Audit Committee

Notice is hereby given pursuant to the
provisions of the Local Government Act,
1999, that the next Meeting of the
Confidential Audit Committee will be held
in the Council Chambers, 181 Unley Road
Unley on

Tuesday 11 May 2021 6:30pm

for the purpose of considering the items
included on the Agenda.

i

Chief Executive Officer



MEMBERS

Presiding Member D Powell (Presiding Member)
Councillor M Rabbitt

Councillor M Broniecki

Independent Member N Handley

Independent Member A Martin

ACKNOWLEDGEMENT

We would like to acknowledge this land that we meet on today is the traditional
lands for the Kaurna people and that we respect their spiritual relationship with
their country.

We also acknowledge the Kaurna people as the custodians of the Adelaide region

and that their cultural and heritage beliefs are still as important to the living Kaurna
people today.
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ORDER OF BUSINESS

ITEM PAGE NO

1. ADMINISTRATIVE MATTERS
11 APOLOGIES
Nil
1.2 LEAVE OF ABSENCE
Nil
1.3 CONFLICT OF INTEREST

Members to advise if they have any material, actual or perceived
conflict of interest in any Items in this Agenda and a Conflict of
Interest Disclosure Form (attached) is to be submitted.

1.4 MINUTES

1.4.1 Minutes of the Ordinary Audit Committee Meeting held
Tuesday, 9 February 2021

15 DEFERRED/ADJOURNED ITEMS
Nil
2. PRESENTATION

Presentation by Brownhill Keswick Creek

2. REPORTS
3.1  External Audit - Interim Audit Findings & Agreed Actions 7
3.2  Draft 2021-22 Annual Business Plan & Budget for Public
Consultation 39
3.3  Strategic Risk Register 111

3.4  Operational Risk Register Update - High and Extreme Risks 123

3. OTHER BUSINESS

NEXT MEETING
Tuesday 10 August 2021 - 6:30pm

Council Chambers, 181 Unley Road Unley
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INFORMATION REPORT

REPORT TITLE: EXTERNAL AUDIT - INTERIM AUDIT
FINDINGS & AGREED ACTIONS

ITEM NUMBER: 3.1

DATE OF MEETING: 11 MAY 2021

AUTHOR: ALEX BROWN

JOB TITLE: MANAGER FINANCE AND PROCUREMENT

ATTACHMENTS: 1. 2020/21 INTERIM MANAGEMENT

LETTER - INTERNAL FINANCIAL
CONTROLS

EXECUTIVE SUMMARY

Council must ensure that appropriate policies, practices and procedures of
internal control are maintained in order to assist the Council to carry out its
activities in an effective and efficient manner.

The internal controls are subject to an annual audit and any opportunities
for improvement are brought to the attention of Council, the Audit
Committee and management through the auditors Audit Completion
Report. The Audit report identifies any internal control deficiencies, or
findings, and offers recommendations for improvement.

The Council’'s External Auditors Galpins conducted an Interim Audit from
1-3 March 2021, as part of the 2020-21 External Audit, which included a
review of 100 internal financial controls.

This report serves to inform the Audit Committee on the findings and
recommendation actions from the review of the internal financial controls,
and Administration’s response to the recommendations.

Galpins reported that overall the Council demonstrated a high level of
compliance with the internal control framework consistent with the
principles within the Better Practice Model. Of the 100 internal controls
reviewed, 8 internal controls were identified as requiring improvement, 7
medium risk and 1 low risk.

Since the Interim Audit, Administration have completed the recommended
actions for 3 internal controls (all rate medium risk), while actions to
address the improvements on the remaining 5 internal controls were
already in progress or have commenced.

A quarterly update report on the implementation of Administration’s
response will continue to be presented to the Committee until all
recommendations have been implemented.
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RECOMMENDATION
That:

1. The report be received.

RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.3 Our business systems are effective and transparent.

BACKGROUND

In accordance with Section 125 of the Local Government Act 1999 (the Act),
Council must ensure that appropriate policies, practices and procedures of
internal control are implemented and maintained in order to assist the
council to carry out its activities in an efficient and orderly manner to achieve
its objectives, to ensure adherence to management policies, to safeguard
assets and to secure the accuracy and reliability of council records.

The Audit Committee has a responsibility under the Act and its Terms of
Reference to review the adequacy of the accounting, internal control,
reporting and other financial management systems and practices of the
council on a regular basis.

As a part of Council’'s 2020-21 audit, the external auditors, Galpins, have
undertaken an assessment of 100 internal financial controls and provided
its findings in its 2020-21 Interim Management Letter which is included in
Attachment 1.

Attachment 1

DISCUSSION

Galpins, the External Auditors, have reported in their 2020-21 Interim
Management Letter (Attachment 1) that overall the Council demonstrated a
high level of compliance with the internal control framework consistent with
the principles within the Better Practice Model.

It was found that the majority of key internal controls reviewed were
operating effectively. In all, 100 core controls were reviewed, 92 controls
were operating effectively, and 8 controls were identified where
improvements could be made to further enhance their effectiveness. This is
an improvement from the last two interim audits. In 2018-19, 24 controls
were identified as requiring improvement, while in 2019-20, 17 internal
controls were identified for improvement.

The less effective controls have been risk rated and assessed as medium
or low risk.
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A summary of the results of the review is provided in the table below:

Controls Operating Effectively 2021 Findings

Business cycles 3
Reviewed 2021 2020 2019 H M BP

Purchasing & . 10

Procurement/Contracting

Fixed Assets 16 15 14 13
General Ledger 11 9 9 9
Accounts Payable 13 12 10 10
Credit Cards 5 3 5 5
Rates / Rates Rebates 10 10 8 8
Payroll 19 19 16 15
Receipting 5 5 4

Banking 5 5 5 5
Debtors

The Interim Management Letter (Attachment 1) includes a schedule of the
detailed audit findings classified by the Business Cycle. The schedule
provides for each finding:

e the business cycle risk,

the associated control for the risk,

the audit finding,

the audit recommendation, and
e management’s response to the finding.

Of the 8 internal controls identified as requiring improvement as part of the
2020-21 Interim Audit, 5 were previous findings for which actions were
already in progress to address as advised in the External Audit — Agreed
Action Status Report which was item 2.2 of the Audit Committee Agenda for
the Meeting on 9 February 2021.

The recommended actions for 2 of the 3 new findings have already been
addressed and completed.

A summary of progress to date is provided in the table below:

Business cycles Findings 2020 Findings
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Work in

Not Started P Completed
rogress

Purchasing &
Procurement/Contracting

Fixed Assets
General Ledger
Accounts Payable
Credit Cards

N

[l N |~ | N |-

As the table illustrates, of the 8 internal controls requiring improvement,
recommendations for the following 3 controls have been completed (all
rated medium risk):

2.1.1 Significant variance between estimate (used for procurement
decision) vs actual spend;

2.3.2 Absence of formal review of balance sheet reconciliations; and

2.5.2 Credit card holders are not required to sign a declaration
confirming compliance with Council policy and procedure.

Work was already underway or has commenced on the management
responses for the remaining 5 internal controls (4 medium risk, 1 low risk).

6. REPORTAUTHORISERS

Name Title

Nicola Tinning General Manager, Business Support & Improvement
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Iltem 2.1 - Attachment 1 - 2020/21 Interim Management Letter - Internal Financial Controls
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DECISION REPORT

REPORT TITLE: DRAFT 2021-22 ANNUAL BUSINESS PLAN &
BUDGET FOR PUBLIC CONSULTATION

ITEM NUMBER: 3.2

DATE OF MEETING: 11 MAY 2021

AUTHOR: ALEX BROWN

JOB TITLE: MANAGER FINANCE AND PROCUREMENT

ATTACHMENTS: 1. DRAFT 2021-22 ANNUAL BUSINESS

PLAN AND BUDGET FOR PUBLIC
CONSULTATION

EXECUTIVE SUMMARY

The Local Government Act 1999 (the ‘Act’) requires Council to consult with
the community prior to adopting the annual budget. Specifically, the Act
requires Council to develop a Draft Annual Business Plan and follow a
process of community consultation.

The Draft 2021-22 Annual Business Plan and Budget was adopted by
Council at its meeting held on 27 April 2021 for the purposes of community
consultation.

This report and the associated attachment provide information regarding the
Draft 2021-22 Annual Business Plan in relation to the:

e Services provided by Council to the community;

e Proposed projects to be undertaken;

e Resources required by the Council to deliver the services and projects; and
e Funding required (proposed rates increase and estimated borrowings).

e Proposed net Operating Projects of $1.053M.
e Proposed net New Capital of $2.963M.
e Proposed net Capital Renewal of $7.691M.

Council is considering a rates increase of 1% above Adelaide annual CPI
for the March Quarter 2021. CPI will be confirmed in late April, however for
the purposes of preparing a draft budget, it has been assumed to be 1.25%.

Valuation growth of 0.5% has been assumed in recognition of new
developments and capital improvements to existing properties.

Page 39 of Audit Committee Meeting Agenda 11 May 2021



Council has sought to minimise increases in operational expenditure,
absorbing inflationary pressures where possible. Operational savings of
$250K in the operations of the Depot have been identified as part of the
budget process.

Council proposes that no external borrowings will be required to deliver all
proposed projects and maintain current service levels from existing financial
resources. The net financial liabilities ratio is forecast to be 42% which is
within the target of less than 80%.

Council is forecast to achieve an operating surplus of $2.2M, equating to an
operating surplus ratio of 4.3% for the 2021-22. This is below the target of
5%, due in part to the impact of no increase in general rates for the 2020-
21 financial year.

Proposed Capital Renewals are inline with the Asset Management Plans for
all asset classes apart from major plant. A close review of the plant and
equipment found that no significant items of major plant require renewal in
2021-22. As a consequence, the asset sustainability ratio is forecast to be
88%.

In summary, the Draft 2021-22 Annual Business Plan and Budget,
presented to the Council to be endorsed for consultation will meet the
legislative requirements.

Community Consultation

Section 123(4) of the Act prescribes the minimum level of consultation that
a council must undertake in conjunction with the Draft Annual Business
Plan.

Community consultation opened on 30 April and will close on 21 May 2021.
Public meetings are scheduled as follows:

. Tuesday 11 May, Fullarton Park Community Centre, 10-11am
o Thursday 13 May, Civic Centre, 5:30-6:30pm

Council will receive submissions via Council’s website (through Your Say
Unley) or written submissions to PO Box 1, Unley 5061. All submissions
will be accepted up until the close of business on 21 May 2021.

The 2021-22 Annual Business Plan and declaration of rates will be
presented to Council for adoption at its June 2021 meeting.
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RECOMMENDATION

That:
1. The report be received.

2. The Draft 2021-22 Annual Business Plan and Budget, approved for
Consultation purposes and as set out in Attachment 1 to this report
(Item 3.2, Audit Committee Meeting 11/05/2021) be noted.

3. Comments received from the Audit Committee relating to the Draft
2020-21 Annual Business Plan be presented to Council for
consideration at the Budget Workshop to be held prior to adoption of
in June.

RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.1 We have strong leadership and governance.

BACKGROUND

In order to provide guidance for the Administration, an Elected Member
Workshop was conducted on 15 March 2021 where Members considered
an overview draft Long Term Financial Plan, draft operating position, and
funding priorities for Operating Projects and New Capital projects.

This Workshop followed a resolution of Council at its November 2020
meeting to prepare the draft budget on a proposed rate increase 1% above
CPI, and input from the Audit Committee on the financial targets for the
2021-22 Budget and Long Term Financial Plan.

DISCUSSION

Legislative Compliance

Section 123(3) of the Local Government Act 1999 requires councils to
prepare a Draft Annual Business Plan and Budget for community
consultation prior to formal adoption (Attachment 1).

Attachment 1

The Annual Business Plan and Budget must be adopted after 31 May and
prior to 31 August each year.
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Community Consultation

Community consultation on the Draft Annual Business Plan will occur
between 30 April and 21 May 2021.

The proposed methodology for engagement is listed below:

o The Adelaide East Herald (15,000 copies distributed through 400
businesses, and 50,000 online subscribers);

o Online consultation on Your Say Unley;

o Notification on Council’'s website and social media channels with
appropriate links to the Draft Annual Business Plan and Your Say
Unley; and

o Two public meetings scheduled as follows:
- Tuesday 11 May, Fullarton Park Community Centre, 10-11am
- Thursday 13 May, Civic Centre, 5:30-6:30pm

The Draft 2021-22 Annual Business Plan meets all legislative requirements
of the Act.

Proposed Projects

The proposed Annual Business Plan allows for the following:
o Proposed net Operating Projects of $1.053M.

o Proposed net New Capital of $2.963M.

o Proposed net Capital Renewal of $7.691M.

The Draft 2021-22 Annual Business Plan and Budget is based on a rate
increase of 1% above CPI (presently forecasted to be 1.25%) and valuation
growth of 0.50%. The valuation growth is a recognition of new
developments and capital improvements and is an increase in the
assessment book only.

Council will not require any external borrowings and will deliver all proposed
projects and maintain current service levels from existing financial
resources.

Operating Projects

Council has identified proposed Operating Projects that amount to a net
$1.053M. Key Projects for 2021-22 include:
o Delivery of an annual calendar of events $422K including the:

- City of Unley Sesquicentenary Celebrations

- Santos Tour Down Under Stage Start and associated event

- Fringe in Unley

- Australia Day Event

- Neighbour Day
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The expansion of tree canopy on Public Land $100K
Progression of the Tree Incentive and Education Program $80K
Grant funding to support the Greening of City Verges $50K

Delivery of Water Wells to facilitate the capture of stormwater run-off
to water trees $40K

Implementation of the Economic Growth Strategy $40K
Trader Event Sponsorship Grants $40K

Stage 1 in developing a City Wide Parking Strategy $60K
Continuation of Council’s Active Ageing Initiatives $24K

Cultural Tourism and Activation $30K including the publication of a
Public Art Brochure, Creative Activation Stations and Busking
Musicians.

Further review of these proposals will occur between now and June 2021
and will include consideration of the community consultation feedback,
before the Budget is finalised for adoption.

A copy of the proposed Operating Projects is included within Attachment 1.

New Capital

The proposed New Capital Projects total $2.963M (net) and key items include:

The redevelopment of the Edmund Avenue Cottages to establish a
Business Hub $1.0M;

Council’'s contribution to the continuation of the Brown Hill Keswick
Creek project $843K;

Implementation of the Local Area Traffic Management Plan $300K
including upgrades to:

- Mills Street

- Devon Street South/Railway Terrace South bend
Implementation of the Cycling and Walking Plan $95K including:
- Weller Street / Simpson Parade Streetscape Improvements

- Bike facility improvement to King William Road (Simpson Parade
and the Mike Turtur Bikeway)

Construction of new clubrooms for the Millswood Bowling Club $185K;

Climate and Energy Plan Implementation (Year 1) with a Solar Panel
Scheme for not-for-profit tenants $75K;

Concept and detailed design of replacement of Unley Swimming
Centre Junior Pools $66K;

Stage 2 of the Ridge Park Master Plan $30K; and
McLeay Park Facility Improvements $18K.

A copy of the proposed New Capital Projects is included in Attachment 1.

Proposed carry forwards from the 2020-21 into the 2021-22 have been
identified for the following projects:
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o Unley Oval Stage 2 net $910K (expenditure $2.2M less income
($1.3M));

o King William Street Shared Path Upgrade $40K; and

o Edmund Avenue Cottages Business Hub net zero (expenditure and
income $1.1M each).

Capital Renewal Program

The proposed Capital Renewal Program of $7.691M (net) has been based on
current asset information and asset management plans. Key items include:

o Transport Infrastructure $3.5M including:
- Road renewal $1.8M
- Kerb and Water Table $1.3M
- Footpaths $250K
. Drainage $ Stormwater $940K;
o Reserves and Open Space $544K; and
o Property (including Buildings and the Swimming Centre) $1.0M.

A copy of the Capital Renewal Program is included in Attachment 1.

The Draft 2021-22 Annual Business Plan (Plan)

The Plan has been developed using the Long-Term Financial Plan as a
guide, with the aim of achieving the adopted financial targets.

Draft

Financial Indicator Council Adopted Target 2021-22

Budget
Operating Surplus Ratio 5% or greater of total operating .
(excluding equity accounted income 4.3%
businesses)
Net Financial Liabilities Less than 80% of total 49%
Ratio operating income

N . 100% or greater of
Asset Sustainability Ratio recommended spend in the 88%
(rolling 10-year average)
Asset Management Plans

The Plan contains the following information:

o Project priorities.

o A summary of the services provided by Council.

o Information regarding Council’s Long Term Financial Plan.
o Funding requirements.

o Consideration of the rating structure and impact.

The Plan has been prepared to include the following items:
o A general rates of 2.25% based on an increase of 1% above CPI with
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CPI presently forecast to be 1.25%.
o Proposed net Operating Projects of $1.053M.
o Proposed net New Capital of $2.963M.
o Proposed net Capital Renewal of $7.691M.

The budget forecasts that the activities to be undertaken in 2021-22 can be
fully financed from Council’s existing resources without the need to borrow
externally. After considering principal repayments and daily management
of Council’'s short-term financing facilities, it is estimated that Council’s
borrowings will reduce to $16.5M as at 30 June 2022.

Operating Budget

The general influences that impact on revenue and expenditure in
developing the Plan include:

o Local Government Price Index increases on relevant goods and
services, which in recent years has tracked close to CPI,

o Provision for Enterprise Bargaining Agreements for most staff, which
determine conditions of employment and provide for annual salary and
wages increases;

o Maintaining asset management (renewal) expenditure in-line with
Council’s recently endorsed Asset Management Plans;

o Additional maintenance costs due to increased capital works, and the
construction of new assets over recent years;

o Initiatives arising from Council’s Climate and Energy Plan which is due
for endorsement by Council in May; and

o Regional Landscape Levy: advice regarding the levy amount has not
yet been received from the Green Adelaide Board.

In response to the cost imposts on Council and to minimise the burden on
ratepayers, Council has continued its work and review of service
sustainability.

Council recognises the increasing challenges in delivering services at a
local level while ratepayers are increasingly reluctant to see their property
rates increase.

Savings identified as part of 2021-22 Budget preparation include a $250K
reduction in operational maintenance costs.

Separate Rates

Council proposes to continue to raise a separate rate for the purposes of
promoting the businesses and traders along major shopping strips. Councll
collects the separate rate and passes the funds collected onto the individual
Trader Associations for marketing and promotion purposes.

For the 2021-22 Budget, Council considered the requests from the four
Associations and propose no increase to the amounts raised in the 2020-
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21 period. The proposed rates were endorsed for consultation by Council
at the March 2021 Council Meeting:

. Separate | Requested | Proposed
¥a|g e Rate by the Separate | % Increase
Ara er " raised |Associations Rate (Decrease)
ssociations 2020-21 2021-22 2021-22
Unley Road $69,835 $126,840 $69,835 Nil
King William Road $92,280 $150,350 $92,280 Nil
Goodwood Road $57,225 $57,225 $57,225 Nil
Fullarton Road $13,000 $13,000 $13,000 Nil

In 2016-17, Council also adopted a recommendation from Unley Business
& Economic Development Committee (UBED) to cap the amount that any
separate ratepayer pays at $2,000. It is proposed that this is retained for
2021-22.

Regional Landscape Levy

(formerly the Natural Resource Management Levy)

From 1 July 2020 the new Landscape South Australia Act 2019 replaced
the Natural Resources Management Act (NRM) 2004 as the new framework
for managing the states land, water, pest animals and plants and
biodiversity.

The new Act creates nine landscape management regions, with the old
NRM boards being replaced by eight new regional landscape boards and a
metropolitan landscape board, namely Green Adelaide.

Council will continue to contribute to the Board and reimburse itself through
the levy of a separate rate. The landscape levy collection process will
remain largely the same as previous arrangements under the NRM Act. The
levies to be raised for 2021-22 will be based on the existing NRM
boundaries, but are likely to change in future years.

The Green Adelaide Board had not advised Council of the amount to be
paid in 2021-22 at the time of finalising the draft Budget for consultation.
The amount paid in 2020-21 was $1.414M. Under these arrangements
Council acts as an agent and as such Council does not retain this revenue,
nor determine how the revenue is spent.
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In Summary

A copy of the Draft 2021-22 Annual Business Plan and Budget is
provided as Attachment 1.

Attachment 1

Council will raise sufficient income to cover its operating expenses
and contribute to the repayment of its debt. As such, the impact of this
Draft Plan does not compromise Council’'s long-term financial
sustainability.

ANALYSIS OF OPTIONS

Option 1 —
1. The report be received.

2. The Draft 2021-22 Annual Business Plan and Budget, approved for
Consultation purposes and as set out in Attachment 1 to this report
(Item 3.2, Audit Committee Meeting 11/05/2021) be noted.

3. Comments received from the Audit Committee relating to the Draft
2020-21 Annual Business Plan be presented to Council for
consideration at the Budget Workshop to be held prior to adoption of
in June.

The Audit Committee provides valuable input to the Council in its strategic
financial planning processes. The review of the Draft Annual Business Plan

and Budget by the Committee at this time will provide an opportunity for the
Council to consider feedback before adoption.

RECOMMENDED OPTION

Option 1 is the recommended option.

POLICY IMPLICATIONS

The City of Unley Draft Annual Business Plan and Budget has been
developed in the context of the Council's suite of strategic management
plans that include the following:

. Community Plan 2033.
. 4 Year Delivery Plan 2017-2021.
. Draft 4 Year Delivery Plan.

. Long Term Financial Plan including Council’s Infrastructure and Asset
Management Plans.

In addition, the Annual Business Plan and Budget, and the Council’'s Long
Term Financial Plan considers the cost of implementation of strategies and
plans reviewed and endorsed by Council.
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10.

REPORT CONSULTATION

The Draft 2021-22 Annual Business Plan and Budget has been developed
in conjunction with Business Unit Managers and their respective divisional
General and Executive Managers.

An Elected Member workshop has been held as part of the Annual Business
Plan development process. A further workshop is proposed, following
community consultation, to be held in late May/early June 2021.

REPORT AUTHORISERS

Name

Title

Nicola Tinning

General Manager, Business Support & Improvement
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Item 2.2 - Attachment 1 - Draft 2021-22 Annual Business Plan and Budget for Public Consultation
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INFORMATION REPORT

REPORT TITLE:
ITEM NUMBER:
DATE OF MEETING:
AUTHOR:

STRATEGIC RISK REGISTER
3.3

11 MAY 2021

ALEX BROWN

JOB TITLE: MANAGER FINANCE AND PROCUREMENT
ATTACHMENTS: 1. STRATEGIC RISK REGISTER
1. EXECUTIVE SUMMARY

The Executive Management Team (EMT) reviews the Strategic Risk
Register on a quarterly basis, which includes the monitoring of the
progress of treatment plans implemented to manage each risk. The most
recent review was conducted on Thursday 15 April 2021, and the revised
document is now provided to the Audit Committee for information.

2. RECOMMENDATION
That:
1. The report be received.
3. RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership

4.1 We have strong leadership and governance.

4. BACKGROUND

The Executive Management Team (EMT) reviewed the Strategic Risk
Register on Thursday 15 April 2021. During this review, EMT updated the
status of the treatment plans and revised timeframes where necessary. The
completed treatment plans were entered into the ‘existing controls’ section

where appropriate.

5. DISCUSSION

The review undertaken by the EMT for each Strategic Risk includes:

e Review of the target completion dates for EMT Focus Areas and
CEO KPIs listed under Treatment Plans;
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e Relevant completed treatment plans were moved to the ‘Existing
Controls’ section; and

e Discussion relating to any new ‘Emerging Risks’ was undertaken and
with one new emerging risk identified: Distribution of information
intended for internal use by Elected Members.

The review process identified that the existing identified strategic risks
remain relevant and actions intended to further mitigate risks are
progressing.

A full copy of the current Strategic Risk Register is provided as Attachment
1.

Attachment 1

REPORT AUTHORISERS

Name Title

Nicola Tinning General Manager, Business Support & Improvement
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STRATEGIC RISK REGISTER

This Review — 21 January 2021 by:
Peter Tsokas — Chief Executive Officer

Megan Berghuis - General Manager City Services
Tami Norman — Executive Manager Office of the CEO

James Roberts — Acting General Manager Business Support and Improvement

Last Reviewed: 5 November 2020 by:
Megan Berghuis

Tami Norman

Nicola Tinning

Claude Malak
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Event Description:

Failure to maintain financial sustainability

Responsible Managers: CEO, EMT, CFO

Community Plan Theme: CIVIC LEADERSHIP & ECONOMIC PROSPERITY

Negative Contributory Factors:

e Forecasting tools are not relevant or out of date

e Long Term Financial Plan is not maintained or not appropriate for businessneeds
e Financial resources to deliver required services are inadequate

e  Financial capacity to meet service delivery demands

e  Financial resources are not managed in line with treasury management policy

e Debt levels and debt management strategies are not in line adopted targets or are
not sustainable

¢ Inadequate project management practices
¢ Impact of pandemic on local economy and Council’s operating results over time
e Changes to market in cemetery operations (CPCA)

e Ambitious expectations of Council deliverables

Risks:

Financial Maladministration & Corruption Inability to delivery community expectations
into the future

Financial sustainability is compromised
Reputational Damage

Legislative Compliance (Financial) are not met
Inter-generational equity is not achieved
insufficient project funding

Failure to deliver on plans and strategies
Limitations to service delivery options

Service level reduction

Centennial Park Subsidiary becoming unviable

Decision Making not aligned to Strategic Management Plans

Likelihood: Possible Consequence: Major

Inherent Risk Rating: | HIGH

Existing Controls/Mitigating Practices:

e Endorsed Community Plan, Four Year Delivery Plan and Annual Operating Plans

e Comprehensive budget development process that meets legislative requirements
(including cost estimates & consultation).

e LongTerm Financial Plan in place with adopted financial targets; reviewed
annually

e Adoption and application of the Better Practice Model — Internal Financial
Controls

e  Prudential Management Framework
e Treasury Management Plan

e  Owners Executive has been established and Board representation for Centennial
Park

e Quarterly Reporting from subsidiaries to owner Councils

Infrastructure & Asset Management Policy & Plans are linked to the long-term financial
plan

Quarterly budget review process

Regular Financial reporting and budget monitoring
Quialified and experience finance humanresources
Oversight from the Audit Committee

External Audit

Defined and agreed levels of service

Development of an Annual Operating Plan which specifies core activities, service levels,
and measures

Continued corporate performance reporting on external grants to Council (CEOKPI)

Centennial Park Charter

Control Effectiveness: Majority Effective

Risk Tolerance up to: MEDIUM

Likelihood: Rare Consequence: Major

Residual Risk Rating: MEDIUM

Treatment Plan:

Responsibility: Target Completion Date:

EMT Focus Area: Project Planning and Management — principles of project planning and management are used to effectively manage resources, risk and delivery

1 Revised project management framework e GMCD e Jun 2021

2 Provide training on revised project management framework to relevant staff o GMCD/GMBSI e Sept 2021
3 Implement Project Management Framework e GMCD e Sept 2021
4  EMT quarterly review progress of approved projects (at various levels across theorganisation) — at least e EMT e Dec2021

EMT Focus Area: Corporate Performance Reporting — promote council transparency, accountability and performance against service levels:

1 Develop appropriate measures to report on corporate performance quarterly:

2 Ensure quality and accuracy of data for corporate reporting purposes

e EMT e Jun 2021 - Completed and

ongoing

o GMBSI/EMT e Jun 2021 - Completed

CEO KPI — Financial — Ensure the sustainability of the organisation through sound financial management principles and on-going reviews of its operations to realise efficiency gains

1 202422 2020-21 Annual Operating Plan include clear levels of service for each service area.

e GMBSI/CEO e Jun 2021 - Completed
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Event Description:

Responsible Managers: CEO, EMT, Managers

Inability to meet the needs and expectations of the community

Community Plan Theme: & CIVIC LEADERSHIP

Negative Contributory Factors:

Community Plan is out of date or not relevant

Annual Business Plan and Budget process is not aligned with Community Plan and 4
Year Delivery Plan

Resourcing is not aligned to 4 Year Delivery Plan
Long Term Financial Plan is inadequate
Conduct is inconsistent with Code of Conduct/ Values

Systems and processes don’t appropriately capture information regarding community
needs

Infrastructure & Asset Management Plans are inadequate

Legislative movement of responsibilities

Disengaged Elected Members

Expectations of Elected Members lack of alignment with the Council role

Four-year election cycles

Risks:

e Dissatisfied community (public outrage)

e Reputational damage (negative media)
o Instability of staff (people leaving a negative environment)
e  Organisational culture is negatively affected

o Negative perception of performance of the Council (Elected Body)

Likelihood: Possible

Consequence: Major

Inherent Risk Rating: | HIGH

Existing Controls/Mitigating Practices:

Community Plan 2033

Annual Business Plan and Budget

4-year Delivery Plan

Annual Operating Plan

Long Term Financial Plan

Strategies, Policies and Procedures
Infrastructure & Asset Management Plans
Corporate Performance Report

CEO KPIs

Role Clarity Framework for service delivery

Organisational culture and values

e Role clarity and Position Descriptions aligned to service delivery
e Consultation processes (YourSay, website, social media)

e Customer Experience Framework

e Customer satisfaction surveys

e Customer Service Standards

e Community Engagement Framework and Policy

e Service Reviews

e Communication Channels

e Business Continuity Plan & Emergency Management Plan
o Regular Elected Member briefings, workshops and training

e Economic Development Strategy

Control Effectiveness:

Majority Effective

Risk Tolerance up to: | MEDIUM

Likelihood: Rare

Consequence: Major

Residual Risk Rating: | MEDIUM

Treatment Plan:

Responsibility:

EMT Focus Area: Customer First Culture — The organisation has a consistent customer first approach in the delivery of service:

1

Develop and implement internal Customer Service Charter Principles (Achieve Together Project) .

EMT e Jun 2021

2

Design and implement training across the organisation to reinforce service-eutture-customer service focus

and core competencies. (19/20, noting potential implementation over two years)

o GMCS/GMBSI

EMT Focus Area: Understanding our Purpose — Our people understand their role in 4-year Delivery Plan

1

Develop a corporate reporting framework with measures to monitor progress

e EMT e Sep 2021

2

Development of the Economic Development Strategy

e GMCD
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Event Description:

Ineffective decision making that lacks transparency

Responsible Managers: CEO, EMT, Managers

Community Plan Theme: CIVIC LEADERSHIP

Negative Contributory Factors:

Inappropriate conduct of staff/Elected Members
Inaccurate information

Ill-informed decision makers

Lack of role clarity and decision making (elected members)
Deficient policies and procedures

Noncompliance with legislative obligations/requirements
Internal control failures

Inappropriate delegations

Lack of governance framework

Lack of plans to respond to events that impact service delivery (from Risk 6)

Risks:

e  Reputational damage /risk (from risk 6 — to be deleted)
e  Scrutiny by regulatory bodies (ICAC/Ombudsman)

e  Financial impact/cost

e Loss of confidence in council

e  Staff attraction and retention

Likelihood: Likely

Consequence: Catastrophic
(Reputation)

Inherent Risk Rating: | HIGH

Existing Controls/Mitigating Practices:

Legislative obligations (eg. Code of Conduct, Policies etc)
External regulatory framework in place

Policies and Procedures

Delegation of Authority (Legislative and Financial)
Elected Members briefings and workshops

Expert advice provided by skilled staff

e Elected Members training programs

e Independent Members selection and training processes in place
e Agreed and Endorsed Meeting procedures

e  Risk Management Framework

e Internal Controls Framework

e Reporting Quality Control

e Quality and experienced governance human resources

Control Effectiveness:

Majority Effective

Risk Tolerance up to: | MEDIUM

Likelihood: Unlikely

Consequence: Catastrophic

Residual Risk Rating: | MEDIUM

Treatment Plan: Responsibility: Target Completion Date:
1 Elected Members development program implemented to enhance role clarity e EMOCEO e Jun 2021

2 Delegation review and training (understanding roles, responsibilities and delegation of authority) e EMOCEO e Jun 2021

EMT Focus Area — Understanding our Purpose — Our people understand their role in the 4-year Delivery Plan

1  Confirm an accountability matrix that articulates decision making at each level of theorganisation: e GMBSI/EMOCEO e Jun 2021

2 Reinforce processes and education for Elected Member requests with staff e EMOCEO e Sep 2021
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Event Description: Inability to manage legislative and regulatory compliance obligations

Responsible Managers: CEO, EMT, Managers

Community Plan Theme: CIVIC LEADERSHIP

Negative Contributory Factors:

Other levels of government assigning new/different responsibilities
Increasing compliance and reporting obligations

Changing legislative obligations

Local Government Reform agenda

Not monitoring external environment and trends

Reallocation of responsibilities via legislative changes

Four Year election cycles

Risks:

Failure to meet compliance obligation
Reputational damage

Loss of confidence in Council

ICAC investigation

Unreasonable Customer expectations
Negative Media exposure

Financial Sustainability

Negatively impact on service delivery & levels

Negative impact on organisational culture

Likelihood: Possible Consequence: Major

Inherent Risk Rating: | HIGH

Existing Controls/Mitigating Practices:

Strategic Planning framework and documents (e.g. Community Plan, Annual Plan etc)
Long Term Financial Plan/Annual Business Plan & Budget

Policies and Procedures

Internal Controls

Risk management framework

Audit Committee

External/Internal Audit

Appropriately trained and experienced staff

Access to suitably qualified service providers for support (e.g. legal advice)

Access to LGA resources & opportunity to influence outcomes

o Delegations e Collaboration between Councils

e External liaison and relationship management e ERA

Control Effectiveness: Majority Effective Risk Tolerance up to: | MEDIUM
Likelihood: Possible Consequence: Major Residual Risk Rating: | HIGH

Treatment Plan: Responsibility: Target Completion Date:
Preparation for LG Reform o EMT ¢ Ongoing
Investigate development and implementation of Legislative Compliance register e EMOCEO e Dec 2021
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Event Description

Workforce not appropriately skilled or engaged

Responsible Managers: CEO, EMT, Managers

Community Plan Theme: CIVIC LEADERSHIP

Negative Contributory Factors:

e inability to attract appropriate staff

e Inappropriately skilled staff

e Negative organisational culture

e Lack of contemporary working conditions

e Limited access to ongoing training and development
e No career progression opportunities

e Lack of workforce planning

e Job doesn’t meet staff expectations

e  Unsatisfactory relationship with Elected Members
e  Poor recruitment practices

¢ Ineffective knowledge management

e lack of appropriate staff turnover

e  QOut-dated systems and processes

e Pandemic related disruption and distraction

Risks:

e Unnecessary high staff turnover
e  Failure to deliver plans and strategies
e Community expectations not met

e Reputational damage

e Inability to retain the right staff / Loss of corporate knowledge

Likelihood: Possible

Consequence: Major

Inherent Risk Rating:

HIGH

Existing Controls/Mitigating Practices:

e  Recruitment strategies and practices

e  Well established brand

e Active management and development of organisational culture (OCl)
e Appropriate employment conditions

e Continuous Improvement

e  Working from Home Framework

e Purpose statements for work areas that are aligned to organisation’s purpose

e Digital Workplace through the Internet

e Documented job descriptions documented a
e Corporate Values

e Development planning process (PDR)

e Relevant resources and tools

e Digital Strategy and BS&S Capability

nd reviewed

e Align the labour budget to reflect the priority areas determined by Council

e Recognition Guidelines

e Organisational structure reviewed

Control Effectiveness: Majority Effective

Risk Tolerance up to:

MEDIUM

Likelihood: Unlikely Consequence: Major

Residual Risk Rating:

MEDIUM

Treatment Plan:

Responsibility:

Target Completion Date:

EMT Focus Area — Workforce Planning — we have the required number of people to deliver Council’s 4-year Delivery Plan

1 Review and update organisation structure e EMT e Jun 2021 - COMPLETED & now
ongoing
EMT Focus Area — Employee Engagement — Our people collaborate for success and are valued, engaged and recognised for their achievement
1 Establish and implement an internal communication framework and plan that conveys e GMBSI/EMOCEO e Jun 2021

what will be communicated, to who, when and how

2 Implement an on-line climate survey tool to provide a regular interim measure e GMBSI e Jun 2021 - OCI Survey conducted
between OCI surveys
3 Develop a calendar of key corporate processes and deadlines e EMT e Jun2021
EMT Focus Areas — Understanding our Purpose — Our people understand their role in the 4-year Delivery Plan
1 Review the PDR process to ensure it is meaningful for our people e GMBSI e Jun2021

EMT Focus Area — Digital Workplace — Enhance our performance through the introduction and integration of digital technologies

1 Deliver the “Digital Workplace” (intranet) via a cross functional team e GMBSI/EMT e Jun 2021 - COMPLETED
2 Populate the Digital Workplace with appropriate content e EMT e Jun 2021
3 Provide a training program to enable delivery of Digital Workplace e GMBSI e Jun2021
EMT Focus Area — Continuous Improvement and Innovation — Support our people to innovate and continuously improve
1 Establish an ‘innovation and red tape reduction register’ to capture and implement e GMBSI e Jun2021
ideas for productivity improvement
2 Provide a training program on the application of continuous improvement tools e GMBSI e Sep 2021
3 Integrate continuous improvement as a ‘business as usual activity’ within each service e EMT e Sep 2021

area
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6 Event Description: Inability to respond to climate change

Responsible Managers: CEO, EMT

Community Plan Theme: ENVIRONMENTAL STEWARDSHIP

Negative Contributory Factors (“root” causes / how and why the event arises):

e Extreme weather events

e Increased urban infill

e  State Government Planning Reforms
e Lack of recyclables market

e Increased waste production by the community

Risks:

Canopy reduced — (out of Council’s control)

Reputational impact —as community has strong ‘green’ focus
Heat-Island effect

Public Health implications and risks

Reduction in quality of life now and future

Increased costs

Impacts to rate-payers

Impact to local flora and fauna

Loss of enviable amenities

Unley does not become a desirable place to live

Loss of productivity of operations due to extreme weather events

Likelihood: AlImost Certain Consequence: Major

Existing Controls/Mitigating Practices:

e  Canopy Action Plan

e  Tree Strategy

e  Budget allocation for 19/20 to target canopy cover has been established

e Brown Hill Keswick Creek subsidiary & delivery of Stormwater Management Plan
e  Strategic Plan and objectives

e  Re-use water (dam and aquifer)

e Long Term Financial Plan

Water Sensitive Urban Design
Waste management plan
Public Health Plan

Asset Management Plans
Alternative Energy initiatives
Cycling and walking network

Climate & Energy Plan for Council Operations

Control Effectiveness: Majority Effective

Risk Tolerance up to: | MEDIUM

Likelihood: Unlikely Consequence: Major

Residual Risk Rating: | MEDIUM

Treatment Plan:

Responsibility: Target Completion Date:

CEO KPI 2019/2020 — Environment - Continue to implement policies, strategies and projects to drive improved environmental sustainability across the City

The Council has established a number of policies and strategies to maintain and enhance our urban environment and strengthen the City’s resilience to climate change. The ongoing
implementation of strategy through a diverse range of key projects will demonstrate the Council’s leadership to our community:

1 New waste management plan endorsed by Council
2 New Waste Management Contracted

3 Climate & Energy Plan for Council Operations

4 Financial incentives for Canopy on private land

5 Heatwave Action Plan

e GMCD e May 2021 - COMPLETED
e GMCD e Sep 2021

e GMCD e May 2021 - COMPLETED
e EMT e Jun 2021 - COMPLETED
o EMT e Jun 2021
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Strateqgic Risk Register

Emerging Risks: What keeps you awake at night??

May 2021

e Distribution of information intended for internal use by Elected
Members

Appendix
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INFORMATION REPORT

REPORT TITLE: OPERATIONAL RISK REGISTER UPDATE -
HIGH AND EXTREME RISKS

ITEM NUMBER: 3.4

DATE OF MEETING: 11 MAY 2021

AUTHOR: ALEX BROWN

JOB TITLE: MANAGER FINANCE AND PROCUREMENT

ATTACHMENTS: 1. OPERATIONAL RISK REGISTER - HIGH

& EXTREME RISKS

EXECUTIVE SUMMARY

This report provides an update on the operational risks with a residual risk
of high or extreme. There are currently three operational risks with a
residual risk of high and zero with a residual risk of extreme.

RECOMMENDATION
That:

1. The report be received.

RELEVANT CORE STRATEGIES/POLICIES

4. Civic Leadership
4.1 We have strong leadership and governance.

BACKGROUND

The full Operational Risk Register (ORR) was last presented at the February
2021 Audit Committee meeting.

There were three operational risks with a residual risk rating of high. These
were:

e Assets & Operations (A&O #6) — Ability to manage and deliver on
resident expectations of service provision;

e Business Systems & Solutions (BS&S #7) — Working from home
arrangements leading to potential increased exposure to cyber-
attacks; and

e Finance & Procurement (F&P #6) — Pandemic (Covid-19) — leading
to impact on revenue streams.
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A desktop review was conducted by the risk owners and they were required
to review the existing controls, status of any treatment plans and the residual
risk rating.

The reviewed ORR for high and extreme residual risks is provided as
Attachment 1.
Attachment 1

DISCUSSION

The outcome of the review was a reduced residual risk rating from high to
medium for A&O #6. It was assessed that the completion of the Asset
Management Plans, which were endorsed by Council in December 2020,
reduced the likelihood of the risk from likely to possible. This risk will now
be removed from the high and extreme risk list.

There were no other changes to the operating risks’ residual risk rating for
the two remaining risks which remain high.

Operational risks with a residual risk of high or extreme will be presented to
the Audit Committee at each meeting.

REPORT AUTHORISERS

Name Title

Nicola Tinning General Manager, Business Support & Improvement
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