues observed.

I. Financial Delegation Controls — Risk that 5 officers within the finance team have ability
to change their own financial delegation without prior and/or secondary approval to beyond
their own endorsed financial delegation. Recommendation to restrict ability to amend
financial delegation to the IT department or implement additional system controls which
requires 2 independent authorisers.

Il. Caroline Landfill Provision Valuation — Request to document methodology behind
provisions and ensure valuation of landfill liability suitably certified. Recommendation that
the Audit and Risk Committee should be kept informed of the progress of the review being
completed and estimated final impact to the operations of Council.

lll. Asset Valuations — No issues found with integration to Council Asset Registers.
Recommendation to update Strategic Plans with revised assumptions. Commendation for
efforts of Council Administrators to ensure completed early in the financial year.

IV. Internal Capitalised Costs — Previous audit issues addressed with a complete review of
plant hire rates, full cost attribution, internal labour hire rates inclusive of overheads and
capital wage overhead allocation having been undertaken for the first time since 2019.
Recommendation to update across all Council’s strategic plans and ensure ongoing review
is regularly performed.

Interim Management Response: Attachment 1 to this report provides a copy of Council’s
response incorporating:

I. CEO Letter — Provides a response to the four key issues raised in summary.

Il. Council Administration Response — Provides detailed response, estimated completion
dates and current status of actions against the external auditor’s key issues. Of the 4 key
issues raised, 3 are partially complete and 1 is not yet started.
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LEGAL IMPLICATIONS
N/A
STRATEGIC PLAN

Council’s Strategic Plans, including Long Term Financial Plan (LTFP) and Asset Management Plans
require updating to reflect changes in regards to Caroline Waste Provision and internal capitalised
costs. Asset valuations have already been incorporated.

COUNCIL POLICY

Councils Internal Controls Policy requires updating to reflect changes implemented in relation to
financial delegations.

ECONOMIC IMPLICATIONS

N/A

ENVIRONMENTAL IMPLICATIONS
N/A

SOCIAL IMPLICATIONS

N/A

CULTURAL IMPLICATIONS

N/A

RESOURCE IMPLICATIONS

Caroline Waste Provision — financial impacts to budget need to be realised and modelled in future
versions of the LTFP. For FY23/24 a budget decrease of $475k depreciation for cell 4A was
incorporated in revision 3 on the basis that the current open Cell was continuing to be filled and
reached conceptual height later than originally projected.

Asset Valuations — resulted in increases to fair values and subsequent increases to depreciation of
approx. $225k for infrastructure valuation and $304k for building and structures valuation for
FY23/24.

Internal Capitalised Costs — the FY24/25 budget has already prepared based on the improved
analysis for plant hire, internal labour hire rates and capital wage allocations. Further work is being
undertaken to review Council’s ability to capitalise internal costs associated with disposal of existing
assets required as part of preparing an asset ready for use eg disposal of road material removed at
Caroline Landfill and replaced with new material, the costs associated with disposal at Caroline
Landfill should form part of the capital cost of the project.

VALUE FOR MONEY
N/A

RISK IMPLICATIONS
Risk that:

- Thefinancial statements do not reasonably reflect the true financial position of Council in relation
to the fair value of Caroline Landfill assets and associated liability provisions. This could result
in an audit qualification.

- Council is undervaluing its assets due to undervaluing internal labour hire rates and not
allocating project management wages to capital.

- The finance team are able to change their own financial delegation without secondary approval.
EQUALITIES AND DIVERSITY IMPLICATIONS
N/A
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ENGAGEMENT AND COMMUNICATION STRATEGY
N/A
IMPLEMENTATION STRATEGY

Workshop will be held with Audit and Risk Committee inviting Council Members to provide an update
on the status of Caroline Landfill financial modelling.

Phased implementation for internal capitalised costs as per Attachment 1 to this Report cover actual
amendments and budget updates.

CONCLUSION AND RECOMMENDATION

That Council via the Audit and Risk Committee note the 2023/2024 external audit interim
management report as provided by Dean Newbery resulted in 4 key issues/observations. Council
Administration’s response outlines actions in relation to these issues with 3 already in progress and
1 not yet started.

ATTACHMENTS
1. Interim Audit Response - CEO to Dean Newbery 2 July 2024 3
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City of
Mount Gambier

mounigambier.sa.gov.au

Reference:
Enquiries to:  Ms Sarah Philpott

2 July 2024

Samantha Creten

Partner

Dean Newbery

PO Box 755

NORTH ADELAIDE SA 5006

Dear Samantha,
RE: City of Mount Gambier Interim Management Report 2023/24 Financial Year Response
Purpose:

Further to the new format for the Interim Audit Management Report as advised by Daniel Phillips
the purpose of this letter is to provide you with Council's response to the findings and
recommendations on key audit issues as outlined in the attached management report for Mr Paul
Duka, City of Mount Gambier's Audit and Risk Committee Presiding Member.

Background:
1. Action Plan - Council staff have prepared action plans in response to the four items

identified in the attached management report (Attachment 1).

2. Legislation - Aligned with legislation introduced in November 2023 progress against action
plans will be reported to the Audit and Risk Committee.

3. Auditand Risk Committee Report - This letter will be included in the report to be taken to
the July 2024 Audit and Risk Committee.

Proposal:

1. Interim Management Report May 2024 Management Response - Attachment 2 shows the
response and status of all risks, noting the summary shown below:

PARTIALLY NOT
COMPLETE COMPLETED ONGOING STARTED

« Partially Complete (3 Risks) - Including the following:

» Caroline Landfill Provision Valuation - Caroline landfill waste post closure provision
where independent validation/verification is expected to be completed in July 2024 with
further review by Council's Executive (ELT), followed by a Council/Audit and Risk
Committee workshop prior to Council’s balance date audit. The implications of this
review will be incorporated in the 2025/2026 budget and 2026-2035 LTFP.
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» Asset Valuation - The data from the condition audits and valuations for the
Infrastructure and Buildings and Structures asset classes have been incorporated in the
adopted LTFP and AMPs. Further work is required maintenance expected to be
delivered for the 2025/2026 budget.

» Internal

Capitalised

Costs -

and YTD impact

(as at April 2024) has been presented to relevant managers and Council's Executive. A

phased approach has been planned (as detailed in Attachment 2).

« Not Started (1 Risks) - Actions to be taken Include reassigning the roles and
responsibilities for financial delegations with a proposal to be taken to the Executive

Leadership Team in July 2024.

If you have any queries relating to this letter or the attachment please contact me, Jane

Fetherstonhaugh or Kahli Rolton.

Kind Regards

Sarah PHILPOTT
Chief Executive Officer
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DeanNewbery Accoumtants

HEAD OFFICE
214 Melbourne Street
North Adelaide SA 5006

24 June 2024

PO Box 755

North Adelaide SA 5006
Mr Paul Duka T: (08) 8267 4777

. . . . .d bery. .
Independent Chairperson — Audit & Risk Committee AR AR st

City of Mount Gambier Dean Newbery
ABN: 48 007 865 081

Sent via email: jscoggins@mountgambier.sa.gov.au

Dear Mr. Duka
RE: 2023/24 External Audit Interim Management Report — City of Mount Gambier

We have recently completed our Interim Audit component of the City of Mount Gambier’s (Council)
2023/24 financial year (FY24) external audit.

We are pleased to provide members of the Audit & Risk Committee an update on the status of the FY24
External Audit and wish to advise our work to date has covered the following areas:

- Review of internal controls in line with the Local Government Better Practice Model to identify
controls which can be relied upon for testing purposes.

- Performed Internal control walkthrough updates of key business operations relating to revenue,
expenses and payroll were completed.

- Interim sample transaction testing of operating income (including rates, fees and charges
income), grant revenue, operating and capital expenditure and employee payroll was completed.

- Completed a Rates regeneration to confirm the accuracy and completeness of rate revenue
recognised in the general ledger.

- Reviewed work undertaken on the valuation of Land and Buildings, Stormwater, Car Parks and
Retaining walls and integration of data within Council’s asset register.

- Reviewed the status of Councils Landfill Provisions as a result of recommendations raised in prior
financial year audit correspondence issued to the Council.

- Review of Council meeting Agenda and Minute reports were completed to determine if there
were any potential issues to be considered within the Audit Plan and whether there were any
contingent matters to be considered.

As a result of the work have completed, we wish to provide to you a summary of our observations,
findings and recommendations on key audit issues as outlined below:

N Orth Ade | Ofde | BO | Ok'OVO Liability limited by a scheme approved under Professional Standards Legislotion
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Interim Report — 2023/24 Financial Year External Audit

1. Financial Delegation Controls

In discussions with the Administration, it was identified that the ability to amend financial delegation in
Authority is permissible to 5 officers working within the Finance team. This raises a risk that these
employees can change their own financial delegation without prior and/or secondary approval to
beyond their own endorsed financial delegation.

To strengthen internal controls, we recommend that Council restrict the ability to amend financial
delegation within the system to its IT department and/or implement additional system controls which
requires financial delegation changes to be authorised by 2 independent officers.

2. Caroline Landfill Provision Valuation

Preliminary discussions were held with Council’s Finance Business Partner to discuss the progress made
to address the matters raised in our 2023 Audit Completion Report regarding Council’s landfill capping
and post closure rehabilitation provision review and update.

Council have advised that they have engaged the services of BRM Consulting to assist in preparing a
landfill liability model for each provision and the Administration are in the process of completing an
assessment of the financial impact on Council’s financial operations as a result of the projections
received (e.g. to the FY24 financial results, other relevant strategic plans, etc.).

We have requested that Council document the methodology behind the provision and ensure the
eventual valuation of landfill liability be suitably certified so as to enable them to be included in the
eventual FY24 financial statements.

We have recommended to the Administration that the Audit and Risk Committee should be kept
informed of the progress of the review being completed and the estimated final impact to the financial
operations of the Council as a result of the landfill liability valuation being completed as the adoption of
the new valuation will have long-term implications to Council’'s Long Term Financial Plan (LTFP),
Infrastructure & Asset Management Plan (IAMP) and to Council’'s FY25 budget which will need to be
carefully considered and updated accordingly.

3. Asset Valuations

We have reviewed the external valuation reports and integration of data into Councils asset registers
for Land and Buildings, Stormwater, Car Parks and Retaining Walls asset classes. We have considered
the work conducted by the external valuers appointed by Council from our initial review, did not find
any issues with the integration of data into Councils Asset Registers.

We recommend Council undertakes an update to its IAMP and LTFP to ensure that updated
assumptions regarding the future maintenance funding, asset replacement cost and forecasted
depreciation expense are all reflected.

We commend the efforts of the Administrations to ensure that the valuations were completed early in
the financial year.
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Interim Report — 2023/24 Financial Year External Audit

4. Internal Capitalised Costs

To address matters raised in prior Interim Management letters, assistance provided from external
consultants Galpins (external accountants) has resulted in Council being able to complete a review of
Council’s plant hire rates, full cost attribution, internal labour hire rates inclusive of overheads and
capital wage overhead allocation for the first time since 2019.

The outcome of this review was provided to us during our interim attendance and note the updated
assumptions and estimates now reflected in the calculation have now been made to address previous
audit issues raised.

We recommend that the findings from this review be updated across all of Council’s strategic plans
where applicable to ensure that updated assumptions regarding future maintenance funding, asset
replacement costs and overall full cost attribution estimates are reflected accurately.

Now that Council has completed this review, we recommend that ongoing planned reviews of these
rates is regularly performed so as to ensure that Council maintains at all times, accurate costings for all
of its financial strategic planning and reporting purposes.

Summary

We would like to take this opportunity to thank the Administration for their valued assistance provided
during our recent attendance and for the work undertaken to address previous audit matters raised as
noted above.

Should you have any further queries, please contact me on the details provided below.

Yours sincerely
DEAN NEWBERY

Samantha Creten
Director

P. 8267 4777
E. samanthac@deannewbery.com.au

C. Chief Executive Officer
C. Mayor
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Interim
External Audit Actions

30 June 2024

City of
Mount Gambier

4
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ORGANISATIONAL OVERVIEW
External Audit Actions
Interim Audit 2023/2024

COMPLETED ONGOING

PARTIALLY NOT

COMPLETE STARTED
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External Interim Audit 2023/2024

Ref

Description

Financial Delegation Controls:

In discussions with the Administration, it
was identified that the ability to amend
financial delegation in Authority is
permissible to 5 officers working within
the Finance team. This raises a risk that
these employees can change their own
financial delegation without prior and/or
secondary approval to beyond their own
endorsed financial delegation.

To strengthen internal controls, we
recommend that Council restrict the ability
to amend financial delegation within the
system to its IT department and/or
implement additional system controls
which requires financial delegation
changes to be authorised by 2
independent officers.

Est
Date

July

2024 .

Status Council Administration Response

Current Responsibility - The current officers are
Authority Administrators, including Team Leader Financial
Accounting, Finance Officer, Finance, Procurement and
such are able to currently update financial delegations..

Scope Of Administration Required - This will include

administration of new starters, temporary acting
arrangements (higher duties), secondments etc.
Next Steps - A proposal for the reallocation of

responsibilities will be taken to the Executive Leadership
Teamin July for review and approval.
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External Audit 2023/2024 -

Description

Caroline Waste Provision Valuation:

Preliminary discussions were held with Council's Finance
Business Partner to discuss the progress made to address
the matters raised in our 2023 Audit Completion Report
regarding Council’'s landfill capping and post closure
rehabilitation provision review and update.

Council have advised that they have engaged the services
of BRM Consulting to assist in preparing a landfill liability
model for each provision and the Administration are in the
process of completing an assessment of the financial
impact on Council's financial operations as a result of the
projections received (e.g. to the FY24 financial results,
other relevant strategic plans, etc.).

We have requested that Council document the
methodology behind the provision and ensure the eventual
valuation of landfill liability be suitably certified so as to
enable them to be included in the eventual FY24 financial
statements.

We have recommended to the Administration that the Audit
and Risk Committee should be kept informed of the
progress of the review being completed and the estimated
final impact to the financial operations of the Council as a
result of the landfill liability valuation being completed as
the adoption of the new valuation will have long-term
implications to Council's Long Term Financial Plan (LTFP),
Infrastructure & Asset Management Plan (IAMP) and to
Council's FY25 budget which will need to be carefully

) 'c'onside_red and updated accordingly.

Previous Actions Status

Est
Date

July
2024

July
2024

July
2024

June
2025

Status

Council Administration Response

Independent Validation/Verification -
Council Administration have engaged a
suitably experience engineering firm to
provide professional independent
validation/verification of the assumptions
and parameters used in the financial modea

The assessment is to include (with an
expected date of delivery of mid to late July):

+ Reasonableness - An opinion on the
reasonableness of the value of the future
restoration provision (including
assumptions)

« A range of accuracy - for materiality
purposes of the future restoration
provision including risk and min/max
scenarios

« Validation Limitations - Clearly explain
limitations on making the validation

+ Legislative Obligations - Meet all

relevant legislative obligations

ELT - Session to review the outcomes from
the engineering report (above).

Combined Workshop - For both Council
and Audit and Risk Committee has been
identified for 29 July 2024. This date allows
time for receipt of independent verification.

This work will also inform the 2025/2026
budget and next iteration of the AMPs and
LTFP.

Item 5.7 - Attachment 1
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External Interim Audit 2023/2024

Ref

Description

Asset Valuations:

We have reviewed the external valuation reports and
integration of data into Councils asset registers for Land and
Buildings, Stormwater, Car Parks and Retaining Walls asset
classes. We have considered the work conducted by the
external valuers appointed by Council from our initial review,
did not find any issues with the integration of data into
Councils Asset Registers.

We recommend Council undertakes an update to its |IAMP
and LTFP to ensure that updated assumptions regarding the
future maintenance funding, asset replacement cost and
forecasted depreciation expense are all reflected.

We commend the efforts of the Administrations to ensure that
the valuations were completed early in the financial year.

Est
Date

March
2025

Status Council Administration Response

Infrastructure Major Classes - The results
of the 30 June 2023 valuation have been
incorporated in the capital forward works
program within the Asset Management Plans
and LTFP (2025-2034) with the depreciatio
updated accordingly.

Buildings and Structures - The results of
the valuation and high-level condition audits
have been incorporated in this version of the
Asset Management Plans and LTFP (2025-
2034) with the depreciation updated
accordingly.

Other Infrastructure - The results of the
valuation and condition audits have been
incorporated in this version of the Asset
Management Plans and LTFP (2025-2034)
with the depreciation updated accordingly.

Maintenance — Based on high level
condition audits undertaken with more
granular audits to be progressed in
2024/2025. This will inform a more
comprehensive maintenance program
planned for development as part of the
2025/2026 budget process.

Item 5.7 - Attachment 1
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External Interim Audit 2023/2024

Ref

Description

Internal Capitalised Costs:

To address matters raised in prior Interim Management
letters, assistance provided from external consultants
Galpins (external accountants) has resulted in Council
being able to complete a review of Council's plant hire
rates, full cost attribution, internal labour hire rates
inclusive of overheads and capital wage overhead
allocation for the first time since 2019.

The outcome of this review was provided to us during
our interim attendance and note the updated
assumptions and estimates now reflected in the
calculation have now been made to address previous
audit issues raised.

We recommend that the findings from this review be
updated across all of Council's strategic plans where
applicable to ensure that updated assumptions regarding
future maintenance funding, asset replacement costs
and overall full cost attribution estimates are reflected
accurately.

Now that Council has completed this review, we
recommend that ongoing planned reviews of these rates
is regularly performed so as to ensure that Council
maintains at all times, accurate costings for all of its
financial strategic planning and reporting purposes.

Est Date

July 2024

Sep 2024

ongoing

March
2025

March
2025

Status Council Administration Response

Stakeholder Review - Prior to
implementation of changes following the
review of plant hire rates, labour oncost %'s,
capitalisation of project management wages
a workshop was held with relevant
managers and Executive (4 June and 12
June 2024),

Phased Implementation - Council
Administration will implement the results of
the work undertaken/to be undertaken as
follows:

Actuals - Implementation of actuals
FY23/24 and continuing in future years;

BR1 - Budget revision FY24/25 to align
operating and capital expenditures with
revised forecasts;

AMP Improvements - Improvements to
future asset management planning
FY24/25 and beyond,;

Budget 2025/2026 - Improvements to
FY25/26 (and beyond) budget
preparation at the lower level of labour
hours and plant hours

Annual Review - Council administration
plans to review the plant hire and oncost
charges annually as part of its budget
processes.

4

MOUNTGAMBIER SA

Item 5.7 - Attachment 1

Page 208



City of Mount Gambier 29 July 2024
Audit and Risk Committee Meeting Agenda

5.8 AUDIT AND RISK COMMITTEE MEETING REPORT — REPORT NO. AR24/29752

Committee: Audit and Risk Committee

Meeting Date: 29 July 2024

Report No.: AR24/29752

CM9 Reference: AF11/863

Author: Kahli Rolton, Acting Manager Financial Services

Authoriser: Jane Fetherstonhaugh, General Manager Corporate and Regulatory
Services

Summary: A report to Council after the Audit and Risk Committee meeting,

summarising the work of the committee preceding the meeting and
the outcomes of the meeting.

Strategic Plan Goal 1: Our People
Reference: Goal 2: Our Location

Goal 3: Our Diverse Economy

Goal 4: Our Climate, Natural Resources, Arts, Culture and Heritage

Goal 5: Our Commitment

REPORT RECOMMENDATION

1.  That Audit and Risk Committee Report No. AR24/29752 titled ‘Audit and Risk Committee
Meeting Report’ as presented on 29 July 2024 be noted.
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TYPE OF REPORT
Legislative

BACKGROUND

1.

Legislation - Section 126 of the Local Government Act effective from 30 November 2023
requires that the following report is prepared as shown below:

(8) A council audit and risk committee must—

(a) provide a report to the council after each meeting summarising the work of the committee
during the period preceding the meeting and the outcomes of the meeting;

PROPOSAL
Period Preceding the Meeting:

2.

Council Member Briefing - A meeting was held between the Council Member Audit and Risk
Committee representative, the General Manager Corporate and Regulatory Services, Acting
Manager Financial Services and other report authors to provide a briefing on the reports
included in the agenda prior to the meeting

Presiding Member Pre-Meeting - A meeting was held between the Acting Manager Financial
Services and the Presiding Member to discuss the agenda prior to the meeting.

Memorandum to Committee 3 July 2024 - 2023/2024 Interim Audit Management Report and
Response

Email to Committee Chair 8 July 2024 - request to complete Fraud Questionnaire for those
charged with Governance

Outcomes of The Meeting:

6.

The outcomes of this meeting will be summarised in the minutes to be adopted by Council.

LEGAL IMPLICATIONS
Local Government Act Sections 125A, 126 and 41.

Local Government (Financial Management) Regulations 2011

Terms of Reference - Audit and Risk Committee
STRATEGIC PLAN

N/A

COUNCIL POLICY

N/A

ECONOMIC IMPLICATIONS

N/A

ENVIRONMENTAL IMPLICATIONS

N/A

SOCIAL IMPLICATIONS

N/A

CULTURAL IMPLICATIONS

N/A

RESOURCE IMPLICATIONS

N/A
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VALUE FOR MONEY

N/A

RISK IMPLICATIONS

N/A

EQUALITIES AND DIVERSITY IMPLICATIONS
N/A

ENGAGEMENT AND COMMUNICATION STRATEGY
N/A

IMPLEMENTATION STRATEGY

N/A

CONCLUSION AND RECOMMENDATION

The recommendation to Council is that they note the report as presented (in conjunction with the

minutes of the meeting).

ATTACHMENTS
Nil
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6 MOTIONS WITHOUT NOTICE
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7 CONFIDENTIAL ITEMS

7.1 LEGAL/LITIGATION COST/LIABILITY (RISK) EXPOSURE — REPORT NO. AR24/43578

CONSIDERATION FOR EXCLUSION OF THE PUBLIC

Pursuant to section 90(2) of the Local Government Act 1999 the Audit and Risk Committee orders
that all members of the public, except the Mayor, Councillors and (Council Officers) be excluded
from attendance at the meeting for the receipt and consideration in confidence of Agenda Item 7.1
AR24/43578 Legal/Litigation Cost/Liability (Risk) Exposure.

The Audit and Risk Committee is satisfied that, pursuant to section 90(3) (a), (b), (d), (), (9), (h)
and (i) of the Act, the information to be received, discussed or considered in relation to the Agenda
Item is:

. information the disclosure of which would involve the unreasonable disclosure of
information concerning the personal affairs of any person (living or dead)
° information the disclosure of which could reasonably be expected to confer a

commercial advantage on a person with whom the Council is
- conducting business; or
- proposing to conduct business; or
- to prejudice the commercial position of the Council
° commercial information of a confidential nature (not being a trade secret) the
disclosure of which could reasonably be expected:
- to prejudice the commercial position of the person who supplied the information,
or
- to confer a commercial advantage on a third party
. information the disclosure of which could reasonably be expected to prejudice the
maintenance of law, including by affecting (or potentially affecting) the:
- prevention, detection, or investigation of a criminal offence, or
- the right to a fair trial
o information concerning matters that must be considered in confidence in order to
ensure that the Council does not:
- breach any law, order or direction of a court or tribunal constituted by law,
- breach any duty of confidence, or
- breach any other legal obligation or duty
legal advice
o information relating to:
- actual litigation, or
- litigation that the Council or Council committee believes on reasonable grounds
will take place,
- involving the Council or an employee of the Council

The Audit and Risk Committee is satisfied that the principle that the meeting be conducted in a
place open to the public has been outweighed in the circumstances because the information to be
considered relates to litigation that has commenced and has been provided to Council on a strictly
confidential basis.
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CONSIDERATION FOR KEEPING ITEMS CONFIDENTIAL

1. In accordance with Sections 91(7) and 91(9) of the Local Government Act 1999 the Council
orders that the report 7.1 AR24/43578 Legal/Litigation Cost/Liability (Risk) Exposure and its
attachments, resolution/s and minutes arising from the report, having been considered by
the Council in confidence under Section 90(2) & (3) (a), (b), (d), (f), (), (h) and (i) be kept
confidential and not available for public inspection until further ordered by Council or
released in part or full by the Chief Executive Officer under delegation, to be reviewed
annually.

2. Further that Council delegates the power to review, revoke, but not extend the confidential
order to the Chief Executive Officer in accordance with the provisions of Section 91(9)(c) of
the Local Government Act 1999.
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MINUTES OF CITY OF MOUNT GAMBIER
AUDIT AND RISK COMMITTEE MEETING
HELD AT THE COUNCIL CHAMBER, CIVIC CENTRE, 10 WATSON TERRACE, MOUNT
GAMBIER
ON MONDAY, 3 JUNE 2024 AT 4.33 P.M.

PRESENT: Mr Paul Duka, Mayor Lynette Martin (OAM), Mr Alexander Brown (virtual)
OFFICERS IN Chief Executive Officer - Mrs S Philpott
ATTENDANCE: General Manager Corporate and Regulatory Services - Mrs J Fetherstonhaugh
General Manager City Infrastructure - Ms B Cernovskis
Manager Financial Services - Mrs J Scoggins
Manager Organisational Development - Ms L Little
Finance Business Partner - Ms K Rolton
Executive Administrator - Mrs A Pasquazzi
1 ACKNOWLEDGEMENT OF COUNTRY

WE ACKNOWLEDGE THE BOANDIK PEOPLES AS THE TRADITIONAL CUSTODIANS OF THE
LAND WHERE WE MEET TODAY. WE RESPECT THEIR SPIRITUAL RELATIONSHIP WITH THE
LAND AND RECOGNISE THE DEEP FEELINGS OF ATTACHMENT OUR FIRST NATIONS
PEOPLES HAVE WITH THE LAND.

2 APOLOGY(IES)

COMMITTEE RESOLUTION

Moved: Alexander Brown
Seconded: Mayor Lynette Martin

That the apology(ies) from Cr Paul Jenner and Ms Belinda Johnson be received.

CARRIED

3 CONFIRMATION OF MINUTES

COMMITTEE RESOLUTION

Moved: Paul Duka
Seconded: Alexander Brown

That the minutes of the Audit and Risk Committee meeting held on 8 April 2024 be confirmed as
an accurate record of the proceedings of the meeting.

CARRIED

4 QUESTIONS WITHOUT NOTICE

Nil
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5 REPORTS

5.1 2024/2025 DRAFT ANNUAL BUSINESS PLAN AND BUDGET

COMMITTEE RESOLUTION

Moved: Alexander Brown
Seconded: Paul Duka

1. That Audit and Risk Committee Report No. AR24/29751 titled ‘2024/2025 Draft Annual
Business Plan and Budget’ as presented on 03 June 2024 be noted.

2. That the Audit and Risk Committee feedback on Council’'s Draft 2024/2025 Draft Annual
Business Plan and Budget and/or the associated processes and risks, as follows:

e The Audit and Risk Committee acknowledge the significant work Council’s administration
have undertaken to prepare the Annual Business Plan and Budget 2024/2025.

e The Audit and Risk Committee acknowledge the importance of maintaining financial
sustainability and recognises the proposed rate increase is required to support financial
sustainability.

e The Audit and Risk Committee encourage Council to closely monitor the financial
performance throughout the year in the context of the financial ratio targets.

e The use of the average residential rate and the waste service charge by comparison to
other Council’s should be considered as a guide only.

be incorporated with the public consultation feedback to be presented to the Special Council
meeting to be held on the 18 June 2024 for consideration of the adoption of the Draft
2024/2025 Annual Business Plan and Budget.

CARRIED

5.2 DRAFT LONG TERM FINANCIAL PLAN 2025-2034

COMMITTEE RESOLUTION

Moved: Mayor Lynette Martin
Seconded: Alexander Brown

1. That Audit and Risk Committee Report No. AR24/36612 titled ‘Draft Long Term Financial
Plan 2025-2034’ as presented on 03 June 2024 be noted.

2. That the Audit and Risk Committee feedback on Council’s Draft Long Term Financial Plan
2025-2034 and/or the associated processes and risks, as follows:

e The Audit and Risk Committee recommends that Council considers the future impact of
new and upgraded assets on the financial sustainability.

e The level of financial and operational risk that is posed by waste and the Audit and Risk
Committee seeks a further update on waste financial modelling.

e The Audit and Risk Committee notes that the Long Term Financial Plan financial
sustainability ratios are trending in the right direction of the plan.

e The Audit and Risk Committee notes the importance of the rating review in informing the
future rating forecasts in the Long Term Financial Plan.
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e That the outer years of the Long Term Financial Plan be considered in the next version
of the Long Term Financial Plan in terms of the application of the 2% sustainability index.

be incorporated with the public consultation feedback to be presented to the Special Council
meeting to be held on 25 June 2024 for consideration of the adoption of the Draft Long Term
Financial Plan 2025-2034.

CARRIED

Mr Alexander Brown indicated that he would be leaving the meeting and would not return.

FORMAL MOTION

COMMITTEE RESOLUTION

Moved: Paul Duka
Seconded: Mayor Lynette Martin

That the meeting be adjourned to Wednesday 12 June 2024 at 5:00 pm due to the anticipated lack
of quorum in the absence of Mr Alexander Brown.

CARRIED

The meeting was adjourned at 5:50 pm.
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MINUTES OF CITY OF MOUNT GAMBIER
AUDIT AND RISK COMMITTEE MEETING

HELD AT THE COUNCIL CHAMBER, CIVIC CENTRE, 10 WATSON TERRACE, MOUNT

GAMBIER
MONDAY, 3 JUNE 2024 AT 4.33 P.M.
ADJOURNED TO WEDNESDAY, 12 JUNE 2024 AT 5.00 P.M.

The meeting resumed at 5:04 pm on 12 June 2024.

PRESENT: Mr Paul Duka, Mayor Lynette Martin (OAM), Mr Alexander Brown (virtual), Ms

Belinda Johnson (virtual), Cr Paul Jenner

OFFICERS IN Chief Executive Officer - Mrs S Philpott

ATTENDANCE: General Manager Corporate and Regulatory Services - Mrs J Fetherstonhaugh
General Manager City Infrastructure - Ms B Cernovskis
Manager Financial Services - Mrs J Scoggins
Executive Administrator - Mrs A Pasquazzi

5.3

DRAFT ASSET MANAGEMENT PLANS (AMPS) 2025-2034

COMMITTEE RESOLUTION

Moved:
Seconded: Alexander Brown

1. That Audit and Risk Committee Report No. AR24/37154 titled ‘Draft Asset Management
Plans (AMPs) 2025-2034’ as presented on 12 June 2024 be noted.

2. That the Audit and Risk Committee feedback on Council’s Draft Asset Management Plans
(AMPs) 2025-2034 and/or the associated processes and risks, as follows:

Paul Duka

Acknowledges the work undertaken to date on asset planning and the increasing
maturity of the assets data.

Notes the allocation of new planning and delivery of assets in the building and structures
asset management plan, and suggests Council consider the proportion of new versus
renewal in future iterations of the plan as the asset planning and master planning
progresses.

Recommends that Council continues to consider any underutilised buildings and
structures and notes the strategic work plan projects will inform this consideration.

Notes the plant asset management plan and that the plan allows for some redundancy
in plant due to difficulty in supply of new equipment and parts.

Recommends that future iterations of the infrastructure asset management plans provide
a breakdown of proposed recommended expenditure for key asset classes.

Notes the variance between depreciation and proposed asset renewal expenditure and
recommend that further context to the variation between depreciation and proposed
asset renewal expenditure be provided to Council.

The Administration provide an update to the Audit and Risk Committee on a half yearly
basis on the further refinement of the asset management planning process.
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be incorporated with the public consultation feedback to be presented to the Special Council
meeting on 18 June 2024, for consideration of the adoption of the Draft Asset Management
Plans (AMPs) 2025-2034.

CARRIED

5.4 UNAUDITED INFRASTRUCTURE VALUATION AS AT 1 JULY 2023

Cr Paul Jenner left the meeting at 6:08 pm
Cr Paul Jenner returned to the meeting at 6:08 pm

COMMITTEE RESOLUTION

Moved: Belinda Johnson
Seconded: Alexander Brown

1. That Audit and Risk Committee Report No. AR24/10208 titled ‘Unaudited Infrastructure
Valuation as at 1 July 2023’ as presented on 12 June 2024 be noted.

CARRIED

5.5 POLICY REVIEW - ASSET ACCOUNTING

COMMITTEE RESOLUTION

Moved: Cr Paul Jenner
Seconded: Mayor Lynette Martin

1. That Audit and Risk Committee Report No. AR24/36754 titled ‘Policy Review - Asset
Accounting’ as presented on 12 June 2024 be noted.

2.  That the Asset Accounting Policy as attached to Report No. AR24/36754 having been
reviewed by the Audit and Risk Committee on 12 June 2024 be adopted.

3.  That the Chief Executive Officer or Delegate be authorised to make any necessary changes
to the policies arising from this meeting, together with any typographical corrections,
amendments to position or organisation titles, and finalisation of the document’s formatting
that do not materially alter the integrity of the document.

CARRIED

5.6 POLICY REVIEW - RISK MANAGEMENT

COMMITTEE RESOLUTION

Moved: Paul Duka
Seconded: Alexander Brown

1. That Audit and Risk Committee Report No. AR24/38120 titled ‘Policy Review - Risk
Management’ as presented on 12 June 2024 be noted.
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2.  That the Risk Management Policy as attached to Report No. AR24/38120 having been
reviewed by the Audit and Risk Committee on 12 June 2024 be adopted.

3.  That the Chief Executive Officer or Delegate be authorised to make any necessary changes
to the policies arising from this meeting, together with any typographical corrections,
amendments to position or organisation titles, and finalisation of the document’s formatting
that do not materially alter the integrity of the document.

CARRIED

5.7 RISK MANAGEMENT REPORT JANUARY - MARCH 2024

COMMITTEE RESOLUTION

Moved: Cr Paul Jenner
Seconded: Paul Duka

1. That Audit and Risk Committee Report No. AR24/36616 titled ‘Risk Management Report
January - March 2024’ as presented on 12 June 2024 be noted.

2.  That an update on the Leases and Licences and Policy Reviews be presented to the July
Audit and Risk Committee meeting.

3.  That the environmental compliance inherent risk be increased from high to extreme.
CARRIED

5.8 WORK HEALTH SAFETY (WHS) AND WELLBEING QUARTERLY REPORT -
JANUARY - MARCH 2024

COMMITTEE RESOLUTION

Moved: Cr Paul Jenner
Seconded: Alexander Brown

1.  That Audit and Risk Committee Report No. AR24/36617 titled ‘Work Health Safety (WHS)
and Wellbeing Quarterly Report - January - March 2024’ as presented on 12 June 2024 be
noted.

CARRIED

5.9 QUARTERLY INTERNAL AUDIT UPDATE REPORT

COMMITTEE RESOLUTION

Moved: Belinda Johnson
Seconded: Mayor Lynette Martin

1. That Audit and Risk Committee Report No. AR24/36613 titled ‘Quarterly Internal Audit
Update Report’ as presented on 12 June 2024 be noted.

CARRIED
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5.10 DRAFT REVISED INTERNAL AUDIT PROGRAM

COMMITTEE RESOLUTION

Moved: Alexander Brown
Seconded: Mayor Lynette Martin

1. That Audit and Risk Committee Report No. AR24/36992 titled ‘Draft Revised Internal Audit
Program’ as presented on 12 June 2024 be noted.

2.  That the Revised Internal Audit Plan as attached to Report No. AR24/36992, having been
reviewed by the Audit and Risk Committee on 12 June 2024, be adopted.

3.  That plant and fleet be subject to a future internal audit in a later iteration of the Internal Audit
program.

4.  That the Chief Executive Officer or Delegate be authorised to make any necessary changes
to the Draft Revised Internal Audit Plan arising from this meeting, together with any
typographical corrections, amendments to position or organisation titles, and finalisation of
the document’s formatting that do not materially alter the integrity of the document.

CARRIED

5.11 EXTERNAL AUDIT MANAGEMENT REPORT

COMMITTEE RESOLUTION

Moved: Cr Paul Jenner
Seconded: Alexander Brown

1.  That Audit and Risk Committee Report No. AR24/36615 titled ‘External Audit Management
Report’ as presented on 12 June 2024 be noted.

CARRIED

5.12 REVIEW OF 2024 AUDIT AND RISK PROGRAM

COMMITTEE RESOLUTION

Moved: Paul Duka
Seconded: Alexander Brown

1. That Audit and Risk Committee Report No. AR24/36971 titled ‘Review of 2024 Audit and
Risk Program’ as presented on 12 June 2024 be noted.

2. Thatthe revised work program as reviewed by the Audit and Risk Committee for the calendar
year 2024 (attached) be adopted, with the addition of the presentation of the quarterly budget
review to the Audit and Risk Committee following its presentation to the Council meeting.

CARRIED
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5.13 AUDIT AND RISK COMMITTEE MEETING REPORT

COMMITTEE RESOLUTION

Moved: Paul Duka
Seconded: Cr Paul Jenner

1. That Audit and Risk Committee Report No. AR24/29748 titled ‘Audit and Risk Committee
Meeting Report’ as presented on 12 June 2024 be noted.

CARRIED

6 MOTIONS WITHOUT NOTICE

6.1 MOTION - THANK YOU TO MANAGER FINANCIAL SERVICES

COMMITTEE RESOLUTION

Moved: Paul Duka
Seconded: Mayor Lynette Martin

1. That the Audit and Risk Committee thank Julie Scoggins, Manager Financial Services for her
support and professional expertise provided to the Audit and Risk Committee during her
tenure.

CARRIED

7 MEETING CLOSE

The Meeting closed at 7:35 pm.

The minutes of this meeting were confirmed at the Audit and Risk Committee held on 29 July
2024.

PRESIDING MEMBER
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Dear President and Speaker

In accordance with section 41(2) of the Independent Commission Against Corruption Act
2012 (SA) | present to each of you the Commission’s report Buying Trust: Corruption Risks
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Parliament on the first sitting day after receiving it.

Yours sincerely
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CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Commissioner’s
foreword

Public sector procurement is vulnerable to corruption.
Corruption in procurement can be difficult to detect, may persist
over long periods of time, and undermines the provision of
essential public services.

Corruption in procurements for large scale infrastructure and

construction projects may cost the state sector significant

sums of money. Improper conduct in procurement can lead

to reputational damage to public authorities and the public sector more generally, and
suppliers who believe that tender decisions will be unduly influenced may be reluctant
to bid. Corrupt procurement tends to delay or prevent the delivery of essential public
services, and result in incomplete or substandard works that put public safety at risk.

For these reasons the Commission has conducted a study into the corruption risks in
public sector procurement. This is the second report arising from this project. The first
provided quantitative findings from a survey of public sector procurement officers and
suppliers who have tendered, or intended to tender, for public sector contracts. This
report provides analysis of qualitative survey responses and submissions, reports and
complaints referred to the Commission, and insights from other integrity agencies.

While the integrity of public sector procurement in South Australia may have improved in
recent years, there is still room for improvement.

Worryingly, some procurement officers are not sufficiently aware of corruption risks.
Many lack adequate procurement experience or are under-resourced. Too many are not
receiving training in key corruption risks. Many suppliers who hold public sector contracts
are unaware of their status as public officers, and that public officers are required to
report suspicions of corruption in public administration.

This report has been prepared in accordance with section 41 of the Independent
Commission Against Corruption Act 2012 (SA) to raise awareness of key corruption risks
in public sector procurement. It aims to identify red flags that could indicate corruption
and makes 18 recommendations to address weaknesses in public sector procurement
open to exploitation by corrupt public sector employees or suppliers.

The Hon. Ann Vanstone KC

Commissioner
INDEPENDENT COMMISSION AGAINST CORRUPTION










00

-
(]
2
ox
-
O
=
>
2
o

}7
z
L
=
L
o
)
O
O
&
a
o
O
s
O
L
%)
O
—_
@
)]
a
Z
%)
N
12}
@
z
©)
=
o
)]
@
o
O
O

© © ¢ 0 0 000 0000000000000 0000000000000 0000000000000 0000000000000 000

@ e 0000000000000 00 00 @ e 0000000000000

@ e 0000000000000 00

Recommendations

RECOMMENDATION 1

Public authorities conduct regular procurement audits based on the risk profile
of their procurement activities. High risk procurements may include those where
the number of suppliers able to tender is limited, extensions or variations are
utilised, an incumbent supplier has been reengaged, and those conducted with
urgency or in emergencies. Procurements under $55,000 should be regularly
audited for evidence of tender splitting.
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RECOMMENDATION 2

Public authorities prevent non-Aboriginal suppliers taking unfair advantage of
schemes intended to assist Aboriginal suppliers to win public sector contracts
by verifying the status of suppliers claiming Aboriginal identity.

© © 0 0 00 00000 00000000000 00000000000 0000000000 000000000000 0000000

RECOMMENDATION 3

Where relevant, public authorities conduct random audits of contracts that are
required to have a mandated proportion of labour force hours to be performed
by nominated groups. Non-compliance needs to be reported to the Office of
the Industry Advocate.
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RECOMMENDATION 4

All public officers involved in procurement, including those with delegation
authority, complete training on probity in procurement. This should include
training on corruption risks in procurement, conflicts of interests, gifts, benefits
and hospitality, the handling of confidential information and public officers’
reporting obligations.
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RECOMMENDATION 5

Public authorities ensure that if a participant in a procurement discloses a
conflict of interests, a management plan is devised, documented, actioned and
monitored.
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RECOMMENDATION 6

Public authorities consider control measures to address post separation
conflicts of interests for public sector employees in high risk roles, including
exiting procedures, information access restrictions and monitoring, or the use of
restraint clauses where reasonable.
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RECOMMENDATION 7

The Commissioner for Public Sector Employment ensure that the Gifts and
Benefits Guideline is consistent with that provided by Procurement Services SA,
which recommends that public officers in high risk roles do not accept gifts,
benefits or hospitality.
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RECOMMENDATION 8

Public authorities ensure that internal policies include advice regarding the
handling and recording of gifts, benefits and hospitality offered by suppliers in
high risk functions including procurement.
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RECOMMENDATION 9

Public authorities ensure they are complying with Premier and Cabinet Circular
PCO35 — Proactive disclosure of regularly requested information, including
publication of information on agencies’ websites.
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RECOMMENDATION 10

Procurement Services SA continue its development and implementation of a
Code of Conduct for suppliers.
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RECOMMENDATION 11

Public authorities conduct regular audits of staff permissions, access and use of
confidential procurement information to identify patterns of unusual activity or
instances of misuse.
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RECOMMENDATION 12

Procurement Services SA consider the need for guidance on the proper
management and protection of intellectual property during procurement
processes.
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RECOMMENDATION 13

Entities that control panels and multi-use supplier lists vet new suppliers,
regularly review existing suppliers on a panel or list, and remove suppliers if
they no longer fit relevant criteria or conditions.
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RECOMMENDATION 14

Public authorities consider and limit public officers’ discretion over
procurements and financial decision making, and ensure appropriate
segregations and separations are in place.
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RECOMMENDATION 15

Public authorities conduct regular audits of procurement record keeping,
including ensuring all procurement decision making is documented with
reasons, and relevant written and verbal communication with suppliers is
recorded.
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RECOMMENDATION 16

Procurement Services SA consider expanding its capacity to assist agencies
that require additional support to undertake procurements, especially where
that assistance would help safeguard procurements from impropriety.

RECOMMENDATION 17

Public authorities ensure they have emergency situation procurement
frameworks in place and published on their websites.
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RECOMMENDATION 18

Public authorities provide suppliers with information on internal reporting
policies and procedures and suppliers’ reporting obligations as public officers.
Public authorities ensure that contractors provide corresponding induction
material to their subcontractors.
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Chapter one:
INntroduction

Public sector procurement refers to the process by which a public authority acquires
goods and services, or engages in a construction project.? It involves significant public
spending, which can attract those with unscrupulous intentions. The high volume

of transactions and often complex nature of procurement processes can create
opportunities for improper behaviour as well as making corruption difficult to uncover.
Procurement occurs at the intersection between the public and private sectors, where
potential for a conflict of interests and collusive behaviour raises the prospect of
corruption.

This report examines perceptions and experiences of corruption risks in public sector
procurement. Recommendations are made to assist public authorities to prevent and
minimise those risks. It draws on findings from surveys conducted with procurement
officers and suppliers involved in public sector work,® and submissions from stakeholders.
It also provides insights from reports about potential corruption in public sector
procurement referred to the Commission, and findings from other integrity agencies.

The impact of corruption in public sector
procurement

Corrupt procurement may have serious consequences. It can increase the costs of
goods and services, and the delivery of construction projects. Essential services may
not be delivered, or the quality of those services reduced. Once corruption is detected,
services may need to be interrupted or stopped and public authorities may need to pay
for remedial action.

The project team received submissions from suppliers who believed they had lost

work when contracts had been improperly awarded. As a result, suppliers laid off staff,
moved their business interstate, and some small businesses dependent on government
contracts closed.

Suppliers who believe that tenders are not assessed fairly may be deterred from bidding.
Perceptions that procurements may be corrupt may deprive public authorities of contracts
that offer value for money and innovation that could boost South Australia’s economy.

If suppliers believe that other companies are engaging in corruption, they may behave
corruptly themselves.*

Several suppliers gave accounts of the financial and other costs incurred by being
involved in a public sector procurement believed to have been corrupted (Case study ).





CASE STUDY 1:
The impact of perceived corruption in public sector procurement

-
w

One supplier described the devastating personal and professional impact of
having lost contracts due to perceived corruption. The supplier had founded
a business that had developed an innovative and unique product, and had
succeeded in winning contracts with several public authorities.

The supplier believed that their intellectual property had been inappropriately
leaked to a competing supplier by a corrupt public officer during a procurement,
in exchange for a benefit. The supplier alleged that a competitor used this
information to replicate the product and was awarded contracts that were not
open to the market.

As a result, the supplier lost a significant proportion of his business. The supplier
described the psychological impact of losing his intellectual property. For
someone who had built his company around a unique product, this loss was
profound. The supplier felt embarrassed that he was no longer fully contributing
to a business that he had founded. He decided to retire early.
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Chapter two:
Governance of public sector
procurement

Public sector procurement is governed by the South Australian Government Procurement
Framework (‘the Framework’), which came into effect on 1 July 2021. The Framework
provides a whole-of-government approach to procurement with common principles,
standards and benchmarks. The Framework consists of Treasurer’s Instruction 18,

the Procurement Governance Policy, and supporting policies that set the minimum
requirements for key procurement activities.®

Under the Framework, the Treasurer has responsibility for setting the rules and policy
direction for public sector procurement. Procurement Services SA (PSSA) is the
government’s central procurement branch. PSSA is responsible for whole-of-government
procurement policies, standards and guidance, and supporting the public sector’s
procurement capacity.

Chief Executive Officers of public authorities have responsibility for their own
procurements. Public authorities are required to develop their own internal procurement
framework, policies and procedures that are consistent with the Framework.

Overall perceptions of corruption risks in
South Australian public sector procurement

For some survey respondents, the Framework has reduced integrity risks to public sector
procurement, particularly in the last twelve months.

UH ‘I havent seen any of this in past 12 months. It seems much tidier” (supplier).

“Within the last 12 months appears to have been a far fairer process and | have no
concerns or criticisms about it [procurement]” (supplier).

“Much more robust processes in place these days. In my early days in the public
sector, it was much easier to influence a procurement process in my view”
(procurement officer).

“We have specific systems in place and so many people have to sign off on
procurement that it's not up for question” (procurement officer).





Some suppliers claimed that corruption was less prevalent in South Australia than other
jurisdictions.

ﬁﬁ “No recent suspicions in SA” (supplier).

‘I have personally observed these issues in jurisdictions outside SA” (supplier).

“SAis one of the most compliant states | have worked in” (supplier).

The New South Wales Independent Commission Against Corruption and the Victorian
Independent Broad-Based Anti-Corruption Commission have conducted similar surveys
with suppliers in their jurisdictions. South Australian suppliers were less likely to believe
corruption in public sector procurement to be a problem compared to respondents in
New South Wales and Victoria.®

Not all suppliers agreed that South Australian public sector procurement was more
resilient to corruption compared to other jursidictions, although these comments were
relatively few.

HH “South Aust is the most corrupt place to do business” (supplier).

“South Australia does not give us a really fair go. Very sad reality” (supplier).

Corruption risks associated with complex and
compliance-based processes

The Framework was intended to reduce the complexity of procurement. PSSA explained
that the steps required for a procurement valued above $55,000 decreased under the
Framework. Two thirds of procurement officers (67%) and over half of suppliers (58.5%)
agreed that the process for their latest procurement was straightforward.

Some respondents believed that finding the correct balance between compliance and
efficiency is difficult.

[7[7 “Government tendering has matured and become more complex over time, and this
has required professionals to help organisations understand rules. This is positive
because it helps organisations to prevent corruption and impropriety, but it also
makes it difficult for smaller organisations to enter the marketplace” (supplier).

“l also think that some people don’t value the steps involved in a procurement
process (that people complain about as being red tape) unless something goes
wrong, and then they wish they followed the steps!” (procurement officer).

-
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However, some procurement officers believed that public sector procurement continues
to be too compliance heavy.

W “Reliance on overly complex processes chases good people out of procurement

and replaces them with ‘box tickers™ (procurement officer).

“Part of the issue for procurement often not complying with guidelines or policies
is they are constantly changing and often the process becomes far more complex
with more red tape, for no evident gain apart from ticking a box or empire building”
(procurement officer).

Compliance heavy processes can distract procurement officers from attending to integrity
issues. Some senior Super SA staff interviewed as part of the Commission’s evaluation of
Super SA (2022) saw compliance as a burden rather than a necessary integrity measure.
This attitude may result in procurement policies and processes being circumvented,

and a culture of non-compliance.” This attitude was also expressed by some survey
respondents.

“I believe that creating further bureaucracy in an effort to stamp out corruption will
only lead to greater levels of corruption. There needs to be a degree of trust and
accountability in policies to allow efficient procurement processes” (procurement
officer).

Splitting tenders

Some procurement officers (18.6%) and suppliers (26.3%) believed that public sector
procurement was highly or extremely vulnerable to tenders being split to circumvent
thresholds. The Framework only applies to procurements valued over $55,000, and it
may be that procurements are split to avoid governance under the Framework. It may
also be possible that procurements are split to avoid thresholds set by the Industry
Participation Policy.

UH “As the procurement process based on Tl 18 is so complex, convoluted and difficult

all sorts of people are working around the system, doing 2 contracts for the same
thing, using different equipment at different sites to work around the process of
using the same supplier or service. This is all because to prevent fraud you have
made it so time consuming and pointless, that people work hard to not hit the 55k”
(procurement officer).

“Procurement processes seen as all too hard. Too much work. Managers tell you to
split contracts to avoid PARS reporting” (procurement officer).





While PSSA expressed concern about tender splitting, they observed that the number
of procurements valued from $55,000 to $60,000 have decreased and higher value
procurements have increased. PSSA contended that this may indicate that public
authorities are planning ahead and consolidating rather than splitting procurements.

Even if tender splitting has decreased, it remains a risk.2 Tender splitting by itself may not
be corrupt conduct, however it may be used to hide corruption (Case study 2).

CASE STUDY 2:
Public officers corruptly award public infrastructure contracts

Investigators from the Victorian Independent Broad-Based Anti-Corruption
Commission found that two public officers had corruptly awarded public
infrastructure contracts valued at $25 million to entities they controlled or were
controlled by their associates. Money that should have gone into public works
was siphoned off by those public officers leaving some projects incomplete or
completed to an unsatisfactory standard. Honest contractors, many regionally
based, were locked out of the tendering process or unable to fairly compete.

This corrupt conduct was facilitated by serious breaches of procurement
policies and procedures. Those breaches included splitting tenders so that
procurements awarded to companies controlled by the public officers would
not be appropriately scrutinised. When questioned by other agency staff, the
public officers’ explanations for the split tenders were accepted without further
enquiries.

The public officers’ corrupt conduct spanned seven years. Warning signs that
contracts were being manipulated were ignored. A workplace culture which
placed timely outcomes above compliance with procurement processes, did not
provide staff with proper training on risks associated with corruption, and where
management did not support procurement policies also allowed corruption to be
covered up.®

@000 000000000000000000000000000000000000000 @000 00000000000000000000000000000

Public authorities conduct regular procurement audits based on the risk profile
of their procurement activities. High risk procurements may include those where
the number of suppliers able to tender is limited, extensions or variations are
utilised, an incumbent supplier has been reengaged, and those conducted with
urgency or in emergencies. Procurements under $55,000 should be regularly
audited for evidence of tender splitting.

RECOMMENDATION 1
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Black cladding

The Government’'s Aboriginal Economic Participation Strategy is intended to increase
Aboriginal participation in the South Australian economy.”® For large projects, industry
participation weighting is increased for contracts that will involve Aboriginal participation.
This includes giving additional weighting to a South Australian business with an
Aboriginal owner or a joint venture arrangement between Aboriginal and non-Aboriginal
partners.
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Aboriginal procurement policies have succeeded in including more Aboriginal suppliers
in procurement bids. However, an unintended consequence of Aboriginal procurement is
‘black cladding.™

‘Black cladding’ is defined to be:

...the practice of non-Indigenous business entity or individual taking unfair advantage
of an Indigenous business entity or individual for the purpose of gaining access to
otherwise inaccessible Indigenous procurement policies or contracts. Unfair advantage
involves practices and arrangements that result in the disadvantage or detriment to

an Indigenous business, or that do not represent a genuine demonstrated level of
equitable partnership and benefit.?

The project team received submissions that alleged that some suppliers misrepresent
their Aboriginal identity to obtain an advantage in a procurement. This problem has been
reported in other jurisdictions.® Public authorities can verify the identity of suppliers
claiming Aboriginality, for instance ensuring that an Aboriginal supplier is registered

as such with the Office of the Industry Advocate or referring joint ventures with non-
Aboriginal capacity partners to Supply Nation for verification.

@000 0000000000000000000000000000000 ©0000000000000000000000000000000000000000

Public authorities prevent non-Aboriginal suppliers taking unfair advantage of
schemes intended to assist Aboriginal suppliers to win public sector contracts
by verifying the status of suppliers claiming Aboriginal identity.

RECOMMENDATION 2
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It was also alleged that once a joint venture bid is successful, work is not allocated to the
Aboriginal business. For South Australian construction projects valued over $50 million,
20% of labour force hours need to be performed by nominated groups which include
Aboriginal job seekers.” While the project team did not receive submissions alleging
misreported labour hours, this has been reported in other jurisdictions.™

@000 0000000000000000000000000000000 ©0000000000000000000000000000000000000000

Where relevant, public authorities conduct random audits of contracts that are
required to have a mandated proportion of labour force hours to be performed
by nominated groups.” Non-compliance needs to be reported to the Office of
the Industry Advocate.

RECOMMENDATION 3
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Chapter three:
Conflicts of interests

An undeclared conflict of interests often lies at the heart of corrupt procurement.” PSSA's
Probity and Ethical Procurement Guideline states that government employees, including

Chief Executives, should identify, document and effectively manage conflicts of interests

for every procurement. Conflicts of interests declarations should be completed by panel

members prior to completing an evaluation.™

Almost all procurement officers surveyed claimed that their workplace has policies and
procedures relating to conflicts of interests (97.0%), and they are required to declare
conflicts when involved in procurement (96.0%). However, approximately one in three
(30.1%) procurement officers responded that their workplace does not provide training, or
they were unsure if their workplace provides training, in relation to conflicts of interests.

© © 0000000000 0000000000000000000000000000000000000000000000000000000000000000

All public officers involved in procurement, including those with delegation
authority, complete training on probity in procurement. This should include
training on corruption risks in procurement, conflicts of interests, gifts, benefits
and hospitality, the handling of confidential information, and public officers’
reporting obligations.

RECOMMENDATION 4
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Undeclared and unmanaged conflicts of
interests

Respondents most commonly described a conflict of interests as entailing a public sector
employee involved in a procurement failing to declare a relationship with a supplier. This
typically involved the supplier being a family member, friend or former colleague of a
public sector employee with procurement responsibilities.

Corrupt procurement sometimes involves a public sector employee awarding a contract
to a private company in which they have undisclosed interests, such as being an

owner or shareholder. The Commission and other integrity agencies have investigated
allegations of this nature.”

Procurement officers explained that senior managers in decision making roles are the
most likely to unduly influence procurement processes due to a conflict of interests.

[7[7 “Managers force your hands — tell you this is what they want done. You tell
anyone and your job is on the line ... Absolutely wasteful contract to their friends”
(procurement officer).

“My experience shows that procurement outcomes are more likely to be
influenced at higher level (i.e. senior management) than the public officer managing
the procurement e.g. normally by the person who signs off or approves the
procurement who may happen to know or have a business or social relationship
with one of the bidders” (procurement officer).

Public sector employees do not always appreciate the corruption risks posed by an
undeclared and unmanaged conflict of interests in procurement (Case study 3). The
Auditor-General has reported that a conflict of interests declaration is not always
completed at the commencement of a procurement evaluation.?°

CASE STUDY 3:
Procurement improperly influenced by a manager with an undeclared and
unmanaged conflict of interests

An investigation conducted by the Commission established that a senior manager
in a public authority had engaged her husband to undertake works required

by the authority. The senior manager had been sent a copy of the authority’s
Conflicts of Interests guidelines and declaration form, although she had not
completed the form. It was only after the work was completed that the senior
manager declared her conflict, and admitted she had not obtained quotes. She
explained she had not realised at the time that there was a conflict; she thought
that no one would object to her husband doing the work, and she needed the
work done quickly.
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Some procurement officers explained that conflicts of interests are well managed in their
workplace. However, others stated that conflicts are declared but not managed. A conflict
of interests should be effectively managed by someone in a more senior role. Case
study 4 highlights the risks to procurement if a conflict of interests is declared, but not
managed.

CASE STUDY 4:
A conflict of interests is declared but not adequately managed

The Commission referred allegations to the Ombudsman that a public sector
procurement had been improperly influenced by a public sector employee with
a conflict of interests. The Ombudsman found that the employee had declared
that a company interested in tendering was owned by a family member. The
employee was excluded from the evaluation process, and evaluation panel
members were informed of the conflict.

However, the employee remained involved in administrative tasks related to

the procurement as directed by her supervisors. She had access to the tender
documents and communicated with tenderers. The Ombudsman concluded that
the conflict was insufficiently managed, and the employee should not have had
any involvement with the tender process.

The New South Wales Independent Commission Against Corruption has argued that
schemes giving preference to local suppliers may lead to unnecessary lobbying and
undeclared conflicts of interests.? The South Australian Industry Participation Policy
(SAIPP) is intended to assist South Australian suppliers. The scheme is overseen by the
Industry Advocate, who assists to protect the public sector procurement from the integrity
risks identified in New South Wales.
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Public authorities ensure that if a participant in a procurement discloses a
conflict of interests, a management plan is devised, documented, actioned and
monitored.

RECOMMENDATION 5
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Post separation conflicts of interests

Public sector procurement may be compromised by a post separation conflict of interests.
A procurement officer who has accepted employment with a supplier may use the period
in which they are still engaged in the public sector to benefit their new employer. Once
the employee takes up the new position, they may reveal confidential information and
manipulate relationships with previous colleagues to influence a procurement decision.

1SNAL ONIANG

Even in circumstances where a former procurement officer has not advantaged their new
employer, there may still be the perception that a procurement decision was improperly
influenced. Others may perceive that the contract was awarded to a specific supplier

in return for a personal benefit in the form of employment to the person making that
decision.

The Public Sector Code of Ethics for the South Australian Public Sector states that:

Public sector employees who leave the public sector to work with a non-Government
employer will avoid situations that would result in an unfair advantage for their new
employer. This holds particularly in the case where the employer is bidding for a
government contract or is competing for a grant or similar disbursement of public
moneys.??
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However, public authorities may benefit from further guidance on how to address post
separation conflicts. Steps should be taken to ensure that a public sector employee who
has accepted employment with a supplier who has bid for a contract with their former
agency is not able to access confidential procurement information. Public authorities may
consider auditing records accessed by departing staff to ensure that procurements have
not been compromised.

The Australian Public Sector Commission’s Values and Code of Conduct in Practice
suggests that public sector employees disclose conflicts of interests resulting from an
employee’s intention to leave the public service. Agencies may reallocate an employee’s
duties, move the employee to a different work area, or require the employee to take
temporary leave.?

The guidance suggests including a restraint clause in a request for tender. This clause
would prevent a supplier soliciting or engaging particular public sector employees during
the procurement process.?

Restraint clauses cannot be used unreasonably. There needs to be a legitimate interest
in imposing a restraint clause, such as preventing a departing employee from unfairly
influencing a procurement in their new employer’s favour. A restraint clause might
reasonably be applied to a procurement officer who is in direct contact with suppliers
or has a decision making role in a procurement. Restraint clauses need to be of a short
duration.

@000 00000000000000000000000000000000000000000000 @000 000000000000000000000000

Public authorities consider control measures to address post separation
conflicts of interests for public sector employees in high risk roles, including
exiting procedures, information access restrictions and monitoring, or the use of
restraint clauses where reasonable.

RECOMMENDATION 6

eeccceccccccccccssc e oo

@000 00000000000000000000000000000000000000000000 @000 000000000000000000000000





6 LININIINDOUd dOLD3S DITdNd NI SHSIH NOILdNIJOD
2 1SNl ONIANG





CHAPTER FOUR
GIFTS, BENEFITS

AND HOSPITALITY






N
00

-
(]
2
ox
-
[Y)
=
>
2
o

’_
z
L
=
L
[ag
>
O
O
[ag
o
(o
O
=
O
Ll
n
O
=
o
)
o
Z
%)
X
12}
o
z
©)
=
o
)
@
[ag
O
O

Chapter four:
Gifts, benefits and hospitality

A gift is anything of value offered to an employee above their normal salary or
employment entitlements. A benefit is preferential treatment, privileged access, favour
or other advantage. Benefits are usually intangible such as personal service and job
offers. Hospitality includes offers of meals, invitations to events, sponsored travel and
accommodation.?®

Accepting gifts, benefits or hospitality may damage the reputation of individual
procurement officers and public authorities, deter suppliers from bidding for tenders, and
erode public confidence in the delivery of public services.?® Even if not accepted, the
offer of a gift, benefit or hospitality by a supplier to a public sector employee involved

in procurement may be perceived as an attempt to unduly influence the procurement
Process.

Public sector employees soliciting gifts, benefits or hospitality can pose a serious
corruption risk. A review of New South Wales Independent Commission Against
Corruption investigations found that alleged corruption in procurement was usually
initiated by a public sector employee demanding cash payments or gifts in return for
manipulating the procurement process to favour a specific supplier.?’

Policies relating to gifts, benefits and
hospitality

PSSA's Gifts and Benefits Guideline states that:

Due to the high-risk nature of procurement and contract management, it is strongly
recommended that a gift, entertainment, or benefit; even when it has low or no value is
declined.?®

The Office of the Commissioner for Public Sector Employment’s (OCPSE) Gifts and
Benefits Guideline recommends that public officers use their judgement about whether
accepting a gift, benefit or hospitality gives the impression that decision making will be
unduly influenced.?® However, the Guideline does not recommend that public officers in
high risk roles, such as being involved in procurement, should refuse gifts, benefits and
hospitality.

@000 0000000000000000000000000000000 ©0000000000000000000000000000000000000000

The Commissioner for Public Sector Employment ensure that the Gifts and
Benefits Guideline is consistent with that provided by Procurement Services SA,
which recommends that public officers in high risk roles do not accept gifts,
benefits or hospitality

RECOMMENDATION 7
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Some public authorities have internal policies which state that gifts, benefits and
hospitality cannot be accepted during the procurement process (e.g. SA Health).*
However, not all internal policies contain this advice. One third (36%) of procurement

officers responded that their workplace had not provided training relating to gifts, benefits

and hospitality.

© © 0000000000 0000000000000000000000000000000000000000000000000000000000000000

Public authorities ensure that internal policies include advice regarding the
handling and recording of gifts, benefits and hospitality offered by suppliers in
high risk functions including procurement.

RECOMMENDATION 8
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Premier and Cabinet Circular PCO35 — Proactive disclosure of regularly requested
information requires departments to publicly disclose their agency’s gift registers every
month online. The registers assist in making transparent gifts, benefits and hospitality
offered to and accepted by public sector employees. Such disclosure does not always
occur.

© © 0000000000 0000000000000000000000000000000000000000000000000000000000000000

Public authorities ensure they are complying with Premier and Cabinet Circular
PCO35 — Proactive disclosure of regularly requested information, including
publication of information on agencies’ websites.

RECOMMENDATION 9
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Most suppliers (61.2%), especially larger suppliers, stated that they have an internal gifts,
benefits and hospitality policy. Small suppliers may lack the resources to put together
comprehensive internal policies relating to probity in procurement. The project team
understands that PSSA is considering developing and implementing a Code of Conduct
for all suppliers. Some other jurisdictions have such codes in place

© © 0000000000 0000000000000000000000000000000000000000000000000000000000000000

Procurement Services SA continue its development and implementation of a
Code of Conduct for suppliers.

RECOMMENDATION 10
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PSSA's guideline on gifts and benefits appears to have made some impact. Several
respondents stated that they had witnessed public sector employees with procurement
roles accepting gifts in the past. However, more recently gifts were being refused. The
majority (86.9%) of procurement officers who responded to the survey agreed that they
are not allowed to accept gifts, benefits or hospitality when involved in a procurement.
Fewer suppliers stated that they offer gifts to public sector employees involved in
procurement compared to Victoria and New South Wales.>?
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CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Gifts, benefits and hospitality may create a
conflict of interests

The acceptance of a gift, benefit or hospitality by a public sector employee may create a
conflict of interests and the expectation that the public sector employee will reciprocate.®
Offering a gift may be the first step in a grooming process, which can lead to improper
conduct (Case study 5).

CASE STUDY 5:
Suppliers use incentives to improperly influence procurement®

In May 2010, the South Australian Crown Solicitor’s Office received information
from the Western Australian Crime and Corruption Commission regarding
improper purchasing of toner cartridges by Western Australian state government
agencies. The South Australian state government established a Procurement
Working Group to examine allegations that suppliers had been persuading public
sector employees to purchase printer cartridges at inflated prices in return for
gifts. Public servants were found to have spent $1.25 million on overpriced office
supplies in return for gifts and benefits. These included gift cards, iPads and
iPods, notebook computers, digital cameras, a television, MP4 player and game
console. Some public officers were cautioned while others had their employment
terminated, and one public officer pleaded guilty to charges of failing to act
honestly while a public sector employee.

Procurement officers may not be sufficiently aware of these risks. One in three
procurement officers (34.7%) was unaware that suppliers may offer gifts, benefits and
hospitality in order to influence a procurement decision.

Respondents were asked what types of gifts, benefits or hospitality may be offered by
a supplier to a public sector employee involved in procurement. Many offers were low
value, such as a cup of coffee or box of chocolates. However, even trivial or token gifts
can have an unconscious influence on a procurement decision.

Procurement officers and suppliers described items of greater value such as meals,
accommodation and travel. Tickets to events were the most frequently mentioned
benefit, including corporate tickets to events accompanied by hospitality. A few
procurement officers described suppliers offering cash payment, employment, to
perform work at an employee’s house for free, and paid holidays including travel and
accommodation for an employee and their family.





Culture of entitlement

A lack of adherence to policies and procedures relating to gifts, benefits and hospitality
may encourage a culture of entitlement to develop in an agency. The Tasmanian
Integrity Commission has observed gifts and benefits being accepted but not declared
during procurements.*® The Tasmanian public sector was described as being at risk of
developing a culture where public sector employees believed that gifts were a ‘reward’
for their ‘hard work’, and the risks associated with gifts and benefits were overlooked.

A few procurement officers believed that they should be entitled to gifts, benefits or
hospitality.

[7[7 “Be nice to be offered something considering all the goodwill we give”
(procurement officer).

“Politicians and management line up future $300,000 per annum jobs by creating
huge projects for their industry friends but hammer a lowly public servant for once
getting a $300 iPad with printer cartridges they needed anyway” (procurement
officer).

A culture of entitlement may develop when procurement officers attempt to justify
improper behaviour. Procurement officers described circumstances when they
considered that accepting a gift, benefit or hospitality was acceptable. These included
accepting a gift as if it was:

entered into the gifts register
declared and shared with the team

accepted in front of someone else

approved by a senior executive

>
>
>
» valued at less than $50
>
» not intended to “obviously influence” the employee accepting the gift
|

not perceived to create a conflict of interests.

A sense of entitlement may lead to public sector employees soliciting gifts, benefits

or hospitality. One supplier described having been asked for employment during the
procurement process by a probity advisor. Another described hearing rumours of public
sector employees soliciting consultancy work during a procurement.

A culture of entitlement may develop if senior leaders are poor role models. Some
procurement officers observed that senior leaders in their workplace accepted gifts,
benefits and hospitality.

“CEOs and executive were regular [sic] provided with concert tickets. They were
disclosed but because it was a senior member of staff it was somehow deemed OK.
It wouldn’t be OK if it were a junior member, but surely the more senior staff member
(and decision maker) accepting the tickets carries more risk” (procurement officer).
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The consequences of allowing a sense of entitlement to take root and then grow into a
culture of bribery and solicitation are highlighted in Case study 6.

CASE STUDY 6:
Culture of accepting bribes becomes entrenched in a Western Australian
department®’

An investigation by the Corruption and Crime Commission, Western Australia,
found that senior public officers had received lavish gifts and benefits in

return for awarding contracts to favoured suppliers. Over a period of six to ten
years, suppliers spent $125,000 on lunches for public sector employees. Two
executives received more than $150,00 of personal travel, including interstate
and overseas travel with business class flights, and renovations to their personal
residence. Suppliers recouped the considerable sums spent to secure contracts
by inflating invoices.

Other staff in the department were aware that bribes were being sought and
paid, but the behaviour was not openly questioned and warning signs were
overlooked. As a result, a culture of bribery and fraud flourished. Some staff did
not speak out as they were worried about their jobs. Others were groomed by
suppliers.

One such target was courted with expensive lunches at the same time as he
was making decisions to award work and approve invoices. This public officer
received $5,000 of restaurant meals from one supplier over a one year period.





CHAPTER FIVE
MISUSE OF

INFORMATION
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Chapter five:
Misuse of information

The improper disclosure of confidential procurement information may confer an
advantage to a favoured supplier. For instance, a public sector employee may improperly
disclose a supplier’s pricing to a competing supplier who then adjusts their bid. Misuse

of information may also entail the unequal provision of information to potential tenderers.
This may involve providing information to a favoured supplier, and withholding information
from others.

Policies for protecting confidential tender
iInformation

PSSA's Sourcing Policy states that public authorities should manage the security and
confidentiality of documents, and prevent unauthorised access to and dissemination of
commercial-in-confidence information. All participants in a procurement evaluation are
required to complete a confidentiality agreement prior to commencing an evaluation.
All interested tenderers are to be provided with the same information during the
procurement process, including responses to requests for information.®

The Code of Ethics for the South Australian Public Sector requires that public sector
employees do not access, or attempt to access, official information except in connection
with the performance of their duties, and that they will not disclose official information
without authority.®

Several respondents suggested that the misuse of confidential procurement information
had decreased in the past twelve months. A few suppliers commented that the SA
Tenders and Contracts website helps ensure that all interested suppliers receive the
same information about tenders. Several procurement officers commented that there
are sufficient policies and procedures in place to ensure that confidential procurement
information is handled appropriately.

“While not perfect, the system to manage these issues is much more robust these
days” (procurement officer).

There is a process to follow and probity advice is sought on all complex and
strategic procurements. The risk of this happening while following process is
minimal” (procurement officer).





Despite these positive comments, there is room for improvement. Approximately

one in four procurement officers (27.2%) stated that they were not required to enter

a confidentiality agreement during a procurement process. More than one third of
procurement officers (38%) stated that they had not received training relating to handling
confidential tender information. The need for training was raised by some procurement
officers.

[7[7 ‘I have never had any formal training in managing confidential information. | am very
aware of confidentiality due to my years of experience as a public sector employee

but have never had any formal training or discussions with management in my time

at my current department. It seems to appear as if we should know right from wrong,
rather than being trained formally” (procurement officer).

Leaking of confidential procurement
information

One in four suppliers (26.5%) and one in ten procurement officers (9.9%) believed that
confidential procurement information was highly or extremely vulnerable to being
improperly handled. A similar proportion of suppliers (23.5%) stated that they have
suspected that confidential procurement information has been disclosed to competitors
prior to the closing of a tender. These findings are similar to those in other jurisdictions.*

Lack of experience or training was the most common explanation for confidential
information being improperly given to a supplier during a procurement. However, several
respondents described incidents where they believed confidential information had been
deliberately leaked.

One supplier alleged that a procurement officer had intentionally disclosed confidential
tender information to a competitor during the procurement process in exchange

for being given employment with the successful contractor. A procurement officer
described a public sector employee deliberately providing a friend with confidential
tender information to assist the friend to win a contract. The Commission has received
allegations that a public sector employee involved in a procurement improperly disclosed
confidential information (Case study 7).
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CASE STUDY 7:
Confidential tender information is disclosed due to an undeclared and unmanaged
conflict of interests
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The Commission received allegations that a procurement had been improperly
influenced by a public sector employee who had an undeclared conflict

of interests with the successful tenderer. The agency had conducted an
independent review, which found that the preferred tender did not align with

the scope provided in the call for Expressions of Interest. The person who had
responsibility for the procurement had failed to declare that she had a long term
friendship with the preferred supplier. She had disclosed information about the
bid to that supplier, and engaged in direct negotiations prior to the opening of the
Expression of Interest process. Following the review, the procurement process
was halted and needed to be redone.

© © 0000000000 0000000000000000000000000000000000000000000000000000000000000000

Public authorities conduct regular audits of staff permissions, access and use of
confidential procurement information to identify patterns of unusual activity or
instances of misuse.

RECOMMENDATION 11
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Unequal provision of information

One in three suppliers (33.6%) and one in four procurement officers (26.5%) considered
that public agencies were highly or extremely vulnerable to giving unequal information
to suppliers during a tender. These results are comparable with perceptions in other
jurisdictions.*

Most comments from procurement officers suggested that the unequal provision of
confidential tender information occurs inadvertently. For instance, a procurement officer
may be unaware that if one supplier asks a question then all suppliers need to be
informed of that question and answer.

Several procurement officers suggested that some suppliers deliberately attempt to
obtain information that is not made available to their competitors.

[7 “Where working relationships with suppliers has already been formed through
existing contracts, it's possible that suppliers try to seek information from those
people, rather than the procurement contact. Most staff members have been
reminded or advised that all requests need to go to the contact person, however
I've experienced tenderers asking questions to other staff members” (procurement
officer).

“Some bidders believe it is acceptable to approach Ministerial level people to
discuss open procurements. Ministerial staffers need to be educated as the probity
risks this involves and be taught how to manage accordingly” (procurement officer).

A few suppliers described instances where they had suspected the intentional unequal
provision of information. Those largely consisted of allegations that specific suppliers
were preferentially provided with information about tender requirements, and that
procurement officers met with favoured, rather than all, suppliers.

HH “There appears to be a serious inequality in the level of communication with
suppliers... It was observed that one organisation had 3 meetings and opportunities
to change tender information each time prior to it closing. We did not receive a
single meeting, nor feedback that was provided to that particular organisation and
should have been accessible for other applicants” (supplier).

“Only a few select providers were called in to shortlisting meetings ... Was provided
information the other tenders have not been and have been given an unfair
advantage to negotiate their rates” (supplier).
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Intellectual property in procurement

Several suppliers described having used their intellectual property as part of their

bid, only to have lost the tender and have their intellectual property provided to the
successful tenderer. Those suppliers expressed surprise and disappointment that this
happened. For several suppliers, the fact that the successful tenderer was contracted
to provide a product that the unsuccessful supplier had initially developed, fueled their
suspicion that the contract was not won fairly.

UH “Often the tender is based on the (stated confidential) IP of the provider offering it
in good faith, and the contract (with our IP) goes to a competitor. We have stopped
discussing our methodology with some agencies because we know our IP will be
stolen” (supplier).

PSSA’s Intellectual Property Guideline covers rights to intellectual property that may arise
during the evaluation of a tender and once a contract has been entered. *> However, the
guideline does not explicitly discuss the ownership of intellectual property prior to the
execution of the contract, or explain how a supplier’s intellectual property will be handled
or protected.

© © 0000000000 0000000000000000000000000000000000000000000000000000000000000000

Procurement Services SA consider the need for guidance on the proper
management and protection of intellectual property during procurement
processes. .
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Chapter six:
Type of procurement

Corruption risks vary depending on procurement type. Types of public sector
procurements range from open market approaches where any interested supplier can
tender, limited market approaches where certain suppliers are invited to tender, direct
market approaches where a public authority approaches a single supplier, to unsolicited
approaches where suppliers put new proposals to public authorities.

Open market approaches

Open market approaches were seen to be the least vulnerable to corruption. This is
unsurprising as an open market approach is the most transparent type of procurement.
However, this does not mean that open market procurements cannot be corrupted.

Some suppliers believed that open market tenders may be manipulated by writing
specifications to unduly favour a particular supplier.

[7 “Occasionally it appears that preferred suppliers have been approached in advance

of a tender and the tender specification is steered towards that suppliers specific
offering” (supplier).

“Some tender specifications are written in such as way as to favor particular
products or services. This tendering practice results in the exclusion of other
products and services” (supplier).

Case study 8 demonstrates how specifications can be improperly manipulated.

CASE STUDY 8:
A public officer inappropriately manipulates procurement specifications®

The New South Wales Independent Commission Against Corruption established
that a public officer had dishonestly awarded contracts to favoured suppliers in
return for financial benefits. He did so by improperly assisting favoured suppliers
to be appointed to suppliers’ panels, manipulated the tender specifications so
that they advantaged the favoured suppliers, and assisted them to write their
submissions. This included misrepresenting the experience and technical skills
of one of the suppliers and adding reports plagiarised from other suppliers. The
public officer dishonestly declared that he did not have a conflict of interests with
those suppliers.





The South Australian Industry Participation Policy Procedural Guidelines states that
public authorities should ensure specifications are clear and comprehensive but

not discriminatory by using Australian standards or standards regularly applied in
Australia. References to a specific brand or product should only be used in exceptional
circumstances, and should allow for an equivalent product.** However, several
respondents suggested that some agencies were insisting on specific brands without an
equivalent in order to favour a particular supplier.

Direct market approaches

A direct market approach involves a public authority negotiating a contract with a single
supplier. The PSSA's Procurement Planning Policy states that a direct market approach

should not be used for convenience or to avoid competition. A direct market approach

must ensure that the procurement outcome provides value for money and is compliant

with procurement policies and procedures.*®

A direct market approach was seen by respondents to be the procurement type most
vulnerable to exploitation. Procurements involving a public authority repeatedly using the
same supplier were especially perceived as suspicious.

[7[7 “There is a perception that the [agency] never go out to the open market for
tenders and favour a select few (usually the same 3). Some of the employees have
worked at these companies or have spouses that work there. It is very difficult for
a company to get an opportunity to tender. | don’t think that value for money is
obtained by not testing the market” (supplier).

The market approach used in procurements valued above $55,000 is recorded in the
Procurement Activity Reporting System (PARS). Analysis of the PARS data shows that
some agencies use direct market approaches for the majority of their procurements.
These agencies may have legitimate reasons for not using open market procurements.
However, agencies should be aware of potential corruption risks if open market
approaches are not used. The reasons for utilising a direct market approach should be
documented. Documentation will assist a public authority to defend the integrity of a
direct market approach should it be questioned.
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Panel and multi-use list procurements

A panel contract is a form of standing offer with multiple suppliers for anticipated goods
or services. A panel contract may be established by an agency for its own use, by a lead
public authority for use by other public authorities (e.g. government schools), or by a lead
agency to address an across government need (e.g. an ICT panel).®

A multi-use list contains suppliers who have met established criteria and will be required
to meet additional criteria during the formal procurement process. Prequalification
provides an early indication of suppliers’ capability and capacity. Prequalification is a
first step in performing due diligence, but it should not be the only means of verifying a
supplier’s capacity.

Panels and multi-use lists have been used as a protection against procurements being
unduly influenced.* For instance, an across government panel for stationary contracts
was introduced following the misuse of incentives by suppliers to encourage public
sector employees to order unnecessary toner cartridges at inflated prices.*

However, some suppliers believed that the decision to include a supplier on a panel
could be improperly influenced. Other integrity agencies have reported on corrupt public
sector employees improperly assisting a supplier to gain a position on a panel, and
subsequently favouring that supplier to win contracts, in return for kickbacks.*®

Some suppliers expressed disappointment that they had not received work from a panel
contract. This may be due to misunderstanding that being on a panel does not guarantee
a supplier will receive work. However, it is possible that a procurement officer improperly
favours one supplier on a panel. Public authorities should consider auditing contracts
awarded to panel providers to protect against improper favouritism.

The use of panel or multi-use lists can be mandated, with exemptions permitted only in
limited circumstances.®® The use of a supplier who is not on the mandatory list may be an
indicator of improper conduct (Case study 9).

CASE STUDY 9:
A public sector employee improperly procures an unregistered supplier

The Commission received allegations that a public sector employee had
deliberately not used a pre-qualified supplier in circumstances where their use
was mandated. The allegations were referred to the relevant public authority.™
The public authority subsequently found that the employee was aware that
the supplier was not registered as an approved supplier, but contracted them
anyway. The employee had also split the procurement into three parts so that
it would fall under the threshold for governance under the state government’s
procurement policy.





i
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Some suppliers believed that panels are misused to award contracts to a favoured
supplier.

1SNdL ONIANG

Hﬂ “The ‘Panel’ contract waits until a contractor that [the public authority] ‘like’ finishes
their works before issuing out further packages” (supplier).

“There are some departments and agencies who have had the same supplier for
years, and do not go out to the market to seek quotes from other suppliers on the
panel” (supplier).

“Panel contracts are often easily manipulated and a way to keep the same vendor(s)
engaged. It's easy to establish an agency panel and limit the field of view and
innovation that may be achieved through casting the net wider” (supplier).
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Entities that control panels and multi-use supplier lists vet new suppliers,
regularly review existing suppliers on a panel or list, and remove suppliers if
they no longer fit relevant criteria or conditions.
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Unsolicited proposals

An unsolicited proposal is an offer to provide unique or innovative goods or services
made to a public authority by a supplier on their own initiative, rather than being
formally requested. PSSA explained that unsolicited proposals from incumbent suppliers
are common. However, such an offer is not always understood by the parties as an
unsolicited proposal. This creates the risk that unsolicited proposals are not identified as
such and do not follow due process.

Unsolicited proposals valued at more than $3 million for infrastructure projects or

$1 million for non-infrastructure projects are assessed under guidelines set out in

the Premier and Cabinet Circular PCO38 — Unsolicited Proposals.> Such proposals
should be submitted to the Department of Treasury and Finance and assessed by the
Unsolicited Proposals Committee, rather than being assessed as procurements under the
Framework.

Under the PSSA's Unsolicited Proposals Schedule, suppliers need to provide an initial
proposal which, if accepted, is followed by a detailed proposal.>® Proposals will only be
accepted if they are compliant with PSSA's Procurement Planning Policy.>*

The importance of following due process is highlighted in Case study 10.

CASE STUDY 10:
Unsolicited proposal does not follow due process

The Commission’s report, Yes Minister, discusses an investigation of allegations
that a minister had improperly used his position to arrange a contract for a
personal associate. The minister received an unsolicited proposal from a
business owner which did not offer value for money for the public sector. The
minister referred the bid to the relevant agency, where the Chief Executive and
other senior executives rejected the proposal. While there was no evidence that
the referral came with an expectation that the proposal would be accepted, the
Chief Executive had been placed in a “difficult position.”®®

The referral of an unsolicited proposal through personal connections with a
minister raises the risk of preferential treatment, or at least the perception of
preferential treatment. The proposal should have been assessed in accordance
with the PSSA's Unsolicited Proposals Schedule, which requires the proposer to
have put an initial proposal to the agency, rather than approaching a minister.





Incumbent suppliers

An incumbent is a supplier with a preexisting contract with a public authority. An
incumbent may have a legitimate advantage over a new bidder. Their experience may
mean they can deliver goods and services at a lower cost than a new supplier, have
staff in place, own necessary equipment and assets, understand the public authority’s
needs, have a reasonable working relationship with the public authority, or offer a unique
product.>®

However, an incumbent may have an unfair advantage over competitors if a procurement
decision is based on expedience rather than value for money. A quarter of procurement
officers (24.5%) and approximately a third of suppliers (36%) believed that there is a high
or extreme risk that existing suppliers are unfairly advantaged in procurements.

HH “Current knowledge of the organisation a benefit to the re-engagement. Less time
spent learning about the organisation. No onboarding required, systems and polices
understood” (procurement officer).

“Hard to find better value for money given a new contractor would need to be
inducted and security checked to begin work and existing contractor could continue
on as is” (procurement officer).

Some procurement officers stated that an incumbent was reengaged due to a lack of
planning or capacity.

HH “|' was advised that the timeframe to ‘go to market” was too tight & that we needed
to use the same contractor” (procurement officer).

New suppliers may be deterred from bidding if an incumbent has repeatedly won tenders
with the public authority.>” Some suppliers stated they had not bid for a tender as they
believed the incumbent supplier would be favoured.

“Have not bid as it is an expensive process and believe the way the tender was
written they were just going through the process and directly awarding back to the
current supplier” (supplier).

“We do not bid on projects where a single supplier has repeatedly secured ongoing
work at the same site location for any particular government agency. There are
frequently assessment questions on ‘understanding of the project’, ‘understanding
of the site’, ‘relevant previous experience’ all of which can unduly benefit repeat
appointment of the same supplier” (supplier).
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Public authorities should be aware of integrity risks that may arise when an incumbent

is reengaged. An incumbent may be unfairly advantaged by being asked to provide
information to be used in the procurement process. They may have access to confidential
tender information that is unavailable to other suppliers or have access to systems where
confidential tender information is stored. An incumbent may be unfairly advantaged if the
specificiations substantially describe the incumbent’s experience, capability or business
operating model.%®

An incumbent and a public sector employee may have developed such a strong working
relationship that it becomes a conflict of interests. Public sector employees involved in
procurements need to be aware of suppliers attempting to exploit an existing relationship
(Case study 11).

CASE STUDY 11:
Public officers may be perceived to favour an incumbent supplier

The Commissioner referred allegations to the Ombudsman that an incumbent
supplier had been given an unfair advantage over other bidders for a new
tranche of an existing product. The allegations involved public sector employees
involved in the procurement partaking in an overseas study tour arranged by the
incumbent. It was alleged that the incumbent was unfairly advantaged as they
used the trip as an opportunity to demonstrate a similar product developed for an
overseas agency. The incumbent did not win the contract, although the outcome
did not eliminate the possibility that the procurement had been improperly
manipulated.

The Ombudsman found that the incumbent was aware that the trip could
potentially influence the procurement in their favour. They had provided the
employees with an initial itinerary, and had hoped to share travel arrangements.
While overseas, the employees attended some meetings with the incumbent.
They also attended an office lunch at the incumbent’s overseas office while
rejecting offers of lunch or dinner with another supplier who was intending to bid.

The employees claimed that they had taken steps to prevent the incumbent
from influencing the procurement. They arranged the final itinerary, travel and
accommodation separately, and met with other stakeholders during the trip.

The Ombudsman found that the public officers had not committed misconduct.
However, the employees could have been more circumspect in their dealings
with the incumbent to prevent perceptions of favouritism. The trip was not urgent,
and the Ombudsman queried why it was not postponed until the tender process
was complete.

Parties involved in a reengagement should declare and manage conflicts of interests.
An incumbent who intends to bid for a new procurement should not be involved in
developing procurement material, such as specifications. Information made available to
the incumbent should be made available to all suppliers. If possible, contract managers
should be regularly rotated and the contract manager should not be on the evaluation
panel. If the contract manager is on the evaluation panel, their contribution should be
given after other members %
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Chapter seven:
Process integrity

The Framework establishes policies and processes which, if followed, should assist

in mitigating corruption in procurement. However, if the process for conducting a
procurement is not robust, procurement becomes vulnerable to being manipulated by
someone with improper intentions.

Planning a procurement

The Framework requires public authorities to plan procurements before they are released
to the market to ensure that procurements achieve best value for money.®® Only a small
proportion of procurement officers (5.2%) and suppliers (8%) considered procurement to
be vulnerable to corruption risks during the planning stage. However, procurement can
be corrupted if planning is inadequate. These risks may be underestimated.

Poor planning may result in frequent changes to a procurement’s scope. This may create
an opportunity for a dishonest supplier to charge for work that is not needed.®' Poorly
written tender documents may be exploited by an unscrupulous supplier.

[7 “Poorly written tender that requested items well and above its offered contract
budget that ultimately got awarded to a company, but likely has had its specification
extensively modified to suit said company without re-releasing the tender with the
revised specification for others to quote on. At least that’s our perception as to what
has occurred” (supplier).

The time and documentation required in the planning stage was seen by some
respondents as onerous.

“The process to get a new acquisition plan approved and open a tender and assess
tenders takes a huge amount of time because of all the micro steps and re-work
and double handling, so the decision was made to vary the original contract to
include the new scope” (procurement officer).

However, others expressed frustration at the lack of attention paid to the initial stages of a
procurement.

UH “There is need for training to the Executives who approve the Acquisition plan to
comply the policies” (procurement officer).

“Review and approval of Acquisition Plans not given due care and attention by
correct persons” (procurement officer).





Variations and extensions

Poorly planned procurements may be vulnerable to the improper use of variations or
extensions. A variation involves a change to the established contract. An extension allows
the contract to go beyond its expiry date. PSSA's Contract Extensions and Variations
Guideline stipulates that an agency may extend a contract by exercising an option written
into the contract, or if an option does not exist, by parties agreeing to extend the expiry
date.

Several Commission investigations have involved a public sector employee failing
to obtain required approvals for variations. One involved the granting of extensions
despite the contract not containing any extension options. Another noted the failure
to appropriately document variations. These problems have been observed in other
jurisdictions.®?

Contracts above $55,000 must be reported in PARS.®® This includes contracts where
variations have increased the contract value above the threshold. A small number of
agencies were responsible for a high number of variations. Agencies need to be aware
of the corruption risks associated with the misuse of variations. Variations should only be
used where necessary and in line with procurement policies and procedures, and not for
expediency.

Feedback from those who have attended corruption risks in procurement masterclasses
run collaboratively by the Commission and PSSA suggests that corruption risks arising
from the improper use of variations are not well understood:

[7 “Use greater scrutiny in doing a variation to extend an existing agreement”
(masterclass attendee).

“The training highlighted variations for me. | believe Variations can be a weak link
that could be exploited” (masterclass attendee).

There is currently no requirement for public authorities to report variations to the Office of
the Industry Advocate. A variation may impact upon an Industry Participation Plan without
the Office of the Industry Advocate being made aware of this outcome.
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Evaluating tenders

PSSA's Evaluation and Planning Guideline requires public authorities to have an
evaluation plan.®* The guideline recommends that members of the evaluation team
have the capability to understand the tender. The team should consider and document
conflicts of interests, security of information, management of late and alternative offers,
and the process for clarifying offers.

Approximately one fifth of procurement officers (19.9%) claimed to have observed certain
suppliers being improperly favoured when evaluating bids. Respondents perceived
evaluation panels to be more vulnerable to unconscious bias than explicit favouritism.
Respondents suggested that favouritism could be avoided by:

» panel members being trained on addressing unconscious bias
» an external member included on evaluation panels for high value procurements
» exclusion of members with pre-existing relationships with tenderers

» panels being chaired by a procurement professional.

Several respondents made comments regarding integrity breaches that go beyond
unconscious bias. One procurement officer described witnessing a senior manager
improperly overturning an evaluation panel’s decision. Several suppliers involved in
separate procurements believed that someone on the evaluation panel had favoured a
tenderer with whom they had common interests.

A few suppliers perceived that a procurement had been improperly influenced by an
undeclared conflict of interests. This included one supplier who claimed that during
the debrief they were told by an evaluation panel member that the evaluation panel’s
decision was overturned by someone in a “higher” position.





Open periods

PSSA’s Sourcing Policy requires that suppliers are given sufficient time to prepare a high
quality bid.®® Just over half of suppliers (55%) surveyed believed that they had sufficient
time to prepare their most recent bid. Short opening periods may favour a preferred
supplier, particularly an incumbent supplier.

PSSA's Sourcing Policy allows for an extension to a procurement opening period only in
limited circumstances.®® Preferential treatment of suppliers regarding accepting late bids
can confer an unfair advantage (Case study 12).

CASE STUDY 12:
Public sector employee improperly favours a supplier by accepting a late tender

The Commission received allegations that a procurement officer working for

a local council had reopened a tender upon request from a certain supplier,
and had done so without notifying his CEO or receiving approval. Competing
tenderers were not offered an extension. The public officer argued that the
supplier had not received preferential treatment as other tenderers could have
requested an extension. However, the tender had been advertised on the SA
Tenders website, which clearly stated that late bids would not be accepted.
The supplier who had received the extension was awarded the contract. It was
alleged that the public officer had an undeclared conflict of interests with the
successful supplier.

Several suppliers explained that they had worked hard to ensure that their tender was
submitted on time, only to discover that a competing supplier had successfully applied to
have the closing date extended. A few suppliers expressed frustration at having the due
date changed multiple times, and several believed that a preferred supplier may have
received favourable treatment.
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Failure to segregate duties

Corruption may occur if a single employee has end-to-end control over a procurement,
especially if this control is exercised without sufficient supervision (Case study 13). The
failure to ensure separation between decision making at each stage of the procurement
may make corruption difficult to detect.

CASE STUDY 13:
Failure to adequately segregate procurement and financial duties results in improper
procurement

The Commission received allegations that a purchasing officer for a local

council had entered into a large number of contracts with a single supplier
without following proper processes, including for contracts that exceeded their
financial delegation. A review conducted by the Council found that inadequate
segregation of purchasing and payment functions had allowed a single public
officer to commission and authorise Council contracts without having followed
relevant policies and procedures. The contracts were for services that were
beyond requirements and at premium prices. The review noted that under-
resourcing and a lack of centralised control of the Council’s procurement function
had created an opportunity for the exploitation of procurements.
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Public authorities consider and limit public officers’ discretion over
procurements and financial decision making, and ensure appropriate
segregations and separations are in place.

RECOMMENDATION 14
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Exceeding delegated authority

PSSA's Governance Arrangements Guideline allows a public authority’s Chief Executive
to delegate procurement authority to any public officer within their department.®’
Commission investigations have found that public sector employees have exceeded their
procurement authority, sometimes with detrimental consequences for the public interest.
In some instances, the employee was unaware of the need to obtain proper authorisation
(Case study 14). Allegations have also been investigated that delegated authority has
been intentionally exceeded.

CASE STUDY 14:
Public sector employee exceeds her delegation to sign a contract that does not offer
value for money

The Commission received allegations that a public sector employee had
exceeded her delegation authority by signing a contract for the provision of
services. It was further alleged that the public sector employee had executed the
contract without undertaking prior financial assessment and without consulting
the agency’s CEO, Chief Financial Officer or her manager. The procurement did
not provide value for money, and the agency suffered a substantial financial loss
due to the contract.

Dealing with unsuccessful tenderers

PSSA’s Supplier Debrief Guideline requires that tenderers are informed of the
procurement outcome and given an opportunity to receive feedback.®® Debriefs are
important to ensure accountability and provide the public authority an opportunity to
demonstrate that the procurement was conducted fairly. Public sector employees may
be reluctant to provide feedback as they lack confidence or an understanding of probity.
A public sector employee who is reluctant to provide feedback to suppliers may also be
trying to hide improper behaviour.

Some suppliers claimed they were not offered a debrief. The failure to provide sufficient
feedback may lead unsuccessful suppliers to become suspicious that the procurement
decision was unduly influenced.

“By the way the tender was written, this confirmed my suspicions that the contract
had been awarded before it even went out to tender. Mates, for mates ... To this
date, | have had no correspondence advising me of any result” (supplier).
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Record keeping

Good record keeping is essential to maintaining accountability and transparency, and
may be useful to address questions about a procurement’s integrity. Good record
keeping may deter corruption by increasing the likelihood that improper conduct will be
detected, as explained in the Commission’s evaluation of the City of Playford Council:
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While it may be the case that each procurement was attended to with great care, the
absence of important, available and auditable records relevant to the procurements
puts the council at risk of assertions of unfair and unethical processes. Moreover there
is a real risk that an individual or individuals will take advantage of lax processes to
engage in impropriety with little chance of detection.®®

PSSA's Procurement Governance Policy requires that accurate records are kept for all
stages of the procurement processes and decisions are documented. Documentation
should be sufficient to allow for auditing or other review.”®

Most procurement officers (80.9%) responded that the process for their most recent
procurement was well documented. However, Commission investigators have found
that documentation in relation to public sector procurement is not always adequate. The
Auditor-General has also observed that public authorities do not always keep adequate
documentation. This includes public authorities not maintaining a record of contact and
interactions with potential tenderers, actions taken to manage a potential conflict of
interests, the assessment of probity, and how bids were assessed.”

© © 0000000000 0000000000000000000000000000000000000000000000000000000000000000

Public authorities conduct regular audits of procurement record keeping,
including ensuring that all procurement decision making is documented with
reasons, and relevant written and verbal communication with suppliers is
recorded.

RECOMMENDATION 15
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Chapter eight:
Capability

Public sector employees involved in procuring goods and services require sufficient
procurement knowledge and skills to perform their jobs competently. PSSA's Capability
Development Strategy 2021-23 sets out the South Australian government’s commitment
to developing “a highly qualified, technically skilled workforce of procurement and
contract management professionals.””? This involves assisting procurement leaders to
develop the skills necessary to undertake their roles, and public authorities to attract and
recognise skilled procurement staff.

Lack of capacity

Some procurement staff specialise in procurement, and have significant experience and
relevant professional qualifications.” Suppliers described these procurement officers

as having an excellent understanding of procurement processes including probity
requirements.

Other public sector employees may perform procurements occasionally and alongside
other duties, and may not have relevant professional qualifications in procurement.”
Procurement officers who are infrequently involved in procurement were less aware of
corruption risks in procurement compared to those with more experience.”® Procurement
officers who are not well versed in integrity risks may be manipulated by a supplier with
nefarious intentions (Case study 15).

CASE STUDY 15:
Misguided public sector employee allows neighbour to improperly secure a contract’

The Western Australia Corruption and Crime Commission found that a project
director had mishandled the procurement of specialised equipment. Several
potential suppliers were identified, and the project director had some queries
about a Chinese-based supplier. The project director asked his neighbour,
who was also a long term friend, for advice as he had previously procured an
unrelated product from China for another government agency. The neighbour
offered advice on purchasing. He recommended the project director bypass
the Chinese supplier and purchase the equipment directly from a Chinese
manufacturer, and offered to help translate.

The project director invited his neighbour’s wife’s company, in which his
neighbour was a shareholder, to bid. The project director disclosed draft
documents and the details of another bidder to his neighbour. The company

was preferentially allowed an extension to complete tender documentation.

The company won the bid despite failing the financial capacity assessment. The
project director was on the evaluation panel. He declared that he had no conflicts
of interests.
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The procurement cost approximately $1 million. The equipment that was
eventually purchased was defective and unusable. The agency considered
selling it for scrap valued at about $24,000. While not corrupt, the project director
was described as misguided, naive, and insufficiently aware of confidentiality
obligations and requirements to declare conflicts of interests. Inexperienced
procurement and contract management staff aided the project director’s conduct
and contributed to the poor procurement outcome.

1SNAL ONIANG

Several suppliers related experiences of dealing with a succession of newly-appointed
procurement officers, and subsequent poor communication and delays in decision
making. Those suppliers described the procurement process as “chaotic” and “a
shambles.” High staff turnover and a lack of expertise can reduce personal responsibility
and accountability, and leave procurements vulnerable to corruption.”

An evaluation panel that lacks sufficient understanding of the product being procured
may award a contract to the lowest bidder, rather than the bid that offers the best

value for money. Underpriced tenders may result in underperformance and excessive
variations, and not provide the greatest economic benefit realisation for South Australia.
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PSSA’s capability development strategy will assist public authorities to undertake
procurements competently. However, small agencies may continue to struggle to support
their procurements. PSSA conducts procurements on a cost recovery basis for agencies
that require additional assistance. This approach may provide a more viable solution to
building capacity.
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Procurement Services SA consider expanding its capacity to assist agencies
that require additional support to undertake procurements, especially where
that assistance would help safeguard procurements from impropriety.

RECOMMENDATION 16
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Information and communication technology
procurement

The need for procurement officers to have appropriate skills and expertise is most
acute in complex procurements such as in the supply of information and communication
technology (ICT) services.”

HH “The procurement for software solutions is complex and there will always be some

vendors who know much more than others about the requirements and tender. In
fact, the tender often doesn’t supply a lot of the finer detail and a lot of assumptions
need to be made. This adds risk which may increase price for those who are not
very familiar with the detail within the business requirements” (supplier).

The Commission has received allegations about improper ICT procurements
(Case study 16).

CASE STUDY 16:
Procurement officer’s lack of experience compromises an ICT procurement

The Commission received allegations that a public authority had not followed
proper processes in relation to an ICT project procurement. An investigation
conducted by the public authority did not find evidence of improper conduct.
However, it highlighted how the integrity of an ICT procurement can be
compromised if the procurement team lacks sufficient resources and expertise.

The procurement was initially intended to secure an off the shelf software
product. When no such product was available, the need for a bespoke product
resulted in the procurement becoming complex. The procurement team did not
sufficiently understand the business requirements of a complex ICT product, and
awarded the tender to the lowest priced bidder. The procurement team did not
adequately assess whether the product would fit specification, or the supplier’s
ability to deliver. As a result, the project was considerably delayed and incurred
additional costs.

ICT procurements can be for high value, long term goods and services, and can include
numerous components, some of which may be intentionally omitted. For instance,

an unscrupulous procurement officer may deliberately manipulate a procurement by
including software, but excluding ongoing support or upgrades, to avoid delegation
threshold. The need to add components after the contract has been executed, and
without an open market procurement, increases the risk of corruption.

Public sector procurement staff need to have sufficient knowledge of the public
authority’s requirements and the nature and full cost of products. If they do not have this
knowledge, they should seek external advice such as appointing an external subject
matter expert.





Procurement under pressure

Procurement conducted under pressure may be vulnerable to corruption. Pressure may
arise from procurement officers undertaking procurement duties without sufficient training
and support, excessive workloads, or the need to spend funds in a short period of time”®
(Case study 17).

CASE STUDY 17:
A procurement officer under pressure circumvents procurement policies and
procedures

The Commission received allegations that a public sector employee had divided
works into separate quotes to avoid procurement delegation thresholds. The
employee had accepted quotes that contained duplication of costs and works,
and had authorised work to be performed without purchase orders.

Some of these works were procured after the agency identified unexpended
funds, and had directed the employee to spend this funding in a short period
of time. The employee did not use a list of prioritised work that was available.
Instead, he decided on required works himself. Pressure to spend funds quickly
may have contributed to the employee’s use of workarounds.

The employee engaged in further misconduct. He failed to declare that he was in
a relationship with a manager from a supplier, and improperly directed work to the
supplier. This supplier’s contract was extended at least three times, despite there
being no options for an extension. The employee approved work performed

by this supplier without raising a purchase order. It was further alleged that the
employee had improperly disclosed confidential tender information to his partner.

The investigation concluded that the employee’s misconduct may have been
triggered by a lack of skills, training and support needed to fulfil his duties. The
employee had discretion over key business processes without appropriate
scrutiny, which increased his opportunity to engage in improper conduct and the
likelihood of his behaviour going undetected.

Several procurement officers commented that the greatest pressure came from ministers.

These procurement officers explained that ministerial pressure can result in rushed
procurements which are vulnerable to unplanned changes and expensive variations, and
the improper use of direct market procurements.

Ul
(o)

1SNAL ONIANG

LININIIND0Pd dOLD3S D17dNd NI SHSIY NOILdNIHOD





(o))
o

Procurement during times of crisis

Procurement officers can be placed under pressure when a procurement is required in
a crisis. Integrity risks may be exacerbated during a crisis, including procurement being
duly influenced by an undeclared and unmanaged conflict of interests, unauthorised
disclosure of confidential tender information, and the circumvention of procurement
policies and processes. Further risks are discussed in the Commission’s report Public
Administration in a Pandemic: Unique Challenges in the Current Climate:
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Engaging in emergency procurements, the avoidance of normal procurement practices
in the interests of expedience, the increased use of credit cards to procure goods,
vendors requesting contract variations and/or advance/quick payment, and the use of
direct negotiations are all possible circumstances that, while potentially necessary and
unavoidable in the current climate, nevertheless lend themselves to greater integrity
risk. They should be carefully monitored and managed.®

Several suppliers alleged that emergency situations may provide unscrupulous suppliers
with opportunities to obtain contracts that do not offer value for money. During an
emergency situation, public authorities should be alert to suppliers who are unknown to
the public authority and, if possible, use pre-qualified suppliers. Documentation should
not be neglected, including recording decisions made outside online financial systems.
Public authorities may consider allowing suppliers to rely on force majeure clauses in
contracts, or otherwise not force suppliers to meet impossible deadlines as this may
encourage dishonest conduct and/or substandard work.®

PSSA's Emergency Situation Procurement Schedule allows for emergency protocols to be
applied to situations defined as such under the Emergency Management Act 2004. The
Schedule only applies to those public authorities who have emergency responsibilities
and who are responding to an emergency, in accordance with the provisions of the

State Emergency Management Plan, or formal arrangements outlined in other state

or commonwealth emergency service related legislation. The Emergency Situation
Procedure Schedule requires relevant public authorities to “develop a document strategy
to ensure their readiness for undertaking procurements in the event of an emergency.”®?
However, some agencies may not have such a strategy in place.

Agencies should ensure that they fully understand when emergency situation
procurements can be used. Emergency situation procurements cannot be used to
avoid due planning approvals and competitive procurement processes, or for urgent
or unplanned procurements which are not part of an emergency event.®® The Auditor-
General has reported that a public authority applied emergency situation procurement
protocols when no emergency situation had been declared.®
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Public authorities ensure they have emergency situation procurement
frameworks in place and published on their websites.
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Chapter nine:
Under reporting of corruption and
impropriety in procurement

The Commission’s ability to detect, investigate and prevent corruption is heavily
dependent on public officers making reports of suspicious behaviour. PSSA's Supplier
Complaints Schedule states that:

Supplier complaints can be a valuable source of information on how and where issues
have occurred and may pinpoint improvement opportunities in the procurement
function and processes.®

However, the Commission has received relatively few complaints and reports from
suppliers. In other jurisdictions, suppliers also rarely report corruption, even when they
believe that corruption is a major problem or they have lost important contracts.®





Suppliers” awareness of reporting obligations

Suppliers who are contracted to public authorities are public officers under the
Independent Commission Against Corruption Act 2012, and public officers have a duty to
report suspected corruption to the Office for Public Integrity.8” However, a considerable
proportion of suppliers (40%) were unaware that they were classified as public officers,
and almost half (48.3%) were unaware of their reporting obligations.

Only one third of suppliers (32.8%) were aware of how to report corruption or
other impropriety. This is despite PSSA's Supplier Complaints Schedule requiring
public authorities to provide “clear and accessible information for suppliers at the
commencement of a procurement process on submitting a complaint or providing
feedback.”e®

Small suppliers in particular perceived reporting impropriety as being overly
complicated.®® Suppliers on agency-based panels were unsure about how to report.*°
Those primarily located outside of South Australia were confused about what should be
reported.”

Suppliers involved in bidding for construction and infrastructure contracts were more
likely than other suppliers to believe that reporting is not their responsibility and were
less likely to make their subcontractors aware of their obligations as public officers.
Instead of reporting, construction and infrastructure suppliers were more likely to not bid
if they suspect potential corruption.®?

Construction and infrastructure procurements often involve large sums of money and can
be especially vulnerable to corruption.®® It is essential that suppliers and procurement
officers involved in construction and infrastructure are prepared to report if they suspect
potential corruption or other impropriety.

Attendees of masterclasses on corruption risks run collaboratively by the Commission
and PSSA have suggested that contract managers could include information about

reporting obligations in policies and contract documentation, and in contractor inductions.

These suggestions would raise awareness among successful suppliers.

There is also a need to raise awareness of the importance of reporting among
unsuccessful suppliers. Unsuccessful suppliers may be best placed to report suspicious
conduct.®* While they are not classified as public officers, they are still able to report to
the Office for Public Integrity.

PSSA is developing a website for public sector suppliers that will include information on
suppliers’ reporting responsibilities. Agencies could include information on how to report
in tender information, especially for tenders related to construction and infrastructure
projects. These initiatives may encourage unsuccessful suppliers to report.
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Procurement officers’ awareness of reporting
obligations

One in four procurement officers (19.9%) were unaware that contractors are public officers
while performing contract work for a public authority. More than half (53.3%) were unsure
if their workplace provides contractors with information about their reporting obligations
as public officers.
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Feedback from masterclasses run by the Commission and PSSA on corruption risks in
procurement suggests that more needs to be done to ensure that procurement officers
are aware of reporting obligations.

UH “l was not aware of the Contractor’s ICAC obligations as a Public Officer...”
(masterclass attendee).

“Contractors are public officers and therefore have mandatory reporting obligations
the same way that public sector employees do ... | am almost certain that most
public authorities are not even aware of this fact let alone proactively inducting their
contractors to comply with these legal obligations” (masterclass attendee).

The role of informing contractors of their reporting obligations primarily falls to contract
managers. Nevertheless, procurement officers may have opportunities to make
contractors aware of their reporting obligations, such as directing potential suppliers to
PSSA's supplier website once it become available, or including information on reporting
obligations in tender documents.
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Public authorities provide suppliers with information on internal reporting
policies and procedures and suppliers’ reporting obligations as public officers.
Public authorities ensure that contractors provide corresponding induction
material to their subcontractors.
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Fear of negative repercussions

Suppliers’ reluctance to report suspicious behaviour may be due to fear of suffering
negative repercussions. Almost two thirds of suppliers (61.6%) responded that they would
be anxious about the personal impact of reporting corruption. More than half (58.7%) were
worried that their organisation’s ability to win another contract would be jeopardised if
they reported.

A few suppliers stated that they had been “blacklisted” by a public authority for speaking
out. During one of the Commission’s investigations, suppliers explained that they had not
reported problems as they wanted to protect their business (Case study 18).

CASE STUDY 18:
Suppliers are reluctant to report improper conduct

The Commission received an allegation that a public sector employee
responsible for procuring contracts under a panel arrangement had been
behaving inappropriately towards suppliers. It was alleged that the employee
had threatened that suppliers would not secure work if they did not agree to
her rates and had insisted that she was the only point of contact. Suppliers
interviewed during the investigation explained that they had not complained as
they were worried that they would lose business. The matter was referred to the
Ombudsman who found that while the public officer’s behaviour could not be
proved to be threatening or unprofessional, it did limit the ability of suppliers to
raise concerns with the department.

PSSA's Supplier Complaints Schedule requires public authorities to appropriately handle
complaints, including appropriately managing the confidentiality of identities. Some
suppliers (42.6%) believed that their identity would be disclosed if they reported. Several
related having their identity disclosed to the public authority at the centre of the report.
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Reports of potential impropriety must be
actioned

Reports about improper conduct in public sector procurement must be acted upon. The
failure to do so can allow corruption to continue unabated. Public officers who perceive
that reporting is futile, or that reports may not remain confidential may also be deterred
from speaking out.

Less than half of procurement officers (48.4%) and a quarter of suppliers (27.5%) were
confident that action would be taken if they reported impropriety. Some suppliers and
procurement officers who had reported impropriety were critical that appropriate action
had not been taken:

W “It wasn’t handled, it was covered up” (procurement officer).

‘I don'’t feel it was taken seriously” (procurement officer).
“Nothing was really done about it” (procurement officer).
“It went straight into the too hard basket” (supplier).

“It was swept under the carpet” (supplier).

“More could have been done” (supplier).

Public authorities do not always adequately act on a report of impropriety (Case study 19).

CASE STUDY 19:
Public authority does not adequately address a complaint made by a supplier

A complaint regarding procurement was referred to the Ombudsman, who
concluded that the department had not adequately dealt with the initial complaint.
The department had investigated the complaint, but had not clearly identified the
issues raised, had not established if the issues were valid, and had not explained
to the reporter what actions the department was going to take in response to
deficiencies identified.

On 20 February 2023, an independent complaints process was established by PSSA.
This involves the Chief Executive of the public authority informing the Procurement
Review Committee within seven days of any unresolved complaints.®®





CHAPTER TEN
CONCLUSION






(0))
00

BUYING TRUST

CORRUPTION RISKS IN PUBLIC SECTOR PROCUREMENT

Chapter ten:
Conclusion

Too often corruption in public sector procurement is overlooked or undetected. Red flags
that should be noticed and reported are ignored. As a result, corruption is allowed to
continue unabated.®

This problem may be partly due to public officers and others involved in the procurement
process being reluctant to report suspected corruption. However, failure to act may also
reflect a lack of awareness of behaviour that may indicate that procurement is being
unduly influenced.

Public officers are reminded to be alert to suspicious conduct relating to public sector
procurement. These warning signs do not necessarily constitute corruption per se.
However, they should prompt public officers to make further enquiries and report
suspicious conduct.





Red flags of potential corruption in public
sector procurement

>

>

v

vV v v v Vv

Tenders being split so that they fall under procurement thresholds

The inclusion of an Aboriginal supplier to increase the chances of winning a tender.
Once the tender has been successful, not allocating work to the Aboriginal supplier
or misrepresenting labour hours performed by Aboriginal workers

Public officers failing to disclose and effectively manage a conflict of interests

Public sector employees accepting or soliciting gifts, benefits or hospitality from
suppliers

Suppliers offering gifts, benefits or hospitality to public sector employees with
procurement responsibilities

Public employees or suppliers improperly accessing, or attempting to improperly
access, confidential procurement information

Public sector employees improperly disclosing confidential procurement
information to suppliers, or withholding tender information from suppliers

Misuse of limited market approaches, variations and extensions

Suppliers or public sector employees manipulating tender documents, including
influencing specifications, to favour specific suppliers

Suppliers being improperly included on a panel or multi-use supplier list, and
failures to use suppliers on mandated panels/lists without approved exemptions

The awarding of contracts to incumbent suppliers, including those on supplier
panels, which do not offer value for money

Unsolicited proposals that have not followed proper processes

Poorly planned procurements, overly vague specifications, and repeated changes
to scope

Late tenders accepted from one supplier, but not others

Public sector employees having discretion over the entire procurement lifecycle
Public sector employees exceeding their delegated authority

Failure to maintain robust documentation relating to procurement decisions

Lack of transparency regarding procurement decisions, including the failure to
provide appropriate and timely feedback to unsuccessful suppliers

Procurements that are rushed, under-resourced, pressured by interested parties
and conducted by procurement officers who have not received sufficient training
and support

Public authorities inappropriately using emergency procurement processes
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Abbreviations
The following abbreviations are used in this report;

EB Enterprise Bargaining Agreement

Introduction

The City of Mount Gambier (CoMG) engaged UHY Haines Norton to undertake an internal audit of the
Council’s Payroll and Remuneration Processes, specifically the onboarding, changes to staff
employment terms and exit of staff.

Ensuring accuracy and compliance in these areas is crucial for employee satisfaction, legal adherence
and limiting financial exposure.

Audit Objectives

The objectives of the Internal Audit were to review the CoMG’s Payroll and Remuneration processes

to;

Enhance compliance: verify adherence to relevant Enterprise Bargaining Agreements,
industrial awards and contracts, legislation, and Council policies.

Optimise processes: identify opportunities to streamline and improve onboarding, changes to
employment terms and staff exit procedures for increased efficiency and reduced errors.
Minimise risk: evaluate and mitigate potential risks associated with inaccurate payroll
processing, non-compliance, and inadequate documentation.

Promote best practices: Recommend best practices and industry standards to strengthen this
function.

Scope of Audit

The scope of the Internal Audit included;

Review of relevant policies and procedures: Analyse applicable Council policies, guidelines
and agreements governing employee onboarding, changes to employment terms (pay raises,
promotions, higher duties, etc) and staff exit procedures.

Onboarding process evaluation: assess the effectiveness of the Council’s onboarding process,
including contract review, document collection, initial payroll setup and introduction to
benefits and entitlements.

Changes to employment terms: evaluate how changes to employee salary, position, benefits,
or other terms are documented, processed, and reflected in payroll records to ensure
compliance with relevant Enterprise Agreements, awards, contracts, and regulations.

Staff exit procedures: Review the effectiveness of the Council’s procedures for employee
terminations, final pay calculations and benefits termination.

Internal controls assessment: evaluate the effectiveness of internal controls within the Payroll
and Remuneration function, identifying potential risks and areas for improvement.

Testing of transactions and records: sample and test employee records, payroll transactions
and supporting documentation to ensure accuracy and compliance with policies, regulations,
agreements, contracts, and awards in relation to the areas of this audit.
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e Prepare an audit report with findings, recommendations, and action plans.
e The period for the review is the 12 months prior to March 2024.

The Council’s Audit and Risk Committee also asked to check that wage rates were correct and if any
payroll was made out of normal pay runs.

We checked that new employees and employees that had changes were paid in accordance with the
relevant EBs. This was completed as part of our testing.

Payroll is paid at set periods, and we didn’t find anything contrary to this within the scope of our
testing. However, termination payments may be paid at different times. We note that the Council
usually makes termination payments with the normal pay run. However, there may be circumstances
where a termination payment needs to be paid before the next pay run. This is standard practice and
does not create any additional risk as the same processes, reviewing, and reconciliations are still in
place.

We liaised with the Council’s External Auditors to ensure that this Internal Audit added value to the
Council without repeating the work that the Council’s External Auditors undertake.

Disclaimer

Our Internal Audit work was limited to that described in this report. It was performed in accordance
with the ‘International Standards for the Professional Practice of Internal Auditing’ contained in the
‘International Professional Practices Framework’ issued by the Institute of Internal Auditors.

Audit Approach

Due professional care is exercised during the planning, execution, and reporting of the results by the
reviewer. However, absolute assurance cannot be given that other non-compliance and irregularities
do not exist as our analysis is limited to sample testing of key control and requirement areas for the
last twelve months and within the scope of this Internal Audit.

To undertake this Internal Audit, we;

e Reviewed relevant documentation: policies, procedures, agreements, contracts, payroll
records and supporting documentation.

e Interviewed key personnel: payroll staff, HR personnel, managers, and employees.

e Observed processes; undertook walkthroughs of onboarding, changes to employment terms
and staff exit procedures.

e Completed data analysis and testing: sampling and testing of employee records, payroll
transactions and supporting documentation.

The key findings were provided to management for discussion. Management responses are included
in the Audit Conclusion section of this report.

Internal Audit Personnel

Our Audit Planning was completed by our Audit Team, including Corinne Garrett, the Chief Internal
Audit Executive at UHY Haines Norton, Kristy Watson, our Senior Auditor and Shane O’Reilly, our
Auditor.

- _____________________________________________
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Corinne is a Professional Member of the Institute of Internal Auditors Australia and holds a Graduate
Certificate in Internal Auditing from the Institute. Kristy and Shane have extensive experience in Audit
work with Local Government clients.

Shane O’Reilly undertook the onsite Audit work.

Audit Conclusion
General Observations

Internal Controls Self-Assessment

We note that the Council staff have undertaken the self-assessment of the Better Practice Model. The
internal controls for the payroll component of the Better Practice Model were assessed by the
Financial Accounting Coordinator and reviewed by the Manager of Financial Services in 2022/23. The
Council’s External Auditors have advised that this should be reviewed every other year.

Undertaking this self-assessment is good practice and serves as a proactive approach to identifying,
evaluating, and managing risks. It is particularly important where there are new staff as it allows
managers to ensure that processes have retained integrity despite staff changes.

Further Internal Audiits

This Internal Audit was confined to the scope of new employees, changes to employee terms and
terminated employees. Changing employee status is a potentially high-risk area. A future assessment,
testing a range of current employees (excluding the employees within the scope of this audit) against
the terms and conditions of the relevant EBs, Awards and Contracts, would be a potential Internal
Audit that the Council may wish to consider.

Audit Findings
Key Findings

The following findings have been provided to management, and their responses are included.

The detailed assessment is contained in Appendix 1.

Finding | Details and Recommendation Managers Comments Timing Risk Rating
1 The Council’s Administrative The Administration Principle December | Moderate
Principle Risk Management was Risk Management Procedure 2024
issued in June 2022 and is noted on is being reviewed and is
the document as due for review in scheduled to be updated by
June 2023. This document is the end of the calendar year.

overdue for review.

We note that the Council adopted a The Risk Management Policy
reviewed Risk Management Policy in | was reviewed and was

June 2024 presented to the Audit and
Risk Committee on 3 June
2024 and resolved by the
Council on 18 June 2024.

The Administration Procedure — This principle is being December
Acting Arrangements and Higher reviewed and will be updated | 2024
Duties Allowance, provides guidance

- _____________________________________________
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on the processes for higher duties
but also extracts from EBs and
Awards. It does not include Mixed
Functions for field staff which has
different provisions for payment at
higher classifications. A procedure
should extract all components from a
Relevant Award or EB but be kept
updated whenever those change or
instead refer to the relevant Clause
Numbers of the Award or EB.

by the end of the calendar
year.

One contract was signed manually by
the employee and not signed by a
witness.

Two contracts were not signed by
the CEO. One contract was signed by
the CEO and employee via Adobe
Sign; the witness box remains on the
document and is unsigned.

An employment contract does not
need a witness when signed securely,
such as using Adobe Esign, but if the
Council is not going to use a witness,
the witness box should be removed.
We note that the latest contracts did
not have a witness box. The Council
also now uses Adobe Esign to
electronically sign their employment
contracts. This process ensures that
all parties sign the contract and initial
each page.

The Contract with the missing CEO
signature should be addressed.

The contracts with the missing
CEO signatures will be
addressed immediately.

The Council sought legal
advice before changing to
Adobe Esign. This advice
confirmed that the Council
does not require a witness
when executing an electronic
contract, providing the
Council is using a secure and
approved facility.

The contracts with the missing
CEO signature had a letter of
offer which is issued by the
CEO.

One of the contracts that was
not signed by the CEO covers
terms and conditions within
the EB.

The other contract that was
not signed by the CEO will be
addressed as the terms and
conditions fall outside of the
EB

Now

Moderate
until the
missing
signature
is
addressed

Low,
ongoing
with
Adobe
Esign
procedures
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Appendix 1 — Detailed Assessment

1. Documented Procedures.
The Council staff are developing a suite of updated written documented. The payroll procedures are
near completion.

Document Review Dates.
We noted that both the Administration and AWU EBs are current and continue to 1 December 2025.

The following procedures are due for review:

e Administrative Procedure — Acting Arrangements and Higher Duties Allowance. Due for
review in March 2024. Our onsite visit was in March 2024, and this procedure was current at
the time of our visit.

The other procedures provided to us were all current.

Procedure alighment with EBs and Awards
We reviewed procedures in relation to the scope of this Internal Audit against the EBs and Awards.

e Administrative Procedure — Acting Arrangements and Higher Duties Allowance. This
procedure is noted as applying to all council staff. Section 2 relates to higher duties and states
that higher duties will apply for periods of acting of 5 days or greater and has the variation
that occurs in relation to the Salaried Officer Award and the Local Government Employees
Award.

0 The variation in the procedure for Local Government Employees Award staff is that
where the staff member has previously performed the higher position, the period will
become one working day or more.

0 The Local Government Employees Award Clause 5.4.1 provides that an employee
engaged for 2 hours or more on any one day at a higher classification will be paid at
higher duties. This relates to mixed functions.

0 Clause 5.4.2 of the award relates to higher duties, and the procedure is aligned with
this clause.

0 A procedure is useful to inform staff on the process for undertaking a task. A
procedure should refer to an award or EB for details or to provide assistance with
interpretation. The mixed functions are not referenced in the procedure and could
result in incorrect payment.

0 Recommendation: if procedures extract information from Awards and EBs, ensure
that all relevant components are extracted and updated whenever Awards and EBs
change; otherwise, document a procedure to provide instruction on the process but
refer to the relevant Clauses of the appropriate Awards and EBs.

The other procedures provided to us correctly aligned with EBs and Awards.

2. New Employees

Payroll has a printed procedure that they follow for the onboarding of staff. Human Resource
employees gather the initial employee documents and reports and send these through to the Records
team who create an employee file. The employee information is forwarded to Payroll who inputs this
information into Civica. The changed data will appear on the exception report (Maintenance Audit
Report) which the Financial Accounting Coordinator reviews. The Financial Accounting Coordinator

UHY HAINES NORTON 8





checks all changes recorded in the Audit Report back to source documentation on the employee file
and marks the Audit Report as reviewed.

The following testing was undertaken on the samples selected for new employees:

e The existence of the employee to signed Letter of Offer or signed Employment Contract

e Employee personnel file was set up.

e Tax Declaration was on file.

e Superannuation form was on file.

e |dentification documents were on file — Driver’s license for field staff.

e Emergency contact information on file

e Deduction authority forms on file (if applicable)

e New employee information in the file corresponded to employee information in the payroll
system.

e Existence of an audit exception report generated for each payroll period to show changes
made to the payroll database.

e That employee had signed a Code of Conduct before receiving any council assets.

e That new employee has been provided with access to the Council policies and procedures.

e That the organisation chart has been updated with the new employee

e That an internal email or notice was given to the existing staff of the newly appointed
employee

e Aformal review of the employee was conducted prior to the end of the probation period.

e That the employee is being paid in accordance with the EB or contract agreement.

Administration and Field staff were included in the testing and both new ongoing and new contract
employees were assessed.

Our Assessment

One contract was signed manually by the employee and not signed by a witness. Two contracts were
not signed by the CEO. One contract was signed by the CEO and employee via Adobe Sign; the witness
box remains on the document and is unsigned.

An employment contract does not need a witness, and if the Council is not going to use a witness, the
witness box should be removed. We note that the latest contracts did not have a witness box. The
Council also now uses Adobe Sign to electronically sign their employment contracts. This process
ensures that all parties sign the contract and initial each page.

Recommendation: The Contract with the missing CEO signature should be addressed.

No other shortfalls were identified in the testing of the controls around new employees. We are
satisfied with the segregation of duties in the process of creating, inputting, and processing new
employees.

3. Changes to Employee Terms

The most common change is increment increases. When an employee is first set up in Civica, an
increment date is set for future payroll increment changes. These appear on an ‘Employee Events
Report’ prior to the increment date. The Payroll Officer actions the increment increase in the system.
The increment change is shown in the Maintenance Audit Report, which is reviewed by the Financial
Accounting Coordinator, who also checks all changes recorded back to source documentation on the
employee file and marks the report as reviewed.
|
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The other common change is in relation to higher duties.
The following testing was undertaken on the samples selected.

e Is there a signed authority for the change to pay conditions?

e |s the change in accordance with the relevant EB or contract?

e [f acting in higher duties, have they been acting for 5 or more days?

e Has the increase been flagged in the exception report?

e Has the exception report been signed off by an authorised employee?

e Has the change been recorded correctly in future payroll reports?

e  Whether the higher or alternative duties were supported by a Secondment Letter of Offer,
which has been filled in and approved.

Short-term higher duties do not result in a change to the payroll master file, and therefore, the change
does not show on the Maintenance Audit Report. Instead, the Pay Edit Listing Report is reviewed and
signed off.

Our Assessment

For changes to employee terms, we note that there were no shortfalls identified in the testing of
controls around pay rate and employment changes. We are satisfied with the segregation of duties
in recording changes to employee terms.

4. Terminated Employees

When terminating staff, HR follows an Employee Exit Checklist for the offboarding process. This
process creates a workflow through the council system which specifies the tasks for all relevant roles
to complete in the process of termination of an employee.

The following testing was undertaken on the samples selected:

e Was the correct procedure carried out for termination?

If termination was due to resignation,
0 s the letter of resignation retained on file?
0 Was the resignation period in accordance with the EB or contract?
e Was the terminated employee made inactive in the payroll module?
e Was termination pay calculated correctly in the payroll module?
e Did termination pay match leave balances, termination dates and hours worked?
e Was the termination payment calculations included in the employee records?
e Did net payments for selected terminated employees agree to the Bank Transfer Report?
e Did the pay period following the termination of the employee include any further payments
to the terminated employee?
e Was terminated employee access to software removed?
e Were all the Council assets (laptop, phone, vehicle) noted as returned?
e Was an exit interview conducted?
e Was employee exit internally communicated?
e Was the organisational chart updated?

Employees are sent an exit interview by email, not all employees choose to fill this in.

Our Assessment
No shortfalls were identified in the testing of controls around terminated employees.

- _____________________________________________
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Control Ratings

The following table shows the control ratings used.

| Number of Findings

Control Rating Description
The control or requirement has not been implemented or completed.

Requires significant improvement

implementation.

The control or requirement has been implemented or completed but with significant deficiencies in the consistency or effectiveness of

Partially effective

Effective

been applied.

The control or requirement has been implemented or completed but with some deficiencies in the consistency and/or effectiveness in which it has

The control or requirement has been implemented or completed and, in the majority of cases, has been consistently and/or effectively applied. There
is potential to enhance the effectiveness of the control or to enhance the undertaking of the requirement, but only with minor adjustments.

The control or requirement has been fully implemented or completed and has, in all cases, been consistently and/or effectively applied.

Not Applicable

This control or requirement is not applicable, or the situation did not occur in the internal audit period or within the scope of the audit and testing.

The following tables provide more information on the results of our testing and the review of processes against the Council’s Enterprise Bargaining Agreements, Industrial
Awards, Legislation and the Better Practice Model. Only components that relate to our audit scope are included in the following assessment.

5. Administration Staff Enterprise Agreement

Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Administration Staff Enterprise Agreement Number 12, 2022

Separation Package

remuneration and employment status and normal hours worked at the time the package is offered
and accepted by the employee. It consists of:
e 10 weeks’ notice of termination or payment of weekly salary in lieu.
e 3 weeks total weekly salary severance pay per year of service up to a maximum of 104
weeks in total (including the period of notice of termination)
e If required by the employee, a reimbursement of outplacement expenses equivalent to
10% of the annual salary is provided to assist the employee in securing alternative
employment. Access to this 10% only applies until the employee secures alternative

Requirement Details Assessment Control
Rating
Redeployment Affected employees will be redeployed into a position of equal classification or it is not feasible an | No cases were identified within the scope. N/A
Employee may be deployed to a lower classification. The salary is frozen at the remuneration rate | Council staff noted that there were not any
before redeployment until the new position reaches an equal salary rate and, employment benefits | redeployments within the last 12 months and
attached to the former position are maintained, and training is provided to the employee for the | none since the implementation of this clause
new position. within the EB.
Within 3 months of accepting redeployment, an employee, if not the right fit, can request
reconsideration of a Voluntary Separation Package.
Voluntary Where offered, a Voluntary Separation Package is calculated based on the Employee’s | No cases identified within the scope N/A






Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Administration Staff Enterprise Agreement Number 12, 2022

Requirement Details Assessment Control
Rating
employment or for a maximum of 12 months from the date of separation, whichever is
sooner.
e Payment of pro-rata long service leave shall be paid if the employee has completed at
least 5 years of service at the date of separation.
e An employee offered a Voluntary Separation Package cannot be re-employed by the
council for at least 2 years.
Local Area The Administration EB allows for Local Area Workplace Agreements which can prescribe | Two current employees fall under this LAWA. | N/A
Workplace employment and working arrangements different from those prescribed under the Award and | Neither are new nor have had any payroll
Agreements Agreement. changes through the last 12 months.
General Inspectors are on a LAWA. The LAWA is included in Schedule 2 of the EB and sets out the
hours of work, toil arrangements, loadings, and callouts.
Reclassification According to Schedule 1 of the Award Tested employees with pay increments and
See Administrative Procedure — Staff Classification and Reclassification employees who acted with higher duties and
found no issues. There were no reclassifications
within the tested employees.
Graduates This only applies to new positions where the newly appointed person is currently studying a | No cases identified within the scope N/A
relevant degree or negotiates as part of their appointment, to embark on relevant degree
qualifications.
Existing employees must apply through the reclassification process to advance levels, automatic
progression does not apply as part of advancing to a higher level.
Superannuation The default fund is Hostplus unless a new employee nominates a superannuation fund of their | Superannuation nomination forms were signed
choice. and filed.
Salary link — advised by Hostplus.
Market link — Superannuation guarantee levy
Salary Sacrificing An employee may elect to vary the amount of salary sacrifice to an eligible superannuation fund at | One of the new employees in our testing chose
any time. The employee's salary shall be the pre-sacrificed salary. The net salary paid to an | to salary sacrifice; there were no issues found.
employee will be reduced by any amount of salary sacrificed to superannuation.
Parental Leave Whilst an employee is on paid parental or adoption leave, superannuation is paid by the Council at | There were no employees in this situation | N/A

the superannuation guarantee entitlement for a max. Period of 52 weeks if the employee is the
primary caregiver, completed at least one year’s continuous service prior to commencing Parental
Leave. Any periods of unpaid leave of less than 2 weeks per interval will not affect the continuity
of service. The payment is made as a lump sum once the employee has returned to work and is
calculated on the employee’s contracted salary prior to the commencement of the leave. If the

within our testing. However, we note that there
is a current Administrative Procedure -
Maternity Superannuation Calculation.

UHY HAINES NORTON
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Administration Staff Enterprise Agreement Number 12, 2022

Requirement

Details

Assessment

Control
Rating

employee does not return to work following the conclusion of their Parental Leave, all payments
will be forgone.

Should an employee utilise alternative paid leave options during their absence, which attracts
superannuation, the amount of superannuation paid during these periods will be counted towards
the maximum period; however, these amounts will be deducted from the lump sum payable.

Phased Retirement

Within 5 years of retirement and choose to work part-time — by written agreement between the
employee and relevant General Manager, commence phased retirement. Access up to 500 hours
of accrued annual and long service leave to make up a full fortnight’s (76 hours). Must have worked
5 years with the council, must retain a balance of 15 days annual or long service leave, must be
medically fit to perform full-time work, not be receiving workers' compensation or temporary
disability payments under a superannuation insurance policy or any income protection. Must
attend work for a minimum of 3 days and a maximum of 8 days per fortnight over a 10-day fortnight
and not be performing paid employment for any other employer.

No cases were identified within the scope and
testing

N/A

Purchased Leave

Employees may apply to purchase additional leave upon agreement with the Council. Can purchase
1 to 2 weeks additional leave each year which is funded by salary deductions spread evenly over
the year. Reduces the fortnightly salary but allows employees to continue to receive pay during
the periods of purchased leave. Applications must be completed by the end of March each year
for the leave to be taken in the following financial year.

No cases were identified within the scope and
testing

N/A

Salary Schedule

Schedule 1 of the EB sets out the rates of pay per level and EB increases.

EB increases commence from the first full pay period after the 1 of December.
Back payments are processed before the 30" of June 2023.

CPl is the September Quarter — Adelaide.

Tested pay rate changes to EB agreements. No
issues were found.

21. Overtime and
Penalty rates

This section sets out the overtime and time off in lieu (toil) and needs to be considered when setting
up a new employee.

Overtime and penalty rates are attributed to
employee classification; we noted this was
being accurately recorded in our new
employees' testing.

20. Hours of work

This section sets out the hours of work. Full-time employees work 80 hours a fortnight and are
paid for 76 hours, with 4 hours accruing towards an RDO.

We noted that new employees were being paid
in accordance with the EB.

UHY HAINES NORTON
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6. Administration Staff Award

Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

South Australian Municipal Salaried Officers Award

Requirement Details Assessment Control
Rating
3.1.2 Casual An employee engaged for a period of 800 hours or less in any year (from the anniversary date) may | No cases identified within the scope
Employment be engaged as a casual on an hourly contract with a loading of 25% in addition to the ordinary time
hourly rate.
A casual employee does not receive annual leave and public holidays but does accrue Long Service
Leave.

An employee employed for more than 800 hours in a year shall be engaged as a part-time or full-
time employee unless the employee and employer agree in writing and signed by both parties.
A casual employee is entitled to overtime or penalty payments under 5.1 of the awards.

3.1.3 Part-Time An employee with less than full-time hours is engaged as part-time. The provisions of the award
Employment apply on a pro-rata basis. Overtime and penalty rates apply where work is performed outside of
the ordinary span of hours set out in clause 6.1. where in any two-month block, commencing at
the beginning of a calendar year, the employee has worked sufficient additional hours to exceed
the number of weekly hours for which the employee is contracted (see 3.1.3.2)

The working hours of a part-time employee may be changed by mutual agreement.

A part-time employee shall be required to work the equivalent hours as a full-time employee works
within a 12-month period to qualify for incremental progression within the classification level.

Overtime and penalty rates are attributed to
employee classification; we noted this was being
accurately recorded in our new employees' testing.

3.1.4 Fixed Term An employer may engage an employee for a fixed-term contract. This needs a written agreement
Employment setting out the terms and conditions of the contract, including the nature of the duties and award
classification, and signed by the employer and employee.

We noted that new employees that we tested were
being paid as per their contract or EB agreement.

3.2 Termination by | The EB may have higher requirements in this area. An employee cannot be paid less than the
Employer Award.

3.2.1 sets out the period of notice depending on years of service and according to age. It also sets
out that a payment in lieu of the prescribed notice may be provided.

This clause does not apply in the case of dismissal for serious misconduct, apprentices, employees
engaged for a specific term and trainees under a traineeship agreement at the end of the
agreement.

3.2.5 sets out the requirements for redundancy and severance pay and transfer to lower-paid
duties.

There were no employees made redundant within
the scope of our testing.

Terminated employees that we tested were paid
correctly.

4.3 Higher Duties An employee directed by the employer to perform duties higher than those on their normal
classification shall be paid whilst performing those duties the minimum for the higher paid
classification if they substantially perform the duties or a salary rate commensurate with the value
of the duties they are directed to perform. They must perform those higher duties on the first

Employees working at higher duties were being paid
at the relevant higher classification for the term
specified in their agreements. We found no issues
with this process.

UHY HAINES NORTON
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

South Australian Municipal Salaried Officers Award

Requirement Details Assessment Control
Rating
occasion for a continuous period of five working days or more. On subsequent occasions, if level 5
and above — 5 days, if below level 5 — 4 days or an aggregate of 10 days in a calendar month.
Relief cashiers or positions containing a supervisory component, where they normally don’t have
a supervisory component, can only be for 1 day to become entitled to higher duty pay.
An officer who performs higher duties as a relief cashier during lunch hours and other times as
necessary shall be paid on each occasion for the actual time worked (with a minimum of one hour's
payment for any one day) at the rate of a cashier according to years of service.
4.4 Allowances This clause sets out the allowances that may relate to a position. This needs to be checked when | Employee allowances and deductions were checked
setting up a new employee or when an employee is changing positions. to initial input into the payroll system for our new
employee samples. No problems were found.
5 Hours of work Hours of work — these are the minimum conditions. The EB can vary and provide additional to | The contracts sighted listed hours of work.
these. Penalties can be varied in the EB.
5.3 Library Offices This sets out the loading that relates to library officers after 5 pm during the week and on | Not relevant to the employees tested N/A
weekends.
5.4 Overtime It can be varied by EB, but this clause sets out the overtime rates if not covered in the EB. Overtime is covered in the relevant EB.
5.7 Call out EB may be at a higher level. The Award is the minimum. Covered in EB
6.2 Annual Leave This needs to be set up or a manual way to ensure that this is paid. New employees were being paid in accordance with
Loading the EB or contract, including leave loading.
6.5 Parental Leave 6.5.11 A replacement employee for parental leave is engaged or temporarily promoted as a result | None of the tested employees were engaged to | N/A

of an employee starting parental leave. The replacement employee must be informed of the
temporary nature of the employment and the rights of the employee who is being replaced, such
as the right to return to work.

provide parental leave replacement.

6.5.5 Portability of | Sick leave is portable from council to council. There needs to be a process of informing the new

The Termination Checklist includes the preparation

Sick Leave council if an employee is leaving or getting information from the previous council for a new | of a form that provides a new council with sick leave
employee on the number of hours of sick leave accrued and the current hourly rate of the | and long service leave balances.
employee.

S1.3 Progression At the conclusion of each 12-month period following appointment to a classification, an officer | We tested employees with pay increments over the

through the levels shall be eligible for incremental progression within each salary level subject to the following:

e  Where the employer adopts and implements a formal, structured performance appraisal
scheme, progression from the first increment to the top increment within a classification
level shall be subject to the officer having given ‘satisfactory service’ for the prior 12
months of employment.

e Determining ‘satisfactory service’ should contain:

0 Principals to ensure equity and procedural fairness.

past 12 months and confirmed incremental
progression was in line with the Award.

We were informed that the Council automatically
increments employees.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

South Australian Municipal Salaried Officers Award

Requirement Details Assessment Control
Rating
0 Current and accurate job description
0 Individual training plans where through the appraisal the need for additional
training becomes apparent.
0 Appraisal to take place at least 6 months prior to the anniversary date to allow
improved performance for annual increment.
0 Disputes dealt with in accordance with dispute settling procedure.
e If there is not a formal structured staff appraisal scheme, increments will occur
automatically on an annual basis.
Senior Officers — there can be an agreement for an additional amount in lieu of incremental
advancement provided performance standards are achieved and those performance standards are
agreed between the Senior Officer and the Council. (CEO).
7. Field Staff Enterprise Agreement
Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.
AWU Enterprise Agreement No. 12 2022
Requirement Details Assessment Control
Rating
11. Employment No forced redundancy. Redeployment to a position of the same classification level. Redeployment | No redundancies during the period tested. N/A

Security

to a position of lower classification level with income maintenance. Provision of Voluntary
Separation Package.

13. Acceptance of
Classifications

Any reclassification claims or applications for reclassification are to be in writing in accordance with
the Classification and Reclassification Procedure. Reclassification is considered on the basis of:

e Achangein the authorised job description

e Anemployee being appointed to a recognised position of higher classification.

e An employee meeting the provisions of the Mixed Functions Clause of the Award 5.4.1.2

of the Award

e Where an employee demonstrates a willingness to multi-skill as per Clause 7 of the EB
Any new permanent employee engaged and who might ordinarily be classified as a Municipal
Employee 3 will be immediately reclassified to Grade 4 if they have a ‘light truck’ (LR) licence or will
be reclassified upon the completion of 12 months of satisfactory service and have (as a minimum)
a licence to drive a ‘light truck (LR)’".

Reclassifications were tested in our higher duties
testing. Found no issues in regard to supporting
documentation for classification changes.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

AWU Enterprise Agreement No. 12 2022

Requirement

Details

Assessment

Control
Rating

16 Special Rates
and Allowances

This clause lists the types of allowances that can be applied. How does the Council ensure that an
employee entitled to these allowances receives them?

Employee allowances and deductions were checked
to initial input into the payroll system for our new
employee samples. No issues were found.

17. Higher Duties

This clause does not apply to Coordinators, Managers or Executive Management teams. An
employee engaged in duties carrying a higher rate than their ordinary classification will be paid at
the higher rate in accordance with Clause 5.4 of the Award.

Payment will only be made if the details of the higher duties have been recorded on the
employee(s) timesheet for that day and authorised by the General Manager City Infrastructure or
nominee. Higher duty payments shall not apply where an employee agrees in writing to forgo
higher duty payments and undertake on-the-job training for the purposes of succession planning
and/or to enhance the employees' future career opportunities.

Employees working at higher duties were being paid
at the relevant higher classification for the term
specified in the agreement. We found no issues with
this process.

20 — Phased
Retirement

Within 5 years of retirement and choose to work part-time — by written agreement between the
employee and relevant General Manager, commence phased retirement. Access up to 500 hours
of accrued annual and long service leave to make up a full fortnight’s (76 hours). Must have worked
5 years with the council, must retain a balance of 15 days annual or long service leave, must be
medically fit to perform full-time work, not be receiving workers' compensation or temporary
disability payments under a superannuation insurance policy or any income protection. Must
attend work for a minimum of 3 days and a maximum of 8 days per fortnight over a 10-day fortnight
and not be performing paid employment for any other employer.

None in the tested employees

N/A

20 — Purchased
Leave

Employees may apply to purchase additional leave in terms approved by their General Manager.
Can purchase 1 to 2 weeks additional leave each year which is funded by salary deductions spread
evenly over the year. Reduces the fortnightly salary but allows employees to continue to receive
pay during the periods of purchased leave. Applications must be completed by the end of March
each year for the leave to be taken in the following financial year.

None in the tested employees

N/A

20 - Part Time
employment

By written agreement between an employee and the council, an employee may request to change
from a full-time working arrangement to part-time. The agreement must be signed by the
employee and the organisation.

Overtime applies to all part-time employees. Part-time employees only receive overtime payments
where the employee has completed in excess of the ordinary hours of work per week in accordance
with clause 22 of the EB, i.e. in excess of 10 per day worked Monday to Friday inclusive (but
excluding Public Holidays) and beyond an accrual of 75 flexible hours per annum and outside of the
times stated at Clause 22.

None of the tested employees on this award went
from full-time to part-time or were engaged part-
time.

N/A

21-
Superannuation

The default fund is Hostplus unless a new employee nominates a superannuation fund of their
choice.

Superannuation nomination forms were signed and
on file
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

AWU Enterprise Agreement No. 12 2022

Requirement

Details

Assessment

Control
Rating

Salary link — advised by Hostplus.
Market link — Superannuation guarantee levy

Superannuation
additional

A further 1% contribution will be made by the council for superannuation. This is over the
mandated contribution for superannuation.

The employees we tested were being paid in
accordance with the EB.

Salary Sacrifice

An employee may elect to vary the amount of salary sacrifice paid to an eligible superannuation
fund at any time. The employees' salary shall be the pre-sacrificed salary, however, the net salary
paid to an employee will be reduced by any amount of salary sacrificed to superannuation.

Deduction forms were signed and on file.

22 — Hours of work

This clause sets out the hours of work.

The employees we tested were being paid in
accordance with the EB.

23 — additional This clause sets out the requirements for additional hours and overtime. The employees we tested were being paid in
hours/overtime accordance with the EB.

24- On-call This section sets out the requirements for on-call allowances and callouts. The employees we tested were being paid in
allowance and accordance with the EB.

callouts

27 Sick Leave
Payment Scheme

Employees can be paid out a percentage of unused accrued sick leave entitlement on termination
of employment and cash-out part of the accrual of annual sick leave entitlement each year, l,e. a
maximum accrual of 76 hours per year.

Termination Pay Out —an employee must have served for a minimum of 10 continuous years with
the council and have a minimum preserved accrued entitlement of 500 hours at the date of
termination. Where an employee qualifies, the payment on termination equates to 50% of the
accrued entitlement above 500 hours. The payment is paid at the normal base wage at the date
of termination. The provisions do not apply to an employee who abandons or unlawfully
terminates their own employment or in circumstances where the employer terminates on the
grounds of unsatisfactory conduct and/or performance.

Annual Cash Out: an employee must have a minimum of 500 hours’ entitlement before any right
to part annual cash out arises. In any year, the right for annual cash-out of leave ceases should an
employee’s accrued entitlement fall before 500 hours. A qualifying employee shall have the choice
to either cash out part of the annual entitlement or allow accrual of the sick leave entitlement.
When a qualifying employee chooses to cash out part of the annual entitlement, the maximum
amount of the cash-out shall be 50% of the entitlement (76 hours, pro-rata for part-time) less the
amount of leave actually taken for the year. See the EB clause for an example calculation.

The termination calculation template includes the
calculation of unused sick leave in line with the EB.
The terminated employees tested did not have
unused sick leave higher than 500 hours.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

AWU Enterprise Agreement No. 12 2022

Requirement Details Assessment Control
Rating
The provisions apply to employees on their individual anniversary dates.
Should the employee have a nil Sick Leave Balance resulting from a cash-out, the employee may
access Sick Leave without Pay.
The Fair Work Ombudsman (Australian Govt) https://www.fairwork.gov.au/leave/sick-and-carers- | The EB provision that allows for a cash out of sick
leave/paid-sick-and-carers-leave/cashing-out-sick-and-carers-leave leave requires a retention of 500 hours, which is
States that most awards don’t allow employees to cash out sick leave. However, employees | above the amount required by the Fair Work
covered by a registered agreement can cash out sick leave if the agreement allows it. These | Ombudsman.
agreements are between an employer and employees such as an EB that is registered and approved
with the Fair Work Commission. The Fair Work Ombudsman also states that sick leave (if allowed
under an agreement) can only be cashed out if there is a separate agreement made in writing each
time leave is cashed out and the employee has a balance of at least 15 days of untaken paid sick
leave after cashing out and the employee is paid at least the full amount they would have been
paid if they took the leave.
37 — Wage Rates Sets out the dates for increases as per the EB. The employees tested were being paid in accordance
with the relevant EBs.
8. Field Staff Award
Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.
Local Government Employees Award
Requirement Details Assessment Control
Rating

4.2.4 Casual

Loading of 25%

Not entitled to leave

Accrues Long Service Leave

Penalties apply where relevant in the Award.

Minimum engagement for 2 consecutive hours

The maximum term (except for swimming pool attendants) of casual engagement working full-time
(38-hour week) is 10 consecutive weeks.

No maximum limit if casual employees work less than full-time hours.

However, an employee on casual for a period of at least 12 months, either on a regular and
systematic basis for several periods of employment or for an ongoing period of employment and

The employees tested were being paid in accordance
with the relevant Award.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Local Government Employees Award

Requirement Details Assessment Control
Rating
whose employment is consistent with full-time or part-time employment (working a minimum of
10 hours per week) has the right to elect to convert to full-time or part-time employment if
employment is to continue beyond the 12 month period. Employer must give notice to employee
within 4 weeks of the employee attaining the qualifying period of 12 months. If an employee does
not elect to convert or not to convert within 4 weeks of receiving written notice will be deemed to
have elected against any conversion.
Annual seasonal work is excluded — swimming pool employees, sale yard employees, and beach
cleaning employees.
If an employer refuses an election to convert, the reasons for doing so must be fully stated and
discussed with the employee concerned and a genuine attempt to reach an agreement or go to the
Dispute Settling Procedure.
An employee can only revert to casual with a written agreement with the employer.
4.3 Termination of | Sets out notice for termination — EB is referred to first. 1 week notice for employees less than 1 year and 2
employment weeks for employees more than 1 year. Tested with
no issues.
4.3.3 Statement of | The employer must provide an employee whose employment has been terminated with a written | This certificate is for the Centrelink Employment
Employment statement specifying the period of the employee’s employment and the classification or type of | Separation Certificate is provided to a terminating
work performed. employee upon request. One of the tested
employees came under this award but did not
require one.
4.4.3 Discussions Describes the process before termination. EB is referred to first. The termination process was documented and
Before Termination tested.
4.4.7 Severance Sets out severance pay — EB is referred to first. No employees were made redundant during the | N/A

Pay

scope of this Internal Audit.

5.3. Allowances

Sets out the types of allowances — EB is referred to first.

Our testing found that new employees are set up for
allowances correctly.

5.4 Mixed
Functions/Higher
Duties

Refer to EB first, if silent, then Award:

An employee engaged for 2 hours or more on any one day on duties carrying a higher rate than
their ordinary classification will be paid at the higher rate for the day. If it was less than 2 hours,
then paid at the higher rate for the time worked.

If the performance of the higher-level work becomes a normal and constant feature of the
employee’s substantive position for an accumulated period of 600 hours in a 12-month period,
then the employee will be reclassified to that level.

This was noted during the audit visit. We sighted this
in practice, the higher duties samples we tested
were for full days over a distinct period of time.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Local Government Employees Award

Requirement

Details

Assessment

Control
Rating

An employee acting or relieving in a position of higher grade shall be entitled to be paid at the
higher level.

Where an Employee is ME5 level or below and is predominantly engaged in the relief of regular
short-term absences such as sick leave, rostered days off and annual leave, and such relief is a
regular and constant feature of the employee's position for an accumulated period of 1500 hours
in a 12 month period then the employee will be reclassified to that level.

Where an employee is higher than ME5, and the work is specific and of a limited nature, the
employer and the employee will agree on the overall period of acting up. Where the period is
unknown, the employer and employee will review the acting-up arrangements after 4 months with
a view to either confirming the classification or agreeing on the continuation of the higher duties
and the time frames regarding the performance of such work.

These arrangements will be in writing and include the period of acting up or the date of review.
Where an employee acts in a position of a higher level for an accumulated period of 6 months
within a 12-month period, approved leave taken shall be paid at the higher rate, provided the leave
is taken within the period of acting up.

5.4.2 Higher Duties

Refer to EB first

An employee directed by their employer to perform duties of higher value shall be paid the
minimum wage rate for the higher paid classification if they substantially perform the duties or a
wage rate commensurate with the value of the duties directed to perform.

On the first occasion for a period of 5 days or more and on any other subsequent occasion, for one
working day or more to be entitled to higher duties.

Employees working at higher duties were being paid
at the relevant higher classification for the term
specified in the agreement. We found no issues with
this process.

6.1 Hours of work

Refer to EB first. Specific occupations and hours of work for the following are included in this
clause.

e  Public convenience attendants

e Town hall porters, caretakers, and watch persons.

e  Garbage tip work employees. Garbage collection employees

e Swimming pool attendants

e  Council community bus drivers

Our testing found that new employees and
employees on changed terms were set up correctly

6.1.3 Early Starts
and Late Finishes
6.1.4 hours
arrangements

Refer to EB

Our testing found that new employees and
employees on changed terms were set up correctly.

6.2 work breaks
6.3 overtime

Refer to EB first

Our testing found that new employees and
employees on changed terms were set up correctly.
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Local Government Employees Award

Requirement Details Assessment Control
Rating
6.4 Weekend work | Sets out the loadings Our testing found that new employees and
in ordinary time employees on changed terms were set up correctly.
7.1 Annual Leave & | Refer to EB first Our testing found that new employees and
Leave Loading employees on changed terms were set up correctly.
7.2 Sick Leave Refer to EB first Our testing found that new employees and
Note that in the first year, the entitlement to sick leave is prorated, but for each later year of | employees on changed terms were set up correctly.
continuous service, the entitlement is awarded at the beginning of the year.
9. Legislation
Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.
Local Government Act 1999
Requirement Details Assessment Control
Rating
$106 Periods of If an employee leaves the service of a council and, within 13 weeks of having done so, enters the | This was taken into account for terminated
service to be service of another council without having commenced other remunerated employment within that | employees’ samples. No issues were found.
regarded as intervening period, the periods of service, for the purpose of calculating present and accruing rights
continuous to long service leave and sick leave be taken as constituting a single period of service.
The new council is entitled to receive from the previous council a contribution of an amount for | None of the tested employees came from another | N/A
the Long Service Leave calculated in accordance with the regulations, and payment must be made | council
within one month after receipt of a written notice requiring that payment.
The previous council must supply the new council, on request, details of the service of the
employer. Councils include subsidiaries.
Local Government (Financial Management) Regulations 2011
R23(1) The entities that are included for transfer of Long Service Leave include. None of the tested employees came from another | N/A

e ThelGA
e Landscape Board (however, this needs to be legally checked)
e Agroup training organisation

council or relevant entity

R23 (3)

Sets out the calculation for the LSL, which is transferred to another council.

The termination checklist includes the transfer of LSL
to a new council.

Long Service Leave Act 1997
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Verify adherence to relevant Enterprise Bargaining Agreements, Industrial Awards, Contracts, Legislation and Council Policies.

Local Government Act 1999

Requirement Details

Assessment

Control
Rating

S5 Long Service
Leave Entitlement

Sets out the entitlement and notes that if a worker has completed 7 years of service, they are
entitled to a pro-rata payment. LSL is not paid if an employee is terminated due to serious and
willful misconduct or the contract of service is unlawfully terminated by the worker.

LSL was calculated for terminated employee
samples. No issues were found.

S6 Continuity of
service

Sets out what service and breaks do not break the continuity of service

This was taken into account for terminated
employees’ samples. No issues were found.

10. Better Practice Model — Internal Controls

Have the Local Government Financial Best Practice Model controls relating to payroll and HR in relation to the scope of this audit been implemented effectively?
The risks and controls following have been extracted from the Better Practice Model — Internal Financial Controls for South Australian Councils, June 2022. These are the risks and controls
included in Section 6.2 of the Model that relate to Payroll within the scope of this audit.

Risk

Control

For this Internal Audit — consider the controls in relation to changes made
to an employee, when a new employee is set up or when an employee is
terminated.

Assessment

Control
Rating

Payroll expense is
inaccurately calculated.

Where possible,
calculations.

standard programmed formulae perform payroll

Payroll calculations are verified in the system and checked by the
Financial Accounting Coordinator.

There is a process in place to ensure accurate data entry of payroll source
documents.

A Maintenance Audit Report is produced that shows any changes
to the Masterfile. This report is reviewed by the Financial
Accounting Coordinator, and changes are checked to the source
documents.

All calculations for generating payroll payments are verified for accuracy.

Payroll calculations are verified in the system and checked by the
Financial Accounting Coordinator.

Payroll disbursements are
made to incorrect or
fictitious employees

The payroll system generates audit reports detailing all payroll changes, and
there is a process in place to ensure all changes are reviewed and verified
against source documents.

Maintenance Audit Report is generated through the system and
reviewed by the Financial Accounting Coordinator to source
documentation.

There is a process in place to ensure employees are not added to the payroll
Masterfile, nor details amended, or amounts paid without receipt of the
appropriate forms which have been authorised by relevant staff.

Maintenance Audit Report is generated through the system and
reviewed by the Financial Accounting Coordinator to source
documentation.

Employee records to include employment details and/or contract terms and
conditions, authorisation for payroll deductions and leave entitlements.

Tested employment records showed all required information.

Any non-routine payroll queries or unusual payroll transactions/request are
referred to management for investigation.

A Maintenance Audit Report is produced that shows any changes
to the Masterfile. This report is reviewed by the Financial
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Have the Local Government Financial Best Practice Model controls relating to payroll and HR in relation to the scope of this audit been implemented effectively?
The risks and controls following have been extracted from the Better Practice Model — Internal Financial Controls for South Australian Councils, June 2022. These are the risks and controls
included in Section 6.2 of the Model that relate to Payroll within the scope of this audit.

Risk

Control

For this Internal Audit — consider the controls in relation to changes made
to an employee, when a new employee is set up or when an employee is
terminated.

Assessment

Control
Rating

Accounting Coordinator, and changes are checked to the source
documents.

There is a process to ensure employees are made inactive in payroll records
upon termination.

Noted in our terminated employee testing that all samples were
made inactive.

Payroll Masterfile does not
remain pertinent, and/or
unauthorised changes are
made to the payroll

The ability to access, modify or transfer information contained in the payroll
master files is restricted to authorised staff.

This is restricted and an Audit Report is produced that shows all
changes. This report is reviewed.

Managers periodically review listings of current employees within their
departments, and variances are investigated.

Advised this is done by Managers. The Financial Accounting
Coordinator keeps up-to-date files of all current employees titled

Masterfile. “Payroll Master File”, which keeps up-to-date records of
employees.
Voluntary and statutory The listing of payroll deductions is periodically reviewed by relevant staff for | Any changes to payroll deductions are reviewed in the

payroll deductions are
inaccurately processed or
without authorisation.

accuracy, compliance with statutory requirements and ongoing pertinence
with changes compared to authorised source documents to ensure that they
were input accurately.

Maintenance Audit Report, printed fortnightly.

All payroll deductions must be approved by the relevant employee.

Payroll deductions are requested and approved by relevant
employees.

Access to the payroll deduction listing is restricted to authorised staff

As per the user access listing — is restricted

Employees' termination
payments are not in
accordance with statutory

and enterprise agreements.

There is a process in place to ensure termination payments comply with
relevant policies, procedures, and legislation.

Employees follow an offboarding process to ensure terminations
are done correctly. The Payroll Officer has a Termination Pay
Calculation template that they follow when calculating a
termination payment.

There is adequate training of payroll staff to ensure they are up to date
with relevant statutory and enterprise agreements.

The Payroll Officer attends Auswide Payroll & Tax Training
annually.
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Appendix 2 — Risk Framework

The City of Mount Gambier has a Risk Administration Principle. This document was issued in June 2022 and was due

for review in June 2023. We note that this framework is overdue for review.

The Risk Administration Principle sets out the Council’s Risk Tolerance, Likelihood and Consequence tables for use in

risk assessments as follows;

Risk Tolerance

Risk Level Acceptance Level Monitoring Frequency
Low Acceptable Quarterly/Yearly
Medium Acceptable Monthly/Quarterly
High Acceptable in Some Circumstances Weekly/Monthly
Extreme Unacceptable in most circumstances Daily/Weekly

Risk Likelihood

Rating Potential for Risk to Occur Likelihood Description
Operations Projects/Business Case
Rare Extremely low probability. This will | May occur in exceptional Has not occurred in similar
only occur in exceptional circumstances. Could be incurred in a studies or projects.
circumstances. 5-10 year timeframe Conceivable, but in extreme
circumstances
Unlikely Low probability of an incident Could be incurred in a 2-5 year Known to happen but only
timeframe rarely
Possible Moderate probability of an incident | Could be incurred within a 1-2 year Incurred in a minority of similar
period studies or projects
Likely Probably will occur This will probably occur in most Could easily be incurred and
circumstances — several times a year has generally occurred in
similar studies or projects
Almost Expected to occur in most It is expected to occur again, This could be expected to occur
Certain circumstances immediately or within a short period — | more than once during the
likely to occur in most circumstances. study or project delivery.

Risk Area and Consequence

Risk Area Consequence | Consequence Description
Level
Finance Insignificant Financial Low — Financial Loss < $100,000 impact on operating result
Minor Financial Medium — Financial Loss > $100,000 and < $1,000,000
Moderate Financial High — Financial Loss > $,1000,0000 and < $2,500,000 or 2.5% or rate revenue
Major Financial Major — Financial Loss > $2,500,000 and < $5,000,000 or 5% of rate revenue
Catastrophic Financial Catastrophic — Financial Loss Exposure >$5,000,000 or 5% of rate revenue
Reputational Insignificant Little community interest, low profile, no news items
Minor Low impact, some passing interest, low news profile
Moderate Moderate impact, moderate public interest, public embarrassment, moderate news
profile
Major Sustained public interest, high negative news profile, Premier/Cabinet publicly

involved, third party action

Catastrophic

Widespread public agitation, Government censure, high multiple impacts, widespread
negative news profile.

Legal/ Regulatory/ | Insignificant No noticeable statutory or regulatory impact

Policy Minor Minor/temporary non-compliance with statutory requirements
Moderate Short-term non-compliance with moderate statutory requirements
Major Significant non-compliance with essential statutory requirements

Catastrophic

Long-term or indefinite non-compliance with essential statutory requirements may
result in criminal charges.






Risk Area Consequence | Consequence Description
Level
Service Delivery Insignificant Insignificant interruption to a service — no impact on customers/business
Minor Minor interruption to a service with minimal impact on customers/business
Moderate Moderate interruption to service delivery. Customer impact up to 48 hrs. Partial BCP
action may be needed.
Major Major interruption to service delivery or production capability, customer impact > 7

days. A component of BCP action may be needed.

Catastrophic

Major interruption to delivery of all or most services for more than 14 days. Full BCP
action required

People Insignificant Insignificant interruption to operational services, short-term vacancies, natural
attrition

Minor Minor impact on workforce, skills shortage, lack of training and development

Moderate Moderate impact on the workforce, inability to recruit and retain core council roles
and regulatory functions, loss of knowledge, ageing workforce, potential union
activities, complaints and disputes, staff engagement, workplace culture and
satisfaction levels.

Major Major impact on workforce, lack of specialised resourcing to deliver projects and
strategic plans

Catastrophic Catastrophic impact on the organisation, ICAC enquiry, maladministration, leading to
legal implications, and serious misconduct matters that impact brand reputation.

Infrastructure Insignificant Financial Low — Financial Loss < $100,000 impact on operating result

Minor Financial Medium — Financial Loss > $100,000 and < $1,000,000

Moderate Financial High — Financial Loss > $,1000,0000 and < $2,500,000 or 2.5% or rate revenue

Major Financial Major — Financial Loss > $2,500,000 and < $5,000,000 or 5% of rate revenue

Catastrophic Financial Catastrophic — Financial Loss Exposure >$5,000,000 or 5% of rate revenue

Environmental Insignificant A minor instance of environmental damage. It can be reversed immediately.

Minor Minor impact to the environment, e.g. on-site chemical release that can be
immediately contained. This can be reversed in the short term.

Moderate Moderate impact on the environment. Localised damage or chemical release that has
the potential to spread but can be contained or reversed with intensive efforts or
outside assistance

Major Off-site chemical release, severe loss of environmental amenity or danger of continuing

environmental damage

Catastrophic

Toxic off-site chemical release with detrimental effect, major loss of environmental
amenity or irrecoverable environmental damage.

Risk Assessment Matrix

Insignificant Minor Moderate Major Catastrophic
Rare Low Low Low Moderate High
Unlikely Low Low Moderate Moderate High
Possible Low Moderate Moderate High High
Likely Moderate Moderate High High
Almost Certain Moderate High High
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1. Executive Summary

1.1  Background

South Australia transitioned to a new planning system in March 2021. This new system is fully
electronic, providing online development assessment and processing via a web based ePlanning
platform, accessed via PlanSA.

The new ePlanning system applies to the whole of South Australia. The ePlanning platform brings
together the PlanSA portal, the on line Planning and Design Code, the South Australian Property and
Planning Atlas and the electronic Development Application processing system.

The new planning system was developed to implement the requirements specified within the
Planning, Development and Infrastructure Act 2016 (PDI Act) and relevant regulations.

1.2 Objectives

This audit reviewed the legislative compliance of Council’s development assessment processes and
aimed to provide assurance on the supporting frameworks in place such as delegations,
authorisations, policies, procedures and plans.

The full and final audit scope is included in Appendix 1.

1.3 Relevant Strategic Risks

This audit aligns with Council’s strategic risk ‘Non compliance with legislation requirements can result
in legal implications and inability to deliver on decision-making and critical council services’.

1.4 Good Practices Observed

v" Audit reviewed compliance with development application verification and assessment
timeframes, required approvals, and transparency of decision making and found a strong level
of compliance. Due to this strong result, verification and assessment compliance is not further
discussed in the report, however results are summarised in Appendix 5.

v Audit assessed whether COMG have appropriate accreditation and training in place for the
team and found a strong level of accreditation. The council is fortunate to have these
professionals in a competitive labour market, where there is a recognised shortage of skills.
Due to this strong result, training is not further discussed in the report, however results are
summarised in Appendix 6.

v" Processes in place were found to be consistent with legislation, with council staff
demonstrating knowledge and operations in accordance with the Planning and Design Code,
Practice Directions and other PlanSA guidance.!

! Note - Audit reviewed processes and evidence of appropriate consideration of requirements, however did
not specifically test for adherence with technical compliance.

PDI Act 2016 - Post Implementation Audit
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1.5 Glossary

The table below lists key abbreviations/terms used within this report and summarises details of these.

Term Detail

Accredited professional Persons holding accreditation to undertake assessment functions
prescribed by regulation.

Assessment Manager A role created in the Act, regularising the current practice of delegations
made to council and planning staff.

The person holding this role is an accredited professional appointed by the
Chief Executive Officer.

Assessment pathways Framework for assessments set out in the Act and include ‘Deemed-to-
satisfy’ and ‘Performance assessed’ (see below).

Building consent Assessment of a development application against the building rules. A
building consent is applicable to development where building work is
involved, unless exempted by the Regulations.

Building Fire Safety A Committee required under the Planning, Development and
Committee (BFSC) Infrastructure Act 2016 to take on the role of investigating buildings' fire
safety levels, ensuring they are maintained and operational.

Building Officer CoMG staff who are responsible for assessing building applications.

‘the Code’ The Planning and Design Code lists the defined land uses and is the first
point of reference in determining the nature of development and the
applicable assessment pathway.

The State Planning Commission is responsible for preparing and
maintaining the Code. The Commission consults with council and other
bodies when amending the Code. Councils can initiate amendments to the
Code with the agreement of the Minister acting on the advice of the
Commission.

Also referred to as ‘P&D Code’.

Code Amendments A proposal initiated by the State, private entities or a council to change the
policies, rules, or mapping within the existing Code.

Deemed-to-satisfy Simple development applications that are assessed by an accredited
professional or assessment manager and must be granted if compliant
with the relevant criteria. Typically, these development applications do
not require any notification or agency referral.

Development application An application for development approval and maybe either:

= aplanning consent development application (which may include a land
division certificate), or

= a building consent application.

PDI Act 2016 - Post Implementation Audit
Liability limited by a scheme approved under Professional Standards Legislation 4





Clalplns City of Mount Gambier

P&D Code Refer to ‘the Code’.
PDI Act (the Act) The Planning, Development and Infrastructure Act 2016 (SA).
Performance Assessed Development application that is assessed on its merits by an assessment

manager or assessment paneI.

Planning Consent Assessment of a development application (including land division) for
compliance with the planning rules. These development applications may
require notification and agency referral to complete an approval.

Planning Officer CoMG staff who are responsible for assessing planning applications.
Portal Refers to PlanSA’s ePlanning system.
RAP Limestone Coast Southern Regional Assessment Panel.

PDI Act 2016 - Post Implementation Audit
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1.6 Key Findings and Recommendations

This internal audit assessed the controls established to address council’s strategic risk ‘Non compliance
with legislation requirements can result in legal implications and inability to deliver on decision-making
and critical council services’ in relation to the PDI Act 2016. Based on the work undertaken, and when
considering the design and/or effectiveness of controls collectively, we conclude that the control
environment is majority effective.?

Positively, based on the results of our walkthroughs and sample testing, the processes in place for
planning, development and building assessments and inspections were found to be consistent with
the requirements of the Act. Council have a professional team that demonstrated working hard to
fulfil their role. Legislated processing timeframes for processing development applications and targets
for inspecting Class 1 and 10 buildings are consistently met.

Audit also identified some non-compliance with legislation and opportunities for improvement. In
particular, testing demonstrated failure to meet mandatory inspection targets for Class 2-9
(commercial) buildings.

Audit also analysed the capacity of the Development Services team and observed that Council’s
greatest risk exposure in achieving PDI Act compliance appears to be due to resourcing pressure.
CoMG are fortunate to have a highly accredited in-house team of professionals in a competitive labour
market, where there is a recognised shortage of skills. Analysis identified reduced resourcing and
increased demand for the team over time.

Identified opportunities for improvement (and potential symptoms of resourcing) are around
increasing current low levels of enforcement and compliance action, and conducting proactive
inspections — for example around fire safety. Audit considers that resourcing pressure is linked to the
risks of increased stress levels, higher incidence of errors, decreased team morale, potential staff
turnover and difficulty meeting service requirements.

Since the introduction of the PDI Act, there have been no code amendments within the Council area.
This is understandable, as staff reported a plan to wait until the SA Government’s overarching
Limestone Coast Regional Plan has been finalised before pursuing amendments. Audit found that the
Plan has been delayed, however the need for code amendments is nearing — for example in relation
to affordable housing. There is opportunity for council to consider and confirm its short to medium-
term intent in this space. These projects require significant effort.

Other opportunities identified include strengthening communications between internal stakeholders,
improving clarity around monitoring and tracking customer feedback and complaints, the BFSC
developing a proactive approach to inspecting higher-risk buildings, and the potential to develop
information guidelines that are used by the public and developers and assist in ensuring that
developments align with COMG’s character and community preferences.

Findings and recommendations are summarised over page.

Galpins would like to thank the team at City of Mt Gambier for their help and input into this audit.

2 Please refer to Appendix 2, Overall Control Effectiveness Ratings for further information.
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. Audit Risk | CoMG Risk | Expected
Recommendation (short form) . . Completion
Rating Rating
Date
2.1 (?pportunitY to cl.arify short to | pacommendation 1: Consider and confirm the Council’s short-term intent in | Moderate | Moderate Q1 2025
medium-term intention for code | (o |ation to city planning and the use of code amendments.
amendments July 2025

Recommendation 2: Review whether the Planning Team have sufficient capacity
and resources to lead Council-initiated code amendments, and/or respond to
externally driven code amendments.

2.2 Capacity High High July 2024

Recommendation 3: Prioritising human resourcing for the Planning Team.

Recommendation 4: Consider ways to reduce the workload associated with lower-

. Sept 2024
level customer requests on the Development Services team.

2.3 Key stakeholder relationship Moderate | Moderate ASAP — July

Recommendation 5: Re-introduce regular, recurrent scheduled meetings between

management and communications | poyelopment Services and Operations & Engineering teams and other 2024

stakeholders.
. ) ) ) December

Recommendation 6: Conduct a mapping exercise to document/confirm roles and 24
responsibilities between the Development Services and City Infrastructure teams.
Recommendation 7: Consider how CoMG could influence planning and
development activity by more proactively engaging with external stakeholders at December
the pre-planning stage, where applicable. 2024

2.4 Development enforcement and Moderate | Moderate June 2025

compliance actions

Recommendation 8: Increase capacity to perform important higher-risk
compliance and enforcement actions.

Recommendation 9: Consider engaging external consultants to assist with TBA
backlogs in class 2-9 building inspections.
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Recommendation (short form)

Audit Risk
Rating

CoMG Risk
Rating

Expected
Completion
Date

2.5 Delegations — opportunity to | pacommendation 10: Ensure that Council’s latest/updated published Delegations Low Low Complete
formalise acknowledgement re the | poqister a5 available on the public website.
PDI Act ) _ ASAP  July
Recommendation 11: Work to ensure that members of the Limestone Coast 2024
Southern Regional Assessment Panel have clarity around responsibility for
maintaining/updating relevant delegations.
Recommendation 12: Develop a pragmatic approach to periodically confirming August 2024
that Development Services officers’ delegations are up to date, correct and that
officers have signed acceptance of these delegations.
2.6 Governance mechanisms are in | pacommendation 13: The BFSC consider developing a proactive approach to Low Low Dec 2024
place, there is opportunity for | i i e ting higher-risk buildings.
proactive fire inspections to occur
2.7 Complaints management Recommendation 14: Review and update CoMG’s complaint handling policy with Low Low August 2024
respect to PDI Act obligations.
. . o ) December
Recommendation 15: Consider monitoring trends of community 2024
feedback/complaints to assist continuous improvement.
2'8_A_ need to review and update | pacommendation 16: Reconsider the need to continue maintaining the Land Low Low Sept 2024
policies Division and Building and Swimming Pool Inspection policies, and either revoke
them or update them to ensure consistency with legislation.
PDI Act 2016 - Post Implementation Audit
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2. Detailed Findings and Recommendations

. . . Audit Risk | CoMG Risk
2.1 Opportunity to clarify short to medium- Rating Rating

term intention for code amendments Moderate | Moderate

Key Findings

= Council has not proposed any code amendments since introduction of the PDI Act, and has
been waiting for release of the Limestone Coast Regional Plan to inform any new amendments.
Given that this Plan has been delayed, and the time since introduction of the Act, there is
opportunity to confirm/consider Council’s short-term intent around code amendments.

Discussion

The audit scope called for assurance on the supporting framework(s) in place to support Council’s
development assessment processes. When considering this element, it was important to obtain an
overall understanding of the strategic direction of planning within the CoMG.

Under the PDI Act, Planning and Design Code amendments can be initiated by the State, private
entities or a council. A code amendment is a proposal to change the policies, rules, or mapping within
the existing Code. For example, to designate zones for specific purposes or to change the previous
zoning of land, such as from rural to residential. Under the Act, COMG has less control over reforms
than previously, however there is still capacity to be proactive in driving reforms via Council-initiated
code amendments.

Staff reported that there have been no code amendments within the council boundary since the
introduction of the PDI Act, and that any Council-initiated work is on hold pending finalisation of the
updated Limestone Coast Regional Plan (an SA Government initiative).? This Plan is expected to give
strategic guidance about code amendments that are required, however it is currently overdue.

Two interviewees indicated a desire for updated guidance and clarification within CoMG around:

= direction for zoning, for example to meet pressing housing shortage needs and to provide
space for new housing development in a structured way

= master planning / expectations for developers within the council area (further discussed in
Section 2.3).

Council is obliged to consider community expectations around land use when considering code
amendments, and can proactively target code amendments that will facilitate growth in keeping with
the desired look and feel of the City. See Recommendation 1.

Risk Exposure

=  Council does not meet community expectations around proactively driving and influencing
planning reform under the PDI Act.

3 Summary information available at: https://www.plan.sa.gov.au/ data/assets/pdf file/0003/1138638/Fact-
Sheet-Limestone-Coast-Regional-Plan-Preparation.pdf.
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=  Privately-initiated code amendments occur in a haphazard manner before Council commences
proactive code amendments, meaning that developments/buildings are allowed in areas
considered undesirable by Council and the community.

Recommendation 1 Consider and confirm the Council’s short-term intent in relation to city
planning and the use of code amendments, for example whether Council
intends to:

= wait for the finalisation of the Limestone Coast Regional Plan
before commencing code amendment work

= commence proactive council-specific planning for code
amendments targeted at areas of highest need/demand.

The aim of this recommendation is to facilitate an updated discussion
about Council’s intent in relation to planning. Any Council-specific code
amendments will require resources. (see Recommendation 2)

Agreed Actions Council intends to wait for the finalisation of the Limestone Coast Regional
Plan before commencing code amendment work.

Action Officer Manager Development Services

Completion Date First quarter of 2025 — Noting Council’s Budgetary Restraints — No Budget
allocation for the 2024/2025 financial year

Resourcing Code Amendments

Internal Audit note that code amendments are resource-intensive, both for Council-initiated or
privately-initiated amendments.* The process is highly legislated and is summarised below.

High-level summary: code amendment process

Initiation on Finalised
Proposal; lodge consultation Minister assesses;
with Minister decision made
I A il )
, ‘ I c
% ! A
Review submissions If code
: Und.ertgke d amendment
investigations / respond, report, adopteil
pte
prepare to consult updates amendment
Consultation Parliamentary
Initiated completed review

4 Council staff are still required to be involved in responding and liaising re privately-initiated amendments.
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A more detailed summary is in Appendix 4.

The Development Services Team flagged the intention to make a budget bid for the 2025/26 budget
for Council to consider, and also the intention to conduct preparation work goes around Code
amendments in the 2024/25 year without a budget allocation.

If, in response to Recommendation 1 above, there is a decision for CoOMG to proactively drive and
influence planning reform under the PDI Act, there is scope to review the capacity of the Development
Services team to ensure they are able to pursue policy reform in line with the community’s
expectations. This review can also consider capacity to respond to any privately-initiated code
amendments.

Risk Exposure

= Council’'s Planning team may be insufficiently resourced to either proactively or reactively
participate in code amendments, meaning that planning and developments may not occur in a
proactive way that is aligned to Council’s and the community’s expectations.

Recommendation 2 Review whether the Planning Team have sufficient capacity and resources
to:

= |ead Council-initiated code amendments, and/or
= respond to externally driven code amendments.

Note — even in the event that Council decide not to drive proactive code
amendments in the short term, there is a need to be aware of resource
implications associated with any potential privately-initiated code
amendments.

Agreed Actions Service reviews and workforce planning project will commence in first
quarter of 2024-25. Summary findings will be presented to the Audit and
Risk Committee upon completion.

Action Officer General Manager Corporate and Regulatory Services
Manager Organisational Development

Completion Date July 2025

PDI Act 2016 - Post Implementation Audit
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Audit Risk | CoMG Risk

2.2 Capacity Rating Rating

High High

Key Findings

= The Planning and Building officers work hard to meet legislative standards. In addition, Audit
observed a lack of capacity for them to complete work beyond the base minimum. These
observations appear to be supported by trends observed in data.

Discussion

The scope called for a review of the adequacy of Council's processes to align to the new planning
regime. Audit held discussions with staff, reviewed relevant Council policies and performed
walkthroughs and sample testing of processes as documented in the PlanSA Portal. The results of this
testing was positive, demonstrating alignment between CoMG policies and processes and the
requirements of the Act. The timeliness of COMG's processing of development applications is also
summarised in Appendix 5.

Internal Audit noted delays in some building inspections,® a backlog of mandatory commercial building
inspections, absence of proactive fire safety inspections (discussed in Section 2.6), and inability to
perform proactive compliance work or value add and strategic tasks. These appear to be due to
resource constraints.

The Planning Team reported growing demand. Whilst statutory assessment timeframes are being met,
this is achieved thanks to the Planning Officer’s efficiency in processing what appears to be an above
average number of applications compared to other councils (keeping in mind the inherent limitations
on comparing such metrics, as discussed below) and leaves limited time for addressing customer
queries or other value-add activities.

Whilst the workload of the team has reportedly always been high, staffing levels have declined in
recent years and the team reported loss of access to dedicated administrative support, in conjunction
with growth in workload and legislative compliance obligations. Potential future plans for council to
initiate code amendments, pending finalisation of the updated Limestone Coast Regional Plan, will
likely add considerable additional workload even if council are assisted by external consultants.

To validate these anecdotal observations, Audit has attempted to review trends in data and to
compare resourcing with other councils. Whilst indicative, this analysis is flawed due to the changes
in the planning system under the new scheme making prior year comparisons less meaningful, and
volume comparisons with other councils challenging due to the differences in not only volume, but
also nature and complexity of applications. However, the data is indicative and supports the anecdotal
observations of a lean workforce and increasing workloads.

The current staff present as overextended, which can lead to increased stress levels, higher risk of
errors, and decreased overall team morale. This situation may result in higher staff turnover, further
exacerbating the staffing shortfall. See Recommendation 4.

5 Statutory targets for class 2-9 building inspections are not being met, exposing Council to potential reputational
and legal risks and penalties. See Section 2.4 for further discussion.
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Changes in development activity over time

Staff reported a noticeable increase in development in recent years, particularly post-Covid, a trend
that has been experienced across the SA local government sector. Audit reviewed activity data from
2015 (prior to 2018 staffing reductions — discussed below) to March 2024. Whilst not quite an ‘apples
for apples’ comparison,® the numbers are indicative, demonstrating an increase in the average
number and value of applications / approvals being processed each month over time.

Development Services activity over time

Ave Monthly
Value of Ave No.
No. Value of
Approved | Months Approvals /
Year |Approvals/ L. Approved
L. Development| of Data [Applications per
Applications . Development
$'000 Month ,
$'000

2015 409| S 32,853 12 34( S 2,738

2016 399| S 35,963 12 33[ S 2,997

i 2017 401| S 45,474 12 33| S 3,790
Building

2018 365| $ 38,410 12 30| S 3,201
Approvals

2019 330| S 55,592 12 27( S 4,633

2020 494| S 118,598 12 41| S 9,883

2021 472| S 174,272 12 39| S 14,523

2022 497( S 53,790 12 41| S 4,483
Development

.. 2023 624| S 50,718 12 52| S 4,227
Applications

2024 199| S 13,538 3 66| S 4,513

Changes in staffing levels

The following table provides an approximate timeline of staffing changes (by FTE) for the
Development Services team since 2017:

Indicative Staffing

[ 2017 ] 2018 [ 2019 [ 2020 [ 2021 [ 2022 [ 2023 [ 2004 |
‘ Jul-Dec | Jan-Jun Jul-Dec | Jan-Jun | Jul-Dec | Jan-Jun | Jul-Dec | Jan-Jun | Jul-Dec | Jan-Jun | Jul-Dec ‘ Jan-Jun | Jul-Dec | Jan-Jun ‘
Manager 1 1 1 1 1 1 1 1 1 1 1 1 1 1
Planning
Senior Planning Officer 1 1 1 1 1 1 Q o 0 Q 1 1 1 1
Planning Officer 1 1 1 1 1 1 1 0.2 0 0 0 0 o 0
Building
Building Officer 2 2 1 1 2 2 2 2 2 2 2 2 2 2
Trainee Building Officer 0 i] 1 0 0 0 0 0 0 0 0 0 i] 0
Total FTE 5 5 5 4 5 5 4 3.2 3 3 4 4 4

5 Prior to the new system going ‘live’ in March 2021, development activity levels have been estimated based
on the number of building approvals. Post go-live, development activity levels have been estimated based on
the number of development applications.
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The table above shows a reduction in staffing for Planning, 2 to 1 FTE. During times that positions
remained vacant, the Manager Development Services absorbs the additional workload. The current
Senior Planner commenced in August 2022.

Two Environmental Health Officers (EHOs) have also left and these positions remaining unfilled,
Council have recently negotiated for Wattle Range Council’s EHO to assist at CoMG one day per
fortnight. The Manager Development Services is also absorbing some of these duties.

Council is currently working through the recruitment process to recruit a Para Planner through an
initiative with the Department of Planning and the Local Government Association.

Applications per Planning Officer comparison

Audit also analysed the number of development applications per Planning Officer during the period
01/01/2023 to 01/01/2024 for five councils — CoMG + four medium sized metro councils (names
excluded for confidentiality reasons).

Application numbers have been obtained from the Plan SA Development Application Register, with
staffing numbers obtained from discussions with the respective councils.

It is difficult to directly compare staff resources between different councils, as there are many factors
which impact the appropriate staffing levels including experience of staff, nature and complexity of
applications being assessed, and the extent of use of external support. However, the following
comparisons are indicative and support anecdotal observations and staff sentiment that resourcing at
CoMG is lean.

No. of Development Applications

. . FTE ..
Under Decision . | Applications

Total Planning
Assessment Made ' Per FTE
Officers Comments

City of Mt
Gambier

51

329

380

1

380

No use of consultants to assist with work loads. Manager
backfills when Planning Officer has leave.

Council 2

216

586

802

160

2 dedicated Development Admin staff, including 1
Development Administration Trainee.

Council 3

278

999

1277

6.5

196

High volume of 'Accepted Development' - only building
consent is required, no planning consent is needed. Utilise
consultants to assist with capacity. Business Support Team
(admin) overseen by Team Leader Planning. Aim to add an
additional Planner and admin support to assist with
workloads.

Council 4

195

519

714

178

FTE includes 1 Cadet Planning Officer. Customer Liaison
(admin function) overseen by Team Leader Planning, 0.8 FTE
admin support.

Council 5

193

688

881

440

High workload has been challenging, have used many
consultants to assist with high volume of applications.
Utilise 3 FTE Development Technicians (admin support) to
assist with work loads, reporting to Team Leader Planning.

Administrative support

Prior to 2018, the Development Services team reported a dedicated administrative resource for the
team, with a direct phone number for enquires. Post 2018, this resource was replaced with a 1.8 FTE
allocation of admin support from the Customer Service Team, who sit at the main reception with a
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general phone line into Council and manage Council-wide enquiries. Staff reported a noticeable
decline in the level of assistance able to be provided by admin support staff, for example in answering
development-specific customer queries, with a resultant increase in the workload of professional
planning staff.

Analysis of planning/building call requests, and the number of times calls are transferred or a phone
message taken by the Customer Service Team demonstrates the upward trend in calls received by
council and also transferred to Development Services:’

Building/Planning Call Statistics

120

100

80

60

40

20 N
0
& R N S Y S A S
X W ng W N ?9 X2 e O R NS &

e Received/Resolved — emmm==CR)| e=m=Transferred

CRM = customer request raised in the ‘Customer Request Module’ of the system — for Development Services to
specifically address.

Audit consider that the above chart indicates increased customer interaction for the Development
Services Team. See Recommendation 4.

Risk Exposure

= |nsufficient human resource capacity resulting in increased stress levels, higher risk of errors,
and decreased overall team morale impacting service delivery.

= Increased risk of statutory timeframes under the PDI Act not being met.

= |nsufficient capacity to appropriately initiate and/or respond to code amendments, leading
to sub-optimal development within the council area.

Recommendation 3 Council prioritise recruitment of additional human resourcing for the
Planning Team, for example via the existing plans for appointment of a
Para Planner through the initiative with the Department of Planning and
the Local Government Association.

Note: CoMG’s current Planning Officer is a highly experienced Level 1
Planner, who is currently assessing simple applications and performing
other duties that could be performed by a more junior staff member or
admin resource (see also Recommendation 4). As such, additional

7 Data as provided, figures not available for June/July 2023 and demonstrated above as a static line.
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resourcing does not need to be at a senior level to have a meaningful
impact on capacity.

Agreed Actions Addressing via para planner / additional administration support.

Action Officer Manager Development Services
General Manager Corporate and Regulatory Services

Completion Date July 2024

Recommendation 4 Consider ways to reduce the workload associated with lower-level
customer requests on the Development Services team. Options may
include:

= Assigning a dedicated admin resource to assist the team, providing
them training and assigning responsibility for lower-level tasks
otherwise being performed by Planning Officers such as customer
service provision. This role may also for example check that
expected information is lodged with applications (with
consideration given to Schedule 8 requirements for plans and
information) and data reporting.

= More specifically training existing Customer Service Team
members about how to resolve lower-level planning and building-
related queries, with a targeted reduction in call transfers.

= Developing reference material for the Customer Service Team to
use, for example FAQs or a knowledge library that supports them
to provide accurate information to customers. This may also be
included on the Council website.

Note — the above are options only, the intent is to proactively identify a
way to reduce administrative burden on professional planning/building
officers. This would be subject to cost/benefit considerations.

Agreed Actions Para Planner commenced June 2024, Admin assistance currently being
finalised, Para planner will commence work on FAQ’s in conjunction with
other officers in August 2024

Action Officer Manager Development Services
Manager Organisational Development

Completion Date September 2024
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. . Audit Risk CoMG Risk
2.3 Key stakeholder relationship Rating Rating

management and communications Moderate | Moderate

Key Findings

= There is opportunity to strengthen communication and the clarity of roles/responsibilities
between Development Services and the Operations & Engineering teams in particular—with
scope to document the role of key internal stakeholders and agreed workflows for internal
consultation when assessing an application.

= There is potential to develop information guidelines for the public to access when planning a
new development and to influence developers to aligh with COMG's character and community
preferences.

Discussion

The audit scope called for a review of ‘internal relationships and workflow management between
departments where appropriate’. Workflow management is important as, under the PDI Act, Planning
officers refer applications to in-house specialists for input. Responses must be received in a timely way
or, under the Act, applications may be deemed as approved.

To achieve this, Audit spoke with a member of the Executive, as well as the Development Services and
Operations & Engineering teams about their experiences with internal collaboration. We identified
two areas for strengthening workflow management: with Environmental Health Officers and the
Operations & Engineering Team.

Environmental Health Officers

There are currently two Environmental Health Officer (EHO) vacancies. Prior to this, Planning staff
reported referring to EHOs regularly, including via a weekly meeting. A former EHO had a logon for
the ePlanning Portal and could access the data they required. Input from EHOs has naturally declined
as CoMG rely on input from an EHO on a single day a fortnight basis, a shared resource from Wattle
Range Council.

Operations & Engineering team

Audit identified a need for strengthened engagement and collaboration between the Operations &
Engineering and Development Services teams. Both teams expressed a desire for this to occur. Causes
of low engagement levels include:

= general busyness / pressure on capacity (See discussion in Section 2.2)

= short assessment timeframes, limiting opportunity for collaboration and the ability to
influence the assessment outcome

= discontinued formal collaboration mechanisms, and
= some lack of clarity around roles and responsibilities between teams.

These are further discussed over page.
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Short assessment timeframes

Stakeholders reported some delays in receiving input into development applications, and a reliance
on Planning Officers’ knowledge in the absence of this input. This may be addressed by formalised
collaboration mechanisms (see below).

A need for formalised collaboration mechanisms

As at fieldwork, Audit observed a lack of formalised mechanisms to encourage and/or require
collaboration. Examples of such mechanisms could include regular, recurrent scheduled meetings
between internal stakeholders, and/or specific triggers (embedded in policy/procedures) during the
assessment process requiring collaboration. Historically, there have been recurrent meetings
scheduled between the Operations & Engineering and Development Services teams.

Internal engagement is a key component for achieving successful development outcomes for CoMG,
as a lack of internal engagement can lead to sub-optimal development outcomes. For example, the
impact of the development on infrastructure and the surrounding neighbourhood, such as
stormwater, bin collection, street parking and trees onsite, may not be adequately considered. See
Recommendation 5.

Opportunity to clarify roles and responsibilities between teams

Stakeholders expressed various areas where there is opportunity for increased clarity in the roles and
responsibilities between the Operations & Engineering and Development Services teams. In summary,
these points appeared to be around:

= what could be influenced through the planning assessment process, and

= what planning and infrastructure requirements must be established outside of planning
assessment process.

Interviewees identified some inconsistencies in understanding of the extent to which council can
influence development. Under the PDI Act, council’s influence over planning direction can be limited.
Short assessment timeframes, streamlined approval processes and detailed, specific and mandatory
requirements of the PDI Act and the Code mean that once an application is lodged, there is limited
opportunity to influence the development. Teams demonstrated desire and a need for further clarity
around roles and responsibilities in this space. See Recommendation 6.

Opportunity to develop / provide guidance information to external stakeholders

In addition to the development assessment process, there is opportunity for Council to more
proactively influence development within its capacity as the Local Government Authority. There are
decision points for councils under the PDI Act that can provide opportunities for CoMG to positively
influence the nature of development. This may be driven by the Engineering team, and result in
reduced calls to the Planning officers. An example is outlined below.

Example — area where Council can influence planning direction

Under s102 of the PDI Act, for proposed division of land where land is to be vested in a
council, the council needs to accept the vesting, and prescribed requirements regarding
internal roads and drainage of the land must be met to the council’s satisfaction. Early
intervention by engaging with developers and providing them with clear guidance
regarding CoMG expectations when evaluating the decision to accept the vesting of
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land and/or infrastructure is key to giving CoMG the best chance of positively
influencing the future direction of development in the city.

In relation to the vested land example above, there is reportedly some level of early engagement by
the Operations & Engineering Team with developers, however this is hindered by a lack of guidance
about CoMG expectations and absence of a current COMG master plan® that can be provided to
developers. Engineering Team guidance that describes and promotes CoOMG’s preferred position and
expectations for key elements of developments may help educate developers, provide them greater
opportunity to consult with CoMG subject matter experts in the pre-application stage, and allow them
to identify development options that align with Council’s strategic intent and planning principles. This
may also help to reduce enquiries and time impact upon Planning Officers. See Recommendation 7.

Risk Exposure

= Some lack of clarity around roles/responsibilities between teams may create time delays and
unnecessary resource duplication in responding to customer requests and providing input
into developments.

= CoMG’s influence over planning and development activity may be restrained by the limited
engagement with developers in the pre-application stage.

= Lack of engagement between key internal stakeholders during the pre-application stage and
when assessing an application may result in sub-optimal planning outcomes.

Recommendation 5 Re-introduce regular, recurrent scheduled meetings between
Development Services and Operations & Engineering teams and other
stakeholders for joint review of upcoming developments and current
Performance Assessed development applications.

Agreed Actions As per recommendation

Action Officer Manager Development Services

Manager Engineering, Design & Asset

Completion Date ASAP —July 2024

Recommendation 6 Conduct a mapping exercise to document/confirm roles and
responsibilities between the Development Services and City Infrastructure
teams. This can provide further clarity and consistency to all staff on roles
and responsibilities. This may also include internal service standards.

Note: When implementing this recommendation there is an opportunity
for CoMG to liaise with peer councils and consider their service standards.

Agreed Actions As per recommendation

8 The Greater Mt Gambier Master Plan is currently out of date.
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Action Officer

Manager Development Services

Manager Engineering, Design & Assets

Completion Date

December 2024

Recommendation 7

Consider how CoMG could influence planning and development activity by
more proactively engaging with external stakeholders at the pre-planning
stage, where applicable. Solutions may include developing guidance on:

= CoMG’s preferred position on key elements of development plans,
including explanation of requirements under the PDI Act

= CoMG’s view on best practice outcomes with respect to wholistic
planning considerations such as stormwater management,
established tree retention, streetscape enhancement, and heritage
character preservation.

=  CoMG subject matter experts who are available to assist developers
with enquiries at the pre-planning stage.

Agreed Actions

Guidance Development: Develop comprehensive guidance documents
outlining CoMG's preferred positions on key elements of development
plans. This should include clear explanations of requirements under
relevant legislation like the Planning and Development Infrastructure (PDI)
Act.

Best Practice Outcomes: Define COMG's views on best practice outcomes
for holistic planning considerations such as stormwater management,
established tree retention, streetscape enhancement, and heritage
character preservation. This can be communicated through guidelines,
policy statements, or informational materials provided to developers.

Subject Matter Expert Availability: Identify and designate CoMG subject
matter experts who can assist developers with inquiries at the pre-
planning stage. Ensure that these experts are accessible and responsive to
developers' needs, providing guidance and expertise to help align projects
with CoMG's objectives and regulatory requirements.

Stakeholder Engagement Platforms: Establish platforms or forums for
regular engagement between CoMG representatives and external
stakeholders, including developers, community groups, and industry
associations. These platforms can facilitate dialogue, exchange of ideas,
and collaboration on planning and development initiatives.

Education and Awareness Programs: Conduct educational programs and
outreach activities to raise awareness among developers and other
stakeholders about CoMG's priorities, policies, and expectations regarding
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Action Officer

planning and development. This can include workshops, seminars, and
informational materials disseminated through various channels.

Manager Development Services

Manager Engineering, Design & Asset

Manager Economy, Strategy and Engagement

Completion Date December 2024
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Audit Risk | CoMG Risk

2.4 Development enforcement and compliance Rating Rating

actions Moderate | Moderate

Key Findings

= Legislative targets for Class 1 building inspections are being significantly exceeded, whilst
legislative targets for inspection of Class 2-9 building inspections are not being achieved.

= There is minimal follow-up of developers’ and building owner’s compliance with Essential
Safety Provisions (ESPs).

= The team reported limited capacity to meet all compliance and enforcement obligations, and
focus on Class 1 inspections as a priority.

Discussion

The scope called for a review of council’s processes, documentation and procedures for development
enforcement and compliance actions, and their compliance with the relevant provisions of the PDI
Act. To achieve this, audit reviewed relevant council policies / procedures, interviewed key staff with
responsibilities for development enforcement and compliance actions, and reviewed data from the
Portal demonstrating progress against legislative targets.

Building and Swimming Pool Inspections

State Planning Commission PRACTICE DIRECTION 8 - Council Swimming Pool Inspections 2019 and
PRACTICE DIRECTION 9 - Council Inspections 2020 set the minimum level of inspections that must be
undertaken each relevant reporting year (1 July to 30 June). "Council Policy D150 - Building &
Swimming Pool Inspection Policy" reiterates the requirements of these practice directions. The policy
is consistent with the Directions, with the exception of an additional target within Council’s policy to
undertake inspections on 10% of all approvals for Class 10A (verandas etc.) and 10% of all approvals
for Class 10B (retaining walls, fences etc.). Council has not met these self-imposed targets (see Section
2.8 for further discussion).

The following extract taken from the PlanSA Portal shows Council’s inspection rate as at the time of
the audit against the target:

Practice Direction 9

Building Class Target % Building Works Building Works Building Works
Inspected % Commenced Inspected
290 262

Class 1 66% 90.34%
Class 2-9 90% 32.97% 91 30

Practice Direction 8

Building Class Target % Building Works Building Building Building Works

Inspected % Works Works Inspected Within
Completed Inspected Timeframe (10
Days)

o
o
B
8]
a
=
(]
a
(=]
=)
8]
18]
L.
o

Swimming Pools 100% 1
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Opportunity to more systematically target Building Officer work tasks

As indicated on the previous page, for Class 1 buildings a minimum of 66% of building work
commenced in the relevant year must be inspected. As indicated above, Council is exceeding
inspection requirements, with an inspection rate of 90.34% (24% above requirements).

The Building Officer performing these inspections reported that they spent the majority of their time
managing and performing building inspections, with little time to perform other responsibilities such
as compliance action or inspection of Class 2-9 buildings.

Audit consider that, given inspections for Class 2-9 buildings are approximately 57% below target as
at March 2024, there may be opportunity to reduce the number of inspections performed for class 1
buildings to a range closer to legislative target minimums to allow the Building Officer to prioritise
other parts of their role. See Recommendation 8.

Shortage in inspections conducted: Class 2-9 and swimming pools

For Commercial buildings (Class 2-9 buildings) a minimum of 90% of building work commenced in the
relevant reporting year must be inspected. As shown in the table on the previous page, Council is not
currently meeting the required inspection targets for Class 2-9 buildings, with an inspection rate of
32.97% against a target of 90%.°

The table on the previous page also shows that Council did not meet timeframes in inspecting one
swimming pool. Recommendation 8 and Recommendation 9.

Capacity to conduct proactive work

Audit note that in relation to swimming pools, Council has been advised of only 1 completed pool. Per
the PDI Act, swimming pool means ‘an excavation or structure that is capable of being filled with water
and is used primarily for swimming, wading, paddling or the like and includes a bathing or wading pool
or spa pool’.

It is noteworthy that inspection numbers are based on Council being advised that building works have
commenced (or swimming pools completed). Council officers reported lack of capacity to perform
proactive follow up of building works to ensure that it has a complete population of commenced /
completed works, and it is likely that there are instances of owners failing to notify council. Audit
understand that there are anecdotally not many swimming pools installed in Mt Gambier, however
given that there is a swimming pool and spa retailer in the city, this number appears under-reported.
See Recommendation 8.

% Inspections can be undertaken by a by a Building Officer with Building Level 2 Accreditation provided
buildings are no more than three storeys in height or have a floor area of no more than 2,000m?. Over
these limits, a Building Level 1 Accreditation is required. Council’s Development Services Coordinator
is currently Level 2 accredited, and in the process of achieving Level 1 accreditation. Council’s Building
Officer is currently Level 3 accredited, and in the process of achieving Level 2 accreditation.
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Essential Safety Provision (ESP) Compliance

When Council issues consent for a commercial property, it provides the ESP Form 1 (outlining required
essential safety provisions) and Form 2 (owners sign to say all ESPs installed). Owners do not always
return these forms, which are required before they can have the certificate of occupancy.

For certain larger non-dwelling buildings, in accordance with regulation 94(10) and (11), a building
owner must provide annual proof to council — via lodgement of a ‘Form 3’ - that maintenance and
testing have been carried out on all ESPs applicable to the building. Council’s Customer Service team
proactively send a reminder email to all known owners with a relevant building requiring an Annual
return form. Again, not all owners complete and provide Council with their Form 3s.

Ideally, Council would conduct further proactive follow up with owners regarding their incomplete
ESP Forms. No formal process is currently in place for this follow up, with the primary reason provided
being a lack of capacity. In addition, staff reported that the new Portal does not facilitate an efficient
process for these reviews, and that the process has deteriorated since transitioning to the new system.
See Recommendation 8.

Building and Rectification Notifications

Council’s ‘“Administrative Principle — Enforcement Of Unlawful Development' outlines the processes
for investigating and, where required, taking enforcement action to address unlawful development.
Enforcement actions are tracked and monitored via the PlanSA Portal.

The policy promotes a pragmatic approach to enforcement action, with the Delegated Officer selecting
the appropriate enforcement action following a decision to investigate which may include taking no
action, informal action (such as a verbal advice), or formal action. In practice, Council has recorded
minimal rectification activities. Of the 718 buildings requiring inspections as listed in the ‘Building and
Rectification Notifications Report’ for the period 27/4/2021 to 18/03/2024 only 7 have been flagged
as requiring rectification, the last of which was on 7/04/2022. Staff reported that only informal actions
have been taken in recent times, as staff seek in the first instance to resolve issues through informal
discussions with developers and have found this to be effective. Whilst not possible to evidence,
anecdotally the low volume of enforcement actions may potentially also be influenced by the lack of
capacity in the team. See Recommendation 8 and Section 2.2.

Risk Exposure

= Low levels of proactive compliance and enforcement activity, and failure to meet mandated
inspection targets may result in increased risk of non-compliant building works, inadequate
ESPs and unsafe swimming pools in the community, exposing council to reputational risk and
increased potential for legal penalties and/or fines.

Recommendation 8 Increase capacity to perform important higher-risk compliance and
enforcement actions, such as further proactive follow-up of outstanding
ESP Forms and failures to notify council of completion of swimming pools,
by:
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= reducing the number of Class 1 building inspections being performed,
and utilise the freed-up capacity to perform compliance and
enforcement actions

= provide training and assign responsibility to select administrative
support staff to assist with lower-level tasks otherwise being
performed by Building Officers such as following up outstanding items
with developers / building owners, data reporting and customer
service provision, and

= working with local supplier(s) to ensure that they advise when
swimming pools are installed.

Agreed Actions

Prioritise Compliance Actions: Evaluate the current workload of Class 1
building inspections and identify areas where resources can be
reallocated. Prioritize higher-risk compliance and enforcement actions
over routine inspections to focus efforts on addressing outstanding issues.

Training and Delegation: Provide comprehensive training to select
administrative support staff to handle lower-level tasks typically
performed by Building Officers. Assign responsibility for tasks such as
following up with developers/building owners, data reporting, and
customer service provision

Streamlining Processes: Identify opportunities to streamline compliance
and enforcement processes to improve efficiency. This may include
leveraging technology for streamlined communication with stakeholders.

Action Officer

Manager Development Services

Development Services Coordinator

Completion Date

June 2025

Recommendation 9

Consider engaging external consultants to assist with backlogs in class 2-9
building inspections.

Agreed Actions

To be considered as part of the Workforce plan and service review and will
be subject to available resources. This will be considered and reported
back to the Audit and Risk Committee.

Action Officer

Manager Development Services

Development Services Coordinator

Completion Date

TBA — Covered in 8 as above — process improvements and better
administration could significantly address this recommendation
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Audit Risk | CoMG Risk

2.5 Delegations - opportunity to formalise Rating Rating

acknowledgement re the PDI Act

Low Low

Key Findings

= Delegations in relation to the PDI Act were updated in concurrence with internal audit
fieldwork.

= There is some opportunity to clarify delegations in relation to the RAP, in particular where
these delegations should be recorded/published.

Discussion

The audit scope called for a review of legislative compliance in relation to supporting frameworks such
as delegations and authorisations.

Delegations within Reliansys System

Council uses the Reliansys system to maintain its instruments of delegations under the PDI Act. This is
available both online and in-house. Staff can log into the system and view delegations relevant to
them. The public/online version is currently dated 2021.'° See Recommendation 10.

As at the time of audit fieldwork, delegations in line with Instruments A and B of the Act were included
in Reliansys. There had been some lack of clarity around whether delegations linked to Instruments C
and D were Council’s responsibility to update, as these include delegations related to the Limestone
Coast Southern Regional Assessment Panel (RAP). The decision was made to update Reliansys with
CoMG officers’ delegations relevant to these Instruments C and D of the legislation.

Until the end of June 2024, Council is the administrator of the RAP. This panel represents four councils.
Any delegations relevant to the RAP and not administered by CoMG are not currently managed by
CoMG’s Governance and Property Team. Audit understand that other councils have raised questions
about these delegations, indicating a need for clarity around roles/responsibilities around the
management of delegations relevant to the RAP. See Recommendation 11.

Internal processes around delegations

The administration of delegations and authorisations is an intricate task, and council’s use of the
Reliansys system assists in achieving efficiencies with this. The intent is to track all delegations and
authorisations, and CoMG officers are able to log in and view all delegations associated with their role.
Reliansys also has a feature to notify officers of changes to relevant legislation.

The internal process around delegations for the PDI Act is clearly documented.!! Audit found that:
= the high-level process for delegation to the CEO was undertaken correctly

= sub-delegation to officers occurs via the system only, with email notification to officers upon
commencement and if there are any changes

10 See: https://cdn.mountgambier.sa.gov.au/docs/Delegations-Register-3-June-2021.pdf
11 See Administrative Procedure, RelianSys — Delegations / Authorised Officer Appointments, p.11.
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= the procedure outlines a process for officers to sign their Instruments of Delegation, however
this currently does not occur, with resourcing constraints cited, and

= authorisations are in place as required.

Given that Building Officers reported having over 300 delegations each, the task of manually printing
and signing off on these would take time. It is important, however, to ensure that delegations are up
to date and accurate, for example as any decision challenged and found to be made by someone
without delegation would be overturned. See Recommendation 12.

RAP

Audit found that Delegation to the Assessment Manger was documented and in line with
requirements, and that CoMG officers’ relevant delegations relevant to the RAP’s operations were
updated and clarified as at the time of audit fieldwork.

Risk Exposure

= Incorrect delegations/authorisations and/or understanding of these may lead CoMG or RAP
officers to make decisions incorrectly or without appropriate authority.

Ll g B O Ensure that Council’s latest/updated published Delegations Register as
available on the public website.

Agreed Actions As per recommendation

Action Officer Manager Governance and Property

Completion Date Completed

S [ B BB Work to ensure that members of the Limestone Coast Southern Regional
Assessment  Panel have clarity around responsibility  for
maintaining/updating relevant delegations in association with
Instruments C and D under the PDI Act.

Note — this may be achieved via an email/agenda item for RAP discussion
and the intent is to ensure ongoing clarity between all member councils.
The action can be closed after CoMG employees have raised/worked to
address the matter.

Agreed Actions As per recommendation
Action Officer Manager Development Services

Completion Date ASAP- July 2024 (Will introduce an induction for the new panel
membership commencing in July 2024)
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GEC S B P Develop a  pragmatic approach to periodically confirming that
Development Services officers’ delegations are up to date, correct and that

officers have signed acceptance of these delegations.

within the Development Services team.

This recommendation may be considered on a cost-benefit basis. For
example, this update may occur annually/biannually or be conducted

Agreed Actions As per recommendation

Action Officer Manager Governance and Property

Completion Date August 2024
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Audit Risk | CoMG Risk
Rating Rating

2.6 Governance mechanisms are in place, there
is opportunity for proactive fire inspections

Low Low

Key Findings
= Thereis opportunity to strengthen the scope/operations of the Building Fire Safety Committee.

Discussion

The audit scope called for a review of the governance mechanisms introduced, including the
Limestone Coast Southern Regional Assessment Panel (RAP), the Building Fire Safety Committee
(BFSC) and the Assessment Manager in relation to the terms of reference, appropriateness of
delegations and appointments to these authorities.

A summary of analysis of governance mechanisms is below.

Governance mechanism Status Comment
Assessment Manager = Appropriately qualified, and
(Council)

= the Reliansys system documents appointment to
the role, as per s.87 of the Act.

RAP = Terms of Reference (August 2022) align with the
PDI Act
= members have been appropriately appointed

= a Deputy Member has been appointed to be called
upon as needed

= Assessment Manager appropriately appointed

= panel ‘gazetted’ May 2022, including a summary of
the core provisions, panel procedures and cost
sharing arrangements.

BFSC = Terms of Reference established, comply with
requirements of s.157(17) of the Act
= Members appointed via Council Resolution only

= meets annually — this meets legislative
requirements however there is opportunity to
strengthen operations of the BFSC. See
Recommendation 13 and discussion below.

Building Fire Safety Committee

The BFSC meets annually. A review of the 2023 Minutes indicates a report for only one property was
considered, with the same property also the only property considered in 2022.
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Currently, the Committee meets minimum requirements. Section 157 of the Act indicates additional
scope for the Committee:

(1)

(2)

(3)

An authorised officer who holds prescribed qualifications or a member of an
appropriate authority [the BFSC] may, at any reasonable time, enter and inspect
any building for the purpose of determining whether the fire safety of a building
is adequate.

An authorised officer who holds prescribed qualifications must conduct an
inspection of a building under subsection (1) at the request of an appropriate
authority or a fire authority.

If an appropriate authority is satisfied that the fire safety of a building is not
adequate, the appropriate authority may cause a notice to be served on the
owner of the building...

This indicates opportunity for the BFSC to be used to drive more strategic fire safety within the council
area. A summary is included in the diagram below.

Potential opportunities for the BFSC — Strategic Approach to Fire Safety

Current
status

CURRENT STEP

*» |mproved safety

RISK- PROACTIVE TRACK
BASED INSPECTIONS PROGRESS /
PLAN ENFORCE

Develop risk- Officers BFSC monitor
based Inspect progress and
approaclh to enforce
proactive
inspections

01 02

The BFSC’s Terms of Reference also include an ‘Investigation and Inspection Priority Policy’. This
outlines events that may trigger an inspection by an authorised officer:

5.1.1 Direction by a relevant fire authority

5.1.2 Complaint from the public
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5.1.3 Audit and/or targeted buildings and businesses

The Terms of Reference further outline the Committee’s inspection priorities, ‘noting the intent is not
to carry out annual inspections, but to address or rectify buildings as identified under 5.1, to the
extent that would provide an adequate level of safety for the building occupants.’

The Terms of reference also identify that ‘Audits should be performed on a 10 yearly basis and
monitored through Council’s record keeping systems with updates of inspection to BFSC.’
Other councils’ approaches

IA note that some councils have proactive fire inspection approaches. For example, one Council’s BFSC
ToR notes:

The Committee shall develop and implement a fire safety inspection schedule based on:
9.1.1. Buildings identified as a high fire safety risk, including:

9.1.1.1. Ensuring high risk buildings where life safety criteria are most important are
inspected first i.e.: overnight accommodation for unrelated persons; and

9.1.1.2. where large crowds congregate during operating hours ...*2

This indicates that there is opportunity for a more proactive and scheduled approach to fire inspection.
Internal Audit understand that although there is desire to conduct these inspections, they do not occur
at present, reportedly due to resourcing/capacity constraints. See Recommendation 13.

Risk Exposure

= Council may miss opportunities to ensure that buildings meet appropriate fire safety
standards due to a lack of proactive inspections.

= Council may suffer reputational damage if an event occurs and it has not performed
inspections in line with community expectations.

e e ER The BFSC to consider:

= developing a proactive approach to inspecting higher-risk buildings,
with the highest-risk buildings inspected first

= monitoring/tracking these inspections and ‘causing issue’ of notices
to be served as required as per s157 of the PDI Act.

Note — this recommendation can be considered on a cost/benefit basis,
Internal Audit understand that it involves resource considerations.

Agreed Actions As per recommendation but dependant on adequate resourcing. Final
result to be reported back to Audit and Risk Committee.

Action Officer Manager Development Services — Development Services Coordinator
Completion Date December 2024

12 City of West Torrens. BFSC Terms of Reference. Online, URL:
https://westtorrens.prelive.opencities.com/files/sharedassets/public/v/3/objective-digitalpublications/term-
of-reference/building-fire-safety-committee-terms-of-reference.pdf
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Audit Risk | CoMG Risk

2.7 Complaints management Rating Rating

Low Low

Key Findings

= Council currently captures limited complaints data. There is opportunity to formalise the
approach to capturing and monitoring trends in customer feedback. This could relate to
Development Services only, or across Council.

Discussion
To provide assurance around the adequacy of internal processes under the PDI Act, Internal Audit
aimed to review complaints data and use this to understand trends/areas for strengthening and/or

areas of strength. (It is important to highlight that this part of the audit was not conducted due to
concerns about the Development Services team, but as part of the planned audit process).

The structures under the PDI Act provide for a person to make a complaint about a decision that was
made, or the conduct of a decision maker, including the following:

= RAP-complaints must be lodged with the Chief Executive of PlanSA, and

= Assessment Manager — complaints must be lodged with the Chief Executive Officer of the
council that appointed them.3

Audit note that complaints may be raised for areas within Council’s control (timeliness, transparency
around decisions made) or outside of Council control (e.g. approval of ‘deemed to satisfy’
applications). When outside of Council control, these do not meet the definition of a complaint against
Council’s services.

Audit aimed to review CoMG's customer feedback and complaints in relation to the Development
Services Team, and identified the following:

=  Council has a C200 Request for Service and Complaint Policy (the Policy) that outlines the
approach to complaints handling

= the Policy does not refer to complaints under the PDI Act and is overdue for update
= the Policy defines a reasonable request for service, there is opportunity to define a complaint

= the Policy is not clearly found on the Council website —a search for ‘complaint’ on the landing
page brings up a range of other operational documents staff reported that they do not lodge
information about complaints received if the calls are received directly unless a threat has
been made against them (lodged via Skytrust system)

= the public is able to contact Council directly to make a complaint

= complaints lodged in writing are captured in a complaints log

13 Plan SA 2022, ‘How to make a complaint about a decision maker’, URL:
https://plan.sa.gov.au/have your say/make a complaint/how to make a complaint about a decision ma
ker
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= there were only two complaints documented in relation to Building and Planning staff in the
last 12 months (therefore no trend information able to be considered).

Audit note that the Development Services team are professional and that processes appear thorough.
They also reported dealing with abusive customers regularly. It is better practice, however, to record
all complaints whether received via writing, in person or over the telephone. These can then be
reviewed to identify trends and promote continuous improvement. They can also provide Council with
assurance that planning /building processes are operating well, or provide insight into areas where
further public information can be provided as a way to reduce complaints received. In addition, this
information can be used to document unreasonable requests and support staff in dealing with these.

See Recommendation 14 and Recommendation 15.

Risk Exposure

= |f formalised complaints handling processes are not in place, COMG may not comply with the
PDI Act’s complaint handling requirements.

= |f CoMG does not monitor customer feedback and complaints, CHB may miss opportunities
to better address community expectations/preferences.

S I EHGEL MRS Consider reviewing and updating the Customer Request and Complaint
Handling policy. Items to consider include:

= definition of a complaint

= clarity of how complaints against the Assessment Manager should
be documented, lodged with the Chief Executive Officer and
investigated

In addition, clarify what form a complaint must be in before it is formally
lodged (currently written format only). This can ensure that all staff are
aware of and comply with the PDI Act’s expectations around complaint
handling procedures.

Note — complaint management affects all of Council, this recommendation
specifically addresses complaints in relation to the PDI Act only.

Audit note that a range of peer councils capture phone call complaints to
ensure that all received concerns are actioned. This may be actioned on a
whole-of-Council approach, with all complaints captured (including in
relation to development).

Agreed Actions Council are in the process of updating the Request for Service and
Complaints Policy

Action Officer Manager Governance and Property
Completion Date August 2024
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Recommendation 15

Agreed Actions

Action Officer

Completion Date December 2024

Consider monitoring trends of community feedback/complaints around
development services as a way to assist management in understanding
areas for continuous improvement and/or to obtain assurance about
processes being performed well.

Note — this is a better practice recommendation only and is included for
continuous improvement purposes only.

Set up a regular schedule for analysing community feedback and
complaints data. This could be done monthly, quarterly, or annually,
depending on the volume of feedback received. Analyse the data to
identify recurring issues, trends, and areas for improvement.

Based on the analysis of feedback and complaints data, identify specific
areas within development services that require improvement. Look for
patterns or common themes in the feedback to pinpoint areas where
changes or adjustments may be needed.

Develop action plans to address the identified improvement
opportunities.

Manager Development Services

Manager Organisational Development (Customer Service/Records)
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Audit Risk | CoMG Risk
Rating Rating

2.8 Policies - minor updates to be considered

Low Low

Key Findings
=  Council’s Land Division policy is out of date, referring to repealed legislation.

= The Building & Swimming Pool Inspection Policy introduces inspection targets over and above
legislative requirements, which are not being met.

Discussion

The required processes for Planning and Development are heavily regulated, and as such Council-
specific policies are generally not beneficial or necessary. Rather, Council staff generally refer to the
PDI Act and regulations, and Plan SA guidance and Practice Directions. Council does have two relevant
policies in place, discussed below.

Policy L130 Land Divisions

This policy sets out CoMG’s requirements for land divisions and their associated road construction
within the Council area. The policy is out of date (overdue for review since August 2023), and does
not refer to the PDI Act.

The policy is currently published on Council’s website. In practice, staff are applying the requirements
of the PDI Act, and not this policy. See Recommendation 16.

Council Policy D150 — Building & Swimming Pool Inspection Policy

This outlines requirements for building inspections pursuant to s144 of the PDI Act, Practice Direction
8 — Inspection Policy for Swimming Pools 2019 and Practice Direction 9 — Council Inspections 2020.

The policy is consistent with the Directions, with the exception of an additional target to undertake
inspections on 10% of all approvals for Class 10A (verandas etc) and 10% of all approvals for Class 10B
(retaining walls, fences etc). Council has not met these self-imposed targets.

Given the existence of specific Practice Directions from PlanSA, there is opportunity to review whether
this policy is required. See Recommendation 16.

Risk Exposure

= Policies being inconsistent with legislation increases the risk of non-compliance with
legislation and/or policy.

SR G CEE LS Reconsider the need to continue maintaining the Land Division and
Building and Swimming Pool Inspection policies, and either revoke them
or update them to ensure consistency with legislation (including
reconsidering the benefit of establishing more onerous inspection targets
than those mandated by legislation).
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Agreed Actions The Land Division Policy is currently under review by the infrastructure
team. The Building and Swimming Pool Inspection can be revoked

Action Officer Manager Engineering, Design & Assets

Manager Development Services

Development Services Coordinator - The Land Division Policy is an
Engineering Policy

Completion Date September 2024
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Appendix 1. Scope of the audit engagement

Aty o

o amtie Gal pins

Internal Audit Scope
PDI Act 2016 - Post Implementation Audit

South Australia transitioned to a new planning system in March 2021. This
new system is fully electronic, providing online development assessment
and processing via a web based ePlanning platform, accessed via PlanSA.

The new ePlanning system applies to the whole of South Australia. The

Background ePlanning platform brings together the PlanSA portal, the on line Planning
and Design Code, the South Australian Property and Planning Atlas and
the electronic Development Application processing system.

The new planning system was developed to implement the requirements
specified within the Planning, Development and Infrastructure Act 2016
(PDI Act) and relevant regulations.

This audit will review the legislative compliance of Council's development
assessment processes and as well as provide assurance on the supporting

Audit Objective frameworks in place such as delegations, authorisations, policies,
procedures and plans.
The audit scope will cover post implementation review of the system
reforms including:
= the adequacy of Council's processes to align to the new regime
= |egislative compliance - including in relation to required supporting
frameworks such as resources, delegations and authorisations
= review of Council's application of the Planning and Design Code,
Mational Construction Code, Ministerial Specifications and Practice
Directions
= review of the governance mechanisms introduced (RAP, Assessment
Manager, Building Fire Safety Committee) in relation to terms of
reference, appropriateness of delegations, appointments to these
autherities
Scope = review council’s processes, documentation and procedures for

development enforcement and compliance actions and their
compliance with the relevant provisions of the PDI Act (excluding
detailed analysis of operational examples — primary focus on
framework and timeliness of high-risk enforcement/compliance
actions)

= training/development for staff, and

= internal relationships and workflow management between
departments where appropriate.

The audit will not include detailed testing, and/or provide a comprehensive
review of Council’s implementation of the ePlanning system per a larger
‘service review' engagement. The review will consider workflows and
procedures from a high-level and with a consideration of risk.
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In conducting the engagemeant, the team will:

= conduct interviews with key stakeholdars and team members

= review key Council documentation and relevant policies and
procedures where applicabla

= conduct select testing of delegations, authorisations and enforcemeant
and compliance actions

= identify potential opportunities for improvement

= draft a report summarising findings and recommendations

= allow management responses to be considered as part of the draft
report and the subsequent review process, and

= provide a final report for presentation to the Audit and Risk Committee.

Methodology

This audit aligns with Councils strategic risk/s:
Relevant Risks

= Governance, Compliance, and Legislative Obligations.
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Appendix 2.0verall Control Environment
Conclusion Rating Definitions

This internal audit project aimed to assess the controls established to address a key strategic risk or
risks as documented in the Executive Summary. Based on the work undertaken, and when considering
the design and/or effectiveness of controls collectively, we conclude that the control environment is
one of the following ratings:

Requires
Significant Ineffective

Majority Partially
Effective Effective

Improvement
Controls Controls Controls Controls Controls
assessed were | assessed were | assessed were assessed assessed were
effective in largely partially require ineffective in
Definition mitigating the effective in effective in significant mitigating the
key strategic mitigating the | mitigating the | improvement key strategic
risk or risks key strategic key strategic | to mitigate the risk or risks
risk or risks risk or risks key strategic
risk or risks
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Appendix 3. Council Risk Framework

Below is a relevant extract from Council’s ‘Risk Management Administrative Principle’ document.

Target Risk Level / Risk Tolerance

The Organisational target risk level is the risk tolerance and rating the Organisation is willing to
accept after implementing controls.

Risk Level Acceptance Level Monitoring Frequency
Low Acceptable Quarterly / Yearly
Medium Acceptable Monthly / Quarterly
High Acceptable in Some Circumstances Weekly / Monthly
Extreme Unacceptable in most circumstances Daily/ Weekly

Risk Likelihood

The Risk Likelihood based on the potential for the risk to occur.

Rating | Potential for Risk to Occur | Likelihood Description
Rare Extremely low probability. | Operations Explanation:
Will only occur in May occur in exceptional circumstances.
exceptional circumstances | Could be incurred in a 5-10year timeframe
Projects / Business Case Explanation:
Has not occurred in similar studies or
projects, Conceivable but in extreme
circumstances
Unlikely Low probability of an Operations Explanation:
incident Could be incurred in a 2-5 year timeframe
Projects / Business Case Explanation:
Known to happen but only rarely
Possible Moderate probability of an | Operations Explanation:
incident Could be incurred within a 1-2 year period
Projects / Business Case Explanation:
Incurred in a minority of similar studies or
projects
Likely Probably will occur Operations Explanation:

Will probably occur in most circumstances -
several times a year

Project / Business Case Explanation:

Could easily be incurred and has generally
occurred in similar studies or projects

Almost Certain

Expected to occur in most
circumstances

Operations Explanation:

It is expected to occur again, immediately or
within a short period - likely to occur most
Project / Business Case Explanation:

Could be expected to occur more than once
during the study or project delivery
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Risk Area and Consequence

The Councils risk appetite and consequence level may vary based on the area of risk. The areas are
defined as Financial, reputation, Legal / Regulatory / Policy, Service Delivery, People, Infrastructure
and Environmental.

Finance
Consequence Level Consequence Description
Insignificant Financial Low - Financial Loss <$100,000 impact on operating
result
Minor Financial Medium - Financial Loss >$100,000 and <$1,000,000
Moderate Financial High - Financial Loss >$1,000,000 and <$2,500,000 or
2.5% rate revenue
Major Financial Major - Financial Loss > $2,500,000 and < $5,000,000
or 5% rate revenue
Catastrophic Financial Catastrophic - Financial Loss Exposure >$5,000,000 or
5% rate revenue
Reputation

Consequence Level

Consequence Description

Insignificant Little community interest, low profile, no news items

Minor Low impact, some passing interest, low news profile

Moderate Moderate impact, moderate public interest, public
embarrassment, moderate news profile

Major Sustained public interest, high negative news profile,

Premier/Cabinet publicly involved, third party action

Catastrophic

Widespread public agitation, Government censure, high
multiple impacts, widespread negative news profile

Legal / Regulatory / Policy

Consequence Level

Consequence Description

Insignificant No noticeable statutory or regulatory impact

Minor Minor/temporary non-compliance with statutory requirements

Moderate Short-term non-compliance with moderate statutory
requirements

Major Significant non-compliance with essential statutory

requirements

Catastrophic

Long term or indefinite non-compliance with essential statutory
requirements and may result in criminal charges
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Service Delivery

Consequence Level

Consequence Description

Insignificant Insignificant interruption to a service — no impact to
customers/business

Minor Minor interruption to a service with minimal impact to
customers/business

Moderate Moderate Interruption to service delivery. Customer impact up
to 48 hrs. Partial BCP action may be needed

Major Major interruption to service delivery or production capability,

Customer impact > 7 days. Component of BCP action may be
needed.

Catastrophic

Major interruption to delivery of all or most services for more
than 14 days. Full BCP action required.

People

Consequence Level Consequence Description

Insignificant Insignificant interruption to operational services, short term
vacancies, natural attrition

Minor Minor impact on workforce, skills shortage, lack of training and
development.

Moderate Moderate impact on workforce, inability to recruit and retain
core Council roles and regulatory functions, loss of knowledge,
ageing workforce, potential union activities, complaints and
disputes, staff engagement, workplace culture and satisfaction
levels

Major Major impact on workforce, lack of specialised resourcing to
deliver projects and strategic plans.

Catastrophic Catastrophic impact on organisation, ICAC enquiry,
maladministration, leading to legal implications, serious
misconduct matters that impact brand reputation

Infrastructure

Consequence Level

Consequence Description

Insignificant Financial Low - Financial Loss <$100,000 impact on operating
result

Minor Financial Medium - Financial Loss >$100,000 and <$1,000,000

Moderate Financial High - Financial Loss >$1,000,000 and <$2,500,000 or
2.5% rate revenue

Major Financial Major - Financial Loss > $2,500,000 and < $5,000,000

or 5% rate revenue

Catastrophic

Financial Catastrophic - Financial Loss Exposure >$5,000,000 or
5% rate revenue
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Environmental

Consequence Level

Consequence Description

Insignificant

Minor Instance of environmental damage. Can be reversed
immediately

Minor

Minor impact to environment, e.g. on-site chemical release that
can be immediately contained. Can be reversed in the short
term.

Moderate

Moderate impact to environment. Localised damage or
chemical release that has potential to spread but can be
contained or reversed with intensive efforts or outside
assistance

Major

Off-site chemical release, severe loss of environmental amenity
or danger of continuing environmental damage.

Catastrophic

Toxic off-site chemical release with detrimental effect, major
loss of environmental amenity or irrecoverable environmental
damage

5. RISK ASSESSMENT MATRIX
This Risk Assessment Matrix is as follows
Insignificant Minor Moderate Major Catastrophic

Rare Low Low Low Moderate High
Unlikely Low Low Moderate Moderate High
Possible Low Moderate Moderate High High

Likely Moderate Moderate High High

Almost Certain Moderate High High

PDI Act 2016 - Post Implementation Audit

Liability limited by a scheme approved under Professional Standards Legislation

44






Galpins

City of Mount Gambier

Appendix 4. Code Amendment Process

Initiation™

Mote: code amendments at this point in the

process are not published on the website

* Proposal to initiate is prepared - outlines
scope of the amendment and
nvestigations

* Lodged with the Minister for Planning for
approval {(with advice from the
Commission)

S
On consultation

= Consultation is undertaken in
accordance with the engagement Plan

EIE

Finalised”

(Adopted, altered and adopted or declined)
® Winister assesses the code amendmeant
(with advice from the Commission) and
makes a decision fo adopt, amend and
=dopt or decline the code amendment -
decision published on the website within

5 days (not given effact)
* Code amendment deployed into the
electronic Planning and Design Code (ie

izkes effec)

* Fee may be required

Source: Plan SA: https://plan.sa.gov.au/have your

Initiated

Preparation (pre-engagement)

* Minister has agreed to initiate the code
amendment

* Designated entily undertakes
nvestigations and prepares for
consuliation

(o]

Consultation completed

* Dasignated entity reviews and
responds o submissions made during
consultation

* Prepares engagament report and
evalustes consultstion process

* Prepares amendment for final adoption

Parliamentary review

* |f adopted, the code amendment is
referred to the ERDC for review -
occurs within 28 days of coming imto
effect

say/code-amendments
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Appendix 5. Sample testing results -
Development Application verification and
assessment

Audit assessed compliance with verification and assessment timeframes, required approvals, and

transparency

of decision making for a sample of seven development applications submitted to Council

through the portal and noted all required timeframes, authorisations and minimum record-keeping
requirements are met. Testing results are summarised below.

Stage Minimum requirements in the portal Audit observation
. The officer is required to provide a 7of7-‘P&D Code’ reason on file, text box not
Verification . s
reason for their determination and can used.
choose from two options: 'P&D code’ or 7 of 7 — Verified within required timeframe
‘Other’, with an optional text box to (adjusted for additional information request
provide reason details delays).
Documenting a reason for the 1of1relevant—Assessmentreportuploaded.
Assessment — S oo g .
determination is not compulsory, butan 1 of 1 relevant — Verified within required
deemed to . . . 14 .
. option to upload notes is available'*. timeframe.
satisfy
Upload an Assessment Report which 6 of 6 relevant—Assessment report uploaded.
Assessment - captures the decision-makin
performance p g = 1 approved by the RAP
assessed = 5 approved by Assessment Manager
6 of 6 — Verified within required timeframe
(adjusted for additional information request
delays).

The Act provides statutory timeframes for development assessment and approval as follows:

VE
/ ASSESSMENT CLOCK STARTS
VWV to 20 3 40 50 6 0 8 9 "Dars

PLANNING

CONSENT DEEMED-TO-SATISFY

# BUSINESS

PERFORMANCE

ASSESSED
+ 20 business days where Commission
or Assessment Panel are the authority

+20-30 business days where
agency referral required

+ 30 business days where public
notification required

RESTRICTED

Including encroachment or oft-set

LAND
DIVISION

it

FOR COMMISSION
OR PANEL DECISION

Wﬁi{%ﬁfm REFERRAL
W;’;’; % /,»: 5 WW PUBLIC NOTIFICATION /

APPLICANT RESPONSE

CONSENT
BURBIS | cussrono mfﬂﬂ/
CLASSES 2-9 __f///m’iﬁ’/// o Commssion
DEVELOPMENT - %
APPROVAL - .

14 plan SA 2020, Module 7.2Guide Verify a Planning & Land Division Consent: Verification of a Development
Application, URL https://plan.sa.gov.au/data/assets/pdf file/0007/699028/Module 7.2 Guide -

Verify a Planning and Land Division Consent.pdf.
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Appendix 6. Assessment of COMG’s
accreditation under the PDI Act

Under the Accredited Professionals Scheme established by the PDI (Accredited Professionals)
Regulations 2019, those assessing the development application must be accredited. The following is
a summary of the accreditation levels at CoOMG.

Assessment Delegate Accreditations for planning Accreditations for building
pathway g applications applications
Deemed-to- Accredited 2 x Level 1 accredited g Access to Building Level 1
satisfy professional officers accredited officer as needed

(consultant)

One officer has trained to
achieve L1 accreditation and is
finalising practical experience.

g Another officer has recently
achieved Building Level 2
accreditation

Assessment 0 Assessment Manager
Manager Level 1 accredited

®

Performance  Assessment 0 Assessment Manager g Access to consultant with
assessed Manager (Planning Level 1) Building Level 1 accreditation

Assessment O Panel members are g One member Building Level 1
panel accredited to accredited; three members are
Planning Level 2. One Level 2 accredited.
member has Planning
Level 1 accreditation.

Council is meeting the minimum PDI Act accreditation requirements, and is particularly fortunate to
have two officers accredited to Planning Level 1. In addition, training one officer with Building Level 1
accreditation means that Council will be able to issue consent for all building matters.
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Appendix 7. Documents reviewed

Documentation reviewed for this audit includes but is not limited to the below:

Accredited Professionals Register - City of Mt Gambier

Administrative Principle - Enforcement of Unlawful Development - references old Act (dated 2019)
Advice of appointment to the Limestone Coast Southern Regional Assessment Panel - deputy
member

AR22 57336 Signed - Section 84 Notice of Appointment Form - Limestone Coast Southern
Regional Assessment Panel - various

AR22 62064 Building Fire Safety Committee Agenda - 12 09 2022

AR22 63486 Signed - Section 84 Notice of Appointment Form - Limestone Coast Southern
Regional Assessment Panel — appointment forms

Authorised Officer's cards

Building Approvals Statistics 2015 - 2021

Building Fire Safety Committee - Minutes - assorted

City of Mount Gambier Risk Management Administrative Principle

Council Policy D150 Building and Swimming Pool Inspections

Council Report - Establishment of Council Building Fire Safety Committee Council 16032021
Council Resolution - Action Item - Establishment of Council Building Fire Safety Committee
Council-Policy-D150-Building-and-Swimming-Pool-Inspections

Customer Support Administration Team - Call Statistics 2023 and 2024

Development Application Register - Mt G - All development within Mt G 01.01.23 to 01.01.24
Development Services Team Structure - March 2024

Development Statistics 2023 and 2024

FW_ Land Division - Limestone Estate - Council consent to an easement

Government Gazette Notice - Limestone Coast Southern Regional Assessment Panel Notice - Page
1049 - Published 05 05 2022

Instrument A - PDI Act

Instrument B — PDI Act

Instrument C - PDI Act

Instrument D - PDI Act

L130 Land Divisions

Letter to City of Mount Gambier - Appointment of Assessment Manager - LCSRAP
Limestone Coast RAP ToR

Mt Gambier - delegations and links to online register

Organisational Chart - Corporate and Regulatory Services - February 2024
Overview - building reforms under PDI Act

PDI Accredited Professionals Regulations 2019

PDI Act 2016

Planning Building CRM's 1-1-2023 to 27-3-2024

Register - Development Team authorisations

Top 50 Development Trends For All Applications — various reports
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Appendix 8. Staff members interviewed

= General Manager Corporate and Regulatory Services

= Manager Development Services / Assessment Manager to Limestone Coast Southern
Regional Assessment Pan

= Senior Planning Officer

= Development Services Coordinator
=  Building Officer

= Manager Executive Administration

= Manager Operations and Engineering
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Disclaimers

Inherent limitations

This report has been prepared for the information and internal use of the City of Mount Gambier in
accordance with the scope and objectives outlined in the Executive Summary of this report. The
services provided in connection with this engagement comprise an advisory engagement which is not
subject to the Australian Auditing Standards or the Australian Standards on Review and Assurance
Engagements. Consequently, no express opinions or conclusions have been drawn or intended to
convey assurance. Due to the inherent limitations of any internal control structure, it is possible that
fraud, error or non-compliance with laws and regulations may occur and not be detected.

Further, the internal control structure, within which the control procedures that have been subject to
the procedures we performed operate, has not been reviewed in its entirety and, therefore, no
opinion or view is expressed as to the effectiveness of the greater internal control structure. The
procedures performed were not designed to detect all weaknesses in control procedures as they are
not performed continuously throughout the period and the tests performed on the control procedures
were on a sample basis. Any projection of the evaluation of control procedures to future periods is
subject to the risk that the procedures may become inadequate because of changes in conditions, or
that the degree of compliance with them may deteriorate.

We believe that the statements made in this report are accurate, but no warranty of completeness,
accuracy or reliability is given in relation to the statements and representations made by, and the
information and documentation provided by, the City of Mount Gambier’s management and
personnel. We have not sought to independently verify those sources. We are under no obligation in
any circumstance to update this report, in either oral or written form, for events occurring after the
report has been issued in final form unless specifically agreed with the City of Mount Gambier. The
internal audit findings expressed in this report have been formed on the above basis.

Third party reliance

This report is solely for the purpose set out in the Executive Summary of this report and for the City of
Mount Gambier’s information, and is not to be used for any other purpose or distributed to any other
party without Galpins’ prior written consent. This internal audit report has been prepared at the
request of the City of Mount Gambier or its delegate in connection with our engagement to perform
internal audit services. Other than our responsibility to City of Mount Gambier, neither Galpins nor
any member or employee of Galpins undertakes responsibility arising in any way from reliance placed
by a third party, including but not limited to the City of Mount Gambier’s external auditor, on this
internal audit report. Any reliance placed is that party’s sole responsibility.
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About us
2D SERVICES FINANCIAL PLANNING Galpi nS TAXATION SUPER
o0 ®

& 2

Galpins’ audit/ advisory leadership team (from L to R): Tim Muhlhausler,essic Kellaway, Luke Williams and Janna Burnham
Galpins is a South Australian Firm. All partners and staff are residents of South Australia, and many of
our suppliers are also South Australian owned. Our services are delivered from three offices located
at Norwood, Stirling and Mount Gambier. We provide high quality audit, assurance, consulting and
advisory services to a wide range of clients including State and local government agencies, the not-
for-profit sector, superannuation funds and companies. Our Audit and Assurance team is one of the
largest in South Australia.

Galpins is a preferred supplier to the South Australian Government for the provision of Audit and
Financial Advisory Services. We were originally selected in August 2007 and have been the largest
provider of services under this contract outside of the “Big 4” accounting firms.

Galpins has strong experience in delivering internal audit and advisory services covering performance,
compliance, financial assurance, governance and strategy, as well as consulting reviews. We aim to
provide a pragmatic, valuable service to our clients and work hard to deliver quality work that meets
your needs. Galpins offer a strong, skilled service and our repeated work with a range of state
government clients demonstrates the ongoing quality and value of these services. Examples of clients

include:
=  City of Holdfast Bay = Mt Barker District Council
=  City of West Torrens =  City of Playford
=  City of Salisbury = Coorong Council
= Local Government Finance Authority =  City of Burnside
= Auditor-General’s Department = Department Primary Industries and
Resources SA (PIRsa)
= Department Environment and Water = Department Premier and Cabinet
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Internal Audit Plan 2023/2024-2025/2026
(June 2024 update)

2025/
No. |Internal Audit Project Description Strategic Risk |Category Resource 2026 Latest Progress update
Development of the Internal Audit Plan following
Internal Audit Plan review in 2024. This will include indicative audit
1 Development scopes and links to Council’s Strategic Risk Register. |All Risks All Internal Reviewed and Updated by Audit and Risk Committee June 2024
The objective of this testing is to identify
weaknesses within the COMG internal network on Organisational
2 Penetration Testing an ongoing basis. Cyber Security |Operational External Development Administration staff are working with external systems provider.
Confirmed this will be undertaken by Local Government Risk
Organisational Services (LGRS) in April 2024 with reporting to be brought to Audit
3 Incident Response Plan Review the adequacy of the incident response plan. |Cyber Security |Operational External Development and Risk Committee Meetingin ..............
Review onboarding, changes to staff employment  |Financial This is now complete. Report tabled at Audit and Risk Committee
4 Payroll & Remuneration terms and exit of staff. Sustainability |Operational External meeting July 2024.
Broader organisation wide internal audit testing a
range of current employees (excluding the
employees within the scope of the above audit)
against the terms and conditions of the relevant Financial
5 Payroll & Remuneration EBs, Awards and Contracts Sustainability |Operational External
Review of position descriptions across the
organisation to ensure that they are in date, People, Initial meeting held with preferred provider to work through the
Position Description & accurate and that accreditation has been Workforce and |Compliance/ Organisational proposed scope and timing at a high level. Audit expected to be
6 Accreditation maintained by staff. Compliance Legislation Internal Development undertaken in April 2024..........did this happen?
Governance,
Compliance,
PDI Act 2016 - Post Review of processes and organisational compliance |and Legislative |Compliance/ This is now complete. Report tabled at Audit and Risk Committee
7 Implementation Audit further to the implementation of the PDI Act 2016. |Obligations Legislation External meeting July 2024. 16 recommendations tabled.
The review will assess the design of Council’s
process for compliance with relevant privacy
legislation and testing the operating effectiveness of Manager
key controls such as data management, data Compliance/ Organisational
8 Data Protection & Privacy storage, privacy breach response and management. |Cyber Security [Legislation Internal Not Started Development
Review of staff leave entitlements focusing People, Manager
Management of Leave liabilities, and effectiveness of administrative Workforce and |Compliance/ Organisational
9 Entitlements principles and procedures. Compliance Legislation Internal Not Started Development
Safety
Compliance Manager
Review of completion of legislated training across  |and WHS Compliance/ Next Year Organisational
10 [Legislated Training the organisation. Management |Legislation Internal Project Development
Safety
Compliance
Workers Compensation Review of effectiveness of administrative principles |and WHS Compliance/
11 |Process and procedures. Management |Legislation External
Review the effectiveness and completeness of Governance,
Council’s framework (gap analysis vs standard, Compliance,
roles, responsibilities, policies and procedures and |and Legislative |Compliance/
12  |Fraud Prevention internal training and awareness). Obligations Legislation External






Governance,
Compliance, Manager
Review of Council policies ensuring alignment with |and Legislative |Compliance/ Governance and
13  |Council Policies the “Better Practice model” and legislation. Obligations Legislation Internal Not Started Property
Manager
Review of Council’s ‘Cradle to Grave’ grants process |Financial Next Year Financial
14 |Grants Management from strategy to acquittal. Sustainability |Strategic External Project Services
Safety
Compliance Manager
and WHS Compliance/ Next Year Organisational
15 |Investigations Review of investigation procedures. Management |Legislation External Project Development
This review will include an assessment of a project’s
management mechanisms, governance structure, Manager
project team roles and responsibilities, and project |Major Next Year Financial
16 |Project Health Check status reporting mechanisms. Infrastructure |Strategic External Project Services
Governance,
Assessment of COMG's legislative compliance work |Compliance, Manager
plan, auditing one act at a time with actions and Legislative |Compliance/ Next Year Governance and
17 |Legislative Compliance monitored and managed by Council Staff. Obligations Legislation External Project Property
Manager
Assessment of compliance with the exemption from |Financial Compliance/ Financial
18 |Procurement competitive process framework. Sustainability |Legislation Internal Not Started Services
Manager
Compliance with delegation register throughout the [Financial Compliance/ Next Year Financial
19 |Contract Management contract management life cycle. Sustainability |Legislation Internal Project Services
Future Iterations
Per ARC Resolution 5.10 Draft Revised Internal Audit Program
COMMITTEE RESOLUTION
Moved:Alexander Brown
Manager Seconded:Mayor Lynette Martin
Financial 3.That plant and fleet be subject to a future internal audit in a
20 |[Plant and Fleet External Services later iteration of the Internal Audit program.
Legend 19 )
Internal audit complete. Actions and Internal Audit Plan
recommendations arising from the audit may not Status Update
yet be complete. These will be monitored
separately. 3
progress has been made towards the internal audit.
This could include a number of stages including 210, 0%
scoping of works, select RFQ, appointment of an
external consultant or that the internal audit itself is
In Progress currently being undertaken. 0
Planned internal audit not yet started, but still
within anticipated time frames for the current Not Started, 5,
Not Started financial year. 5 26%
Planned internal audit not yet started as is planned
Next Year Project for a future financial year. 7
planned internal audit requires review to bring back Ngxt "7“3'7';'0]“"
on track. Plan may require updating pending review. e
Elements of the internal audit could be on track and
some elements may be off track or require
updating. 4






Recommendations and Actions

Status

Payroll and remuneration processes Risk Rating  |Lead
1a|The Council’s Administrative Principle Risk Management was issued in June 2022 and is noted on Moderate General
the document as due for review in June 2023. This document is overdue for review. Manager
Corporate and
We note that the Council adopted a reviewed Risk Management Policy in June 2024 Regulatory
Services
1b|The Administration Procedure — Acting Arrangements and Higher Duties Allowance, provides Moderate Manager

guidance on the processes for higher duties but also extracts from EBs and Awards. It does not
include Mixed Functions for field staff which has different provisions for payment at higher
classifications. A procedure should extract all components from a Relevant Award or EB but be kept
updated whenever those change or instead refer to the relevant Clause Numbers of the Award or
EB.

Organisational
Development

In Progress

N

One contract was signed manually by the employee and not signed by a witness.

Two contracts were not signed by the CEO. One contract was signed by the CEO and employee via
Adobe Sign; the witness box remains on the document and is unsigned.

An employment contract does not need a witness when signed securely, such as using Adobe Esign,
but if the Council is not going to use a witness, the witness box should be removed. We note that
the latest contracts did not have a witness box. The Council also now uses Adobe Esign to
electronically sign their employment contracts. This process ensures that all parties sign the
contract and initial each page.

The Contract with the missing CEO signature should be addressed.

Low to
Moderate

Manager
Organisational
Development

Completion Date [Comments

The Risk Management Policy was reviewed by the Audit and Risk Committee and adopted by Council in June
2024.

Dec-24|Administration Principle is being reviewed and is scheduled to be updated by the end of the calendar year.

The contracts with the missing CEO signature had a letter of offer which is issued by the CEO.
One of the contracts that was not signed by the CEO covers terms and conditions within the EB.

The other contract that was not signed by the CEO will be addressed as the terms and conditions fall outside of]|
the EB






Recommendations and Actions

PDI Act Risk Rating Lead Status Completion Date (Comments
1|Consider and confirm the Council’s short-term intent in relation to city planning and the use of code|Moderate Manager Not Started Mar-25(Council intends to wait for the finalisation of the Limestone Coast Regional Plan before commencing code
amendments. Development amendment work.
Services Completion date: First Qtr of 2025 - Noting Council's Budgetary Restraints - No Budget allocation for 24/25 FY
Awaiting finalisation of Regional Plan to guide future code amendments.
2|Review whether the Planning Team have sufficient capacity and resources to lead Council-initiated |Moderate General In Progress Jul-25|Service reviews and workforce planning project will commence in first quarter of 2024-25. Summary findings
code amendments, and/or respond to externally driven code amendments. Manager will be presented to the Audit and Risk Committee upon completion.
Corporate and
Regulatory
Services
3|Prioritising human resourcing for the Planning Team. High Manager Addressing via para planner / additional administration support.
Development Para Planner position filled in mid-June 2024.
Services
4|Consider ways to reduce the workload associated with lower-level customer requests on the High Manager In Progress Sep-24|Para Planner commenced June 2024, Admin assistance currently being finalised, Para planner will commence
Development Services team. Development work on FAQ's in conjunction with other officers in August 2024
Services
5|Re-introduce regular, recurrent scheduled meetings between Development Services and Operations|Moderate Manager Meetings scheduled as required.
& Engineering teams and other stakeholders. Engineering
Design &
Assets
6[Conduct a mapping exercise to document/confirm roles and responsibilities between the Moderate Manager Not Started Dec-24|Will be impacted by proposed legislative changes.
Development Services and City Infrastructure teams. Engineering
Design &
Assets
7|Consider how CoMG could influence planning and development activity by more proactively Moderate ELT to Not Started Dec-24|Guidance Development: Develop comprehensive guidance documents outlining COMG's preferred positions on
engaging with external stakeholders at the pre-planning stage, where applicable. determine key elements of development plans. This should include clear explanations of requirements under relevant
legislation like the Planning and Development Infrastructure (PDI) Act.
Best Practice Outcomes: Define COMG's views on best practice outcomes for holistic planning considerations
such as stormwater management, established tree retention, streetscape enhancement, and heritage
character preservation. This can be communicated through guidelines, policy statements, or informational
materials provided to developers.
Subject Matter Expert Availability: Identify and designate CoMG subject matter experts who can assist
developers with inquiries at the pre-planning stage. Ensure that these experts are accessible and responsive to
developers' needs, providing guidance and expertise to help align projects with COMG's objectives and
regulatory requirements.
Stakeholder Engagement Platforms: Establish platforms or forums for regular engagement between CoMG
representatives and external stakeholders, including developers, community groups, and industry associations.
These platforms can facilitate dialogue, exchange of ideas, and collaboration on planning and development
initiatives.
Education and Awareness Programs: Conduct educational programs and outreach activities to raise awareness
among developers and other stakeholders about COMG's priorities, policies, and expectations regarding
planning and development. This can include workshops, seminars, and informational materials disseminated
through various channels.
8|Increase capacity to perform important higher-risk compliance and enforcement actions. Moderate Manager Not Started Jun-25|Prioritise Compliance Actions: Evaluate the current workload of Class 1 building inspections and identify areas
Development where resources can be reallocated. Prioritize higher-risk compliance and enforcement actions over routine
Services inspections to focus efforts on addressing outstanding issues.

Training and Delegation: Provide comprehensive training to select administrative support staff to handle lower-
level tasks typically performed by Building Officers. Assign responsibility for tasks such as following up with
developers/building owners, data reporting, and customer service provision

Streamlining Processes: Identify opportunities to streamline compliance and enforcement processes to
improve efficiency. This may include leveraging technology for streamlined communication with stakeholders.






Consider engaging external consultants to assist with backlogs in class 2-9 building inspections. Manager Completed TBA Backlog of inspections have been completed.
Development
Services
10|Ensure that Council’s latest/updated published Delegations Register as available on the public Manager
website. Governance
and Property
11|{Work to ensure that members of the Limestone Coast Southern Regional Assessment Panel have Manager
clarity around responsibility for maintaining/updating relevant delegations. Governance
and Property
12|Develop a pragmatic approach to periodically confirming that Development Services officers’ Manager Not Started Aug-24
delegations are up to date, correct and that officers have signed acceptance of these delegations. Governance
and Property
13|The BFSC consider developing a proactive approach to inspecting higher-risk buildings. Manager Not Started Dec-24|dependant on adequate resourcing. Final result to be reported back to Audit and Risk Committee.
Development
Services
14|Review and update CoOMG’s complaint handling policy with respect to PDI Act obligations. Manager In Progress Aug-24|Council are in the process of updating the Request for Service and Complaints Policy
Governance
and Property
15|Consider monitoring trends of community feedback/complaints to assist continuous improvement. Manager Not started Dec-24|Set up a regular schedule for analysing community feedback and complaints data. This could be done monthly,
Organisational quarterly, or annually, depending on the volume of feedback received. Analyse the data to identify recurring
Development issues, trends, and areas for improvement.
Based on the analysis of feedback and complaints data, identify specific areas within development services that
require improvement. Look for patterns or common themes in the feedback to pinpoint areas where changes
or adjustments may be needed.
Develop action plans to address the identified improvement opportunities.
16|Reconsider the need to continue maintaining the Land Division and Building and Swimming Pool Manager In Progress Sep-24|The Land Division Policy is currently under review by the infrastructure team. The Building and Swimming Pool
Inspection policies, and either revoke them or update them to ensure consistency with legislation. Engineering Inspection can be revoked
Design &
Assets
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i Civic Centre, 10 Watson Terrace
City Of : Mount Gambier SA 5290
Mount Gambier

PO Box 56
Mount Gambier SA 5290

Telephone 08 87212555
Facsimile 08 87249791
city@mountgambier.sa.gov.au

mountgambier.sa.gov.au

Reference:
Enquiries to:  Ms Sarah Philpott

2 July 2024

Samantha Creten

Partner

Dean Newbery

PO Box 755

NORTH ADELAIDE SA 5006

Dear Samantha,
RE: City of Mount Gambier Interim Management Report 2023/24 Financial Year Response
Purpose:

Further to the new format for the Interim Audit Management Report as advised by Daniel Phillips
the purpose of this letter is to provide you with Council’s response to the findings and
recommendations on key audit issues as outlined in the attached management report for Mr Paul
Duka, City of Mount Gambier’s Audit and Risk Committee Presiding Member.

Background:
1. Action Plan - Council staff have prepared action plans in response to the four items
identified in the attached management report (Attachment 1).

2. Legislation - Aligned with legislation introduced in November 2023 progress against action
plans will be reported to the Audit and Risk Committee.

3. Audit and Risk Committee Report - This letter will be included in the report to be taken to
the July 2024 Audit and Risk Committee.

Proposal:

1. Interim Management Report May 2024 Management Response - Attachment 2 shows the
response and status of all risks, noting the summary shown below:

NOT
COMPLETED ONGOING STARTED

e Partially Complete (3 Risks) - Including the following:

03

PARTIALLY
COMPLETE

» Caroline Landfill Provision Valuation - Caroline landfill waste post closure provision
where independent validation/verification is expected to be completed in July 2024 with
further review by Council’'s Executive (ELT), followed by a Council/Audit and Risk
Committee workshop prior to Council's balance date audit. The implications of this
review will be incorporated in the 2025/2026 budget and 2026-2035 LTFP.
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Clty Of Civic Centre, 10 Watson Terrace

: Mount Gambier SA 5290
Mount Gambier
PO Box 56

Mount Gambier SA 5290

Telephone 08 87212555
Facsimile 08 87249791
city@mountgambier.sa.gov.au

mountgambier.sa.gov.au

» Asset Valuation - The data from the condition audits and valuations for the
Infrastructure and Buildings and Structures asset classes have been incorporated in the
adopted LTFP and AMPs. Further work is required maintenance expected to be
delivered for the 2025/2026 budget.

» Internal Capitalised Costs - The  principles and YTD impact
(as at April 2024) has been presented to relevant managers and Council’'s Executive. A
phased approach has been planned (as detailed in Attachment 2).

o Not Started (1 Risks) - Actions to be taken Include reassigning the roles and
responsibilities for financial delegations with a proposal to be taken to the Executive
Leadership Team in July 2024.

If you have any queries relating to this letter or the attachment please contact me, Jane
Fetherstonhaugh or Kahli Rolton.

Kind Regards

Sarah PHILPOTT
Chief Executive Officer
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DeanNewbery oot

HEAD OFFICE
214 Melbourne Street

24 June 2024 North Adelaide SA 5006

PO Box 755
North Adelaide SA 5006

Mr Paul Duka T: (08) 8267 4777

. . . . .d bery. :
Independent Chairperson — Audit & Risk Committee WORRRREER Rl

City of Mount Gambier Dean Newbery
ABN: 48 007 865 081

Sent via email: jscoggins@mountgambier.sa.gov.au

Dear Mr. Duka
RE: 2023/24 External Audit Interim Management Report — City of Mount Gambier

We have recently completed our Interim Audit component of the City of Mount Gambier’s (Council)
2023/24 financial year (FY24) external audit.

We are pleased to provide members of the Audit & Risk Committee an update on the status of the FY24
External Audit and wish to advise our work to date has covered the following areas:

- Review of internal controls in line with the Local Government Better Practice Model to identify
controls which can be relied upon for testing purposes.

- Performed Internal control walkthrough updates of key business operations relating to revenue,
expenses and payroll were completed.

- Interim sample transaction testing of operating income (including rates, fees and charges
income), grant revenue, operating and capital expenditure and employee payroll was completed.

- Completed a Rates regeneration to confirm the accuracy and completeness of rate revenue
recognised in the general ledger.

- Reviewed work undertaken on the valuation of Land and Buildings, Stormwater, Car Parks and
Retaining walls and integration of data within Council’s asset register.

- Reviewed the status of Councils Landfill Provisions as a result of recommendations raised in prior
financial year audit correspondence issued to the Council.

- Review of Council meeting Agenda and Minute reports were completed to determine if there
were any potential issues to be considered within the Audit Plan and whether there were any
contingent matters to be considered.

As a result of the work have completed, we wish to provide to you a summary of our observations,
findings and recommendations on key audit issues as outlined below:

North AdelOide | BO|Ok|OVO Liability limited by a scheme approved under Professional Standards Legislation





Interim Report — 2023/24 Financial Year External Audit

1. Financial Delegation Controls

In discussions with the Administration, it was identified that the ability to amend financial delegation in
Authority is permissible to 5 officers working within the Finance team. This raises a risk that these
employees can change their own financial delegation without prior and/or secondary approval to
beyond their own endorsed financial delegation.

To strengthen internal controls, we recommend that Council restrict the ability to amend financial
delegation within the system to its IT department and/or implement additional system controls which
requires financial delegation changes to be authorised by 2 independent officers.

2. Caroline Landfill Provision Valuation

Preliminary discussions were held with Council’s Finance Business Partner to discuss the progress made
to address the matters raised in our 2023 Audit Completion Report regarding Council’s landfill capping
and post closure rehabilitation provision review and update.

Council have advised that they have engaged the services of BRM Consulting to assist in preparing a
landfill liability model for each provision and the Administration are in the process of completing an
assessment of the financial impact on Council’s financial operations as a result of the projections
received (e.g. to the FY24 financial results, other relevant strategic plans, etc.).

We have requested that Council document the methodology behind the provision and ensure the
eventual valuation of landfill liability be suitably certified so as to enable them to be included in the
eventual FY24 financial statements.

We have recommended to the Administration that the Audit and Risk Committee should be kept
informed of the progress of the review being completed and the estimated final impact to the financial
operations of the Council as a result of the landfill liability valuation being completed as the adoption of
the new valuation will have long-term implications to Council’s Long Term Financial Plan (LTFP),
Infrastructure & Asset Management Plan (IAMP) and to Council’s FY25 budget which will need to be
carefully considered and updated accordingly.

3. Asset Valuations

We have reviewed the external valuation reports and integration of data into Councils asset registers
for Land and Buildings, Stormwater, Car Parks and Retaining Walls asset classes. We have considered
the work conducted by the external valuers appointed by Council from our initial review, did not find
any issues with the integration of data into Councils Asset Registers.

We recommend Council undertakes an update to its IAMP and LTFP to ensure that updated
assumptions regarding the future maintenance funding, asset replacement cost and forecasted
depreciation expense are all reflected.

We commend the efforts of the Administrations to ensure that the valuations were completed early in
the financial year.





Interim Report — 2023/24 Financial Year External Audit

4. Internal Capitalised Costs

To address matters raised in prior Interim Management letters, assistance provided from external
consultants Galpins (external accountants) has resulted in Council being able to complete a review of
Council’s plant hire rates, full cost attribution, internal labour hire rates inclusive of overheads and
capital wage overhead allocation for the first time since 2019.

The outcome of this review was provided to us during our interim attendance and note the updated
assumptions and estimates now reflected in the calculation have now been made to address previous
audit issues raised.

We recommend that the findings from this review be updated across all of Council’s strategic plans
where applicable to ensure that updated assumptions regarding future maintenance funding, asset
replacement costs and overall full cost attribution estimates are reflected accurately.

Now that Council has completed this review, we recommend that ongoing planned reviews of these
rates is regularly performed so as to ensure that Council maintains at all times, accurate costings for all
of its financial strategic planning and reporting purposes.

Summary

We would like to take this opportunity to thank the Administration for their valued assistance provided
during our recent attendance and for the work undertaken to address previous audit matters raised as
noted above.

Should you have any further queries, please contact me on the details provided below.

Yours sincerely
DEAN NEWBERY

Samantha Creten
Director

P. 8267 4777
E. samanthac@deannewbery.com.au

C. Chief Executive Officer
C. Mayor
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External Interim Audit 2023/2024

Ref

Description

Financial Delegation Controls:

In discussions with the Administration, it
was identified that the ability to amend
financial delegation in Authority is
permissible to 5 officers working within
the Finance team. This raises a risk that
these employees can change their own
financial delegation without prior and/or
secondary approval to beyond their own
endorsed financial delegation.

To strengthen internal controls, we
recommend that Council restrict the ability
to amend financial delegation within the
system to its IT department and/or
implement additional system controls
which  requires financial delegation
changes to be authorised by 2
independent officers.

Est
Date

July
2024

Status Council Administration Response

Current Responsibility - The current officers are
Authority Administrators, including Team Leader Financial
Accounting, Finance Officer, Finance, Procurement and ag
such are able to currently update financial delegations..

Scope Of Administration Required - This will include
administration of new starters, temporary acting
arrangements (higher duties), secondments etc.

Next Steps — A proposal for the reallocation of
responsibilities will be taken to the Executive Leadership
Team in July for review and approval.

MOUNTGAMBIER.SA.GOV.AU

03






External Audit 2023/2024 - Previous Actions Status

Description

Council Administration Response

MOU

TGAMB]

Caroline Waste Provision Valuation:

Preliminary discussions were held with Council’s Finance
Business Partner to discuss the progress made to address
the matters raised in our 2023 Audit Completion Report
regarding Council’s landfill capping and post closure
rehabilitation provision review and update.

Council have advised that they have engaged the services
of BRM Consulting to assist in preparing a landfill liability
model for each provision and the Administration are in the
process of completing an assessment of the financial
impact on Council’s financial operations as a result of the
projections received (e.g. to the FY24 financial results,
other relevant strategic plans, etc.).

We have requested that Council document the
methodology behind the provision and ensure the eventual
valuation of landfill liability be suitably certified so as to
enable them to be included in the eventual FY24 financial
statements.

We have recommended to the Administration that the Audit
and Risk Committee should be kept informed of the
progress of the review being completed and the estimated
final impact to the financial operations of the Council as a
result of the landfill liability valuation being completed as
the adoption of the new valuation will have long-term
implications to Council’'s Long Term Financial Plan (LTFP),
Infrastructure & Asset Management Plan (IAMP) and to
Council's FY25 budget which will need to be carefully

considered and updated accordingly.
ER.SA.GOV.AU

July
2024

July
2024

July
2024

June
2025

Independent Validation/Verification -
Council Administration have engaged a
suitably experience engineering firm to
provide professional independent
validation/verification of the assumptions
and parameters used in the financial model.

The assessment is to include (with an
expected date of delivery of mid to late July):

* Reasonableness - An opinion on the
reasonableness of the value of the future
restoration provision (including
assumptions)

* A range of accuracy - for materiality
purposes of the future restoration
provision including risk and min/max
scenarios

* Validation Limitations - Clearly explain
limitations on making the validation

* Legislative Obligations - Meet all
relevant legislative obligations

ELT - Session to review the outcomes from
the engineering report (above).

Combined Workshop - For both Council
and Audit and Risk Committee has been
identified for 29 July 2024. This date allows
time for receipt of independent verification.

This work will also inform the 2025/2026
budget and next iteration of the AMPs and
LTFP. of






External Interim Audit 2023/2024

Ref

Description

Asset Valuations:

We have reviewed the external valuation reports and
integration of data into Councils asset registers for Land and
Buildings, Stormwater, Car Parks and Retaining Walls asset
classes. We have considered the work conducted by the
external valuers appointed by Council from our initial review,
did not find any issues with the integration of data into
Councils Asset Registers.

We recommend Council undertakes an update to its IAMP
and LTFP to ensure that updated assumptions regarding the
future maintenance funding, asset replacement cost and
forecasted depreciation expense are all reflected.

We commend the efforts of the Administrations to ensure that
the valuations were completed early in the financial year.

March
2025

Council Administration Response

Infrastructure Major Classes - The results
of the 30 June 2023 valuation have been
incorporated in the capital forward works
program within the Asset Management Plans
and LTFP (2025-2034) with the depreciatiog
updated accordingly.

Buildings and Structures - The results of
the valuation and high-level condition audits
have been incorporated in this version of the
Asset Management Plans and LTFP (2025-
2034) with the depreciation updated
accordingly.

Other Infrastructure - The results of the
valuation and condition audits have been
incorporated in this version of the Asset
Management Plans and LTFP (2025-2034)
with the depreciation updated accordingly.

Maintenance — Based on high level
condition audits undertaken with more
granular audits to be progressed in
2024/2025. This will inform a more
comprehensive maintenance program
planned for development as part of the
2025/2026 budget process.

MOUNTGAMBIER.SA.GOV.AU
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External Interim Audit 2023/2024

Description Est Date Status Council Administration Response
Stakeholder Review - Prior to

Internal Capitalised Costs: implementation of changes following the
review of plant hire rates, labour oncost %’s,

To address matters raised in prior Interim Management capitalisation of project management wages

letters, assistance provided from external consultants a workshop was held with relevant

Galpins (external accountants) has resulted in Council managers and Executive (4 June and 12

being able to complete a review of Council’s plant hire June 2024).

rates, full cost attribution, internal labour hire rates

inclusive of overheads and capital wage overhead Phased Implementation - Council

allocation for the first time since 2019. Administration will implement the results of
the work undertaken/to be undertaken as

The outcome of this review was provided to us during follows:

our interim attendance and note the updated

assumptions and estimates now reflected in the * Actuals - Implementation of actuals

calculation have now been made to address previous July 2024 FY23/24 and continuing in future years;
4, |auditissues raised. ‘ « BRI - Budget revision FY24/25 to align
We recommend that the findings from this review be | Sep 2024 operating and capital expenditures with
updated across all of Council’s strategic plans where revised forecasts;
applicable to ensure that updated assumptions regarding « AMP Improvements - Improvements to
future maintenance funding, asset replacement costs| ongoing future asset management planning
and overall full cost attribution estimates are reflected FY24/25 and beyond;
accurately.
» Budget 2025/2026 - Improvements to
Now that Council has completed this review, we March FY25/26 (and beyond) budget
recommend that ongoing planned reviews of these rates 2025 preparation at the lower level of labour
is regularly performed so as to ensure that Council hours and plant hours
maintains at all times, accurate costings for all of its
financial strategic planning and reporting purposes. March Annual Review - Council administration
2025 plans to review the plant hire and oncost
charges annually as part of its budget
processes.
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