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FOREWORD

Every four years, thousands of people stand for election to their local council, with more than 700 chosen to serve
and lead their communities.

High expectations are rightly placed on those elected, as they take on real responsibilities for support and services
in their local area. Like all governments, councils need to make decisions about the services they provide, and the
revenue that they need to bring these services to life.

To achieve good outcomes for ratepayers we need the ecosystem in and around local government to be as robust
as possible. From the internal structures around how councils operate, to the integrity bodies that oversee them
and the media that report on them, every part of the ecosystem needs to work to deliver quality services for local
communities, whilst also ensuring that ratepayer dollars are used as wisely as possible.

As Minister for Transport, Infrastructure and Local Government, | have a responsibility to ensure that this
legislation offers councils the support they need, provides appropriate oversight and gives each community
certainty that their council is making good decisions, understands local needs and is operating efficiently and
sustainably.

This discussion paper proposes reforms to local government legislation that aims to achieve this. Some of the
key reforms proposed include a new conduct management framework for council members, an expanded role
for council audit committees to provide expert, independent advice to councils on a range of critical financial and
governance matters, and improvements to regulation to reduce councils’ costs.

| am grateful to the people who provided their ideas for reform in the first stage
of the Local Government Reform program. | was impressed by the range and
number of considered ideas that were submitted. Likewise, | am keen to hear
as many views as possible on the reforms contained in this discussion paper.
Which do you think will work? Are there other ideas for reform that should be
considered?

| look forward to receiving all submissions on this discussion paper, and to work
together to ensure we have local government legislation that will set the future
direction for councils in our State.

HON STEPHAN KNOLL MP
Minister for Transport, Infrastructure and Local Government
Minister for Planning
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WHY IS LOCAL GOVERNMENT

REFORM NEEDED?

The Local Government Act 1999 (the Act) was put in
place following significant council amalgamations in
the late 1990s that created our current 68 councils.
In 1999, the Act recognised that councils are
government bodies elected by their communities to
make decisions about the services that need to be
delivered for their local area.

This means that councils have serious responsibilities.

The services they provide—roads, footpaths, ovals,
parks, sporting grounds, waste management,
libraries, community centres and community support
services to name just a few—are what makes our
local communities work.

REFORM AREA 1

STRONGER COUNCIL MEMBER
CAPACITY AND BETTER CONDUCT

REFORM AREA 3

EFFICIENT AND TRANSPARENT
LOCAL GOVERNMENT
REPRESENTATION

The State Government also has a responsibility

to ensure that the legislative framework around
councils enables them to act, make decisions,

and provide services in the way in which their
communities expect. It'sets the rules' for how
councils are elected; what their roles and
responsibilities are; how they can raise revenue;
how they make decisions; and how they inform and
engage their communities.

The four reform areas put forward by the
Government recognise that there are areas in this
legislative framework that currently aren’t working
as well as they should, and need to be reviewed.

These areas are—

REFORM AREA 2

LOWER COSTS AND ENHANCED
FINANCIAL ACCOUNTABILITY

REFORM AREA 4

SIMPLER REGULATION

Item 11.1- Attachment 1
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REFORM AREA 1

STRONGER COUNCIL MEMBER
CAPACITY AND BETTER CONDUCT

Communities have high expectations of how their council members should behave. They are leaders in their
communities, who speak and make decisions on their behalf. There are more than 700 council members in South
Australia, and most meet this expectation admirably. They step forward to serve on their council, and commit
considerable time and energy to make their local community a better place to live.

However, from time to time, some council members conduct themselves in a way that is not acceptable.

This can be poor behaviour, such as rudeness or a lack of respect to fellow council members or community
members. It may be poor behaviour in a council meeting, through an unwillingness to engage in the respectful
debate that's needed to ensure good decisions. Or it may be conduct that calls the integrity of their decisions
into question, such as not managing a conflict of interest properly, or accepting gifts and other benefits that may

improperly influence what they do.

Whatever the issue is, council members and their communities expect that it should be dealt with in the right
way. This means that it is investigated at the right level; that sanctions are applied that fit the behaviour, and that
council members who choose to repeat poor conduct receive escalating penalties.

There is a strong view that the current system for managing the conduct of council members is not delivering on
these expectations. Feedback has been that councils have a desire to be better equipped to manage low-level
behavioural issues on a local level, but also want a clearer pathway to resolving more serious conduct matters.
Proposed reforms will create a better framework for managing and improving council member conduct and
capacity. The Act will make a dlear distinction between lower-level ‘behavioural’ matters that can be dealt with at
a council level, and more serious ‘integrity’ matters that should be investigated and dealt with by an independent
body.

The new framework will also recognise that while most behavioural matters are low-level, occasionally poor
behaviour can be serious enough, or can be repeated to an extent that it causes a risk to the health and safety
of others, or prevents an elected member body from acting effectively. Councils should be able to refer these
‘serious behavioural matters’to an independent body for investigation and resolution as integrity breaches.

One question that this discussion paper poses is which model should be putin place to deliver this new
framework. Three alternatives are proposed—a ‘light touch’ model that dlarifies the current legislative provisions;
a model that uses a new council ‘governance committee’ to support councils’ conduct management; and a

significant change through the introduction of a ‘Local Government Conduct Commissioner'.

PROPOSALS

Item 11.1- Attachment 1 Page 8 of 583
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REFORM AREA 2
LOWER COSTS AND ENHANCED

FINANCIAL ACCOUNTABILITY

Itis fair to say that of all the decisions a council makes, the one that receives the most attention is setting the
rates that are paid by its community. This decision is what enables councils to provide the services that we rely
on—roads, waste management, libraries, and all the other council services and facilities that our communities
use. It also enables councils to manage the very significant assets that underpin these services—over $23 billion

worth across the State.

Most people realise this and are prepared to contribute their fair share to these services. However, ratepayers
must have confidence that their money is being raised fairly and spent sensibly. This means that their council is
managing its finances responsibly, with the right level of oversight and assurance; that it makes every effort to
keep costs low; and that it also provides clear and easily understood information about these critical decisions.
The Act establishes clear standards of financial management and accountability, which have been reviewed and

improved a number of times over the past decade.

However, given the critical importance of councils’ financial position, the need for all councils to make well
informed and effective decisions on revenue and expenditure, and a continuing need for independent oversight
that assures both councils and their communities that councils are well managed and sustainable; another review
of these standards is timely.

The discussion paper proposes several reforms to improve council auditing and oversight, to improve decision
making by council member bodies and to improve the information that councils provide each year to their

communities on their rating decisions.

Feedback on all proposals is welcome. However, it should also be noted that the State Government has charged
the SA Productivity Commission (SAPC) to undertake an inquiry into cost pressures and efficiencies in the local
government sector. It is likely that any recommendations the SAPC makes in its final report in November 2019 will

have a significant impact on reforms in this area.

Item 11.1- Attachment 1 Page 9 of 583
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REFORM AREA 3
EFFICIENT AND TRANSPARENT LOCAL

GOVERNMENT REPRESENTATION

It is the election of our councils that makes them a government.

Like State and Federal Government elections, Local Government elections give us the ability to choose who we
want to represent us, to lead our communities, and to make decisions about the services that are available to
us. Many aspects of these elections are the same. They are run by an independent body, which for councils and
the State Government is the Electoral Commission of South Australia (ECSA). They are based on a fundamental
principle of ‘one vote, one value'—that is, that each vote held by each voter is equal.

However, there are also unique features of council elections in South Australia. Most notably, voting for councils
is voluntary, and done by a postal vote. The franchise is different—property owners, as well as residents, can
vote. The method of voting and counting is also different in council elections. Other differences are in the role
of formal political parties, which is much less apparent in council elections; and how voters learn about the
candidates that are standing for election.

In the call for reform ideas, council elections attracted the most submissions and comments. Many contributors
asked for the introduction of online voting, to make voting more convenient and to improve the numbers

of people choosing to vote. There is general agreement that online voting is desirable, however, a range of
technological challenges must be overcome before its introduction to ensure the security of our elections. This is
why this discussion paper does not propose this reform.

Other calls for improwvement to local government elections centred on clarifying the roles of ECSA and councils in
elections; particularly for people who wish to nominate for council, and then become candidates. There was also
a widespread view that candidates should be required to provide more information that would be of interest to
people considering whether to vote for them—any political affiliations the candidate may have; whether they live
in the area for which they are standing; and any significant donations they may have received.

The reforms in the discussion paper therefore propose a greater role for ECSA in receiving nominations and
publishing information on candidates—all online, to provide a more convenient, centralised service for both
candidates and voters. The reforms also propose greater information disclosure by candidates in an easily
accessible form.

Item 11.1- Attachment 1 Page 10 of 583
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REFORM AREA 4

SIMPLER REGULATION

Councils are required to act within a range of regulations that are put in place to deliver or protect the public
interest. For example, they are required to undertake a specific, regulated process before they decide to revoke
the community land status of some of their land. This regulation is in place to ensure that councils fully consider
all aspects of this decision, to provide assurance that this decision is made in their community’s best interest.

However, it also must be recognised that regulations can be costly—in time and resources. This is why regulation
is often referred to as ‘red tape’—or perceived only as a barrier to timely and effective actions. There’s no question
that regulation should be regularly examined to ensure that it delivers on the public good it aims to protect. Every
dollar that a council spends on compliance is a dollar that must be raised by rates or not spent on a local service.
It's therefore essential that regulations are regularly reviewed to ensure that the cost of compliance is justified by
the benefits they deliver.

The many ideas for local government reform received suggested a number of areas where regulation can be
simplified. This paper therefore proposes reforms to a range of current regulations. These include a more modern
approach to community engagement; a faster process for simple community land revocation proposals; clarifying
councils’ ability to hold workshops and information sessions for its council members; reducing regulations that
apply to permits for use of council roads; and improving aspects of council meetings.

Item 11.1- Attachment 1 Page 11 of 583
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HOW TO MAKE
A SUBMISSION

This discussion paper
puts forward a range
of proposals for local
government reform.

In some instances, these include a number of potential
models for discussion and debate. In other cases, a single
proposal is put forward for comment.

We are seeking your views on the proposed reforms. Which
do you think would best address the issues that have been
identified? Are there changes that you would make to the
proposals? And are there any new ideas and alternative
proposals that you think we should consider?

e TO FIND OUT MORE VISIT
www.dpti.sa.gov.au/local_government_reform

@ JOIN THE CONVERSATION
AND COMPLETE OUR SURVEY AT
yourSAy.sa.gov.au
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o INTRODUCTION

Under the Local Government Act 1999 (the Act), a

council is a body corporate and consists of members The reforms proposed in this discussion
elected to the council. A council's elected member e S T T e e

body is made up of a principal member who is framework to support and promote better

known as either a‘Mayor’ (elected to the position) conduct and stronger capacity of council

or a‘Chairperson’ (appointed by the other elected members, while recognising the status

of council members as democratically

members, although may also be referred to as a

. : elected representatives, who are primaril
Mayor’) and several council members often referred pres - P Y

P . accountable to their communities and will
to as ‘Councillors’ =

ultimately be judged at local government
elections.

e COUNCIL MEMBER CONDUCT

BACKGROUND 2.1

Council members are elected to council to make decisions for, and to act in the best interests of, their community.
Being a council member is a position of trust bestowed on them by their local communities.

Because local governments today have many complex responsibilities and a great deal of discretion, their
communities understandably have high expectations of standards of behaviour, integrity and performance.
As representatives and leaders of their communities, council members are generally expected to act ethically,
diligently, respectfully, honestly and with integrity.

Generally, the South Australian community is well served by those who serve as council members in local
government, who overwhelmingly conduct themselves in accordance with the high standards expected of

them. However, from time to time, inappropriate or improper conduct by council members can lead to council
dysfunction, impairment of local government integrity and performance, and a reduction in community trust and
confidence.

State legislation plays an important role in council member conduct. It can set the standards of behaviour, and
provide arrangements for dealing with breaches across all areas of conduct.

This is a spectrum of behaviour that ranges from lower-level behavioural matters, such as how council members
relate to others, to more serious matters that may affect the integrity of council members' decisions, such as poor

L> w LU LK N

COUNCIL MEMBER CONDUCT AND CAPACITY 0
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management of conflicts of interest, or the inappropriate acceptance of gifts and benefits. At the highest, or most
serious, end of this spectrum is criminal conduct and corruption’.

The various pieces of legislation that make up the council member conduct framework are intended to operate
as an escalating system that addresses the varying levels of seriousness of poor behaviour with increasing levels
of sanctions and penalties.

The chief parts of the current council member conduct management framework are set out below.

THE CODE OF CONDUCT FOR COUNCIL MEMBERS 2.1.1

The Act requires council members to observe a Code of Conduct that is setin regulation. When people think
about the ‘rules’ that apply to the conduct of council members, this Code of Conduct is often what comes to mind.
The Code of Conduct has several functions. One is to establish the standards of behaviour and integrity that
council members should adhere to. Reflecting the spectrum of conduct, the Code has three core ‘levels’ of
standards.

The first of these is a statement of high-level principles of behaviour that council members are expected to
demonstrate, such as a commitment to serving the best interests of the community, to discharging duties
conscientiously, to work together constructively and to uphold the values of honesty, integrity, accountability and
transparency.

The second is to set out the specific behaviours that council members should adhere to, in Part 2 of the Code—
the ‘Behavioural Code’. These range from more general statements about behavioural standards (such as "actin
a way that generates community trust and confidence in the Council’), to more detailed instructions on particular
behaviours (such as ‘ensure that personal comments to the media or other public comments on Council
decisions and other matters, clearly indicate that itis a private view and not that of Council).

The third level is contained within Part 3 of the Code, ‘Misconduct'. This section contains matters that, if breached,
could affect the integrity of council decisions, such as the poor management of conflict of interest, or the
inappropriate acceptance of gifts and benefits. Many of these matters are also contained within the Act.

An appendix to the Code outlines the most serious conduct matters—those that could be criminal conduct or
corruption.

Along with 'setting the standards’; the Code also establishes the process by which alleged breaches of these
standards are investigated. The high-level principles are not intended to be enforceable, as these express the
broader expectations of council members. The Code is clear that breaches of ‘behavioural matters’ in Part 2
should be dealt with at a council level, but allows each council to determine a process to do so that best fits their
own needs.

'NOTE: T
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Alleged breaches of Part 3, ‘Misconduct, are referred to the Ombudsman, as integrity matters should be
investigated by an independent statutory body. The Code of Conduct also allows for repeated breaches of the
‘Behavioural Code’, or non-co-operation with a council investigation or finding under the Behavioural Code, to be
elevated to the Ombudsman.

Any suspected breaches of the most serious criminal matters should, of course, be referred to the Independent
Commissioner Against Corruption (ICAC).

Finally, the Code of Conduct and Act set the penalties or sanctions that can apply when it has been breached.

Again, these are designed to escalate in accordance with the seriousness of the breach.

IF A COUNCIL FINDS THAT A MEMBER HAS IF THE OMBUDSMAN HAS INVESTIGATED A
BREACHED PART 2 (THE BEHAVIOURAL CODE) MEMBER, HE MAY MAKE THE FOLLOWING
IT MAY— RECOMMENDATIONS TO THE COUNCIL TO—

Pass a censure motion in respect of
the council member.

Reprimand the member (including
IG) by means of a public statement).

Require the member to attend

Request a public apology, whether

& o

written or verbal.

=
I

88 a specified course of training or
Request the council member to ) . . .
instruction, to issue an apology in
attend training on the specific topic .
a particular form or to take other

= [il

found to have been breached.
steps.

Resolve to remove or suspend the ) .
Require the member to reimburse

council member from a position @ ) -
the council a specified amount.
(= l

&

within the council (not including

the member’'s elected position on
P Ensure that a complaint is lodged

council).
) against the member with the South
Australian Civil and Administrative

Request the member to repay Tribunal (SACAT)

Re

monies to the council.

If a council member fails to comply with a requirement made by a council on the Ombudsman’s recommendation,
then the council must lodge a complaint against the member with the South Australian Civil and Administrative
Tribunal (SACAT). This could result in stronger sanctions for the member, including their suspension or

disqualification from office.

COUNCIL MEMBER CONDUCT AND CAPACITY
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OTHER CONDUCT MATTERS IN THE LOCAL GOVERNMENT ACT 2.1.2

Along with establishing the Code of Conduct, the Act includes a number of specific conduct requirements that
apply to council members.

In summary, these requirements are—

To act honestly, and with reasonable

Not to disclose information that
care and diligence in the performance of r

is confidential;

official duties;

To declare all financial and non-financial
interests in the Register of Interests’;

Not to make improper use of their position, or of information they have gained through this

To properly manage any conflict

[x

of interest.

position, for their own advantage or to cause detriment to the council;

OTHER CONDUCT MATTERS IN THE LOCAL GOVERNMENT ACT 2.1.3

Other pieces of legislation that form part of the council member conduct framework include the Independent
Commissioner Against Corruption Act 2012 and the Ombudsman Act 1972 (which provide for the powers and
functions of the integrity agencies in South Australia) and the Criminal Law Consolidation Act 1935 (which covers
serious criminal offences by ‘public officers’).

ISSUES 2.2

There is general agreement from the local government sector and the community more widely that the current
conduct management system is not working as effectively as it should.

One key issue identified is that the use of the Code of Conduct, particularly the ‘Behavioural Code’, results in an

overly formal process that exacerbates conflicts between elected members, and creates a long, difficult and costly
process for councils to resolve behavioural matters.

@ COUNCIL MEMBER CONDUCT AND CAPACITY
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Before the current Code of Conduct was introduced, each council had its own code of conduct for council
members that it was required to review within 12 months after each general election. The intent of the uniform,
regulated Code of Conduct was to provide consistent standards of behaviour across all councils. However,
feedback has been that formally regulating detailed behavioural matters can result in an excessively combative or
legalistic approach to these matters.

Both the ICAC and the Ombudsman have raised public concerns about the number of Code of Conduct
complaints they receive from council members against each other, particularly when the complaints stem from
disagreements or personality clashes between the members.

Recent statistics from the Ombudsman indicate that almost half of the Code of Conduct complaints he receives
are from an elected member against another elected member. Both the ICAC and the Ombudsman have been
publicly encouraging council members to stop lodging ‘trivial’ or ‘petty’ complaints, which are a waste of public
money and resources. The Ombudsman has stated that much of his time has been taken up by internal council
complaints that have proved to be costly and time-consuming.

Additionally, continual trivial or petty complaints can be very destructive at a council level. It is very difficult for
a council to operate effectively if its members are unable to overcome personal differences and are continually
lodging Code of Conduct complaints against each other.

These concerns have also been raised by councils, who have noted a lack of deterrence for ‘trivial, frivolous and
vexatious' complaints. Councils do not feel that they have the right tools to deal with minor behavioural matters
quickly, fairly, and effectively.

Another key area of concern is how serious behavioural issues can be dealt with—behaviour that may cause a risk
to another person’s health and safety. While the current Code of Conduct recognises bullying and harassment,
and provides for a mechanism for repeated behavioural breaches to be escalated from council level to the
Ombudsman, there is a strong view that this mechanism is not effective; and that the sanctions available to deal
with these matters are not adequate.

Itis also essential to ensure that the health and safety of council staff and members is properly protected. There
may therefore be a need to enable a position (such as a principal member or CEO), or a body (such as a council
governance committee) to give immediate, limited directions to council members in circumstances where this
health and safety is at risk.

Other concerns have been raised about the overlap and duplication between the Code of Conduct and conduct
matters within the Act. These include duplication of expectations of behaviour in the Code of Conduct and in the
section of the Act that sets out the ‘General Duties’ of members, conflict of interest matters, and the management
of confidential information.

COUNCIL MEMBER CONDUCT AND CAPACITY
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While the Code of Conduct was intended to create a ‘one-stop shop’ that described all conduct matters, and
therefore included matters also in the Act, the conclusion is that this approach causes confusion and uncertainty
as to the appropriate body to investigate alleged breaches.

Councils have also argued that the conflict of interest provisions in the Act, which were introduced in 2016 are
considered ‘complex’ and ‘confusing, making it difficult for council members to adhere to the rules.

PROPOSALS FOR REFORM 2.3

It was dlear from the response received through the call for reform ideas that the community generally considers
that there should be rules of behaviour or conduct that council members should abide by.

It was also clear that there is support for a review of the current system to create a ‘clearer’, ‘'simpler’, ‘stronger’,
‘well-defined’ conduct management framework. Ideas received on how this could be achieved, however, were
diverse.

Ideas about how disagreements between council members should be managed ranged from dealing with them
‘in-house’” within the council to having an external, independent body to manage all complaints.

Other suggestions were that it is the responsibility of the Mayor and/or the elected member body and/or CEO (i.e.
the 'leadership’ roles) to manage disputes and find appropriate resolutions. A number of submissions advocated
for a mechanism to resolve behavioural issues without having to resort to external complaints management
bodies.

Many councils endorsed the approach put forward by the Local Government Association (LGA), which stated that
"It is important that local government is empowered to self-determine the expectations of acceptable behaviour
that align with community expectations.”

Following on from this, one of the LGA’s proposals is for an “increase in devolution of responsibility to councils to
handle behaviour matters internally, with expedient ways to escalate serious misconduct matters as appropriate”.
The LGA submission also seeks a broadening of the range of penalties so that effective action can be taken
commensurate with the circumstance of each case, and clearer classifications of ‘misconduct’, along with
definitions for ‘bullying and harassment’ and ‘sexual harassment'.

The Local Government Reform process provides an opportunity to review the conduct framework to provide
clearer roles and responsibilities and a broader (and proportionate) range of tools and sanctions for managing
different categories of elected council member conduct.

Noting the complexity of this issue, there are three conduct management framework models proposed in this

paper. All of these models, however, contain a number of ‘common features’ that, like the current system, reflect
the spectrum of member conduct.

COUNCIL MEMBER CONDUCT AND CAPACITY
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COMMON FEATURES PROPOSED 2.3.1

A CLEAR "HIERARCHY" OF CONDUCT

A new conduct management framework will establish a much clearer hierarchy of conduct that clearly separates
‘behavioural matters’ from ‘integrity matters”. This will create clearer responsibilities and pathways and enable
council members and members of the community to understand which body is responsible for managing aspects
of council member conduct.

The Local Government legislation will continue to be the primary documents that establish the standards of
behaviour and of conduct that affects integrity for council members. It is proposed that detailed behavioural
matters are removed from a ‘Code of Conduct’ in favour of setting appropriate standards of behaviour in the

legislation.
Councils will be empowered to determine —if they choose to do so and consider it helpful—more detailed
examples of these behaviours (in a policy adopted by the council), which supports and is consistent with the

standards in the legislation.

The legislation will also clarify which conduct matters are ‘integrity matters’. These may include—

Arequirement to Release and disclosure ©.0 Misuse of information
act honestly in the of confidential g to gain benefitor
performance of official information. cause detriment.

functions and duties.

Misuse of position to

W gain benefit or cause

Register of interests. Conflicts of interest.

detriment.

Directing or Only using official
influencing council % Gifts and benefits. council communication
staff. methods (e.g. e-mails)

for official council
functions and duties.

Breaching any communication (or other) protocol set up Misuse of meeting

A by the council or CEO for staff or council members to management powers

address risks to health and safety allegedly caused by a by the presiding
council member. member.
COUNCIL MEMBER CONDUCT AND CAPACITY 0
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COUNCILS WILL CONTINUE TO BE RESPONSIBLE FOR
‘BEHAVIOURAL MATTERS’

Councils will continue to be responsible for managing council member behaviour, as they currently are under the
Code of Conduct.

The current Code of Conduct enables councils to decide for themselves the most suitable mechanism for dealing
with behavioural matters by elected members. Complaints may be investigated and resolved in any manner that a
council deems appropriate in its process for handling alleged breaches of the Behavioural Code. This can include,
butis not limited to: a mediator or condiliator; the Local Government Governance Panel; a regional governance
panel; or an independent investigator. A complaint within this process may be considered trivial, vexatious or
frivolous and accordingly not investigated.

Itis proposed that councils will continue to be required to have a process for handling complaints and an internal
resolution process, but will also continue to have the autonomy to decide on the resolution mechanisms that are
most suitable to that council.

Councils will also continue to be able to apply the sanctions for breaches of ‘behavioural matters' that are
contained within the current Code of Conduct, however, itis proposed that this be strengthened to enable
councils to direct or require (rather than ‘request’) the actions.

Itis also proposed that the principal member have enhanced powers to deal with disruptive behaviours at
meetings.

AN ESCALATION PROCESS FOR ‘SERIOUS BEHAVIOURAL MATTERS'’

Itis recognised that certain behaviours or circumstances can require escalation to an independent body for
investigation or intervention if they are serious enough to be considered as an integrity breach.

The current Code of Conduct recognises this and provides for certain matters to be referred from a council to the
Ombudsman for investigation. These matters include—

1. Failure of a council member to cooperate with the council's process for handling alleged breaches.
2. Failure of a council member to comply with a finding of an investigation adopted by the council.

3. Repeated or sustained breaches of the Behavioural Code (Part 2) by the same council member may be
referred, by resolution of the council.

COUNCIL MEMBER CONDUCT AND CAPACITY
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These referral mechanisms, however, have rarely been utilised by councils. Feedback has been that it can be
difficult to escalate issues about a council member's behaviour where there are factions within the council, or
where divided views amongst council members on the conduct in question mean that they are unable to agree to
refer the matter to the Ombudsman.

Itis proposed that a better process is put in place to escalate serious behavioural matters from a council to an
independent body for investigation, where there is a view that these matters are an integrity breach.

The matters which could be considered for escalation to an independent body could include—

1. Repeated and unreasonable behaviour by a council member that creates a risk to health and safety,
such as bullying or harassment. This may specifically include ‘sexual harassment’.

2. Behaviour that is not repeated, but still creates a risk to health and safety.

3. Behaviour that is repeated and does not create a risk to health and safety, but is serious
‘unreasonable’ behaviour. This could be circumstances where, despite a council's reasonable, multiple
efforts to address behaviour, a council member continues to be unreasonable and unmanageable,

necessitating an external ‘circuit breaker to resolve the matter.

Itis likely that the independent body receiving complaints about these matters would expect that the relevant
council would have taken reasonable actions to address the behavior at a council level, before escalating, where
possible. It is also proposed that complaints of this nature would be escalated only following a decision of the
council, or by a council's governance committee.

It should be noted that any person affected by behaviour that poses risks to their safety can seek intervention
orders (including an interim order) under the Intervention Orders (Prevention of Abuse) Act 2009 (SA) for their
protection. Itis proposed that a council member subject to an intervention or interim intervention order relating
to a council member or staff could be suspended from office for the duration of this order to properly protect
members and staff.

ENSURING THAT ‘INTEGRITY MATTERS" ARE DEALT WITH BY AN
INDEPENDENT BODY

A new conduct management framework will clarify that breaches of integrity matters should be dealt with by an
independent body that has appropriate sanctions available to them.

This body could be the Ombudsman, or the ‘Conduct Commissioner’ (as discussed in the proposed models). It

is also proposed that this body could apply an expanded range of sanctions that would include: the ability to
suspend a member; suspend a member's allowance; or to require reimbursement to the council of costs involved
in an investigation of a matter.

COUNCIL MEMBER CONDUCT AND CAPACITY
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A number of ideas received requested a greater ability to dismiss council members, and/or prevent them from
standing at future elections.

This ability is currently only held by the South Australian Civil and Administrative Tribunal (SACAT). It is
appropriate that the ability to disqualify a democratically elected council member from office should be reserved
for only the most serious categories of conduct, and can only be applied by a tribunal or court.

Itis, however, essential that serious matters can be brought before SACAT when necessary. Accordingly, the new
conduct management framework will retain the ability of the independent body investigating integrity breaches to
require that complaints to SACAT be made when appropriate.

IMPROVED CONFLICT OF INTEREST PROVISIONS

The conflict of interest provisions in the Act will be reviewed, to—

Simplify the current system by reducing the current three ‘categories’ of conflict
(material actual and perceived) to two—'material conflict of interest’ and ‘non-material
conflicts of interest’

Simplify the process by which council members can be exempt from conflict of interest
ﬁ%{ provisions, or seek approval to participate in a matter. This will include a review of the

‘ordinary business matters’.

Clarify the application of conflict of interest rules to council committees and subsidiaries to
“ remove the current complex regulations that deal with this matter.

OPTIONS OF PROPOSED MODELS FOR COUNCIL MEMBER CONDUCT FRAMEWORK 2.3.2

The three models of the conduct management framework that are proposed are detailed below. It is proposed
that all of these models would include the common features described above. Additionally, the models are not
mutually exclusive. Elements of any of the three could be incorporated into any final model.

MODEL 1 - CLARIFICATION OF CURRENT LEGISLATION
This proposed model would have the common features described above but would require a council resolution to
refer ‘bullying and harassment’ complaints to the Ombudsman. That is, the council as a body has to be satisfied

that the definition or threshold for ‘bullying and harassment’ has been met.

This model would also require the council to report on conduct matters in the annual report.

COUNCIL MEMBER CONDUCT AND CAPACITY
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MODEL 2 - UTILISATION OF GOVERNANCE COMMITTEES
This proposed model utilises a council ‘governance committee’ (with requisite skillsets) to have a role in relation to
council member conduct. The concept of a ‘governance committee’ is explored in Reform Area 2. In summary, it

would be an independent body that is empowered to advise the council on arange of governance issues.

This model would—

Require governance committees to

assess complaints of alleged ‘bullying Enable (but not require) ) _
) . Require governance committees
and harassment’ by council members, councils to use governance

to report on conduct matters in
and, if determined that alleged P

committees to consider h |
. the annual report.
behaviour meets the definition/ behavioural matters. P
threshold, to lodge the complaint with

the Ombudsman.

MODEL 3 - ESTABLISH A LOCAL GOVERNMENT
CONDUCT COMMISSIONER

This model would create an additional integrity body with a specific responsibility to oversee all aspects of council

member conduct. This body would—

Have a specific role in the prevention
of improper conduct through providing
training, advice and practice guidelines
to council members.

Have responsibility for considering and
investigating bullying and harassment
allegations, if the council/governance
committee agrees to the referral of this
complaint to them.

Have appropriate disciplinary or
sanction powers except for the powers
that will remain with SACAT (e.g.
disqualification powers).

COUNCIL MEMBER CONDUCT AND CAPACITY

Be able to consider and investigate
alleged breaches of behavioural
standards at the request of the
relevant council.

Have responsibility for the investigation
of all alleged breaches of integrity
matters (rather than the Ombudsman).

At council request, may undertake a
range of services on a cost-recovery
model including specific training,
counselling, mediation and conciliation.

&
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Itis expected that this model would be funded by the local government sector, including cost recovery fees for
specific services.

While the detail of the operation of a‘Local Government Conduct Commissioner would be developed in
accordance with its potential functions, it is expected that it would—

Require the appointment of a suitably qualified and experienced person as the
Commissioner, noting that this role would have similar responsibilities to those

currently held by the Ombudsman to investigate members and apply sanctions. This is
likely to be a full time, or near full-time position.

Require a core administrative unit to be established to support the Commissioner, and to
undertake investigations.

99¢ Enable the Commissioner to appoint training facilitators, mediators, and additional
= investigators as required.

This model would enable the Ombudsman to focus on the administrative acts of councils (not including conduct)
as is the case with most other Australian jurisdictions.

o COUNCIL MEMBER CAPACITY

ROLES WITHIN LOCAL GOVERNMENT - OVERVIEW

A brief overview of the roles of the various components that make up local government is set out below—

THE COUNCIL

A group of members (led by a mayor or chairperson) elected by the community and is the governing body of a
local government. Councils are responsible for the governance of their local government's affairs and functions.
This includes oversight of the planning and allocation of finances and resources and the determination of local
government policies.

@ COUNCIL MEMBER CONDUCT AND CAPACITY
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CHIEF EXECUTIVE OFFICER (CEOQO)

Employed by the council to head the administration and manage the day-to-day operations, or executive

functions, of the local government and to implement lawful council policies and decisions.
COUNCIL STAFF

Employed by the CEO to perform the functions of the local government.

@ ROLE OF COUNCIL MEMBERS

BACKGROUND 3.1.1

Council members are elected to represent the interests of their community through participation in important
local decisions and are expected to act with the highest standards of integrity.

To effectively perform this role, council members are also expected to work together constructively and deal
with disagreements, conflicts or personality differences in a professional manner, for the best interests of their
community. They must also make every effort to ensure that their skills and knowledge enable them to perform

their roles, and are continually improved.

The Act recognises the role of council members, and provides some specific details on expectations, that this role

is—

AS A MEMBER OF THE GOVERNING BODY OF THE COUNCIL—

Keep the council's objectives and policies
Participate in the deliberations and civic P J P

L ’ under review to ensure that they are
activities of the council.

appropriate and effective.

Keep the council's resource allocation, Ensure, as far as is practicable, that the

expenditure and activities, and the principles set out in section 8 of the Act

efficiency and effectiveness of its service are observed.

delivery, under review.

23
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AS A PERSON ELECTED TO THE COUNCIL—

Represent the Provide community ©.0 Facilitate
interests of residents leadership and g communication
and ratepayers. guidance. between the

community and the
council.

ISSUES 3.1.2

While the role of a council member details the tasks and responsibilities of a council member's functions and
duties, the Act is currently silent on expectations of a council member’s behaviour, and on their obligations to

promote a good working relationship amongst their council.

Feedback was also received that the importance of mandatory training for council members is not well recognised
within the Act. Some concern has been raised within the local government sector that there is a perception in the
community, however, that training or ongoing training and development of council members is a waste of public

resources

PROPOSALS FOR REFORM 3.1.3

There is an opportunity to strengthen council members’ capacity and improve their conduct through better
description of their role in the Act.

Itis proposed to further clarify the role of council members, in particular, to recognise their responsibility both
individually and collectively to ensure (as far as reasonably practicable) good working relationships within the

council, and to support the effectiveness of a new conduct management framework.
Itis also proposed to clarify that the role of a council member recognise their obligation to complete mandatory

training requirements within the required timeframes and have a commitment to the continuous development of

knowledge and skills.

COUNCIL MEMBER CONDUCT AND CAPACITY
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Therole of a council member in the Act will be clarified to include—

Ensure (as far as is practicable)
constructive working relationships within
the council including with other council
members, the principal member and
council employees.

@

Ensure completion of mandatory training
within the specified timeframes and to
have a commitment to ongoing training
and development of skills relevant to the
role of a council member and the roles

and functions of the council body.

292, Recognise and support the role of the

Act with integrity.
@D gty == principal member as specified in the Act.

To better recognise the importance of council member training, it is also proposed to clarify its mandatory nature
in the Act, and to revise the presentation of the mandatory training scheme in the regulations (see below for
further discussion).

@ THE ROLE OF THE PRINCIPAL MEMBER

BACKGROUND 3.2.1

The Act also defines the specific role of the principal member of a council (that is, the Mayor or Chairperson),
which is in addition to their role as a council member.

These additional duties and responsibilities are to preside at (chair) council meetings, to perform certain civic and
ceremonial duties, to act as the principal spokesperson for the council, and to provide advice to the CEO on the
implementation of a decision of a council.

ISSUES 3.2.2

While the role of the principal member as described in the current Act recognises the particular responsibilities
of a principal member, it does not sufficiently reflect expectations that Mayors and Chairpersons are aleader of
their elected body; and should demonstrate and lead the standards of behaviour and decision making that are
critical to the effectiveness and reputation of their council.

Good governance relies on constructive working relations between council members. The principal member, as
the leader of the council, is expected to promote and foster positive relationships and to support members in
resolving disagreements or conflicts that arise. Promoting and leading good relations between council members
before contentious issues arise increases the likelihood that these issues can be dealt with robustly but without
becoming divisive in a way that damages the reputation of the council.

COUNCIL MEMBER CONDUCT AND CAPACITY @
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Itis also recognised that, in addition to these expectations, principal members have limited tools available to
them to support behavioural standards and working relationships between elected members. In particular, it has
been identified that principal members need greater powers to manage poor behaviour in the context of council
meetings.

Currently, under the Local Government (Procedures at Meetings) Regulations 2013, a council member can only

be excluded (suspended) for part of or the remainder of a meeting by a council resolution. This is unworkable
where there are factions within a council or where there are disagreements creating high tensions that resultin
inappropriate and impeding behaviour.

Finally, a number of concerns have also been voiced about the working relationship between principal members
and councils’ chief executive officers. For a council to be effective, these two leaders must work together in a
complementary way, providing mutual support and ensuring productive interaction between the elected council
and its administration.

PROPOSALS FOR REFORM 3.2.3

Itis proposed that the Act should dlearly state expectations of the role of the principal member as a leader of the
council. These could include—

Presiding at meetings of the council and Providing guidance to council members

exercising the powers as prescribed about what is expected of a council

under the regulations. member.

Supporting council members’ Promoting and supporting good,
@} understanding of the separation of @ constructive working relationships

responsibilities between the elected and and high standards of behaviour and

administrative arms of the council. integrity in the council.

Where necessary, taking a leadership

[ﬁﬁﬁ] role inresolving differences in the

elected member body.

Itis also proposed that the presiding member of the council meeting (which is usually the principal member) be
given enhanced powers to manage disruptive behaviour by council members in a council meeting, through a
power to exclude council members for part of or for the remainder of council meetings.

Any misuse of this power would be considered as an integrity breach, within the new conduct framework.

COUNCIL MEMBER CONDUCT AND CAPACITY
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Mayors cannot vote on most council motions as they are currently restricted to a casting vote only when
members’ votes are tied. Feedback from Mayors is that this limitation does not reflect community expectations of
their leadership role within a council. Therefore, it is proposed to give directly elected Mayors a deliberative vote
in council meetings while retaining their ability to make a casting vote.

e MANDATORY TRAINING REQUIREMENTS

BACKGROUND 3.3.1

Currently, the imposition of mandatory training for council members is through the requirement in section 80A
of the Act and Regulation 8AA of the Local Government (General) Regulations 2013 that councils must prepare and
adopt a training and development policy for its members that complies with the LGA training standards approved
by the Minister. The LGA training standards require mandatory training.

ISSUES 3.3.2

There is a significant amount of support from the community for mandatory training requirements for council
members.

However, the LGA, with support from the local government sector, has raised an issue regarding how the
mandatory training for council members is currently imposed through the training standards. Anumber of
submissions proposed that there could be more clarity in the legislation on the training that is required, and on
the consequences for members that choose not to comply with the mandatory training requirements.

Ideas have been received to change the requirements to a competency-based assessment (rather than

attendance-based) and consideration of online training capabilities. Many suggestions were also received in
regard to the topics that should be covered in mandatory training.

PROPOSALS FOR REFORM 3.3.3

Itis proposed to amend the Act to replace the requirement for councils to have a training and development policy
with a mandatory training scheme established in regulations.

Itis also proposed that the requirement for mandatory training for council members to be completed (within
a specified timeframe) be prescribed in the legislation and that there be a consequence for non-compliance.
Specific sanctions may apply for a failure to comply with these mandatory training requirements, or this failure
could be considered as a breach of an ‘integrity matter”.

COUNCIL MEMBER CONDUCT AND CAPACITY
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The details of minimum training requirements and standards will be considered as part of the development of a
regulation package in a later stage of the reform process.

THE ROLES AND RELATIONSHIPS BETWEEN THE
COUNCIL ELECTED MEMBER BODY AND THE CEO

BACKGROUND 4.1

The effectiveness of a local government is largely dependent on the relationship that a council (and its individual
elected members) has with its administration, primarily the chief executive officer (CEO). The role of the CEO

is outlined in the Act—in summary, CEOs must implement council policies and lawful decisions, be responsible for
the day-to-day management of the council, and provide good advice and information to the council.

CEOs answer to their council—and it is, therefore, the council’s responsibility to properly manage them.
However, while the Actincludes requirements for appointing (employing) a CEO, and sets some procedures for
appointment and grounds for termination, the Act does not have any specific requirements about performance
reviews or management.

ISSUES 4.2

Feedback received raised concerns about a perceived imbalance of power in local government in South Australia.
There is a view that the council as a governing body and the individual elected members are overly reliant on the
administration, particularly the CEQ, in their decision making.

Concerns have also been raised that council CEOs have a disproportionate advantage in negotiating their own
contractual conditions and that there is insufficient oversight of their performance. Conversely, other feedback
argued that CEOs can be wulnerable to poor assessments of their performance, and poor decisions regarding
their future employment. The role of a CEQ in a council is of critical importance, and therefore, so is their
performance. However, council members do not always have the expertise to set performance

standards, contractual conditions and appropriate remuneration, or to conduct effective and timely performance
monitoring and management.

Further, the review of a CEQ's performance can be particularly difficult when relationships between the council

and its CEO are not professional—both hostile and overly friendly relationships between a council and its CEO can
be equally problematic.
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PROPOSALS FOR REFORM 4.3

A number of ideas were received on the performance of the CEQ, and the role and relationships between the CEO
and the council. These ideas included revising the process by which CEOs’ positions are advertised, appointed,

renewed and released.

Itis proposed that councils be required to involve independent advice in a CEO appointment process. This could
be arequirement to receive independent advice or to include independent members on the CEO selection
panel that makes recommendations to the council on the appointment and employment of a CEO, including
employment conditions. An additional proposal could be to give the responsibility for determining appropriate
CEO remuneration to the Remuneration Tribunal of South Australia (which currently sets council members’

allowances).

Itis also proposed that councils be required to conduct annual performance reviews of their CEO.
These could include independent membership (noting that it is common for councils currently to use CEO
performance committees), which may be linked to the council’s governance committee, if this reformiis

implemented, or separate independence advice.
Finally, it is proposed that a CEQ’s contract cannot be extended without the council completing a performance

review; and that the CEO’s contract cannot be terminated without the council gaining specialist industrial/

employment contract advice.
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REFORM AREA 1

STRONGER COUNCIL MEMBER CAPACITY AND BETTER CONDUCT
SUMMARY OF REFORM PROPOSALS

COUNCIL MEMBER CONDUCT

11

1.2

13

14

15

1.6

17

1.8

1.9

Clearly separate behavioural matters from integrity matters in the legislation.

Include standards of behaviour in the legislation, allowing councils to adopt more detailed

‘examples of behaviour'.

Continue to give councils flexibility to deal with behavioural matters.

Provide principal members with enhanced powers to deal with disruptive behaviour at meetings.

Enable escalation of serious behavioural matters to an independent body that can suspend

members (including suspension of an allowance).

Simplify the conflict of interest provisions by establishing ‘material’ and ‘non-material’ conflicts.

Simplify the process by which council members can be exempt from conflict of interest

provisions, or seek approval to participate in a matter.

Clarify the application of conflict of interest rules to council committees and subsidiaries.

Establish a new conduct management framework through—
Model 1 - The clarification of current legislation
Model 2 - Using governance committees

Model 3 - Establishing a Local Government Conduct Commissioner.
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COUNCIL MEMBER CAPACITY

Clarify the role of council members to recognise their responsibility to ensure good working

1.10 relationships within the council, and to support the conduct management framework.

1.1 Clarify the role of council members to recognise their obligation to complete mandatory training.
Clearly state the role of the principal member as a leader of the council, particularly in ensuring

112 good working relationships within the council.

1.13 Provide directly elected Mayors with a deliberative vote on motions before council.

1.14 Establish a mandatory training scheme within the regulations.

Establish a timeframe for the completion of mandatory training and a penalty for

1.15 )
non-compliance.
1.16 Require councils to receive independent advice on CEO selection and remuneration.
1.17 Give responsibility for determining CEO remuneration to the Remuneration Tribunal of
' South Australia
1.18 Require councils to conduct annual performance reviews of CEOs, with independent oversight.
1.19 Require annual performance reviews to be completed before the extension of a CEO contract.
1.20 Require councils to receive independent advice before terminating a CEO contract.
COUNCIL MEMBER CONDUCT AND CAPACITY @
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LOWER COSTS AND
ENHANCED FINANCIAL

ACCOUNTABILITY
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o INTRODUCTION

Councils in South Australia collectively manage
an annual budget in excess of $2.2 billion and are

The reforms proposed in this paper

responsible for more than $24 billion worth of
. aim to enhance financial accountability
infrastructure and other assets. To manage these

R . . . and improve efficiency within the local
responsibilities, councils can raise tax—council

) ) government sector by delivering greater
rates—and impose other fees and charges on their

. confidence in council audits, improving
communities.

council decision making, financial reporting,
- ) - - ) and making information about council

Itis essential that councils, as public bodies, meet =
. . . financial performance more accessible.
the right standards of accountability for public sector f =

administration and management of public funds.

Many submissions made through the call for ideas argued that a system of benchmarking or service reviews
across local government would help councils and communities to better understand the costs of services, and
how efficiencies may be achieved.

The South Australian Government has directed the South Australian Productivity Commission (the SAPC) to
undertake an inquiry into local government costs and efficiency to identify options to improve efficiency and
financial accountability and reduce costs for ratepayers.

The inquiry will involve state-wide consultation with councils, community groups and relevant professionals in the
public, private and professional bodies as part of the public engagement process, before the release of a draft
reportin August 2019, and a final report on 22 November 2019. It is expected that this work will inform future

directions on the potential use of benchmarking and other service review mechanisms across local government.

Further information on the SAPC's work is available at—
www.sapc.sa.gov.au/inquiries/inguiries/local-government-inquiry/consultation

COUNCILS MANAGE AN ANNUAL BUDGET OF
2.2 BILLION 2V

V4

AND ARE RESPONSIBLE FOR

24 BILLION
WORTH OF ASSETS
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o FINANCIAL ACCOUNTABILITY

BACKGROUND 2.1

The Local Government Act 1999 (the Act) sets the standards for councils’ administrative and financial
accountability, largely in Chapter 8 of the Act. This framework reflects the broader local government policy
that has beenin place for South Australia for some time, that is, that councils have a responsibility to abide by
the statutory framework, and are accountable to their communities for doing so, without detailed compliance
oversight from the State Government.

However, the State does have a responsibility to ensure that the statutory framework sets appropriate standards.
Significant legislative amendments have therefore been made over a number of years to improve the financial
management and accountability of councils in South Australia.

In 2007, amendments to the Act improved the accountability of councils as well as strengthening their financial
governance, asset management, rating practices and auditing arrangements.

These improvements included the requirement for councils to—

Prepare and adopt long-term Prepare and adopt infrastructure and

financial plans. asset management plans.

) ) ) Adopt several measures to strengthen
Establish audit committees. E/I . )
the independence of external auditors.

Adopt a consistent and improved
reporting format for annual

financial statements.
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Additional amendments in 2009 further improved the legislative framework for internal and external review
of council administration and financial management, including changes to improve council external audits and
strengthen internal controls.

These changes included—

New requirements for an auditor to audit a council's internal controls and provide
é an opinion on whether those internal controls provide areasonable assurance
that the financial transactions of the council have been conducted properly and in

accordance with law.

& Expanding the matters that council auditors must report to the Minister.

Increased guidance about what council policies, procedures and practices must be designed
to achieve in key areas such as prudential management and contracts and tendering.

In addition, amendments were made to the Public Finance and Audit Act 1987 in 2013 to enable the Auditor-
General to conduct an examination of a publicly funded body (which includes a council, a subsidiary of a council
or a regional subsidiary) and the efficiency, economy and effectiveness of its activities.

The Auditor-General may also examine the accounts relating to a publicly-funded project and the efficiency and
cost-effectiveness of the project. The Auditor-General must conduct an examination if requested to do so by the
Treasurer or the Independent Commissioner Against Corruption.

COUNCIL AUDITS 2.2

Auditing is the independent examination of the financial report of an organisation. Audits are critical to ensuring
confidence in councils’ financial position and operations, as they assess compliance with the standards set out in
the Act and Regulations.

External audits in the South Australian local government sector have traditionally been focused on an

independent assurance that a council's annual financial statements present a true and fair view of the financial
position of the council and comply with prescribed requirements.
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These audits now also examine and report on the adequacy of a coundil’s internal controls, which are the
measures put in place by councils to ensure that a council’s resources, operations and risk exposures are
effectively managed.

Auditors must undertake an audit on the controls putin place by a council in relation to the receipt, expenditure
and investment of money, the acquisition and disposal of property and the incurring of liabilities, and provide a
report to the council as to whether these controls are sufficient to provide reasonable assurance that the financial
transactions have been conducted properly and in accordance with law.

In forming such an opinion on a council’s internal controls, the auditor must assess them according to the criteria
in the LGA's Better Practice Model - Internal Financial Controls, which is a tool that assists a council to assess,
mitigate against and reduce risks in its day-to-day operations.

Organisations commonly undertake an internal audit process to assess and report on internal controls, however,
an internal audit function is not prescribed for councils in South Australia. Many councils do have an internal
audit function of some kind in place to provide assurance to their audit committee that internal controls are in
place and effective.

Along with a requirement to undertake an audit, the Local Government Act also provides some
direction on how auditors should be appointed, and how audits should be undertaken.

All councils contract registered company auditors to audit their annual financial statements,
applying the relevant Auditing Standards. Under the Act—

Councils are required to appoint an auditor who must either be a registered
company auditor or a firm comprising at least one registered company auditor.

Auditors are appointed by councils on the recommendation of a council's audit
committee,

The term of an appointment of an auditor must not exceed five years.

As described above, external auditors must undertake annual auditing of a council’s financial
statements and internal controls exercised by the council, and then provide, to the council, an
opinion on the financial statements and the adequacy of the internal financial controls.

In practice, many councils have a majority of independent members on their audit committees,

and many also extend the role of their committees to provide independent advice on a range of
matters, such as procurement and prudential reporting.
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Additionally, a council may request its auditor, or some other person determined by the council to be suitably
qualified in the circumstances, to examine and report on any matter relating to financial management, or the
efficiency and economy with which the council manages or uses its resources to achieve its objectives.

Itis worth noting the critical role that councils’ audit committees play in their financial reporting framework,
including auditing. South Australia was one of the first States in Australia to require councils to establish an audit
committee, as a body that provides independent advice to a council on auditing and related matters.

Currently, audit committees are required to—

Review annual financial statements Propose, and provide information

to ensure that they fairly present the relevant to a review of the council’s

state of affairs of the council. strategic management plans or annual

business plan.

Have a rolein an investigation of a
council’s financial management, or
its efficiency and effectiveness, if this

Liaise with the council's auditor.

investigation is requested by the council.

Review the adequacy of the accounting,
internal control, reporting and other

financial management systems and
practices of the council on a
regular basis.

An audit committee must have between three and five members and must include at least one external
independent member with financial experience as determined by the council.
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ISSUES 2.3

Itis critical that audits are an effective financial management tool for councils, and that they generate public
confidence in their operation.

Increasingly, there is an expectation for audits to provide improved financial management, fiscal responsibility,
public accountability and greater community confidence in a council's administration of public money.

While significant improvements have been made to the provisions in the Act regarding council financial
management and audits, there are concerns about the present arrangements for the external audit of councils.
While there appears to be a consensus that the legislative framework is sound, questions have been raised about
the quality of some audits. There also have been calls for greater external oversight.

Areport released by the LGA in 2016, Who Should Audit Local Governments in South Australia? identified a number
of issues regarding local government audit arrangements.

These issues included the limited scope of many council audits (the depth of an audit performed), lack of audit
oversight, inconsistency in the interpretation and application of accounting standards and auditing standards, the
thoroughness of audits (in light of the generally low audit fees charged by auditors), and the independence of the
relationship between auditor and council.

Additionally, an examination of the District Council of Coober Pedy completed by the Auditor-General in late
2018 concluded that this Councils financial position was unsustainable, the Councils financial performance was
inadequate and that the Council's accounting systems and records were significantly deficient and unable to
support effective financial management of the Council's operations.

While this examination was of a single council, its results raise the question of why the Council's own external

audit process apparently did not reveal any irregularities in the Council's accounting practices or management of
its financial affairs, or identify the multiple breaches of the Act that had been occurring.

PROPOSALS FOR REFORM 2.4

Itis timely to consider improvements to the Act to ensure that councils’ financial management framework is both
robust and consistent.

Potential improvements centre on two reform proposals—strengthening the role of audit committees and
expanding the role of the Auditor-General.
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IMPROVING AUDIT COMMITTEES 2.4.1

As noted above, audit committees play a critical role in the standard of councils’ financial management practice
and auditing processes.

The value of audit committees is widely recognised in the local government sector. Many councils have taken
additional steps, beyond those required by the Act, to improve the independence and standard of audit
committee members, and to expand its role.

Itis generally acknowledged within the local government sector that having more than one independent member,
including an independent chair, is best practice. Many councils also give their audit committees responsibilities
and oversight that extend beyond those currently required under the Act, to include risk management and fraud
prevention, financial and non-financial performance, and compliance with council policies and legislation.

A simple improvement to audit committees would be to require all committees to have a majority of independent
members and an independent chair.

However, it may also be timely to strengthen the role of the audit committee. It is essential to ensure that the
relationship between the council and its auditor is independent, and that council audits are not compromised by
limited scope and reduced costs.

This could be achieved through establishing a clearer role for audit committees in the appointment of a council's
auditor; to ensure that the scope of the council’s audit parallels the scope of public sector audits

undertaken by the Auditor-General, and clarify an audit committee’s role as the council’s chief liaison point with
the auditor.

Additionally, given the importance of a strong internal control regime in councils, it is proposed that the
responsibility of an audit committee to comment on these be strengthened, to form an opinion on the council's
internal audit requirements and a recommended course of action, recognising the diversity of councils with
regard to size, needs, budget and complexity of operations.

Itis critical that the audit committee’s membership contains the right skillsets and knowledge, particularly if

the role is to be expanded. For example, an audit committee should have at least one member with financial
qualifications and experience, in addition to experience in risk management, financial and legal compliance,
governance, and a local government background. An appropriate induction should also be provided to committee
members.

Itis also proposed to amend the Act to darify the policy intent for an audit committee to be active and carry out

its responsibilities. It is therefore suggested that audit and risk committees be mandated to meet regularly, for
example, at least four times a year.
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Itis acknowledged that there are concerns regarding the ability to attract suitably qualified and skilled members
to audit committees, particularly in regional areas.

Amendments to the Act in 2009 permitted each council to determine, or allow its committees to determine for
themselves that some committee meetings may include participation by telephone or other electronic means,
provided that there is still a place that is open to the public where the conduct of the meeting can at least be
heard, even when all participants are not physically in that place.

Itis proposed that an expansion of audit committees’ responsibilities and roles would be accompanied by an

ability for councils to establish regional audit committees as they choose.

EXPANDING THE ROLE OF THE AUDITOR-GENERAL 2.4.2

Currently, South Australia is the only Australian state where the Auditor-General does not have some role in the
annual council audit process.

In every other jurisdiction (with the exception of the Northern Territory), the Auditor-General is the external
auditor for councils. All also enable the Auditor-General, at his or her discretion to undertake a broad scope or
performance audit of councils or the local government system.

The council audit process in most interstate jurisdictions has developed in recent years into a mechanism
for addressing and improving financial and asset management. This is well illustrated by the reforms in local
government seen interstate, in particular in Victoria and New South Wales.

Further, in interstate jurisdictions where the Auditor-General's mandate encompasses the audit of local
government authorities, the Auditor-General submits the results of these audits in reports to Parliament. These
reports include comparative analysis, including analysis of financial performance and sustainability, and key
issues and trends relating to local government. Further information on interstate arrangements is available in a
separate document from the Office of Local Government website dpti.sa.gov.au/local government reform
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The proposal that the South Australian Auditor-General should have a similar role for councils here has been put
forward previously, through—

The Economic and Finance Committee of Parliament's 2016 Final Report on the
Inquiry into Local Government Rate Capping Policies, which recommended that

7’
councils be subject to a thorough auditing process under the auspices of the /\A/
Auditor-General, consistent with section 36 of the Public Finance and Audit Act

1987, and that councils be required to publish, on an annual basis, these audits. \

The LGA's 2016 Who Should Audit Local Governments in South Australia? report,
which concluded that transferring local government audits under the auspices
of the Auditor-General should be considered as a serious alternative to the
current system.

The South Australian Local Excellence Expert Panel's 2013 report Strengthening

South Australian Communities in a Changing World, which recommended that the
Auditor-General assume responsibility for local government auditing on a basis ﬁ

to be agreed between the LGA and State Government, noting that this would
add to the legitimacy and autonomy of local government by making it subject to 'D
the same scrutiny and accountability to both the community and the Parliament

as other spheres of government.

Itis acknowledged that, as is the case interstate, the Auditor-General would appoint and oversight councils’
external auditors, rather than undertake the audits ‘in house. However, this oversight would ensure that council
audits are undertaken to the same standards as the audits of all State government bodies, which would improve
the scope and quality of the audit process in many councils.

It would also provide a level of oversight from outside of the council body that is currently lacking. While, as
detailed above, audit committees were put in place to ensure that councils' ‘self- assessment’ scheme under the
Act is subject to independent oversight, in order to deliver high quality audits across all councils, this previous
reform has not quite achieved that aim. Improving the membership and role of the audit committees, while
valuable, may continue to pose a risk that a body that is established by and is subordinate to councils may not
deliver the level of independent oversight that s critical for public bodies.
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The Auditor-General's involvement in council audits would ensure that all audits are undertaken uniformly
and to a high standard. It would also allow for the collection of useful data that can form the basis for further
investigations and performance audits.

Itis important that councils are aware of what services they provide, the cost of those services, and how they
can improve delivery to achieve cost efficiency. Unlike the terms of reference for audits traditionally developed
by most councils, an audit by the Auditor-General could routinely assess whether councils are delivering services

efficiently and economically.

Finally, establishing a role for the Auditor General in council audits would also provide a consistent approach to
the oversight of all public bodies in South Australia, as is already largely the case with the other integrity bodies in
the State, the Ombudsman and the Independent Commissioner Against Corruption.

Itis recognised that the costs of audits would be likely to increase under the mandate of the Auditor-General. This
cost should be weighed, however, against the benefits of improvements to the scope and quality of many council

audits, and of better, consistent data and analysis and increased public confidence in councils’ financial position,
management and decisions.

o IMPROVING GOVERNANCE STANDARDS AND DECISION MAKING

BACKGROUND 3.1

Councils are established as democratically elected governments to make representative, informed and
responsible decisions in the interests of local communities, for which they are ultimately accountable at
elections. As local governments, councils must meet the standards of accountability appropriate for public sector
administration and management of public funds.

The Act sets out the primary legislative framework for the system of local government and the operation of local
governing authorities, including financial governance. For example, the Act requires each council to develop and
adopt a number of key documents, including strategic management plans, an annual business plan and budget,
and annual report.

ISSUES 3.2

While councils are independent spheres of government that answer to their communities for the decisions that
they make, it is critical that these decisions are made within a legislative framework that sets high standards of

accountability and transparency.
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Concerns have been raised regarding council decision making and accountability. It is essential that the legislative
framework supports elected member bodies to make decisions that are well informed and that these decisions
are effectively communicated to members of the public. This includes improvements to financial reporting to
ensure thatinformation about councils’ finances and budget decisions are both accessible and easily understood.

@ PROPOSALS FOR REFORM

CREATING ‘AUDIT AND RISK COMMITTEES’ 3.3.1

As noted above, a number of councils have expanded the role of their audit committees to provide advice to
them on a range of matters beyond those detailed within the Act. They do this to ensure that the council has an
independent and thorough assessment of various matters to help the council to make good decisions, and to
provide assurances to their communities that critical processes and decisions have been subject to independent
oversight and assessment.

Itis therefore proposed that audit committees be expanded to become ‘audit and risk committees’ that would
play a critical role in improving councils’ financial management and performance. An expanded role could
include—

Reviewing councils’ risk assessments Providing comment on councils’ rating

and controls. policies and practices.

Reporting to councils on its use of public Reporting to councils on prudential

resources. matters.

Performance monitoring of councils.

Itis also suggested that the chair of each audit and risk committee provide a report or statement in the council's
annual report on prescribed matters including compliance with financial governance and related statutory
obligations..

The expansion of their current role would assist with increased accountability, improved decision-making, and

compliance with legislation, policies and procedures. As highlighted above, it is critical that the committee’s
membership contains diverse skillsets, particularly if the role is to be expanded.
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While councils are required to develop a rating policy, the Act does not require councils to adopt a funding policy
that sets out approaches to the funding of services. Some councils, however, have adopted a formal funding
policy. The LGA's local government reform agenda highlights that funding policies would create a single point

of reference to enable the community to understand how a council proposes to pay for each of its services and

infrastructure over a period of time, taking into account rates, grants fees and charges and commercial activities.

An additional proposal is therefore that councils should be required to develop and adopt a funding policy that
would be reviewed on an annual basis, as part of a council's annual business plan. Audit and risk committees
could also be required to review and report to councils on this policy before its adoption.

In response to concerns regarding the transparency of rating decisions and their impact, itis proposed that
councils be required to release a summary with their draft annual business plan each year that details the
expected increase in councils’ total general rate revenue and the reasons for this increase. If the increase is
above a prescribed level, the council's audit and risk committee could be required to report to the council on the
necessity for the increase, before a final decision on the matter.

CREATING ‘GOVERNANCE COMMITTEES’ 3.3.2

Along with audit committees, many councils also establish a range of committees to advise them on critical
council business and decisions. These can be governance and corporate management committees, strategic
planning committees, policy committees, or committees to assist councils to appoint and manage its chief
executive officer (CEQ). Often these committees consist entirely of council members, or members and staff.

The advice that independent audit committees provide to councils can be invaluable. They can be a critical source

of support for members, to provide additional assessment and assurances to inform their decisions, beyond that
which is provided by council administration.
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Itis proposed to capture the benefits delivered by independent audit committees to apply to other, equally
important matters before councils. To undertake their roles properly, councils need good governance standards.
This extends beyond their financial management and position to encompass management, policies, processes,
guidance and actions that councils rely on to make their decisions. These can be improved and strengthened

through independent advice on matters that could include—

o . Councils’ policies for improving ethical
Councils' compliance and ) )
o standards across councils and reducing
governance policies.

fraud and corruption risks.
Councils' strategic management plans, Council member conduct—both on

and on progress to deliver priorities, policies and processes to improve it,

particularly on the management of and on spedific conduct matters (as

significant council projects. described in Reform Area 1).

. CEO appointment and management (as
0000
@ described in Reform Area 1).

This additional ‘governance role’ could be incorporated into the overall role of an ‘audit and risk committee’
(potentially creating an ‘audit, risk and improvement committee’), or established as a separate ‘governance

committee’.

Alternatively, an approach could be to allow councils to decide whether to establish two, smaller committees,
or one slightly larger committee to deliver all responsibilities. As with the proposed expansion of the audit
committees, enabling councils to establish regional committees could assist regional councils to appoint members

with the necessary expertise and experience.

LOWER COSTS AND ENHANCED FINANCIAL ACCOUNTABILITY

Item 11.1- Attachment 1 Page 48 of 583



Ordinary Council Meeting Attachments 24 September 2019

o ADDITIONAL PROPOSALS

The reform program provides an opportunity to progress a number of other issues that have been identified.

LONG TERM FINANCIAL PLANS — CONTENT 4.1

Section 122(1a) of the Act requires each council to develop and adopt a long-term financial plan covering a period
of atleast 10 years, along with an infrastructure and asset management plan also covering a period of at least 10
years. These plans form part of a council’s strategic management plans. The Act and Regulations set out content
requirements for long-term financial plans and the LGA's Financial Sustainability Information Paper includes
guidance material.

Itis proposed that the requirements in the Act and Regulations should be more detailed. For example, councils
should be required to clearly state whether their infrastructure and asset management plan is based on
maintaining existing service levels, or whether service level reductions or improvements are planned.

LONG TERM FINANCIAL PLANS — CONSULTATION 4.2

The Act requires councils to review their long-term financial plans, and any other elements of its strategic
management plans as soon as practicable after adopting its annual business plan for a particular financial year.

To ensure that long-term financial plans are improved and updated as frequently as practical, it is proposed to
amend the Act to clarify that public consultation is not required for a review of a long-term financial plan unless
significant changes are being proposed.

Itis also proposed to clarify that long-term financial plans must be reviewed at least once a year, rather than the

requirement for the review to be undertaken as soon as practicable after the CEO reports on the council’s long-

term financial performance and position
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CEO REPORT ON THE COUNCIL'S LONG TERM FINANCIAL PERFORMANCE AND POSITION 4.3

The Act requires a council CEO to report, each year, on the sustainability of a council’s long-term financial
performance and position. As the content and quality of such reports vary significantly, it is proposed to
strengthen the legislative provisions by ensuring that the report is presented in a manner in which supports
council members and the community to understand it.

APPROVAL OF COUNCIL BORROWINGS 4.4

Areport released by the Auditor-General in late 2018, concerning the District Council of Coober Pedy, could

be interpreted to suggest that councils are required to pass a separate resolution every time a borrowing is
undertaken. Itis proposed to amend the Act to ensure that a budget adopted by a council may include approval
of an amount of new borrowings or other forms of financial accommodation which may be undertaken for the
financial year.

ADOPTION OF AN ANNUAL BUSINESS PLAN 4.5

Currently, councils are unable to adopt their annual business plans and budgets before 1 June each year, but
must do so before 31 August (except in a case of extraordinary administrative difficulty). Itis proposed to simplify
this requirement, and recognise that most councils adopt their annual budgets in July, by requiring councils to
adopt their annual business plan and budget by 15 August each year.

INTERNAL FINANCIAL CONTROLS 4.6

Itis proposed to require all councils to comply with the LGA's Better Practice Model - Internal Financial Controls.
This would support councils to meet their obligations under the Act to maintain policies, practices and procedures
of internal control.

It would also resolve a current inconsistency between the requirements for internal controls under section 125 of
the Act, and the scope of internal controls required to be considered by a council's external auditor under section
129(3)(b) of the Act. Unless a council has voluntarily agreed to adopt and comply with the Better Practice Model -
Internal Financial Controls framework, an external auditor may be put in the position of being required to give an
opinion on a council’s compliance with a framework that a council is not required to comply with.
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REFORM AREA 2

LOWER COSTS AND ENHANCED FINANCIAL ACCOUNTABILITY
SUMMARY OF REFORM PROPOSALS

FINANCIAL ACCOUNTABILITY

Require audit committees to have a majority of independent members, and an

2.1 . .
independent chair.
Strengthen the role of audit committees in councils’ external audits, through a greater rolein the
2.2 appointment of the auditor and determining the scope of the audit, and as the chief liaison point
with the auditor
2.3 Require audit committees to report on the council's approach to internal audit processes.
24 Require audit committee members to have specified skills, and an induction process.
25 Allow councils to form regional audit committees.
2.6 Require the Auditor-General to oversight all council audits.
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IMPROVING GOVERNANCE STANDARDS AND DECISION MAKING

2.7

2.8

29

2.10

2.1

2.12

Create ‘audit and risk committees’ that play an expanded role in councils’ financial management
and performance.
This could include—

*  Reviewing councils' risk assessments and controls.

*  Providing comment on councils' rating policies and practices.
*  Reporting to council on its use of public resources.

*  Reporting to councils on prudential matters.

+  Performance monitoring of councils.

Require the chair of the ‘audit and risk committee’ to provide a report in the council's annual
report on governance standards and compliance.

Require councils to develop and adopt a funding policy that would be reviewed by its audit and
risk committee.

Require councils to release a summary of their draft annual business plan that states the
proposed increase in total general rate revenue, and the reasons for this increase.

If a council's proposed increase in total general rate revenue is above a prescribed level (such as
the Local Government Price Index), require its audit and risk committee to provide a report to the
council on the reasons for this increase.

Create ‘governance committees’ to provide independent advice to councils on critical

management, polices, processes and actions, potentially—

*  Councils’ compliance and governance policies.

+  Councils’policies to improving ethical standards across councils and reduce fraud
and corruption risks.

*  Councils’strategic management plans, and on progress to deliver priorities,
particularly on the management of significant council projects.

*  Council member conduct—both on policies and processes to improve it, and on
specific conduct matters (as described in Reform Area 1).

*  CEO appointment and management (as described in Reform Area 1).
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o INTRODUCTION

Every four years, all councils across South

Australia are elected. Just like State and Federal
elections, Local Government elections establish our
government. They give us the ability to choose who
we want to represent us, to lead our communities,
and to make decisions about the services that are
available to us.

The details of an election process are therefore
critically important. Many aspects of council elections
are unique, differing from State and Federal
elections to reflect their essentially local nature.

Itis fair to say that the way in which we vote for our
councils is a matter of great importance to all people
with an interest in local government. It's critical that
this process is fair, transparent, run independently,
provides the right information at the right time, and
encourages participation from potential council
members and voters alike.

IT'S CRITICAL THAT

THIS PROCESS IS FAIR,
TRANSPARENT, RUN
INDEPENDENTLY, PROVIDES

THE RIGHT INFORMATION
AT THE RIGHT TIME,

AND ENCOURAGES
PARTICIPATION FROM
POTENTIAL COUNCIL
MEMBERS AND

VOTERS ALIKE.

This Reform Area provides a range of proposals aimed at improving the local government elections in South

Australia. As election processes can be technical, this Reform Area breaks this process into smaller parts, that

progressively work through the ‘stages’ of an election; from its basis to its final result, to assist further discussion

and debate on these proposals.

This Reform Area also covers matters of representation that sit outside a general council election process—

supplementary elections; and the role of representation reviews that consider councils’ internal structure.

Finally, a number of additional (technical) amendments to the Local Government (Elections) Act 1999 are proposed.

These have largely been requested by the Electoral Commissioner of South Australia (ECSA) to remove

inconsistencies and address technical issues that have arisen during previous Local Government elections.

Note: Many aspects of Local Government elections are the responsibility of the ‘returning officer’. The returning

officer is currently ECSA. References to ECSA throughout this paper should, therefore, be read in this context.

PROPOSALS FOR LOCAL GOVERNMENT R

EFFICIENT AND TRANSPARENT LOCAL GOVERNMENT REPRESENTATION

Item 11.1- Attachment 1

Page 54 of 583



Ordinary Council Meeting Attachments 24 September 2019

o BASIS OF ELECTIONS

BACKGROUND 2.1

Local Government elections are held in November every four years. Currently, local government elections are
held in the same year as State elections. In 2018, the State election was held in March and Local Government

Elections were held in November.

Unlike State and Federal elections where voting is compulsory, voting for your council is voluntary in South
Australia.

Voting is postal. Ballot papers are sent to voters, and, if they are choosing to vote, voters complete the ballot

papers, and return them via post or to a coundil office.
The voting franchise extends beyond residents, to include property owners.

It should be noted that these elements of Local Government elections vary across Australian jurisdictions. For
example, voting for your council is compulsory in New South Wales, and voting there is also by ‘attendance’—that

is, at a polling booth.

ISSUES 2.2

While many ideas and suggestions to improve local government elections have been made, the chiefissue that is
raised is voter turnout. A statewide average of 32.94% of enrolled voters chose to vote in their council elections in
the 2018 elections. This is a proportion that has been fairly consistent since the introduction of postal voting for

the 2000 Local Government elections.

PROPOSALS FOR REFORM 2.3

During the call for reform ideas, the most popular idea received was to introduce electronic—online—voting for
councils. However, there are a range of technological challenges that must be overcome before online voting can

be introduced. For this reason, it is not proposed to change the current postal voting system.

ECSA has, however, requested an ability to provide ballot papers to electors electronically in some instances (with

them returned electronically) to avoid delays in receiving the completed votes.
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Itis also not proposed to move to compulsory voting. Enforcing compulsory voting in a postal voting system is
difficult and resource intensive. This may be a reform best explored at a time when online voting is possible.

However, it may be timely to consider changing the timing of council elections, to move them away from a State
election year. If this proposal is to proceed, it is suggested that Local Government elections would be held the
following year from State elections. If this is the desired change, the next local government elections will be held
as scheduled in November 2022, followed by the next periodic elections in November 2027 (ie a five-year term),
then reverting to four-year terms.

Itis also proposed to clarify the respective roles that ECSA and the local government sector play in promoting
local government elections. To allow for clear and timely messages to be provided to both encourage people
to nominate for councils and to encourage people to vote, it is suggested that councils are responsible for
information sessions about their role and opportunities for potential members; and that ECSA is solely
responsible for the promotion of the election.

o ENROLMENT

BACKGROUND 3.1

Before receiving ballot papers, voters must be on their council's voters roll.

In South Australia, voters who are already on the State Electoral roll in their council area to vote in State elections
are automatically included on the Council voters roll and receive ballot papers in the post. However, landlords,
business lessees or resident non-Australian citizens who wish to vote in Local Government elections must enrol
for each council election by completing an enrolment form. The application for enrolment on a voters roll must
be made to the CEO of the council, who is responsible for the maintenance of the voters roll for the council area.

This was a change made after an extensive review of local government elections in 2008. From 2000-2008,

property owners—like residents—automatically received ballot papers in the post, without having to ‘self-enrol’.

However, the 2008 Review of Local Government Elections found that the costs of maintaining a separate council
voters roll, comprising those voters who are landlords, business lessee or resident non-Australian citizens, was
high. Councils at that time were spending around $1 million across the sector to maintain the roll. Additionally,
the voter turnout from property franchise holders was very poor. Slightly less than 19% of these voters chose to
exercise their vote in the 2006 local government elections, dropping as low as 10.2% in previous elections.
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ISSUES 3.2

When the requirement to automatically enrol property franchise holders was removed, councils were required to
notify people who were not on the House of Assembly roll in their areas of the need to self-enrol if they wished to
receive ballot papers. It has become apparent, however, that many people are not aware of this requirement, and
are unhappy when they do not receive ballot papers in the post.

There have therefore been a number of requests from councils and from members of the public to re-introduce
the requirement to automatically enrol property franchise holders.

However, some councils have also expressed concerns that this could have significant resource implications.
Additionally, ECSA have advised that the re-introduction of the automatic enrolment of property franchise holders
must include a requirement for groups and body corporates to nominate a natural person to exercise its vote,
before receiving ballot papers. This will enable councils to ensure that a person is not voting twice in a council
election, but will add to the costs of managing the roll.

PROPOSALS FOR REFORM 3.3

Two proposals are suggested to improve participation in local government elections by property franchise
holders—

1. Require councils to undertake specific activities to inform property franchise holders of their need to
self-enrol before an election (and introduce a penalty for non-compliance).

2. Re-introduce automatic enrolment of property franchisees, with each body corporate and group
required to nominate an eligible natural person as a ‘designated person’ in order to receive ballot
papers.

o NOMINATIONS

BACKGROUND 4.1

Nomination is the process that enables a person who wishes to be elected to their council to put themselves
forward as a candidate.

Before making this decision, people can attend information sessions and obtain nomination kits, which are made
available by ECSA two weeks before nominations open.
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Once they have decided to nominate, that person must complete a form declaring their eligibility to stand as a
candidate in their nominated election. Their nomination is then lodged with the council in which the individual
is standing for election. The nomination must be accompanied by a ‘candidate profile’ that includes a short (150
word) description of themselves and the reasons why people should vote for them.

Prior to the close of nominations, those nominations that are accepted (ie not rejected by ECSA) are displayed in
council offices for the public’s information. The front page of this form includes the candidate’s enrolled address,
and address of the rateable property, if different from their enrolled address.

Within five business days of the close of nominations, a candidate may also provide a ‘candidate’s statement,
which is subsequently published on the Local Government Association's website. This differs from the candidate
profile as candidates are allowed to make direct statements about the council and its members in this statement.

Candidate profiles are also provided to all voters with their ballot papers.

ISSUES 4.2

A number of councils have expressed concerns regarding their involvement in receiving and publishing
nominations. This can place pressure on council staff, and give rise to an impression that staff are assisting or
benefiting some candidates over others.

There was also some confusion expressed about the intent of the candidate profile and the candidate statement.
It was also noted that the need to provide a platform for candidates to promote their candidature has been
largely superseded by the accessibility of social media, which allows candidates to communicate information to
voters in a dynamic, responsive manner, which the website is unable to achieve.

A specificissue regarding nominations for the position of Lord Mayor has also been raised. The City of Adelaide
Act 1998 prevents any person from holding office as Lord Mayor for more than two consecutive terms. No other
council office—and no office within State or Commonwealth Parliament—has a similar limit.
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PROPOSALS FOR REFORM 4.3

Itis proposed that ECSA, as the returning officer, take a clearer and more centralised role in receiving nominations
and publishing candidate profiles—

+  ECSAwill be responsible for the nominations process, will manage an online nomination process and
provide councils (and publish online) a list of accepted nominations relevant to their council area
within 24 hours after close of nominations.

+  ECSAwill publish candidates’ profiles, including the profile statements on its website. The maximum
length of the profile statements will be amended from 150 words to 1000 characters, to provide a
more consistent and accurate count. These 1000 characters may include directions to find further
information about a candidate (such as social media).

+  The provisions relating to the candidate’s statement will be removed, along with the corresponding
requirement for the LGA to subsequently publish these on a website.

Itis also proposed that the term limit on holding the office of Lord Mayor be removed.

o CANDIDATES

BACKGROUND 5.1

Once a person has had their nomination accepted, they become a candidate standing for election. At this point, a
candidate can commence campaigning.

Many candidates in the 2018 local government elections campaigned via social media. Others used more
traditional methods of campaigning, such as door-knocking and letterbox drops. ‘Meet the candidates sessions’
run by councils also help voters to learn who is running for their council, and what their views are.

Candidates may place election signs on road infrastructure (eg light poles and stobie poles) during the campaign,
but these signs must comply with legislated guidelines. Election signs may be putin place no earlier than four
weeks before the close of voting, and must be removed within 48 hours of the close of voting.

Council resources such as offices, staff, equipment or stationery must not be used during any candidates’
campaign.
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ISSUES 5.2

Arange of issues and ideas about requirements placed on candidates were raised in the call for reform ideas.

A number of these centred on the information that is required to be provided by candidates to voters. As
described above, candidates currently must provide a 150-word profile (which is included with the ballot papers
posted to voters), and may make a candidate statement.

A number of people also raised concerns that candidates who are members of political parties can access a copy
of the voters roll in electronic form, which is not available to candidates who are not political party members.

There was also arange of views expressed on whether or not candidates should be required to have a particular
qualification, or undergo training relevant to being a council member, to improve the quality of candidates and
better prepare candidates to becoming a council member.

While it was widely agreed that council resources should not be used to advantage any candidate for election—

whether they be an incumbent member or not—there was also a strong view that the requirements within
councils’ caretaker policies do not express this obligation well.

PROPOSALS FOR REFORM 5.3

Itis proposed that candidates be required to state—

+  Whether they live within the ward or council area that they are contesting. This would be a simple ‘yes/
no' or tickbox, to avoid risks associated with the release of candidate addresses.

+  Their membership of any political party, or any association or body formed for political purposes, of
which the candidate is a member or has been a member within the past 12 months.

Itis also proposed that the responsibility for receiving information on donations received by candidates, and
enforcing candidates’ compliance with campaign donations returns requirements, is transferred from council
CEOs to ECSA, which will publish all returns online.

This will include a requirement for candidates to report to ECSA any single donations above a prescribed amount
(for example, $2000), or donations totalling above a prescribed amount from a single person or entity, or gifts
worth above a prescribed amount, within five business days of receipt. ECSA must publish a report of these
donations within two business days of receipt on its website.
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Itis proposed that all candidates be entitled to an electronic copy of the voters roll on request to their council,
with significant penalties ($10 000) for use of the roll for any purpose other than campaigning in the local
government election for which the candidate has nominated.

While views about candidate training and qualifications were considered, it is not proposed that these will be
required, given concerns about enforcement and the impact requirements may have on the range and number of
people choosing to stand for their council.

Finally, it is proposed that the requirement for councils to make a ‘designated decision’ within their caretaker
policies regarding the use of council resources for the advantage of a particular candidate or group of candidates

be removed. Itis more appropriate for this requirement to be simply stated within the general caretaker
responsibilities of councils.

o RECEIVING AND COUNTING VOTES

BACKGROUND 6.1

Voting packs are distributed to enrolled voters in the mail at least two weeks prior to the close of voting. In
addition to ballot papers, each pack includes information about the candidates standing for election. Votes
must be received by ECSA no later than the day and time noted on the postal voting guide included in the ballot
package.

This guide explains how voters need to complete their ballot papers. In the South Australian system, voters must
mark numerical preference for at least the number of candidates to be elected, and can continue to number if
desired. This voting system is called ‘partial preferential voting”.

When counting votes, ECSA use a system called ‘Proportional Representation’. This system requires candidates
toreach a determined quota, calculated by dividing the number of formal ballot papers (votes) by the number of
vacancies to be filled.

Itis a counting method designed to ensure that vacant positions are allocated as nearly as possible in proportion
to the votes received. A candidate is elected after obtaining a quota or proportion of the formal vote.

ECSA must then declare the provisional result of the poll once the result becomes apparent. The election result
must be finalised following a period of 72 hours for any recount requests, and results published within one month
of the close of voting.
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ISSUES 6.2

For the November 2018 local government elections, there were additional expense and delays in the posting of
ballot papers as a result of changes to Australia Post fees and delivery policies. This raised some concerns about
the voting period (2 weeks), and voters’ ability to post a vote that would be received by ECSA before the end of this
period.

There have also been some requests for changes to the system of voting, particularly to change to optional
preferential voting in Local Government elections, to encourage vater participation. A number of requests were
also received to accelerate the counting process, so that results can be known sooner after the close of voting.

PROPOSALS FOR REFORM 6.3

Itis proposed that the voting period be extended by an additional week to accommodate Australia Post delivery
timeframes. This will assist in bringing forward the current date for reissue of voting material and to provide for

its return before the close of voting.

Changes to the voting method were considered, particularly the proposal to move to optional preferential voting.
However, it should be noted that a large proportion of voters in elections where optional preferential voting
applies only put a number 1. If a voter’s preferred candidate is not elected, but excluded, their ballot paper
cannot be distributed as they have no further preferences marked—their vote is exhausted. Therefore, the partial

preferential voting method should be retained.

Itis, however, proposed to change the counting method. While the current method is assessed as a ‘fair' system
for counting votes, it is also recognised as a more complex counting process than other systems, and one that
takes considerably longer to finalise. A simpler, faster method of counting is the exclusion method. This excludes
at each count the candidate who has received the fewest votes until the number of candidates continuing in the

count is equal to the number of vacancies to be filled.

The more simplified counting method will remove the requirement for complex counting software, and reduces

the risk posed by any lack of access to this software.

To determine the potential effects on election results from this proposed reform, ECSA conducted recounts of
ballot papers from six council elections using the simpler exclusion count method. The only change to any of the
elected candidates was one case, where the final position in a ward that had six nominations for three positions,
was changed. In this instance, the candidate elected through the exclusion method obtained significantly more
first preference votes than the candidate elected through the current method.
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o SUPPLEMENTARY ELECTIONS

BACKGROUND 7.1

If an elected member resigns or passes away, a casual vacancy arises in the council. Supplementary elections are

held when it is necessary to fill a casual vacancy on a council.

ECSA must begin a supplementary election, once advised by a council's CEO that their council has a vacancy,
unless this vacancy has occurred on or after 1 January in a periodic election year, or within seven months before

polling day of a general election.
Where a council does not have wards, they may adopt a policy to not fill a single vacancy until the next periodic

election. However, if a subsequent vacancy occurs, a supplementary election must be held tofill all vacancies.
These provisions do not extend to mayoral vacancies which must be filled as soon as practicable.

ISSUES 7.2

Supplementary elections must be funded by councils and can involve substantial expense. Where a
supplementary election is required more than once during a term of the council, costs for a council can be
significant. Notably, voter participation in supplementary elections is in the range of 5-7% lower than at

periodic elections.

VOTER TURNOUT AT SUPPLEMENTARY ELECTIONS

YEAR NUMBER OF SUPPLEMENTARY ELECTIONS AVERAGE PARTICIPATION RATE
2015-16 10 supplementary elections to fill 12 vacancies’ 24.32%

2016-17 11 supplementary elections 27.9%

2017-18 10 supplementary elections 25.7%

2018 November 2018 Local Government elections 32.94%

Seven months after the conclusion of the November 2018 Local Government elections, three supplementary

elections have been held, or will be held, for four elected member positions.

Annual Report 2015-16
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PROPOSALS FOR REFORM 7.3

Itis proposed to reduce the impact of supplementary elections on councils and their communities by allowing
the last excluded candidate at the most recent periodic election to be elected, if the vacancy they are filling was
created within twelve months of this periodic election. Of course, the candidate would still need to meet the
eligibility criteria and be willing to accept the position. This may apply to all positions, or exclude directly elected

mayoral positions.

Itis also proposed that the period in which a vacancy does not need to be filled be extended to twelve months
prior to the next periodic election or a general election.

It may also be possible to allow councils to‘carry greater numbers of vacancies. Itis, however, important to
balance the cost of supplementary elections against the cost of under-representation of the community during
council decision making processes. And, as councils have varying numbers of elected members, the impact of

reduced numbers is felt differently.

For those councils that have relatively small numbers of members (6-7) allowing two vacancies would result in

a very small number of elected members carrying responsibility for all council decisions. For example, some
councils have a total of six elected members, and can carry one vacancy under the current provisions. If allowed
to carry an additional vacancy, council decisions would be voted on by four elected members. This may also make
it difficult for councils to form a quorum when members are absent.

With this in mind, itis proposed to allow a council without wards to carry a maximum of two vacancies where that
council has a total of nine or more elected members, not including a directly elected mayor.

QUORUM REQUIRED FOR REDUCED NUMBER OF ELECTED MEMBERS

If councils were allowed to carry an additional vacancy, it is possible that a council could end up carrying more
than two vacancies if an elected member resigned during the prescribed period leading up to a periodic or

general election.

ORIGINAL NUMBER OF ELECTED NUMBER OF ELECTED MEMBERS

MEMBERS AFTER 2 VACANCIES QUORUM REQUIRED

8 6 .

9 . .

10 8 :

11 - :
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o REPRESENTATION REVIEWS

BACKGROUND 8.1

Representation reviews require councils to regularly consider their composition—essentially its number of council
members—and their structure—primarily whether or not it has wards.

Section 12 of the Local Government Act 1999 sets out requirements that all councils must follow when conducting a
representation review, including how councils must undertake and consider public consultation.

Councils must release a‘representation options paper’ that examines the advantages and disadvantages of the
various options to alter the composition of the council or its ward structure and, in particular, if the council is
divided into wards, consider whether this should be the case.

The council must then invite submissions on this paper. After the public consultation period, the council must
prepare areport that provides information on the public consultation, responds to issues arising from the
submissions it has received, and sets out a proposal. If the council has decided not to adopt any change under
consideration that was part of the representation options paper, the council must set out the reason for its

decision. This report must then be made available for a ‘second round' of public consultation.

Before any changes can be made to a council's composition, ECSA must determine that the requirements of the
Act have been satisfied, and provide the council with a certificate. Once a council has this certificate, it can gazette
the change to its composition or wards.

ISSUES 8.2

Over the last two council terms (2010-2018), all councils have completed representation reviews. Following this,
there has been a request to review and simplify the requirements in the Act that apply to this important process.

In particular, there is a view that the process guiding councils’ public consultation on their representation reviews
is unnecessarily prescriptive, and prevents councils from properly responding to—or adopting—changes to
proposals that may arise through this consultation.

On a more fundamental level, there is also a view that council members have—or are seen to have—an inherent
conflict of interest when making a decision on the right representative structure for their council. Elected
members may be reluctant to make any changes which would affect them and their chance to be re-elected at
the next election, or may be perceived to be acting in their own interests rather than that of the council and its
community.
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PROPOSALS FOR REFORM 8.3

There are two proposals for reform of representation reviews—

1. Review the current provisions, to make the public consultation requirements more flexible, and to
make other simplifications and improvements that may be identified, or

2. Give responsibility to the Boundaries Commission to regularly review the internal structure of councils,
including council representation (eg the number of elected members) and nature of representation
(eg ward vs area councillors) as is appropriate for each community. This would be done on a cost-
recovery basis for each council.

o ELECTED MEMBERS CONTESTING STATE ELECTIONS

BACKGROUND 9.1

From time to time, members of councils may choose to run for political office in another sphere of government.
These candidates continue in their role as a council member throughout the campaign for State or Federal
Parliament.

ISSUES 9.2

The issue that has been raised is whether it is appropriate for these candidates to be in a position as a council
member if they are running for another office, or whether they should be required to take a leave of absence.

The principal argument for requiring council members to take a leave of absence while campaigning is that itis
not appropriate for council members to use their position in local government to promote their candidacy for
another sphere of government. It is argued that this raises perceptions that these members have a conflict of
interest, or that the interests of their campaign takes precedence over their role as a council member.

While existing rules prevent council members from using council resources for their personal benefit (which
would include a campaign), there may also be a perception that the resources available to council members do in
fact give them an advantage in this campaign against other candidates who are not council members.
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PROPOSALS FOR REFORM 9.3

Itis proposed that council members standing for election to State Parliament are suspended from their position
as council members during the election period. This would mean that the members would not—

Undertake any official functions Be provided with council meeting
or duties over this time, including | agendas or other materials as a council
attending council meetings. member.

Have any access to council facilities or

services that is not available to members é Receive their allowance for this period.

of the public.

This proposal only applies to State elections, as Commonwealth legislation prevents its application to elections to
the Commonwealth parliament?.

@ ADDITIONAL PROPOSALS

The Local Government Reform program provides an opportunity to make a range of other amendments to the
Local Government (Elections) Act 1999.

Other proposals for reform are—

SUPPLEMENTARY ELECTIONS 10.1

Allow for the close of voting for supplementary elections to be at a time determined by the Returning Officer,
allowing the Returning Officer to set both polling day [under section 6(6)] and the time for the close of voting
on that day. Such a determination would be made by the Returning Officer when setting all other dates for the
supplementary election including the Close of Rolls and Close of Nominations.

COUNCILS HOLDING POLLS UNDER THE LOCAL GOVERNMENT ELECTIONS ACT 10.2

Require councils to provide notice of a polling day on its website, and allow for the close of voting for a council
poll to be 5 pm on polling day.

of the Commonwealth Electoral Act 1918 provic

members in Federal elections have no

- that state of territory laws that discriminate against
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THE VOTERS ROLL 10.3

Remove the reference to ‘purchase’ of the voters roll, to provide consistency with section 15(14).

PUBLICATION OF MISLEADING MATERIAL 10.4

Require the publication of a retraction to be prominently placed in the early pages of The Advertiser and other
local press.

BALLOT PAPERS 10.5

Allow for drawing of lots as soon as practicable after noon (rather than waiting for 4 pm).

ISSUE OF POSTAL VOTING PAPERS 10.6

Align the cut-off for both an application by post and in person to be by 5 pm on the fourth business day before
polling day.

ARRANGING POSTAL PAPERS 10.7

Remove the reference to the close of voting at noon for an election or poll (consist with amendments to the close
of voting).

METHOD OF COUNTING AND PROVISIONAL DECLARATIONS 10.8

Alter the method to that used when conducting an optional preferential count.

DISPUTED RETURNS 10.9

Allow the Electoral Commissioner as returning officer to petition the Court of Disputed Returns in circumstances
where the validity of the result must be challenged due to error.
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31

3.2

33

34

35

3.6

37

3.8

39

3.10

REFORM AREA 3

EFFICIENT AND TRANSPARENT LOCAL GOVERNMENT REPRESENTATION
SUMMARY OF REFORM PROPOSALS

Change the timing of periodic council elections to the year following a state election.

Enable ECSA to provide ballot papers electronically.

Clarify that councils are responsible for information sessions about the role of a council member,
and that ECSA is responsible for election promotion.

Require councils to undertake specific activities to inform property franchise holders of their
need to self-enrol, OR re-introduce the automatic enrolment of property franchise holders.

Require ECSAto receive all nominations and publish candidate profiles.

Remove the term limit on holding the office of Lord Mayor.

Require candidates to ‘tick a box' stating whether they live in the area they are contesting.

Require candidates to state whether they are a member of a political party or any association or
body formed for political purposes, or have been within the past 12 months.

Require ECSA to host all information on donations received by candidates.

Require candidates to report to ECSA any single donations above a prescribed amount (for
example, $2,000) within five business days of receipt.
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3.1 Enable all candidates to request an electronic copy of the voters roll from the relevant council.

Remove the requirement for councils to make a ‘designated decision’ within their caretaker
3.12 policies on the use of council resources, in favour of a statement within general caretaker
responsibilities that council resources must not be used to advantage particular candidates.

3.13 Extend the voting period by one week to better allow for postal delays.

3.14 Change the counting method to the ‘exclusion method".

If a vacancy on a council is created within 12 months of a periodic election, allow this to be filled

3.15
through a ‘countback’ of candidates.

3.16 Extend the period of time in which a vacancy does not need to be filled to 12 months before a

: periodic election.
3.17 Enable councils without wards, and with at least nine members, to ‘carry’ two vacancies.
3.18 Simplify representation reviews, and make public consultation requirements more flexible.
3.19 Transfer the responsibility for representation reviews to the Local Government Boundaries

' Commission.
3.20 Suspend council members running for State Parliament for the duration of the election

campaign.
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REFORM AREA 4
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o INTRODUCTION

Councils play an important role in our local
communities and make many decisions that have a
real impact on our day to day life. While councils are
independent governments in their own right, their
operations and decisions must comply with broader
rules. These are the various pieces of legislation that
apply to councils, that set out the processes by which
they make decisions; consult with their communities
and release information.

However, we must always be aware that compliance with these rules costs councils time and money. If regulation

These rules and regulations seek to

protect the interests of the community,
by making sure that councils operate with
transparency and accountability, and that
their decisions and actions are, and are

seen to be, in the public interest.

is inefficient, or ineffectively designed or administered, itimposes unnecessary costs on councils, businesses and

the community. That is why regulation must be regularly reviewed, to ensure that the rules are justified by the

benefits they deliver.

The Local Government Reform process provides an opportunity to look at improvements to the regulations that

apply to councils, with the intention to better enable councils to focus on the services their communities value

most.

Opportunities for simpler regulation incdude—

Modernising and streamlining
requirements for consulting with

communities.

Clarifying obligations around informal

6—6 gatherings.

o PUBLIC CONSULTATION

BACKGROUND

Clarifying the provision and publication
of information that is relevant and
informative to our communities.

Simplifying community land and road
management requirements to assist

State and Local Government, as well as
reducing red tape for businesses.

2.1

Community consultation is animportant channel for governments to engage with their community. They can

exchange information and ideas, and make sure that councils hear views on projects, policies, issues and plans.

Perhaps mostimportantly, strong and effective engagement gives communities confidence in the decisions

PROPOSALS FOR Lt

CAL GO

SIMPLER REGULATION

®@
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that their councils make. They know that their council has used the insights, skills, knowledge and experience to
understand the impact of their decisions, and how services can be improved.

Since its commencement, the Local Government Act 1999 (the Act) has recognised the importance of community
consultation, as it stipulates that councils must prepare and adopt a public consultation policy.

The Act also lists 19 decisions, actions and policies that councils must consult on, in accordance with their
community consultation policy. These range from critical annual decisions, such as determining the annual
business plan and budget, to decisions that happen less regularly, such as a decision to remove the community

land status from council land.

When councils are consulting on these matters, they must publish a notice on their website, and in a newspaper
circulating within the area of the council, and allow at least 21 days for people to make a submission.

Councils may also choose to follow their public consultation policies whenever they are of the view that it is of
value to their decisions and actions.

EXAMPLES OF MATTERS THAT REQUIRE COUNCILS TO UNDERTAKE
COMMUNITY CONSULTATION

Representation Principal office of the

Status of Council or
reviews, including Council (places and

change of name.

the composition and times the office is

wards of the Council open to the public).

Public consultation Access to meetings

Prudential

. [t
requirements for policy. E and documents code
certain activities. of practice.
Strategic management Annual Business Plans -

Basis of rating.

plans. and Budgets. 4

Basis of differential

Passing by-laws. Order making policies.

i)

B

rates.

Planting of vegetation Community land: Certain authorisations
g g @ classification; revocation for the alteration

onroads. E of dassification; of public roads and

proposed management
plans; amendment

or revocation of
Management plans; roads.
alienation by lease or

licence.

permits for business
purposes on public
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ISSUES 2.2

The current legislative requirements for councils’' community consultation are now 20 years old. There s a clear
view that these provisions are outdated; excessively prescriptive; and can lead councils to take a ‘tick the box'
approach to consultation, rather than thinking creatively about engagement that best suits their community.

The Act also assumes that one process for community consultation fits all needs. Whether it is a critical decision
such as a council's rating policies that affects all people in a council area, or a decision that has more impact on a
local level, such as a permit for working on a council road, the process is the same. Councils are only required

to publish the notice for 21 days—not to determine how best to reach the people that these decisions affect.

PROPOSALS FOR REFORM 2.3

A lot has changed over the past two decades—how we communicate, hear ideas, and provide our views to each
other. Itis time for the Act to ‘catch up with the times’, and support councils to develop flexible, contemporary
public engagement practices.

Itis proposed that the current, prescriptive public consultation obligations in the Act are replaced with a
contemporary approach that sets minimum notification and consultation standards in the Regulations but also
enables councils to design and deliver the engagement that is the ‘best fit' for their decisions and actions.

This approach could be to develop a Community Engagement Charter, similar to the Charter now in place within
the Planning, Development and Infrastructure Act 2016, to deliver a consistent but flexible platform for community
consultation for all councils.

o INTERNAL REVIEWS OF COUNCIL DECISIONS

BACKGROUND 3.1

The decisions that councils make can have a greatimpact on our everyday lives. It's important that people in the
community have confidence in these decisions, and know that they can question them at any time.

For this reason, section 270 of the Act requires all councils to have a process in place for any community member
to apply for an internal review of any council decision. When requested, councils should consider the process by
which it made a decision, and the various factors and views that informed it.

This process should not only give communities surety that councils are making well-considered decisions, but also
enable councils to identify improvements in their own processes and practices.
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This obligation is part of the broader set of requirements to have policies, practices and procedures in place
for dealing with requests for services, and also for responding to complaints about the actions of the council,
employees of the council, or other people acting on behalf of the council.

Councils are currently required to consider, on an annual basis, a report relating to applications for internal

reviews. This report is required to be included in the council's annual report and also to be published on the
council's website.

INTERNAL REVIEW APPLICATIONS, 2008-09 TO 2017-18

115
89
84
79
65 65
60 62
46
42 39
33 32 35
28 27 27 28
23
] I I I I I

W Total number of internal review applications received

2008-09
2009-10
2010-11
2011-12
2012-13
2013-14
2014-15
2015-16
2016-17
2017-18

m Number of councils that received internal review applications

Source: SA Local Government Grants Commission.

ISSUES 3.2

There is a general consensus that a review of council internal review provisions is required. A number of councils
commented that the current system does not provide sufficient benefits to their communities to justify the high
level of costs and other resources that are necessary to undertake the reviews.

PROPOSALS FOR LOCAL GOVERNMENT REFORM
e SIMPLER REGULATION
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There is also a view that the system is open to exploitation by people who refuse to accept a reasonable decision
of council, but use large amounts of council time and resources to question and challenge it. There is some
evidence to support this view as while the total number of internal review applications received by councils
fluctuates each year, the number of councils that receive applications has remained more consistent.

Over the past decade, the State Ombudsman has undertaken a number of reviews of councils' internal review
processes.

Most recently, the Ombudsman published Right of Review: An Audlit of Local Government Internal Review of
Council Decisions Procedures in November 2016. This examined some of the key issues for councils in delivering
a fair internal review of decision process. It also explored how councils can use internal reviews to drive their
administrative improvement and service excellence. In summary, the Ombudsman recommended that all
councils—

+  Highlight a direct link on their website homepage to a plain English description of the procedure
available for making an application for internal review of a council decision.

+  Ensure that their internal review of decisions procedure is fully compliant with the requirements of
the Act.

* Include a reference to a six-month time limit for accepting internal review of council decision
applications in a revised version of their internal review of decisions procedure. Consideration
should also be given to the exercise of discretion by councils to allow a longer time limit to apply in
particular cases.

+  Revise the part of their internal review of decision procedure that deals with matters outside the
scope of the policy and procedures to explicitly state that matters that fall outside statutory appeals
procedures will be considered for the conduct of a section 270 review on the merits of the individual
application.

+  Consider developing regional panels of independent reviewers who can assist councils with complex
review matters.

+  Periodically evaluate their section 270 review investigations and document learning outcomes
relevant to their administrative practices and functional responsibilities.
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PROPOSALS FOR REFORM 3.3

Itis proposed to extend the Act's current allowance for councils to refuse an internal review of decisions if the
request is vexatious or frivolous, to situations where the request is substantially similar to a matter that has
already been reviewed or is under review, by the council or by other means.

Itis also proposed to allow councils to charge a prescribed fee to undertake an internal review. Itis anticipated
that this fee would be small (in the order of the current $35 cost for a Freedom of Information enquiry) to deter
vexatious complaints, rather than be a ‘cost recovery mechanism. Councils would not be required to charge this
fee, and would also be able to waive it at their discretion.

Itis also proposed to set a time limit in which requests for internal review of decisions can be made—potentially
within six months of the relevant decision (councils would have the discretion to extend this on a case-by-case

basis).

To ensure that councils continue to analyse internal review outcomes, it is proposed that the annual internal
review of decisions report that councils are required to consider should include recommendations to improve its

administrative practices.

o INFORMAL GATHERINGS AND DISCUSSIONS

BACKGROUND 4.1

For communities to have confidence in their councils’ decisions, they need to understand why these decisions are
made, and what their council members’ views are. That is why the Act makes it clear that all council meetings are
to be open to the public, except in 'special circumstances'.

A number of these ‘special circumstances’ refer to particular matters that should be discussed in confidence.
These include matters that include confidential commercial information, or matters that can affect the security of

the council, or its members or employees.

The Act also recognises that council members often get together to discuss council business and other matters
outside of council meetings, such as having planning sessions, or briefing and training sessions. These ‘informal
gatherings' can help council members be better informed on important matters, and enable them to properly
plan for the conduct of council business. However, the Act also makes it clear that these meetings should not be

used to effectively make a decision outside of a council meeting.

Item 11.1- Attachment 1 Page 77 of 583



Ordinary Council Meeting Attachments 24 September 2019

ISSUES 4.2

Some years ago, it became apparent that a number of councils were using their ability to hold informal gatherings
in a way that gave rise to concerns that they were, in fact, making council decisions outside of formal council

meetings.

For example, some councils were holding regular closed meetings to go through their agenda papers immediately
before a council meeting. While these meetings may have simply been ‘information sessions’ the fact that they
were held behind closed doors gave the perception at least that they were being used to avoid public debate on
council decisions.

In response to these concerns, the Act was amended in 2015 to require councils to have policies to guide their
informal gatherings. These policies must comply with the regulations, which currently include detailed instructions
to councils on how they may hold informal gatherings, when they should be open to the public and how councils

should release information about them.

While these reforms were intended to provide a clearer framework for councils, and assure communities
that councils are not making decisions behind closed doors, feedback from some councils has been that the
regulations are onerous, difficult to understand, and place an administrative burden on councils that is not
justified.

It has also been reported that the legislation gives rise to a view that it is not appropriate for council members to

discuss council business between themselves; or cannot hold social gatherings. This has never been the intent of

the legislation.
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PROPOSALS FOR REFORM 4.3

The Local Government Reform process provides an opportunity to re-think how the Act should guide councils
when they are holding information, training or briefing sessions for council members.

Itis proposed to establish a new category of council ‘meeting’ (possibly calling these ‘information’ or ‘briefing’
sessions) within the Act. These would be sessions called by the council or CEQ, inviting any number of council
members, for the purpose of providing information on council matters, or to undertake training on any aspect of
the members' official functions and duties.

The Act will continue to state that these sessions should not replace open discussion and decision making at
formal council meetings. Sessions discussing matters that are on a council or council committee agenda must
only be discussed at a session open to the public, subject to the meeting confidentiality provisions of the Act.

Councils will also be required to publicly release information about these sessions, where practical before the
session, detailing when the session will be/was held, what will be/was discussed, attendees, and whether the
session was/will be open to the public. If the session was/will be closed to the public, this record would state the
reasons why the council consider that it is appropriate to close the meeting.

REGISTER OF INTERESTS
(PRIMARY AND ORDINARY RETURNS)

BACKGROUND 5.1

Itis critically important that all of the decisions that council members make are made in the public interest, and
not to benefit or affect them personally in any way. This requirement is largely managed through the conflict of
interest processes (discussed in Reform Area 1 of this paper).

Along with managing conflicts of interest that may arise, council members are also required to provide a ‘Register
of Interests’ that lists a range of information about themselves and their interests. These interests include things
such as property ownership, sources of income, and membership of political organisations and associations.

Similar requirements also apply to council CEOs and other council staff members.

Council members' Registers of Interest are made available to members of the public at council offices; and large
parts are also required to be published on a council website. Council members are also required to let their CEO
know when the information on the Register changes or needs to be added to, so that the Register is kept updated
at all times.
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There are also requirements for council members to complete a Register of Interests under other legislation, for
example, council members that sit on Development Assessment Panels under the Planning, Development and
Infrastructure Act 2016.

ISSUES 5.2

A number of comments have been received saying that the current returns forms are lengthy and confusing
to complete. Additionally, the requirement to extract some of the information for publication on the council's
website is seen as an administrative burden.

Some people also noted that the requirement to complete several different Registers of Interest to capture
essentially the same information is unnecessarily burdensome for council members.

PROPOSALS FOR REFORM 5.3

While the Register of Interests is an important mechanism for ensuring the veracity of council decisions, there
may be scope to streamline and standardise the form and method of returns used to maintain them.

Itis proposed that the various requirements and forms are compiled into one simple, plain English document that
meets a suitable standard (potentially the Australian Accounting Standards)

Itis also proposed that councils be required to publish council members’ Register of Interests in full on their
website (with the removal of any specific residential address information in the interests of safety).

o PUBLICATION OF INFORMATION

BACKGROUND 6.1

Having full and easy access to arange of important council information means that communities are informed
about their council's actions, decisions and policies; and encourages them to engage more fully with their council’s
work.
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The Act lists arange of documents that must be made available to the public—

Documents listed in section 132(3) Documents listed in Schedule 5 of
of the Act are required to be made the Act are only required to be made
available on the council website. available at the council office.

However, councils generally go well past these legislative requirements and do a good job in providing full and
complete information on policies, decisions, meetings, current consultations and a range of other matters,

generally on their website.

ISSUES 6.2

Councils have advised that having two lists within the Act is confusing to both councils and members of the public,
as it is not clear what needs to be provided on a website and/or in paper form. The Act creates an unnecessary
burden on local government to navigate the separate requirements.

Additionally, the requirement to have material available at a council office does meet current community
expectations that information should be available on a website, enabling access at all hours of the day. Councils

must spend time and money printing material that is now rarely accessed in this form.

PROPOSALS FOR REFORM 6.3

There is an opportunity to simplify and improve the requirements that apply to the release of information by
councils.

Itis proposed that any document that is required to be made public must be published on council websites (a
council’s Assessment Record would be exempt from this requirement for commercial and safety reasons).

This would remove the requirement to have physical documents available at a council’s principal office, and the
requirement to fix and pay a fee for documents. Councils may be required to print a copy of any document and
allowed to charge a fee for this service.

Itis also proposed that the Act include a single list of the documentation required to be available on a council's
website.

This list will include all documentation/reports associated with agendas or minutes of council or council
committee meetings, subject to the related motion’s confidentiality orders (noting that the vast majority of
councils make this information available already).
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REGISTERS OR ANNUAL REPORT? HOW COUNCILS RELEASE INFORMATION

Councils are required to record some information on registers that are updated on a continual

basis. This is information that may have an impact on council members’ decision making, or is not

available in other council material.

These registers include—

Itis proposed to amend the Act to require council registers to be placed on the council's website.
Councils must also publish an annual report at the end of the financial year. This annual report is
required to include a range of information such as—

SIMPLER REGULATION

The register of remuneration,
salaries and benefits—
containing information about
salaries and employment
benefits paid by the council.
This includes details of the
chief executive officer's salary
package.

The register of community
land in the council area.

The register of the council's
by-laws.

The council's audited
financial statement.

A report on the council's
performance in
implementing its strategic
management plans, and
its performance against its
annual business plan.

The register of interests for
council members and the
council's chief executive
officer and identified senior
officers.

The register of allowances
and benefits paid to council
members.

A register recording gifts and
benefits received by council
members above a prescribed
amount (currently $50).

A report on freedom of
information requests
received by the council.

Training and development
activities for members of the

council during the year.
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Annual reports are easily found on council websites, and are therefore a convenient source
of information about council activities, processes and expenditure. They ensure transparency
without the administrative burden of constantly updating and maintaining multiple registers.

Itis proposed to increase the material required to be included in a council’s annual report to

include—
A summary of travel undertaken by council members and staff over the year
i 5 and the relevant costs.
A summary of credit card expenditure by council members and council staff,
E and remunerations claimed by members and staff.
A report from the Chair of the council's audit/governance committee on the
m governance standards of the council.

o COMMUNITY LAND REVOCATIONS

BACKGROUND 7.1

The Act establishes a framework for the classification of most land owned by a council or under a council's care,
control and management as ‘community land".

The community land framework aims to ensure a consistent, strategic and flexible approach to the administration

and management of local government land, with the objective of protecting community interests in land for
current and future generations.

@ SIMPLER REGULATION
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Once classified as community land the land—

@ Cannot be disposed of, exceptin May require the preparation and

prescribed cases. adoption of a management plan.

Can be leased or licensed but only Can be used for business or commercial

E=In0 in accordance with prescribed purposes, subject to the use being

requirements. authorised in an approved management

plan for the land.

Section 194 of the Act sets out the process for the revocation of community land classification. Councils must
prepare areport outlining the reasons for the proposal, stating their intention in regard to the future use of the
land, and capturing any implications of the decision. Councils must also consult on the proposal, in line with the
council’s public consultation policy.

This report, and any matters that arose during public consultation, must be submitted to the Minister responsible
for the Act for approval. Once this approval is received, the council makes the final decision to revoke community
land classification.

The Act also safeguards the community land dlassification of certain land of significant community value. Schedule
8 of the Act contains provisions relating to specific pieces of land where the land’s community land classification

is irrevocable. These provisions also often include site-specific land use and management requirements that

must remain in place for the benefit of the community. These can be as specific as caring for a particular tree, or
requirement to maintain a caravan park or other community facility.

ISSUES 7.2

The process outlined above is a ‘one size fits all’ approach to revoking community land classification. It does not
consider the level of impact on a community that a revocation would have, but requires all proposals to undergo
the same process before requesting ministerial approval

In some cases, the cost and effort of the revocation process outweighs the benefit of the outcome, as a proposal
may have little to no impact on the community. For example, a proposal may be to revoke the community land
status of an unmade road that passes through private property, or of a small portion of land purely used for
operational reasons. However, in other circumstances, the revocation of community land is contentious.

In more significant proposals, the future use of land may be a relevant consideration before a council's proposal is

approved by the Minister. Currently, there is no general ability to impose conditions on an approval (unless State
Government financial assistance was previously given to the council to acquire the land).

LER REGULATION
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Concerns were also raised that the Act prevents councils changing the management of a piece of land where the
owner of the land cannot be found, particularly given that councils can take actions to sell land for unpaid rates
when this is the case.

Ideas were also submitted that the requirements set out in Schedule 8 of the Act that apply to specific pieces

of land are too restrictive, and do not allow councils to modify their management of this land to meet modern
community expectations.

PROPOSALS FOR REFORM 7.3

Itis proposed to introduce a streamlined process for the revocation of community land status, by establishing
two ‘categories’ of proposals within the Act. Administrative, or minor, proposals would not require ministerial

approval. General, or more significant, proposals would continue to require ministerial approval. The Minister
would also be provided with the ability to attach conditions to the approval of a general proposal.

It is proposed to enable limited amendments to Schedule 8 to allow minor changes to the management of
prescribed land. These amendments would be made by regulation, however, regulations would not be able to
change the community land status, or the chief use of these pieces of land.

It is proposed to clarify that a council does not need to undertake the process to revoke the community land
classification of Crown land where the council's care, control and management of the land has been withdrawn
under the Crown Land Management Act 20089.

It is proposed to enable a council to revoke the classification of land as community land where owners cannot
reasonably be found.

Finally, it is proposed to provide a mechanism to allow councils to acquire private roads where the owner
consents, where the owner is deceased or where the owner cannot reasonably be found and to allow the
council to retain or transfer the land to another party.

AUTHORISATIONS AND PERMITS FOR USE OF
COUNCIL ROADS

BACKGROUND 8.1

Councils manage most of the roads across our State—they are a core service that councils provide to their
community. While roads, and infrastructure associated with a road, such as footpaths and stormwater drainage,
are provided for the public’s use, there are times when people or businesses need access to them, or need to
make changes to them for their own purposes.
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Accordingly, the Act allows councils to provide authorisations for the alteration of a public road, and permits for
the use of a public road for business purposes.

Authorisations for road alterations are commonly provided for activities such as building driveway crossovers;
landscaping aroad verge; and laying stormwater and other pipes under roads.

Permits for the use of a road for business purposes enables activities such as footpath dining; food trucks; flower
sales and ride-sharing operations. Permits and authorisations are also provided to enable property development,
such as the use of a crane or concrete truck when needed.

Councils have a free hand to decide whether or not they should grant an authorisation or permit and, if they do,
they can apply conditions as they see fit. One exception to this is the permits that are provided to food trucks.
Following changes to the Act in 2017, councils must issue permits to food trucks, and are required to establish
policies and guidelines that comply with the regulations.

ISSUES 8.2

Issues raised by councils in regard to these sections of the Act focused on what they perceive to be a heavy-
handed approach, particularly in regard to the requirement that councils must consult with their communities
before issuing permits or authorisations for activities that would impede traffic on the road to ‘a material degree’.

This consultation must include a notification in a newspaper circulating in the council area; notification on the
council’s website; and allow at least 21 days for submissions. While this may be appropriate for significant works,
councils have raised concerns that it this process may be required in circumstances where works are minimal,
such as the need to block a road for a short period of time. The consultation period is seen as both excessive and
impractical in these instances.

Councils have also raised concerns regarding the current rules about food trucks, and have sought more flexibility
for councils to determine whether or not to provide permits to food trucks, and to apply conditions freely.

However, other comments about permits and authorisations reflect a view that councils’ ability to grant permits
and authorisations as they see fit, and to apply whatever conditions they wish, results in inconsistent approaches
across councils that can be onerous, and subject to change at short notice. This can result in additional costs for
businesses and their customers, and, in some instances, place the future of a business at risk.

PROPOSALS FOR REFORM 8.3

Itis proposed that the consultation requirements for issuing permits and authorisations be reviewed in
accordance with a review of councils’ public consultation more widely (as discussed earlier in this Reform Area).
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Itis also proposed that the specific provisions relating to mobile food vendors be removed. These would be
replaced by a general right of appeal where a council has unreasonably issued or refused to issue a permit or
authorisation to a business (including food trucks), or a council's use of permits or authorisations has
unreasonably impacted business. This appeal could be made to the Small Business Commissioner, who has an

existing role to manage any conflicts between food trucks and other businesses.

o MISCELLANEOUS REFORMS

The Local Government Reform process also allows for a number of inconsistencies within the Act to be addressed,
and for provisions to be updated where necessary.

Other proposals to simplify regulations are therefore to—

1. Repeal section 269 of the Act that requires a report to be prepared between 30 June 2002 and 31
August 2002 and tabled in Parliament.

2. Clarify that certain documents may be served on or by a council by electronic communication when
indicated or agreed by a party. Remove references to ‘facsimile transmission’ and facilities of a
document exchange’ (for example, sections 83(6), 279 and 280 of the Act).

3. Amend the meeting regulations to achieve better integration between Regulation 12(3) and Regulation
21. This will clarify that a council’'s CEO can submit a report to a council meeting recommending

revocation or amendment of a previous council resolution.

4. Standardise the requirement of a council to review its optional meeting code of practice to match the
review requirements of its Access to meetings and documents—code of practice (section 92 of the
Act).
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REFORM AREA 3

SIMPLER REGULATION
SUMMARY OF REFORM PROPOSALS

COMMUNITY ENGAGEMENT

a1 Replace the prescriptive community engagement requirements in the Local Government Act with

amore flexible ‘Community Engagement Charter’.

4.2 Review the requirements for councils to publish notices.

INTERNAL REVIEW OF COUNCIL DECISIONS

Allow councils to refuse a request for an internal review of a council decision where the request

4.3 is substantially similar to a matter that has been reviewed, or is under review through another
process.

4.4 Enable councils to charge a small fee for internal review requests.

4.5 Set a time limit on which requests for internal review of decisions can be made.

4.6 Require councils to consider recommendations for improved administrative practices in their

annual report on internal reviews.

INFORMAL GATHERINGS AND DISCUSSIONS

Remove the ‘informal gatherings’ provisions in the Act, in favour of establishing a new category of
meetings, such as ‘information or briefing sessions’.

Require councils to publish details of information sessions held, what was discussed, who
attended, and whether the session was open or not.

REGISTER OF INTERESTS

49 Compile all council members' registers of interest into one, simple plain English form.

Publish council members’ Register of Interests in full on the council website (with the exception

4.10

of specific residential address information)

PROPOSALS FOR LOCAL GOVERMNMER

SIMPLER REGULATION
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PUBLICATION OF INFORMATION

4.1

Require councils to publish any document that is currently available at a council office on its
website (with the exception of the Assessment Record)

Remove the requirement for councils to have documents ‘available for inspection’, but require
them to print a copy at request (for a fee).

Include a single list of all material to be published on a council's website in the legislation.

COMMUNITY LAND REVOCATIONS

Create two categories of community land revocation proposals within the Act (‘administrative’
and ‘significant) and require Ministerial approval only for ‘significant’ proposals.

Enable limited amendments to Schedule 8 to allow minor changes to the management of
prescribed land.

Clarify that councils do not need to undertake community land revocation proposal where the
council’s care, control and management of the land has been withdrawn under the Crown Land
Management Act 2008.

Enable a council to revoke the classification of land as community land where owners cannot
reasonably be found.

Provide a mechanism to allow councils to acquire private roads where the owner consents,
where the owner is deceased or where the owner cannot reasonably be found and to allow the
council to retain or transfer the land to another party.

AUTHORISATIONS AND PERMITS FOR USE OF COUNCIL ROADS

4.19

©

Review the public consultation requirements that apply to permits and authorisations, in line

with a new community engagement approach.

Remove specific provisions regarding mobile food vendors, in favour of a ‘general right of appeal’
where a council has unreasonably affected a business.

PROPOSALS FOR LOCAL GOVERNMENT REFORM

SIMPLER REGULATION
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REFORMING LOCAL GOVERNMENT
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S

E

WHAT WE
RECEIVED Over 80 170 yourSAy
submissions surveys
received completed
WHO WE (?Q%%
HEARD FROM &
51% 31%
Public Councils
EU
WHAT AREAS
INTERESTED 24% 19%
YOU MOST Council member Lower costs and

capacity and
conduct

WHAT YOUR IDEAS WERE ABOUT

REFORM 48% Code of conduct
AREA ONE 24% Conflict of interest

23% Financial management
K:';g%o 21% Audit committees

20% Rating

31% Voting method
REFORM 19% Candidate disclosure
AREA THREE 15% Nominations

10% Candidacy

25% Council meetings
K:Egﬁ:thR 23% Consultation/ engagement

22% Informal gatherings

TIMELINE
FOR REFORM

STAGE ONE

enhanced financial
accountability

STAGE TWO

37 ideas shared

E S

Over 700 ideas

through for reform
yourSAy online
discussion
c ) e bl
11% 7%
Elected Members Professional
Body
=)
QL
> 38
[
29% 28%

Local Government
representation

15%
13%

20%
16%

9%
8%
8%

19%
11%

Simpler regulation

Council member training

Council member performance

Benchmarking

Auditing

Representation reviews
Elections

Supplementary elections

Section 270 reviews

Transparency

Item 11.1- Attachment 1

Page 90 of 583



Ordinary Council Meeting Attachments 24 September 2019

Government of South Australia

Department of Planning, PROPOSALS FOR LOCAL GOVERNMENT REFORM
Transport and Infrastructure AUGUST 2019 - DISCUSSION PAPER
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Local Government Reform Program 2019

List of ideas generated from public consultation

Contents

REFORM AREA 1 — Council member capacity and CONAUCT .......uvievieieececeie e e srieas s e e e asernseae s ernaeaeanannsaesnnasnne L
REFORM AREA 2 — Lower costs and enhanced financial accountability..........ccoe el 5
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The ideas contained in submissions have been summarised below for succinctness and clarity.

REFORM AREA 1 — COUNCIL MEMBER CAPACITY AND CONDUCT

e Addto 'Ordinary Business Matters' where a council is voting to send an elected member to an event,
conference or seminar in their capacity as a Councillor to officially represent the Council.

e Amend the Regulations to ensure that elected members only deal with the CEO, not with staff

e  Consider mechanisms to support councils to develop shared 'visions and values' to improve culture
and conduct

e  Ensure that council members are covered by OHS regulations

e  Establish a scheme for the performance management of elected members

e  Establish an independent organisation to provide mentoring, advice and assistance to councillors

e  Mandate annual training for elected members

e Prevent elected members with a conflict of interest in a matter from receiving any material on this
matter, as far as practicable

*  Provide council members with staff that are independent of the council administration

e Require all council members to acknowledge and answer all correspondence

e Require council employee performance reporting

e Require council employees to implement council decisions

e  Require greater transparency on council member and employee performance

e  Require mediation between elected members before a formal complaint and investigation under the
Code of Conduct

e Review of the management of conflicts for elected members and senior staff, particularly in regard to
development decisions

e Simplify conflict of interest provisions, and delete or refine 'material conflicts’

* Require council members to respond to questions

e Review the Code of Conduct to provide councils with greater scope for enforcement (more
appropriate measures for penalties), but to remove the possibility of charges being laid that are trivial
and/or vexatious

e  Provide greater clarity on what a material conflict of interest consists of

e Cap CEO and Director salaries

e Enable greater oversight of councils by State Government

e Enable elected members to speak freely to the media and the community

e Consider better resourcing for the Ombudsman

e  Clarify the obligation toreport a breach of Part 3 of the current Code

e Clarify the confidentiality provisions that apply to Code of Conduct investigations conducted by the
Ombudsman and the ICAC

e Simplify conflict of interest provisions

e Review the Code of Conduct for Council Members to provide greater clarity
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e  Review the Code of Conduct for Council Employees toinclude additional matters

e Introduce a simple code of conduct for Independent Members

e Introduce a simple code of conduct for Volunteers

e Introduce a simple code of conduct for contractors or those engaged in official partnerships with
council

e  Review the Procedures at Meetings Regulations

e Simplify the Conflict of Interest provisions

e Improve information provided to council members

e  Require a basic literacy standard for council members

e Reform meeting regulations to allow for a greater spirit of debate

s Strengthen the Code of Conduct for Council Members, but allow councils to develop preventative
strategies individually

® Include the 'general duties of a council member'in the Code of Conduct

e Strengthen mandatory induction of elected members

e Use legislation to support councils assess performance and decision making

e Review mandatory training requirements

e Review conflict of interest provisions

* Increase penalties and sanctions for misconduct, including financial penalties

e Review mandatory training requirements

* Increase sanctions for misconduct, including financial penalties

e Consider establishing a Register of Lobbyists

e Create a publicly available register of interests for staff

e Pay councillors and mayors as employees

e Simplify the definitions of Material v Actual and Perceived in the conflict of interest provisions

s Review council member training, particularly that provided to members in their first six months in
office

e Require councils to have a Statement of Duties and a Selection Criteria to assist in the appointment
and management of their CEO

e Define 'operational matters'

e (Create one Code of Conduct that applies to elected members and staff that includes unacceptable
behaviour (bullying and harassment), and mandates reporting of suspected breaches

e Require councils' executive staff to complete a register of interests that must be published

* Increase and strengthen penalties for breaches of the Code of Conduct, which could include:

*  Athree strikes approach — where any individual member could be dismissed as an elected
member for three proven breaches of the Behavioural Code within any 12 month period, and
be prevented from standing for re-election for a specified period.

*  Suspension of Member from attendance at formal Meetings of Council, and suspension of
Allowance for a determined period

*  Public Register naming those members that have breached the Code

e Clarify the application of ordinary business exemptions to conflicts of interest that apply to
subsidiaries and committees

* Increase delegationsto CEO under Act

e Review and simplify conflict of interest provisions

e Review Code of Conduct to better support council members

* Introduce a Mandatory Grievance Procedure as the first step in resolving Code of Conduct complaints

e Clarify definitions within the Code of Conduct

e  Ensure council members undertake mandatory training early in their terms

e Ensure that frivolous and vexatious complaints can not be investigated

e Formalise work health safety protection for elected members

*  Give Mayors better formalised supports when dealing with complaints

* Impose specific limits on CEO remuneration

e Increase penalties for breaches of the Code of Conduct

s Make Mayors a full time position

e Mandatory police checks of all councillors to be made public knowledge
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* Introduce a system for managing elected member behaviour that is the same as staff management
(written warnings, and potential terminations)

e Remove impediments to council candidates and members from meeting with stakeholders

e  Review Register of Interests requirements

e Reconsider council member allowances to encourage as many people as possible to participate

e  Provide greater legal protection for council members

e Insert general duties of members into Code of Conduct [LGA idea]

e Better enable councils and council members to deal with lower level Code of Conduct breaches [LGA
idea]

e  Better enable councils and council members to deal with lower level conduct issues [LGA idea]

®  Place General Duties of Council Members within Code of Conduct [LGA idea]

e Review mandatory training [LGA idea] and base it on competency rather than attendance

e Include specific mandatory training requirements in the Regulations [LGA idea]

* Review General Duties of Council members (s 62) of the Act [LGA idea]

e Remove 'Perceived Conflict of Interest' provisions as this is confusing and open to too many different
opinions

e Remove the "Actual Conflict of Interest' provisions and just keep the 'Material Conflict of Interest’
provisions as there really is no difference between the two

e Review Conflicts of Interest process

e Create a stronger and clearer and well defined Code of Conduct to improve the management of
councillor conduct

e There needs to be a mechanism to resolve behavioural issues without having to resort to outside
external complaints resolution

e Councillor training should be mandated through regulation

s  There should be skills-based training for councillors (eg financial; legislative requirement; relationship
building and team development; conflict management and mediation)

* Require council members to report on 'activity outcomes', setting specific questions about their
activities for them to answer (in regard to meetings, questions asked and answered, information
provided etc.)

e Enable the Minister to intervene directly in councils (without a report from the ICAC or the
Ombudsman)

e  Establish a mechanism to check conflicts of interest, completion of returns etc., rather than rely on
complaints lodged with the Ombudsman

e Make any breach of the Council Member Code of Conduct a breach of the LG Act (s 62 or s 63)

e Require all elected members to undertake a police check during their term on council

e |f a complaint under the Code of Conduct is found to be frivolous, the complainant should bear the
costs of the investigation

e Enable councils to dismiss council employees more easily

s  Review Code of Conduct for Council Members [LGA idea]. Tighten council powers to better deal with
minor matters, but do not empower council member to punish their peers

* Review conflicts of Interest provisions, to provide greater clarification on actual and perceived
conflicts

e Require two elected members from each council to attend LGA meetings and report back to council

e  Amend section 102(b) to have an Acting CEO be appointed by the Council

e Strengthen the recommendations that the Ombudsman can make following an investigation into an
alleged breach of the Code of Conduct by a council member

e Consider penalties for non-compliance with mandatory training requirements, or remove the
mandatory training requirements and replace it with a requirement for councils to conduct an elected
member induction session after a general council election

*  Give the Minister greater powers to undertake investigations and take actions on councils that have
given cause for significant concerns

e Change the method by which divisions are called at council meetings-councils should choose whether
to have divisions for all decisions or not to have them at all

e Review Code of Conduct for Council Members [LGA idea]
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e Review and simplify conflict of interest provisions [LGA idea] and enable members with an interest to
participate in debates but not vote

e Review and simplify conflict of interest provisions, and clarify penalties for breaches

e Review conflict of interest provisions to better recognise connections between council members and
their communities, particularly in regional areas

e  Enable elected members to engage with the operation of council, not only setting strategic directions

e Review mandatory training [LGA idea], and consider removing requirement for returning members to
undertake training

e Improve the framework for managing behaviour and conduct, including development of a Code of
Conduct consistent with LGA's work with the sector

* Review section 73(2)(a) and its application, e.g. being a shareholder of a publicly listed organisation
and the application of “substantial proportion of ratepayers of the council area” exemption

e Review section 73(c) material conflicts and membership of community boards (body corporate
governing body membership)

e Review section 73(h) - material conflict - fees received for professional services from a personas itis
not always possible for the Member to know in the event of high volume or online transactions e.g.
through online business

e  Strengthen the Elected Member Register of Interest to ensure company details as well as entities
operated by companies, including trading names, are also listed

e  Reform the complaint framework and oversight arrangements in Local Government it is too complex,
utilised to stifle progress, has too many avenues and no accountability for those laying complaints
when they are found to be unfounded

e Develop corporate governance principles for Local Government in line with accepted best practice
standards aligned with the Australian Institute of Company Directors

e  Develop support systems for Mayors and Elected Members through the enactment of skills and
abilities akin to a Position Description and require assessment of training needs tailored to each
member

e Amendthe Code of Conduct to provide penalties that are commensurate with the circumstances of
each complaint, and that are simple for a council to implement (and are cost effective)

e Provide for an alternative mechanism to address behavioural matters between councillors

e Consideration of alternate approaches to CEO Remuneration such as ‘banding’ of salaries set by an
independent tribunal

e  Support greater recognition of the extent and importance of the role of councils members through a
review of remuneration. Consider removing 'council tier' system and providing consistent sitting fees
for additional committees and boards

e Simplify conflict of interest provisions - reduce to two 'classes’ (material and perceived), and allow for
members that are part of outside bodes to be able to vote and make informed decisions in a matter

* Incorporate mandatory training requirements into the Code of Conduct

* Review role of council CEO's in resolution of conduct (behavioural) matters, and make resources
available to elected members in investigation of these matters

e Create anindependent body (funded by State Government) to manage Code of Conduct complaints
about elected members, with the power to suspend or remove a member when the misconduct is
considered to be a serious WHS matter

e Enable but not require complaints of Code of Conduct breaches to be independently investigated

e Expand the role of the Local Government Grants Commission to investigate complaints about elected
member behaviour

e  Give the principal member more discretionary power to management complaints, and the ability to
determine breaches of the Code of Conduct and apply penalties

e  Provide further guidance regarding Part 2 in the Code of Conduct to support councils to expedite
handling of complaints

e  Principal member needs more powers to manage and support Members as the leader of the EM
group

 Require councillors to attend a required number of council meetings of other councils within their
region

e Revise the process by which CEO contracts are advertised, appointed, renewed and released
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e Require all complaints of bullying and harassment allegedly carried out by elected members, CEO and
Deputy CEO to be investigated externally

e  Appoint a number of training development officers/mentors be appointed to provide ongoing
mentoring services to elected members within South Australia

e Require council members to complete training equivalent to the Australian Institute of Company
Directors course

e Review conflict of interest provisions to clarify that elected members do not have an interest in a
matter has publicly expressed a policy position on that matter

e Review the Code of Conduct for Council Members [LGAidea], but add a requirement that
mediation/conciliation is considered/appropriate before a formal Code of Conduct complaint is
considered

e Review mandatory training [LGA idea] and establish a contemporary and compulsory training system
that incorporates competency testing for each module

e  Expand training for council members to have a broader and less legalistic focus

e  Give councils tools at the local level to deal with conduct matters, such as council panels, and greater
powers to exclude or suspend members

e Reconsider council member allowances to remove the different amount between large/small councils
as this does not reflect any difference in workload

e Review conflict of interest provisions to allow council members in regional areas to participate in
more decisions

e Strengthen the Code of Conduct for Council Members [LGA idea] and include a requirement that costs
attributed to the actions of the Council Member subject to a determination against them, may be
recovered by Council

e Strengthen council and council members capacity to deal with conduct matters [LGA idea], include
appropriate team building and difficult conversations as Mandatory Training for all council members

e Review regulations regarding mandatory training of elected members [LGA idea], but remove the
requirement for members who have served previously to be trained again.

REFORM AREA 2 — LOWER COSTS AND ENHANCED FINANCIAL ACCOUNTABILITY

e Consider zero-based budgeting processes, and revenue policies

e  Control council expenditure

e  Council rates need to be capped to a CPl increase

e Develop an online platform to support council benchmarking

e Do not allow the use of capital values as the basis of rating

e  Enable business improvement districts

e  Ensure a more independent appraisal of council finances

e  Ensure that council audit committees undertake financial audits

e  Establish rate capping

e  Give the Auditor-General more involvement with council financial management and auditing
e Introduce rate capping

e Introduce revenue policies for councils

e  Prohibit council (administrative) departments from managing all financial and auditing requirements
e Review mandatory rate rebates

e There needs to be rate capping and concession rates for pensioners and low income residents
e There should be an Ombudsman for Local Government complaints

e Improvements to the system of rating

* Review non-rateable land and mandatory rate rebates

e Expand service rates and charges (s155), and review to remove reference to ESCOSA

e  Fund councils more from State Government and stop cost shifting

e Centralise and streamline council administrative functions

e Create consistent wages across councils

s Overhaul councils' financial accountability requirements

e Create more structure and legislation around how councils can borrow and spend money

e Consider councils' differing rate bases
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e Exclude Mayors from audit committees

e Review the long term financial plan arrangements for local government to reflect State Government
estimates periods

e Revise audit committee responsibilities

e Remove property valuations as the basis of rating

® Introduce state-wide guidance in consistent approach to performance and identify cost-shifting
trends

e Do not allow the audit committee Chair to make public statements

e Develop standards for external auditors (as opposed to requiring the Auditor General to undertake
audits)

s Consider a benchmarking system that is not a 'one size fits all' for all councils

e Develop a prescribed format for asset and infrastructure management plans

e Allow councils to levy appropriate and equitable rates on electricity generators

e  Reform council industrial relations

e  Encourage shared services

e  Encourage councils to work across boundaries

e Consider sector-wide benchmarking

e Consider standardising long term financial and asset management plans, but not as a 'one size fits all'
approach

e Enable councils to apply a differential rate to additional land uses, and to apply rates to the full capital
value of electricity generators

e Require the Auditor-General to oversight council audits

e Improved shared services by councils

e Require councils to report on financial indicators

s  Place limits on council borrowings

e Require councils to consider alternative revenue raising mechanisms

e Link rate increases to CPI, existing rates and the financial circumstances of the local community

e Standardise councils' Financial Budget Reports to include clearer detail and more accountability

e Consider cost implications of an online benchmarking system

* Do notintroduce standardised audit standards

e Maintain current approach to audit committees

e Require the Auditor-General to establish a list of persons who may be selected as Audit Committee
members

e Review the legislation to remove barriers to commercial operations within local government

e The State Government should work with Local Government to explore the extension of the
Australasian LG Performance Excellence Program across all councils

e Link other statutory plans into the 4 year management plan

e Keep employment contracts and personal information of staff confidential

e Maintain elected members on audit committees

e Require audit committee members to be appointed from a list approved by the Auditor General

® Invest in faster analysis of Grants Commission data as the basis of benchmarking

e No further accountability is necessary

* Review differential rating to allow for a differential rate to be applied to intensive primary production

e Allow or require the Auditor-General to issue binding interpretations of auditing standards [LGA idea]

e Consider introducing sector-wide benchmarking

e (Create minimum standards for long term financial plans and asset management plans

e Clarify that councils are not required to accept assets from developers [LGA idea]

e Review audit committees [LGA idea] to require majority independent members

e Introduce a requirement for councils to have a revenue policy [LGA idea]

e Review role and membership of audit committees [LGA idea]

e Improve role and membership of audit committees [LGA idea] but do not allow chairs to make public
comments

e Expand differential rating provisions to allow a differential rate for intensive primary production and
electricity generation [LGA idea]

e Consider benchmarking that recognises significant differences across councils
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e  Consider clarifying that councils are not required to accept assets from developers, or mandate
council involvement in the development of assets where this transfer is expected

e Highlight minimum requirements for asset management plans and long term financial plans, but do
not prescribe a standard format

e  Review Chapter 10 (Rates and Charges) to simplify rating processes, minimise the choices that
councils have in determining their basis of rating, and to provide a greater level of consistency across
all local government

e Standardise Strategic Management Plans, Long Term Financial Plans, Asset Management Plans, an
Annual Business Plan & Budget, and other strategic documents as required

e Review audit committees [LGA idea] but ensure role remains as oversight

*« Do not support Auditor-General oversight of all council audits, but supports additional targeted
reviews undertaken by the Auditor-General

e Consider clarifying that councils are not required to accept assets from developers [LGA idea]

* Introduce standard formats for Asset Management Plans and Long Term financial Plans [LGA idea]

e Improve financial accountability within the sector for council rate decisions

e  Enable councils to impose higher rates on long-term vacant properties (as a disincentive to ‘land
banking’)

e  Enable councils to impose higher rates on heritage properties which are neglected over lengthy
periods sometimes resulting in the loss of heritage values and missed opportunities for adaptive re-
use

*  Provide councils with flexibility to provide rate rebates for certain models of social and affordable
housing providers during construction/development, rather than on occupancy

e Create a partnership agreement with State and possibly the Federal Governments to clearly articulate
responsibilities and stop cost shifting

* Replace Asset Management Plans with a 10 year annually reviewed program supported by an Asset
Management Policy

* Review regional representation models to reflect areas of interest and efficient delivery of services,
long term strategic planning and strategy delivery within the Local Government framework

e Reform planning requirements - councils should only be required to have a strategic plan of at least 4
years duration and all other plans are required to integrate

e Require service level statements for all services, including assets, as a replacement for current
reporting framework

e Audit committees should only provide advice to councils, and audit committee chairs should not be
able to make public statements

e Consider costs of benchmarking, challenges in allowing a 'like for like' comparison, ensuring that
benchmarking is used to improve services, and consider whether a benchmarking system needs to be
legislated

e  Simplify Annual Business Plan and budgeting processes, including a review of consultation
requirements

e Introduce Across Local Government Performance Excellence Programs to allow for comparison,
innovation and improvements in practice that are driven by councils based on the unique
circumstances of each council and the feedback of each councils community feedback

e Remove requirement for council to produce and consult on a business plan and budget annually -
make it every 3-4 years

e Review audit committees as the LGA has suggested, but ensure that 'best practice' does not set
unrealistic standards for country areas

e Consider reforms of audit committee, including requirements for independent members/chair

e Introduce council benchmarking, including the development of a set of performance metrics to
measure success

e Consider requiring the Auditor-General to oversee council audits to create greater consistency if this
is more efficient

e Benchmarking across the sector is needed

e Require councils to release details of proposed significant projects in their annual business plans

e Require clearly identified benchmarks for the provision of council services within required timeframes
to be publicised and annually reported on
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e  Review and expand the role of audit committees

e  Ensure consistency across councils in the application of differential rates

* Do not enable audit committees chairs to make public statements

e  Ensure that Audit Committees can give good guidance to all councils, including regional and remote
councils, but ensure that Committees are limited to oversight

e  Consider reforms to improve the consistent interpretation of auditing standards, but without creating
a compliance burden

e  Re-introduce low-cost sector-wide community satisfaction surveys, however, not through legislative
reform means

s Allowing Local Government powers to grant rate rebates to property owners who have a
significant/regulated tree on their private property

e Remove the requirement to hold a mandatory 1-hour public meeting to discuss the annual business
plan and budget in place of improved consultation.

REFORM AREA 3 — LOCAL GOVERNMENT REPRESENTATION

e Change the election cycle to elect half of each council every three years

e Directly elect all Mayors

e  Enable candidates to nominate for mayor and councillor elections simultaneously.

e  Establish a "pre-selection process" for Local Government candidates to be eligible to nominate.

e  Establish online elections

e  Establish online voting

e  Establish penalties for the provision of misleading information by candidates

¢ Make more information about candidates available online

s Make voting compulsory

e  Mandate training and/or information to potential candidates prior to nomination

e  Prevent council members from being a member of a political party

e Prevent non-Australian citizens from voting in council elections

e Publish nominations for council on a web page

e Re-introduce automatic enrolment of property franchise holders

e Replace wards with portfolios held by individual members (e.g. environment, Finance, Heritage).

e Require all candidates to undertake a police check

e Require all candidates to undertake training

e Require all councils to have wards and council members to live in the ward that they represent

* Increase requirements for candidate disclosure

e Consider making ballot paper envelopes a bright colour to stand out

e  Provide more information on candidates with ballot papers

e Provide all candidate information on the internet

e Introduce online voting

e Reduce council terms to three years

e Enable the filling of vacancies by countback

e Provide all candidates with electronic copies of the roll

e Enable optional preferential voting

e Change to proportional representation

e Change the voting age to 16

e  Undertake more publicity for council elections

e Change the representation review process so that it is undertaken (and the final decision made) by a
body or person separate to councils - possibly the Local Government Boundaries Commission

* Increase candidacy from young people

* Remove requirement to have printers name and address on electoral material

* Remove obligation for candidates to disclose physical addresses on electoral material

e Remove expiration of the voters roll on 1 January in each year of a periodic election

e Consider introducing compulsory voting

e Reduce the overall timeframe of local government elections

e Allow for candidates to withdraw their nominations
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e  Enable online nomination directly to ECSA

e Consider online voting (noting security concerns)

e Allow for a mechanism for early voting

e Allow for vacancies to be filled with reference to periodic election results within a certain time from a
periodic election rather than requiring a supplementary election

e Suspend council members' allowance if they are running in a State or Federal election

e Simplification of Representation Review processes including the potential for standardised “banding”
of Elected Member numbers per resident (representation quotas)

e Introduce electronic and on-line voting

e Require candidates to attend a mandatory number of council meetings and a relevant information
session

e Require nominations to meet pre-determined content standards

e  Review voting quotas

e  Agree with LGA Discussion Paper on elections

e  Require councils to write to eligible land owners, groups and corporations to ensure that all
ratepayers are informed of the opportunity and requirement to get onto the voters roll

e Review the legislation for supplementary elections and consider an alternative system

e Review the caretaker policy, in particular breaches

e Require members standing for State and Federal elections to take leave

e Require candidates to undertake a police clearance and provide a CV when nominating

e Keep voluntary voting

* Review candidate disclosure requirements

e Consider the introduction of online voting

e Extend the period between nomination for local government and the election

s Require all nominating candidates and councillors to attend all council meetings and briefings during
the period of nomination and through to the election

e Introduce compulsory voting

e  Elections also should not be held in November also as there isn’t enough time before the Christmas
holidays to induct the members and commence business of the council

e If an elected candidate resigns, dies or is disqualified from office within 12 months of the election
date, the candidate with the next highest amount of votes from the election count should be elected
if they still meet the eligibility criteria and are willing to accept the position

e Make ECSA solely responsible for the conduct of the elections with no council staff support — freeing
up council resources to continue with normal operations

e Remove the supplementary voters roll - change the entitlement to vote in council elections to House
of Assembly roll only

e Review the criteria for candidates standing for election

e Investigate making voting compulsory

s Return to having polling booths and an election day where everyone votes (and enable pre-polling)

e Make ESCA responsible for the collation and receipt of all campaign donations returns

e Make the completion of a ballot paper the same as for state and federal election — number all boxes
on the ballot paper

e (Create a provision on how to deal with candidates who are not council members using council
resources (contact number) in their campaign materials

e Introduce 'first past the post' voting

e Consider introduction of online voting

e Require councils to hold an information evening for candidates that also enables members of the
public to ask questions

e  Provide electronic roll to all candidates

e Require candidates to disclose political party membership

e Require disclosure of political affiliations and any financial contributions at the time of nomination for
a Local Government Election

s Require council members to live in the ward they represent

e Remove requirement to purge voters roll

e Consider online voting
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*  Give responsibility for all postal ballots and campaign donation return to ECSA

e Introduce optional preferential voting

e Compulsory disclosure of political party membership

e Compulsory disclosure of political party memberships and donations by candidates prior to elections
rather than afterwards

e Remove the restriction on Lord Mayors serving more than two consecutive terms

e  Restrict council member terms

e Make voting compulsory and online

e Require members standing for State and Federal elections to take leave, but continue to provide their
allowance

e Introduce limited terms for elected members

e Require ECSA to receive and publish all campaign donations information, more visibly

e  Review penalties and enforcement processes for breaches by candidates during election

e  Review penalties for non-compliance with requirements to disclose campaign donations

e  Review voting to enable voters to cast their vote such that each of their votes has equal value in
relation to the number of positions available

e Require council Members to take leave of absence and have allowances suspended if standingin a
State or Federal election, from nomination with the AEC or ECSA until conclusion of the election

* Do not support council members being suspended if standing in State or Federal elections

e  Progress 2017 Elections Bill [LGA idea]

e Require greater disclosure of information by candidates (location of residence) [LGA idea] but not
political interests

e Remove reference to Code of Conduct in Caretaker provisions [LGA idea]

e Introduce amendments proposed in Local Government (Elections) Amendment Bill 2017 [LGA idea]

s Suspend members standing for State or Federal Parliament while campaigning [LGA idea)

e Review Representation Reviews [LGA idea]

e Review the application of Code of Conduct in Caretaker Policies [LGA idea]

e Implement amendments proposed in 2017 Elections Bill [LGA idea]

e Require council members standing for State and Federal elections to be suspended while campaigning
[LGAidea]

s Remove requirement for all vacant positions to be filled through a supplementary election process
[LGAidea]

* Remove requirement for supplementary election for all casual vacancies [LGA idea]

*« Review reference to Code of Conduct in caretaker policies [LGA idea]

e  Allow for different method of filling casual vacancies [LGA idea]

* Review the application of Code of Conduct in Caretaker Policies [LGA idea], and make this provision
apply to all candidates

* |nvestigate alternative method of filling a casual vacancy rather than holding a supplementary
election [LGA idea]

e Review elections legislation [LGA idea]

e Review supplementary elections [LGA idea]

e Review automatic enrolment of property franchise holders

e Candidate should be required to disclose political affiliations and financial contributions

e Require the publishing of candidate campaign donation returns

e Require candidates to disclose political affiliations, experience, qualifications and skills

e Remove the requirement for councils to purge rolls prior to an election

e Police and Department of Human Service check should be required before candidates can stand

e Run an independently convened candidate platform information night for the public

e Allow for optional preferential voting in local government elections

e Restrict elected members' and mayors' terms to no longer than 3 terms of 4 years

e Reform the representation review process, and require a postal ballot as part of the consultation on
the final proposed changes

e Require specific targets for nominations to ensure better representation from women, youth,
indigenous people and other minorities

10
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e Elected members who ceases to be a ratepayer and/or resident during a council term, should
immediately stand down from office

e Require candidates to have business skills

e Require candidates to disclose how long they have resided in the community and previous service

* Do not introduce electronic voting but consider allowing for postal and attendance voting

e  Require candidates to disclose membership of a political party

e Return all ballot papers to a location within the council area (such as the council administration
centre) to prevent postal delays

e Undertake all counting in regional areas to improve timeliness of results

e Include information on the ballot paper of the need to “vote in the order of preference”

s Consider providing a ‘random generated order of candidates’ on ballot papers

e Review Representation Reviews to reconsider consultation requirements, or to require ECSA to
undertake them

e Extend eligibility to vote in the City of Adelaide to businesses and people working in the city

e Review and simplify representation reviews

e Review representation reviews - councils keep the decision whether to have wards, but numbers of
members are determined by a Tribunal (similar to remuneration) in bands, according to size

e Councils should hold candidate forums to enable voters to hear from and question candidates. These
could be organised by ECSA or the LGA

e Require candidates to state which suburb they live in

e Require all members to be elected at large, or ensure that all wards have a minimum of three
candidates

e  Explore alternative voting methods to increase youth participation

e Review the Local Government (Elections) Act 1999 with a key focus on improving processes, reducing
extensive administrative burden, reducing costs and increasing community participation in Elections

e Ensure that candidates who are not incumbent members cannot use council resources in their
campaign

e Allow councils to apply to the Minister for permission to retain a matter in confidence either in
perpetuity (with a 5-10 year review requirement)

e Provide for a mechanism of disqualification to stand for an election based on a similar determination
by an external review body

e  Simplify representation reviews to enable councils to undertake them at a local level internally

e Require council members to be suspended if standing in State/Federal elections [LGA idea]

e Require mandatory training/police clearance before nomination

e Keep requirement for a supplementary election to fill casual vacancies, this works well for councils
with area councillors

e Allow candidates to withdraw their nomination up to 14 days before voting starts

e Council elections should be held in a year where the state election is not held

s Review Representation Reviews - councils prepare an options paper and consults with the community
and this information is provided to an external party (such as the Boundaries Commission) to consider
which option is the best fit for the community considering the representation quotas, area size etc.

e Change the method of voting to straight preferential voting which would simplify each count and
make the election results quicker toreceive

e That candidates marketing campaign must not include promises or give undertakings they may not be
able to keep, thereby raising community expectations and votes to which they may not be entitled to

e Consider enrolment of property franchise holders

e Require elected members to have formal qualifications and/or demonstrated work/life experience in
relevant sectors (business, finance, community etc.)

e Allow candidates to provide multiple contact details on their nomination profiles

e Remove requirement for councils to promote enrolment of property franchise holders

* Review Representation reviews, and consider a new approach that ensures representation is fair and
reasonable while removing the requirement for all councils to conduct regular scheduled reviews

s Council agrees with the LGA's preliminary comments; the Reform should also be clear regarding a
consistent start date for the suspension (pre-selection or writs)

11
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e Review requirement for supplementary elections, allow councils to have their own policy on whether
to hold them or not.

REFORM AREA 4 — SIMPLER REGULATION

e  Amend Section 106 so as to only require contributions for long service leave to be made upon an
employee attaining 7 years continuous service in local government; and to delete any requirement to
transfer contributions for sick leave from past employers

e Amend section 131 so as to enable provision of copy of annual reports via electronic means

e Enable the Minister to direct a council in relation to its role as a member of a regional subsidiary at
the request of the majority of the subsidiary membership

e  Establish fines for councils' non-compliance with legislation

e  Establish mandatory council services in the legislation

e Remove regulations that apply to informal gatherings of councils

e Remove requirement to invite applications for employment in a newspaper (s98)

e  Review Primary/Ordinary Return Forms to align with information that is required to be published

e Review s50 of the Local Government Act - public consultation policies, to enable greater flexibility and
more modern approaches

e Review the ability of councils to make items confidential

e  Support councils to develop community engagement frameworks

e The legislation should detail mandatory services and require councils to disclose details of non-
mandatory services provided

e Remove restrictions on informal gatherings

e Streamline, centralise and standardise regulation that applies to local government

s Simplify informal gathering regulations and allow working groups

* Review public consultation requirements on the Act

e Review requirements for publication of notices

e Improve arrangements around informal gatherings of councils

e Overall review and improvement of transparency and reporting requirements, which may include
additional disclosure of information in a uniform format to allow comparison

e Simplification of Bylaw introduction or review

e Review informal gathering rules to be more flexible

e Review requirements that apply to s41 Committees

* Review by-law processes to be more flexible

e Review informal gathering rules to allow for working groups or learning sessions to be held in
confidence

e  Enable flexibility for councils to deal with food trucks

e Review public consultation requirements in the Act

*  Maintain the requirement for councils to publish notices in newspapers

* Review and increase the maximum penalty for a breach of a by-law

e Review informal gathering requirements

e Remove requirements for publication of notices in newspapers

® Increase maximum by-law expiation

e Improve disclosure requirements on councils

e Ensure that council meetings are held when members of the public are more likely to be able to
attend them. There needs to be sufficient room for the media and public gallery where council
meetings take place. Where possible council meetings should take place in different locations within
councils’ boundaries to better engage local communities

e Ensure that council workshops are open to the public, make documentation available to the public
and ensure that minutes record member attendance

e Disclose all salaries and employment conditions of council staff

e  Ensure that councils consult on the review of council policies and processes

s Ensure that public statements by councils are accurate

e Review councils' consultation requirements

e C(Create aregister of bequests to councils, and report on the use of these bequests annually
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e Remove requirement to have documents available at the Principal Office of the council if they are
published on the council’s website

e If adocument is available on the councils webpage —remove the requirement to make a copy
available by payment of a fee fixed by the council

e  Amend the act to allow the Mayor or Deputy CEO to call a special meeting if it involves a matter in
which the CEO has an interest

e Remove the requirement for a council to maintain a register of all notices of meetings

e Addin a Ministerial Review Mechanism to s90 (confidential items) which allows that these items be
exempted from an annual review and grants them permanent confidential status or confidential
status for 100 years

*  Provide a mechanism that s 270 reviews may be refused as they are trivial, vexatious or frivolous

e Council need to include in each review the costs involved including external advice, consultants and
staff time to demonstrate the costs involved in completing these reviews

e Reviews in full when determined should be published in full on council’s website for community
information

e Informal gatherings — requirements need to be simplified

e MNeeds to make it clear to the public that informal gatherings are not a forum for them to participate

e Require council members to only use council email for council business

e Require all council meetings to include Community Question Time

e Require ordinary council meeting agendas to be released 8-10 days prior to a meeting

e Require councils to consider confidential items in a 'block’ to avoid inconvenience for meeting
attendees

e Review informal gatherings provisions

e Require councils to use post as well as email for consultation

s Amends90 to allow councils to keep award recipients confidential

e Remove requirement for councils to prepare code of practice for meetings

e Remove requirement for councils to publish notices in newspapers

e Remove requirement for presiding member to initial each page of the minutes and sign

e Review food truck regulations

e Amend the food truck regulations to allow councils to consider seasonal impacts

e Carefully consider any review of food truck regulations to avoid restricting competition

* Increase fees and expiations for by-laws

e Review informal gatherings provision to clarify number of council members present to trigger a
designated informal gathering

e Maintain current confidentiality provisions

e Review informal gatherings provisions

* Review Informal Gatherings provisions to better allow council members to discuss matters outside of
council meetings

s |mprove councils' engagement with commercial and retail ratepayers

e Review regulation of election signs

e Review requirements for councils to maintain public registers

e Review controls over council workshops

e Review food truck legislation

e Make it simpler for councils to dispose of unused road reserves

e Continue to require councils to publish notices in newspapers

e Increase the maximum penalty for breach of a by-law

e Review informal gatherings

e Review requirements to publish notices

e Enable councils to deal with unreasonable customer complaints

e Impose a penalty if councils do not meet legislated timeframes for Freedom of information requests

e Review public consultation requirements in the Local Government Act [LGA idea] and ensure greater
consistency across the Act

e Enable councils to close a road to all, or some classes of vehicles [LGA idea]

e Review informal gatherings provisions [LGA idea], clarify that member training is not a designated
informal gathering

13
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e Review requirement for councils to consult on permits for alteration of or use of road for business
purposes [LGA idea)

® Increase maximum expiation for by-law [LGA idea]

e Enable councils to close a road to all, or some classes of vehicles on unmade roads [LGA idea]

e  Remove requirement for councils to publish notices in newspapers [LGA idea]

e  Review the requirement for councils to consult on permits for alteration of or use of roads for
business purposes [LGA idea]

e  Enable councils to eliminate section 270 review requests that are trivial, frivolous or vexatious

e  Enable councils to charge fees for section 270 reviews

e Review section 270 requirements, and the relationships between the bodies to which councils are
required to report regarding complaint management

e Allow councils to charge a fee for section 270 reviews

e Review public consultation provisions [LGA idea]

e Review food truck regulations [LGA idea]

e Review informal gathering provisions [LGA idea]

e Review informal gatherings provisions [LGA idea], open them to members of the public and have the
CEO Chair them (not the Mayor)

e Enable a lodgement fee to be charged for s 270 reviews [LGA idea]

e  Require councils to appoint independent reviewers for section 270 reviews

* Introduce fees similar to those in the Freedom of information Fees Regulations for section 270
reviews

e Allow for greater review of council decisions

e Create regulations under s 245A to enable councils to apply bonds to developers to cover the cost of
potential damage to council property [LGA idea]

® Introduce a fee for section 270 reviews

e Review public consultation necessary for s 221 and s 222 permits [LGA idea]

e Create regulations under s 245A of the LG Act to allow councils to apply development bonds [LGA
idea]

* Review meeting procedures to allow a CEO to recommend the revocation or amendment of a council
decision [LGA idea]

e  Give councils better powers to deal with unmade roads [LGA idea]

e Review community land in Schedule 8

e Simplify regulation to improve the ability for councils to collaborate without impact from other
legislation

s Remove the requirement to review the operation of a code of practice for meeting procedures
annually

e Council need to be transparent Meeting minutes tell next to nothing

e Require councils to utilise email as well as postal mail for consultation

s Require councils to include information received in a public hearing on an annual business plan into
the plan

e Review Schedule 8 of the Local Government Act to enable councils to make some changes to the use
of these pieces of land, without changing its general use or status as community land

e Amendthe Local government (Procedures at Meetings) Regulations 2013, section 10, to allow for
petitions to be received electronically

e Require councils to disclose funding provided to sports organisations in their budgets

e Amend Local Government (Procedures at Meetings) Regulations 2013 to clarify that a CEO may
submit a report to the council recommending the revocation or amendment of a resolution passed
since the last general election of the council [LGA idea]

e Consider clarifying that councils are not required to accept assets from developers, or mandate
council involvement in the development of assets where this transfer is expected

e Support councils to improve the communication of their decisions, particularly decisions inregard to
financial management and budgeting, including publication of expenditure decisions

s  Amend the Act to include an exemption for permission to be sought from the Minister (or Crown)
when issuing licences or leases on Community Land, subject to the Community Land Management
Plan being approved by the Minister (or Crown)

14
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e  Review annual business plan consultation requirements

* Do not introduce a fee for section 270 reviews, but strengthen grounds on which one can be
requested, and allow councils to refuse trivial, frivolous and vexatious requests

e Review public consultation requirements in the Local Government Act [LGA idea] to create a more
flexible and contemporary system

e Undertake a cost benefit analysis on any new reporting requirements or associated timeframes

e Allow presiding members to have a deliberative vote (not just a casting vote)

e  Consider councils' role in the provision of permits for alteration and use of roads for business
purposes, particularly in relation to developments where the council may not be the development
authority

¢ Remove Community Land Management Plan - simply have the register and declaring the primary
purpose of the land and defining the uses in the Ac

e C(Create consistent policies and service costs across the State

e  Remove the maximum expiation for a breach of by-laws

e  Strengthen the grounds on which aninternal review can be requested, requiring applicants to
substantiate reasonable grounds for their request

e  Simplify the local government legislation overall

e Improved and simplified Community Land Management arrangements

e Simplified mandatory consultation and publication requirements which reflect the expectations of the
community and reduce the financial burden on Council with increased use of technology to promote
consultation

e Support the ability of councils to manage/close certain roads where their use represents a public risk

e  Ensure that Procedures at Meetings Regulations allow the CEO to recommend the
revocation/amendment of a decision

e (Create regulations under s 245A of the LG Act [LGA idea]

e Enable Principal Members to ensure proper meeting conduct, but also ensure that there are
safeguards against misuse of these measures

e Review public consultation for permits under s 221 and 5222 [LGA idea]

e  Ensure that discussion and debates on council matters occurs at public meetings

* Include council committee minutes in council agenda papers in a timely fashion

* Include papers presented, tabled or referred to at council meetings in the minutes of council
meetings

e Place council agendas on a screen, identify items by name, and read recommendations and
amendments to them to assist people in the public gallery

e Record ordinary and special council meetings

e Review deputation processes

s Review requirements for calling special council meetings to require a reason to be stated, and who
has called it

s  Make regulation more consistent across councils wherever reasonable and possible

e Streamline the process by which councils move items in and out of confidence

e Allow each council to determine in accordance with its policy the appropriate ways to engage with
the community over the Annual Business Plan and Budget

e Obligate councils to comply with State Information Privacy Principles (IPPs)

e Primary and Ordinary Returns for Council Members and Staff - Simplify the form published in the
regulations and have it written in plain English so it is easier to understand

* Remove requirement to review the Annual Review of Codes of Practice - Meeting Regulations code of
practice annually

e Amend s 83 (5) to clarify that ordinary council meetings cannot be held on a Saturday

* Require council meetings to be recorded

e Require ordinary council meetings to be held no less than 6 weeks apart

e Improve customer service in councils

e Review s 221 (alteration of public roads) to avoid delays of developments

s Simplify requirements for register of interests across LG Act, PDI Act and Model Financial Statements

e Review annual business plan consultation requirements to simplify the requirements

15
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e  Review informal gatherings provisions to maintain councils' ability to set parameters for this
mechanism through policy, to apply only to informal gatherings called by the CEO/Mayor with all
Elected Members invited and where there requirement to open all informal gatherings to the public

e Review public consultation requirements in Act [LGA idea], and reconsider requirement to hold public
meetings on the draft annual business plan

e  Support regional collaboration of councils

e  Remove Community Land Management Plans

e Improve the community consultation framework

s Remove the process requirement before a council can revocation community land status

e  Review the requirement for councils to consult on permits for alteration of or use of roads for
business purposes [LGA idea].

16
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ATTACHMENT — INTERSTATE AUDIT ARRANGEMENTS

VICTORIA
EXTERNAL AUDITS

The Victorian Auditor-General is mandated to be the external auditor for local governmentsin

the State. In addition to financial audits, the Auditor-General can also undertake performance
audits. The Auditor-General's Office provides the Victorian Parliament with an annual report which
outlines the results of the financial audits and observations for each financial year and comments
on the outcomes of the audits of council performance reports. An assessment is also made of the
sector’s financial performance and councils’ financial sustainability.

AUDIT COMMITTEES

Councils are required to establish an audit committee as an advisory committee under the Local
Government Act 1989 (VIC). Local Government Victoria has undertaken a comprehensive review of
the Act, including consideration of options to strengthen the role of audit committees.

A Bill was introduced into Parliament in May 2018 that, amongst other things, requires councils to
establish an audit and risk committee with an expanded oversight of financial and performance
reporting, risk management and fraud prevention, internal and external audit, and compliance
with council policies and legislation. The Bill requires the committee to include a majority of
independent members who collectively have expertise in financial management and risk, and
experience in public sector management, and councillors. The Committee must not include a
member of council staff and the chairperson must not be a councillor. The Bill also requires audit
and risk committees to prepare a biannual audit and risk report.

NEW SOUTH WALES
EXTERNAL AUDITS

In 2016, the New South Wales Auditor-General’s mandate was extended to conduct financial and
performance audits of councils in the State. Performance audits are conducted to determine the
effectiveness, economy, efficiency and compliance of NSW local entities, specific programs or
broad sector issues.
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The Audit Office of New South Wales provides the NSW Parliament with a Local Government
Sector Report' to summarise broad insights and key findings from across the sector covering
financial reporting, financial performance and sustainability, asset management, internal controls
(including information technology) and governance, and service delivery.

AUDIT COMMITTEES

The Local Government Amendment (Governance and Planning) Act 2016 (NSW), which passed
Parliament in August 2016, requires councils to appoint an Audit, Risk and Improvement
Committee. Councils may enter into an arrangement with another council to jointly appoint
an Audit, Risk and Improvement Committee to exercise functions for more than one council,
reducing costs. The Committee must keep under review the following aspects of a council's
operations—

Compliance, risk Financial management,
A management, fraud control.

Implementation of the

governance.

strategic plan, delivery Service reviews.

program and strategies.

Collection of performance
management data.

Committees will also be required to provide information to the council for the purpose of
improving the council's performance of its functions.

The internal audit provisions will be supported by a regulatory framework that is likely to
comprise of prescription by regulation and operational guidance through guidelines. The
regulatory framework will be designed to ensure that internal audit operates effectively as an
internal assurance mechanism and business improvement tool, conforms with standards and
best practice, is deliverable by all councils regardless of size and capacity, and is cost-effective and
adds value

Item 11.1- Attachment 3 Page 109 of 583



Ordinary Council Meeting Attachments 24 September 2019

QUEENSLAND
EXTERNAL AUDITS

The Queensland Auditor-General is mandated to be the external auditor for councils in
Queensland under the Auditor-General Act 2009 (QLD). The Auditor-General may also conduct
performance audits to examine the efficiency, effectiveness and economy of a range of important
aspects of public services. The Queensland Audit Office reports on the results of local government
financial audits. The report analyses the performance, position and sustainability of Queensland's

local governments and evaluates the timeliness and quality of financial reporting.

The Queensland Auditor-General sets and tables in Parliament standards by which audits of
public sector entities are performed. These standards are to be applied to all audits, reviews and
assurance engagements undertaken by, or on behalf of, the Auditor-General. The standards set
out the general standards to be applied to the conduct of audits, the selection, engagement and
quality of control of the work of contract auditors, and also the extent to which auditing standards
made by relevant professional or statutory bodies are to be applied in conducting audits.

AUDIT COMMITTEES

All local governments in Queensland are required to establish an efficient and effective internal
audit function and establish an Audit Committee. For each financial year, a local government

must—

Prepare an internal
) Carry out an internal audit.
audit plan.

Prepare a progress report Assess compliance with the

for the internal audit. internal audit plan.
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A council's audit committee must comprise at least three but no more than six members,
including at least one member who has significant experience and skills in financial matters.
The audit committee of the City of Brisbane may also include up to two councillors. For all other
councils, it must include a minimum of one councillor, and a maximum of two councillors.

The CEO cannot be a member of the audit committee but can attend meetings of the committee.
Itis also inappropriate for any person who is responsible for, or involved in, council's financial
or internal audit functions to be a member. The Department recommends that at least one

independent member, with relevant financial skills, is appointed to the audit committee.

Audit committees must meet at least twice each financial year and review each of the following
matters—

The internal audit plan for The internal audit progress

the year. report.

The local government's draft The Auditor-General's audit

financial statements, before report and observation

24 September 2019

they are certified and given
to the Auditor-General for
auditing.

report about the local
government’s financial
statements.

WESTERN AUSTRALIA
EXTERNAL AUDITS
By the financial year 2020-21, all local governments will be audited by the Auditor-General. The

Auditor-General will report to Parliament on the results of all local government financial audits,

including details of the audits completed, information about significant accounting, control and

information technology issues identified, and relevant financial ratios and other statistics.
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AUDIT COMMITTEES

The Local Government Act 1995 (WA) requires all councils to establish an audit committee to
undertake the following functions—

Guide and assist the local government in carrying out its financial
management functions, including audits.

Review a report given by the CEO relating to the appropriateness and
effectiveness of a local government's systems and procedures in relation to
risk management, internal control, and legislative compliance—and report to
the council the results of that review.

Support the auditor to conduct an audit and carry out the auditor's duties.

Oversee the implementation of any action identified in the audit report and
prepare a report addressing any matters identified as significant by the

auditor, and stating what action has been taken or intends to take with respect
to those matters.

The Act requires that an audit committee is to consist of a minimum of 3 members and in that
situation all must be council members. Where a committee consists of more than 3 members
then a majority of those members must be council members. Local governments may decide to
appoint a committee involving only elected members or they may appoint one or more persons
who are external to the councdil. If a council considers it appropriate, the whole council can be
appointed to the audit committee. If the local government wishes to appoint one or more persons
other than elected members to the committee, which is recommended, it should ensure that they

have the requisite knowledge and skills to provide benefit to the committee.

TASMANIA

EXTERNAL AUDITS

The Auditor-General is mandated to be the external auditor for councils in Tasmania under the

Audit Act 2008 (TAS). The Auditor-General may also conduct performance audits and compliance
audits. Performance audits examine whether local government entities are carrying out its
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activities effectively and doing so economically and efficiently and complaint audits are aimed at
ensuring compliant with directives, regulations and appropriate internal control procedures.

The Tasmanian Audit Office reports to Parliament on the outcomes of financial audits, including
an analysis of council aggregated financial results and key sustainability indicators, an assessment
of cash balances held and a comparison of actual capital expenditure against budgeted amounts.

AUDIT COMMITTEES

The Local Government Act 1993 (TAS) requires councils to establish an audit panel. The Local
Government (Audit Panels) Order 2014 (the Audit Panel Order) sets out the minim requirements of
an audit panel to consider in a review of a council's performance, including—

Whether the annual financial statements of the council accurately represent
the state of affairs of the council.

Whether and how a council's strategic plan, annual plan, long-term financial
management plan or a long-term strategic asset management plan, are
integrated and the processes by which assumptions under which, those plans
were prepared.

The accounting, internal control, anti-fraud, anti-corruption and risk
management policies, systems and controls that the council has in relation to
safeguarding its long-term financial position.

Whether the council is complying with the provisions of the Act and any other
relevant legislation.

Whether the council has taken any action in relation to previous
recommendations provided by the audit panel to the council and, if it has so

taken action, what that action was and its effectiveness.

The Order prescribes a range of functions of an audit panel that extend well beyond the financial
aspects of a council. It is necessary for an audit panel to review council performance with

respect to corporate governance, legislative and policy compliance, procurement activities, risk
management and internal control and decision making.

Membership of an audit panel must comprise between three and five members. If the panel has
4 or 5 members, at least 2 must be independent; or if the panel has 3 members, at least one must
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be independent. The Chair must be an independent person, and members may be appointed

for a period of one to four years, and can be reappointed once their term expires. In appointing
an independent person as a member, the council is to ensure that the person possesses good
business acumen and sound management and communication skills, and may take into account
other relevant knowledge, abilities and skills of the person including, but not limited to knowledge
and expertise in the areas of audit practices and financial management, knowledge and
experience in relevant industries, and experience with governance processes including, but not

limited to, risk management.

Audit panels must meet a minimum of four times each financial year.

NORTHERN TERRITORY
EXTERNAL AUDITS

Like South Australia, councils are audited by private sector auditors in the Northern Territory.
AUDIT COMMITTEES

The Local Government (Accounting) Regulations require councils to establish an audit committee
to monitor compliance by the council with proper standards of financial management and
compliance by the council with those regulations and the Accounting Standards. The Department
of Local Government and Regions issues general instructions pursuant to regulation 7 of the
Regulations. The Audit Committees General Instruction provides that the composition of an audit
committee should ideally comprise of at least three members and that the chairperson must not
be a member of the council or amember of the council’s staff. The audit committee should have
the relevant skills and knowledge of council and an understanding of its finance and governance
arrangements, however, there is no mandated requirement for audit committee members to be
formally qualified in accounting or a related field.
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# Generally opposed.
Will depend on the detail.
# Generally supported.

OLG Ref No. OLG Proposal

Reform Area 1: Stronger Council Member Capacity

And Better Conduct

Clearly separate behavioural matters from Integrity
11

matters in the legislation.

12 Include standards of behaviour in the legislation,
allowing councils to adopt more detalled 'examples
of behaviour'

13 Continue to give councils flexibility to deal with

behavioural matters

14 Provide principal members with enhanced powers
to deal with disruptive behaviour at meetings

15 Enable escalation of serious behavioural matters to
: an independent body

LGA discussion notes

The Ombudsman and ICAC are the appropriate bodies to deal with
serious integrity issues. However, their processes take time and
councils need fair and efficient processes to quickly resolve
behavioural issues (eg bullying & harassment).

The legislation should contain clear standards and expectations.
There should also be real and speedy consequences, for councillors
who breach the rules.

Q: Should the same standards of behaviour apply state-wide or should
councils set their own standards?

The LGA agrees that councils should have clear behaviour policies
and should try to resolve matters intemally, before they are referred to
an extemal conduct tribunal.

There is strong (but not unanimous) support across the sector for
clarifying the role of Mayors and ensuring they have the powers
necessary to chair meetings effectively.

There is a wider spread of views, on the role of Mayors, more
generally.

Q: Should Mayors have the power to temporarily exclude elected
members from council meetings? In what circumstances should these
powers be exercised?

Agree. The LGA supports ‘Prevention to intervention’ strategies.
Whilst councils should try to resolve disputes/issues at first instance,
there need to be real consequences for elected members whose
conduct does not meet behavioural standards.

Q: Should a council be able to refer less-serious matters to the
independent body if (for example):

 the behaviour is on-going; or

» internal council processes have failed to resolve it?

Q: How should the Act deal with frivial or vexatious complaints made
by elected members?

Town of Gawler Proposed position

Council supports additional darity and
separation between behavioural and integrity
matters.

Council supports the provision of clear
behavioural standards and expectations being
disclosed, but also with the ability for a
Council to adopt more detailed examples of
behaviour.

Support

Council supparts this proposal in principle.

Concur with the comments made by the LGA.

A Council should be able to escalate a less-
serious matter to an independent body if the
behaviour is ongoing or the Council's intemal
processes have failed to resolve it.

How the Act should deal with trivial or vexatious
complaints made by elected members is less
clear, as an opinion of what is frivial or
vexatious can at times be subjective.
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® Senerally opposad.

‘Wil depend on the detail.

W Generally supported.

1.

Simpiity e conflict of Interest provisions by
eEtabishing ‘matarial and 'non- material’ conflicts

The ‘conflict of iInberest’ madael In the Local Government Act s
unnecessarly compilcated and confusing. As a result, many
councliors do not participate In debates, when thelr expertise would
e valuable.

Simpification Is supported. However, a distinction between ‘material’
and ‘non-material’ conflicts may not be wseful.

HE Many elecied members have ongolng roles In other community
aorganisations.

Q: How can we manage conflict of Interest lssues wihaut determng
community-minded people Trom running for coundl and leglimatety
participating In gabates?

Further clarfty and simpification of the confllct of
Imer2st provislons would be welcomed.

i1r

SIMpiiTy B process by Which councll Members can
be exempt from conflict of Interest proviskons, or
s2ek approval to participate In a matter

Conflict of Interest rules should ensure that all relevant relationships
are deciared but showid nod prohibt participation In debate whers
duties owed 1o two onganisations do not actually ‘conflict.

Any clarty and simpification in this regard I
welcomad.

1.8

Clarify the appiication of conflict of Interest rules o
councll committees and subsidiares

One set of conflict of Inferast rules should apply, whether at 3 councl
meaeting, a committes or at a cowncll subsidiary.

Support

Estaniish a new conduct management ramework
through

Model 1 - The clarfication of current kegisiation
Madel 2 - Using govemancs committees

Model 3 - Establishing a Local Govemnment
Conduct Commissioner

‘Wniist counclis should make eTorts o resolve behavioural lsswas at
first Instance, thers will be tmes when these processes fall. At
present, Mere are few real conseguences for poor behaviour.

In those casas, where councll processes hawe not succeaded, thare s

a need for an Indepandant body that can make a speady decishon,
with the ablity io Impose appropriate sanciions, enabling the councll
o mowe past the lsswes and to get on with business.

@: Which I5 the prefemed model for managing conduct?

@: Could the existing amangements work [ the leglslation was clearer
OF QoWemancs committees were created?

@: I an Independent body Is created (Model 3), what would an Ideal
madel ook IIKe? £g: Who should appoint Commissloners? Wha
should pay far it?

Any clarity and simpifcation of leglsiation In
ﬂ'llBI'Egﬂ'ﬂ |= welcomed.

Council would support the develooment of an
Indepengant body or Commissianes I the
Intent Is that Individual Counclls don't

nead to conduct thelr own Investigations, and
thus not Incur significant costs (legal costs)
then such a commISElon wolld De supported.

The mode] would provide for conslstency
across the sactor and would provide 3
simpler and more cost effective approach,

The establisnment of 3 Gowvernance
Committes (2. Modal 2) would craate yet
another leval of adminisirative and leglsiative
complance for a Councll, withaut ad@tonal
pOWers this model would not provide any
change to the curment systam and Is
consequently not sUppoTed.

The creation of a ‘Commissioner, funded by
the local governmant sachor as suggested In
the Discussion Paper, would appeario b2 a
matberd'uusl-ﬁrimng' b Local Governmeant,
given the Ombudsman's Offce 15 saparately
fungad by the State Govemment. On this
basks, and given the existing role of the
Cmibudsman OMce, It 15 nat supporied.
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# Generally opposed.

Will depend on the detail.

# Generally supported.

113

Clarify the role of council members to recognise
their responsibllity to ensure good working
relationships within the council, and to support the
conduct management framework

Clarify the role of council members to
recognise their obligation to complete
mandatory training

Clearly state the role of the principal member
as a leader of the council, particularly in
ensuring good working relationships within
the council

FProvide directly elected Mayors with a
deliberative vote on motions before council.

Establish a mandatory training scheme within
the regulations

Establish a timeframe for the completion of
mandatory training and a penalty for non-
compliance

Q: How should the role of council members be expressed? General
principles? Black-and-white rules? Both?

Q: Should the duties of members continue to be expressed in the Act,
Code of Conduct? Or should these be consolidated?

Mandatory training for elected members is supported by the LGA.

Qs:

* How can mandatory training be improved?

* What penalties should apply, for members failing to complete

the training? Is it ‘Misconduct'?

There is widespread support for clarifying the role of Mayors and
ensuring they have the powers necessary to chair meetings
effectively.
Q: What level of prescription should the Act contain, about Mayoral
powers?

This idea has not been previously considered by the LGA.

At present Mayors receive either a deliberative vote (along with all of
the elected members) or a casting vote (only used if a vote is tied).

Q: Should all Mayors have a deliberative vote but no casting vote (so,
if there is no majority, the motion fails)?

Q: Should Mayors have two votes (a deliberative and casting vote)?
There are some council issues that all councillors should receive

training in. However, different councils have different priorities and
different training needs. These change over time.

Q: What training components should be specified as mandatory?

Whilst a deadline can be a useful spur to action, any requirement
should have some flexibility built in (eg in cases of illness or
exceptional circumstances).

Support

Mandatory training should be a clear obligation
for all Members. Failure to complete training, for
established and new Members should have
CONSEqUEeNCEs.

Support.

Greater clarity and powers for the
Principal Member in chairing meetings
would support more productive and
effective decision making at Council
meeting.

Providing the Mayor with a Deliberative vote,
Casting vote, or both, is a decision for direct
consideration by Council Members.

Clear consideration needs to be given to the
responsibility and influence the chair has when
providing oversight of a meeting and a particular
matter and then also having the capacity to vote.

Mandatory training currently comprises four
modules as enshrined in the LGA Training
Standards for Council Members, including:

¢ Module 1 — Introduction to Local
Government

* Module 2 — Legal Responsibilities

+ Module 3 — Council and Committee
meetings

« Module 4 — Finandial Management
and Reporting

The retention of these elements as
mandatory items is deemed appropriate.

Support. Currently the LGA Training
Standards for Council Members allows 12
months (i.e. the first year of the four year
term of office) for mandatory training to be
completed, which is deemed sufficient
Ideally, in practice, it is envisaged that the
Mandatory training would be completed as
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# Generally opposed.
Will depend on the detail.
# Generally supported.

1186 Require councils to include independent advice
: on CEO selection and remuneration.

147 Give responsibility for determining CEO
’ remuneration to the Remuneration Tribunal of
SA.

118 Require councils to conduct annual
: performance reviews of CEOs, with
independent oversight.

119 Require annual performance reviews to be
’ completed before the extension of a CEO
contract.

Independent advice can add value to recruitment and remuneration
processes and is relatively common in councils:

Q: Is there currently a problem, requiring a legislative remedy?
Q: Wil independent advice prevent the recurrence of these problems?

Whilst members of the public are sometimes aggrieved about their
coundils the CEO an salary levels, it does not necessarily follow that
(i) the CEO is sub-standard; (ii) they make poor decisions or that (jii)
problems are so acute that legislative intervention is required.

The state government has not previously raised this issue with the
LGA and more information is sought about the potential benefits
compared with the costs to the sector.

Q: Should the Remuneration Tribunal make mandatory
determinations?

Annual performance reviews are generally a good idea but there can
be good reasons for not conducting these. More information is sought
about the potential benefits compared with the costs to the sector.

Q: Should it be mandatory for councils to annually review their CEO's
performance?

Annual performance reviews are generally a good idea but there can
be good reasons for not conducting these.

More information is sought about the potential benefits compared with
the costs to the sector.

Q: Should a performance review be mandatory, before a CEO
contract is extended?

soon as practicable after each Council
election.

Do not support.

The appointment of the CEO should remain
with the Council Members and Council as
Elected. It is the Members of Council who
best understand their communities and the
credentials of a CEO needed to ensure the
best person is appointed to then succeed in
the CEO role. Council as a whole needs to
own the decision when appointing a CEO to
ensure consfructive relationships are in place
throughout the term of the CEO's confracted
employment.

Support.

The establishment of such a model in other
distinctions throughout Australia has shown
to establish independent benchmarks for
salaries to be applied and thus removes
scope for significant variations between
comparable councils based on budgets,
employee numbers and other related
matters.

CEOs performance should be an ongoing
discussion and reference point for Councils.
Scheduled performance discussions should
occur once a guarter with whole of year reviews
occurring on an annual basis. Independent
oversight on a ongoing basis is not supported.
However, independent involvement on say a bi-
yearly basis is encouraged to provide a different
perspective and market input.

Support.

Councils should have a contemporary
understanding of the CEOs performance and
be satisfied that satisfactory performance
levels are being achieved before a contract
extension is approved.
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Will depend on the detail.
# Generally supported.

1.20 Require councils to receive independent advice
’ before terminating a CEO contract.

Reform Area 2: Lower Costs And Enhanced
Financial Accountability
21 Require audit committees to have a majority of
) independent members, and an Independent chair.

29 Strengthen the role of audit committees in councils'
) external audits, through oversight of the
appointment of the auditor and determining the
scope of the audit, and as the chief liaison point
with the auditor.

In some cases, independent advice would be useful. In
uncontroversial cases, the expense might not be justified.

Mare information is sought about the potential benefits compared with
the costs to the sector.

Q: Should it be mandatory to seek independent advice, before a CEO
contract is extended?

This change is prudent but many regional councils struggle to find
qualified audit committee members. So, some flexibility is required.

Q: Feedback is sought from councils on the implications of these
proposals.

Support

Particularly legal advice relative to
ensuring the contractual obligations
are met and decisions are made
based on actual performance
concerns as opposed to perceived
matters.

The increase in the number of independent
members on Audit Committee’s at the
expense of Council Member representation
is not supported. Local knowledge and
representation is vital to ensure
considerations and decisions occur within a
local context.

It is widely accepted that appropriately
qualified and experienced independent Audit
Committee Members are of considerable
value to a Council, relative to the myriad of
key matters that fall within the statutory
terms of reference of an Audit Committee.

Currently, the Town of Gawler Audit
Committee is comprised of two Independent
Members and three Elected Members
(including the Mayor).

Maturally, should the number of Independent
Members be increased there will be a
nominal increase required in the budget to
fund the additional fees payable.

« Given the external audit contract
with Dean Newbery & Partners
expires at the completion of the
2018/19 external audit, Council has
recently tendered for this service.

* The extemal audit tender
specificaion was considered and
reviewed by the Audit Committee
at its meeting held on 8 August
2019.

* The two independent members of
the Audit Committee have been
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# Generally supported.

included in the Tender Assessment
Panel for the appointment of
Council's external auditor.

+ The Audit Committee currently
receives all Management letters
from the external auditors and
meets with the External Auditors on
an annual basis.

On this basis, the proposal as outlined is

supported.
23 sgg;:;;i?‘“tg'tlﬁfe'?g‘;'}ffjt‘gr(rfci‘;rste": the councifs SA councils have very different levels of size, complexity and business »* Since 2016, the external auditors of a Council
activities. These require differing levels of intemal confrols and audit have also been required to provide an audit
reporting. opinion relative to the financial internal controls

{i.e. not simply the annual financial statements).

Q: Feedback is sought from councils on the implications of these
9 P Given the increasing level of facus in this space,

roposals.
prop the proposal as outlined is supported.
24 Requile audt commitiee Members 1o have This is broadly consistent with the LGA's approved position. Whilst a In principle support, however noting the need to
P b P : useful aim, it is not always possible fo attract a diverse range of acknowledge the importance of Council Member
experienced skill sets, to some councils. skill sets and experiences ensuring local

knowledge and representation is incorporated
and respected as a key contributing factor to the
operations of the Audit Committee. Ultimately the
scope to further consider this variation is
dependent on the detail specified within the
proposed legislation.

25 Allow counclis to form reglonal audit committees #  Opporiunities o share resources and expertise across a number of * Supported.
councils should be explored.
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26 Require the Auditor-General to oversight all council
audits.
27 Create ‘audit and risk committees' that play an

expanded role in councils' financial management and
performance. This could include-

Reviewing councils' risk assessments and controls.

Providing comment on councils' rating policies and
practices.

Reporting to council on its use of public resources.
Reporting to councils on prudential matters.

Performance monitoring of councils

The LGA understands that the Auditor-General could not take on this
exira work without extra resourcing. So, this proposal would
significantly increase costs to councils, as demonstrated by interstate
experiences.

It is also very likely that the Auditor-General would out-source this
extra work. In effect, the work may end up being done by the same
external auditors who currently audit councils.

The Auditor-General already has existing broad powers to audit
councils and a broad discretion, as to the use of these powers. They
can perform spot checks and can pursue the expenditure of any public
monies.

The standard of existing council audits is generally high and
improving.
Councils are already overseen by audit committees, auditors, ICAC,

the Ombudsman, the OLG, the Minister, the Parliament and their
ratepayers.

It would more valuable to focus on enhancing the quality of existing
audit processes.

Councils already have rigorous risk management confrols and
extensive reporting obligations. Previous LGA papers have
contemplated the expansion of the role of audit committees.

Q: Would expanding the focus of audit committees dilute the current
focus on finandal management and integrity?

Q: Are there any new/additional areas of focus for an audit committee
that should be mandatory?

*

Concur with the comments made by the LGA.

Given the quality of existing external audits is
high, and the other factors outlined by the LGA,

this proposal would only lead to additional
costs being incurred by Coundils', for no
material or tangible additional benefit, which

would at face value appear to be at odds with

the recent State Government and industry
focus on achieving efficiencies for the Local
Government sector.

Council's external auditors are required to
conduct their audits in accordance with
Awustralian Auditing Standards.

The Terms of Reference for the Town of
Gawler's Audit Committee already
encapsulates the effectiveness review
of Council's risk management systems,
with regular periodic reports already
being tabled to the Audit Committee.

The scope to further expand the role of
the Audit Committee as proposed
should not be at the expense of
Council's Elected Member body who
have been appointed on behalf of the
community to provide oversight and
direction relative to resource allocation
and prudent governance.

The Administration is of the view that
expanding the focus of Audit
Committees should not dilute the
current focus on financial management
and integrity. It is noted that this has
certainly not been the experience for
Town of Gawler, given that our Audit
Committee is already providing key
oversight and review of areas outside of
financial management (e g. risk
management, policy review, review of
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Will depend on the detail.
# Generally supported.

28 Require the chair of the ‘auditand risk committee' to
" provide a report in the council's annual report on
governance standards and compliance.

Require councils to develop and adopt a funding

29 policy that would be reviewed by its audit and risk
committee.
A Require councils to release a summary of their draft

annual business plan that states the proposed
increase in total general rate revenue, and the
reasons for this increase

The additional reporting requirement is probably unnecessary and a
duplication of the existing report provided by audit committees.

Q: Should it be mandatory for audit committees to focus on
‘govemance standards and compliance’ and, if so, how should this
be reported?

The LGA's May 2019 submission on LG Reform recommends councils
have a ‘revenue policy'.

Q: Should a funding or revenue policy be mandatory?

‘Total general rate revenue’ is influenced by many factors, such as
growth in the number of ratepayers. A council could increase their
rates by less than CPI but nevertheless generate increased revenue
greater than CPI, e g. because of population increases.

A more important aim, is for each council to have a robust Long-term
Financial Plan, which should focus councils on longer term planning
and reduce the pressures imposed by the electoral cycle.

The local government sector wishes to avoid pointless reporting and
‘doubling-up’. The sector hopes to have discussions with the state
govemment about cutting some of the ever-increasing red tape, so we
balance the need for transparency and accountability, on the one
hand, with council priorities of efficiently providing services to our
communities.

Local Government Performance
Excellence Program results, review of
Asset Management Plans, etc)

Concur with the comment of the LGA.

The role of the Audit Committee is already
considerably extensive, and the
Administration is of the view that the focus of
the Committee (i.e. financial management,
risk management, review of various
documents incorporated within Council's
Strategic Management Plans, etc.) should
ideally remain as is.

The LGA's Financial Sustainability Information
Paper 20 — Rating and Other Funding Policy
Options indicates that each Council should have
a Funding Policy.

Council already has a Funding Policy in place,
which was first adopted in October 2013 and
replaced the previous Funding & Debt
Management Policy

Consequently, should the legislation utimately
dictate that a Funding Policy is required, it is
envisaged that there would be no impact on
Council

Concur with the comments of the LGA.

Itis already an existing legislative requirement
for each Council to consult with its community
on its draft Annual Budget / Business Plan.

Further, Section 123 Annual Business Plans
and Budgets of the Local Government Act
1999, already prescribes that, inter alia, the
Budget/Business Plan must:
« Set out the rates structure and policies for
the financial year; and
« Assess the impact of the rates
structure and policies on the
community based on modelling that
has been undertaken or obtained by
the Council.

Consequently, the Council is of the view that
this proposal would simply create additional
‘red tape’ and further legislative compliance
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# Generally supported.

211 If a council's proposed increase in total general rate
) revenue is above a prescribed level (such as the
Local Government Price Index), require its audit
and risk committee to provide a report to the council
on the reasons for this increase.

Create 'governance committees' to provide

212
independent advice to councils on critical
management policies, processes and actions,
potentially:
= Counclls' compliance and governance policles.

= Councils' policies to improving ethical standards
across councils and reduce fraud and corruption

« Councils' strategic management plans, and on
progress to deliver priorities, particularly onthe
management of significant council projects.

« Council member conduct-both on policies and
processes to Improve it, and on specific
%mduct matters {as described in Reform Area

« (CEO appointment and management (as described
in Reform Area 1).

‘Total general rate revenue' is influenced by many factors, such as
growth in the number of ratepayers.

The focus and resources of auditors should not be needlessly diverted
to irelevant or non-productive tasks.

Councils already have a significant range of mandatory policies,
processes, reporting obligations, committees and auditing
requirements. They devote enormous and increasing resources to
‘govemance’ and are already under multiple layers of scrutiny.

Councils already receive advice on governance from their
administrations and through their membership of the LGA.

As part of their LGA membership, councils are provided with a
comprehensive suite of model policies, guidelines and resources to
assist them to meet their legislated governance responsibilities.

An additional council committee would add a further level of red tape,
adding little extra value.

issues, of no tangible benefit whatsoever, for
each Council.

Concur with the comments of the LGA.

With Town of Gawler being a major growth
Council, annual increases in the value of tofal
General Rate revenue levied will invariably
always be above relevant industry indices
(e.g. LGPI, CPI, efc.)

The Town of Gawler has continually, and
deliberately, separated and reported any
annual percentage increase in total General
Rate revenue between the base increase
from existing ratepayers and any percentage
increase from growth (i.e. new ratepayers).

Consequently, the Administration is of the
view that this proposal would simply create
additional ‘red tape' and further legislative
compliance issues, of no tangible benefit
whatsoever, for each Council.

Concur with the comments of the LGA.

Council already has appropriate systems in
place to manage its governance
responsibilities.

As part of an ongoing continuous
improvement ethos, the Administration has
recently established a Project Management
Governance Group, to improve and
enhance the oversight and delivery of key
projects.
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Reform Area 3: Efficient And Transparent
Local Government Representation
Change the timing of periodic councll elections to

31 the year following a state election. *
Enable ECSA to provide ballot papers

3.2 »
electronically.

33 Clarify that councils are responsible for information

. sessions about the role of a council member, and

that ECSA is responsible for election promotion.

14 Require councils to underake specific activities to

inform property franchise holders of their need to *
self-enrol, OR re-introduce the automatic
enrolment of property franchise holders.

A Nofice of Motion at LGA AGM Cctober 2018 to move the timing of
local government elections was lost (but similar motions have carried
in past). Discussion focused on the benefits of building relationships
with State Government during aligned terms.

Q: Should the timing of local government elections be changed?

Mote, the OLG proposal is only to replace long-distance postal voting
with a secure system for the online delivery and retumn of ballot papers
{which will require the printing, signing and scanning of ballot paper in
order to vote).

The LGA position advocates for the Act to enable full electronic voting
when a suitable model is approved by ECSA.

The Act should be amended, to enable electronic voting, when that
approval is given.

Q: Should the Act make clear that councils are not responsible for
election promotion?

Q: Should ECSA have an obligation to consult the LGA on its election
promotions?

The sector's submissions on this issue have changed on a number of
occasions.

The automatic enrolment of property franchise holders is a
considerable administrative burden for councils. Figures show that this
measure has only a small impact on voter turn-out {<2%).
Mevertheless, this measure has been popular with elected members.

Q: Should the requirements be reinstated?

The Town of Gawler does not have a position on
this matter

Support. Any initiative to facilitate increased
voter participation is warranted.

There is currently a lot of cross over
between Councils, the LGA and the
Electoral Commission.

Allowing one body to have carriage of the
process would provide for a simpler process
for the Community, and remove the
confusion as to who should be contacted at
varying stages of the elections process.

It is noted that for the 2018 election Council
paid the Electoral commission $105,000
(gstinclusive) to conduct the election on
Council's behalf. This is a considerable
investment to which it is considered
appropriate that the Commission take full
responsibility for the election including
promotion and awareness training for
candidates. Councils should be encouraged
to facilitate and participate in an advisory
role.

In previous Local Govemment elections,
Council has communicated the need for
property franchise holders to self-enrol. This
has included rates notice inserts, direct letter,
website, social media, email signatures
banners, Display of LGA promational Material
and notification to Gawler Business
Development Group.
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# Generally opposed.

Will depend on the detail.

# Generally supported.

3.5

3.6

3.7

3.8

3.9

3.10

3.13

Require ECSA to recelve all nominations and
publish candidate profiles.

Remove the term limit on holding the office of Lord
Mayor.

Require candidates to 'tick a box' stating whether
they live In the area they are contesting.

Require candidates to state whether they are a
member of a political party or any association or
body formed for political purposes, or have been
within the past 12 months.

Require ECSA to host all Information on donations
recelved by candidates.

Require candidates to report to ECSA any single
donations above a prescribed amount (for example,
$2,000) within five business days of receipt.

Enable all candidates to request an electronic copy
of the voters roll from the relevant council.

Remove the requirement for counclls to make a
'designated decision' within their caretaker policles
on the use of councll resources, in favour of a
statement within general caretaker responsibilities
that councll resources must not be used to
advantage particular candidates.

Extend the voting period by one week to better
allow for postal delays.

The Electoral Commission is the independent body conducting
elections. ECSA should remain in control of the integrity of the
electoral roll, handling of nominations and the promotion of elections,
generally.

The LGA will seek the views of the City of Adelaide in relation to this
proposal.

This proposal is supported by LGA policy.

This proposal is supported by LGA policy.

The Electoral Commission of SA is the independent body best able fo
collect and disclose candidate information.

LGA policy supparts the transparent and timely reporting of campaign
donations.

Q: Advice is sought from members about whether 5 business days is
areasonable timeframe.

Q: What should be the consequences for a breach?

The LGA position strongly supparts this change. Currently the Act only
allows for the supply of a printed copy, but some candidates who have
connections to political parties are able to gain access to the electronic
roll for the House of Representatives. The ability for some candidates
to access a digital copy of the voters roll is perceived as an advantage
over those candidates who are not connected to political parties. The
LGA's policy position supports a level playing field for all candidates.
Any provision of the roll should include a limitation thatit

only be used for the purpose for which it is provided.

LGA policy supports this proposal. It should help councils get on with
their business, most of which has little impact on election campaigns
for councillors.

The LGA supports methods for reducing the number of late postal
votes received by ECSA. It is arguable whether extending the voting
period is the right solution, so further consultation is needed about
other solutions.

Support

Council would also support the reguirement for
Candidates to provide a Working with Children
Check at the time of nomination. This is a
current requirement for Council staff and
volunteers and would be deemed appropriate
to be provided at the time of nominating.

Support — this was requested by Adelaide City
Council

Support

Support

Support

Support. Five (5) business days is a reasonable
timeframe for compliance.

Support

Support

Support

Item 11.1- Attachment 4

Page 126 of 583



Ordinary Council Meeting Attachments

24 September 2019

*

*

3.18

Generally opposed.
Will depend on the detail.
Generally supported.

Change the counting method to the 'exclusion
method'.

It a vacancy on a council Is created within 12
months of a periodic election, allow thisto be filed
through a 'countback’ of candidates.

Extend the period of time inwhich a vacancy does
notneed to be filled to 12 months before a periodic
election.

Enable counclls without wards, and with atleast
nine members, to ‘carry' two vacancies.

Simplity representation reviews, and make
public consultation requirements more flexible

Transfer the responsibility for representation
reviews tothelLocal Government Boundaries
Commission.

The LGA does not have a policy on changes to the vote counting #*
method and is seeking member views on this proposal.

The ‘Exclusion method' means that where candidates receive more
than a quota of votes, or they are eliminated, their preferences are not
distributed. Rather, the candidates with the least amount of votes are
always eliminated until there are the same number of candidates as
positions. This may lead to unfair results: eg: The first candidate on a
ticket' receives two or three quotas (ie enough votes to elect two or
three councillors). However, in the exclusion method, these votes over
quota are ignored. The people who are second and third on the ticket
do not get elected, as they receive fewer (first preference) votes than
other candidates.

Q: What issues are associated with using/not using the exclusion
method?

Q: Is reform wamranted?

By-elections to fill casual vacancies take up a lot of time and cost #*
ratepayers large sums. Councils are generally supportive of any

measure designed to reduce supplementary elections, while

maintaining democratic integrity.

By-elections to fill casual vacancies take up a lot of time and cost #*
ratepayers large sums. Councils are generally supportive of any

measure designed to reduce supplementary elections, while

maintaining democratic integrity.

By-elections to fill casual vacancies take up a lot of time and cost #*
ratepayers large sums. Councils are generally supportive of any

measure designed to reduce supplementary elections, while

maintaining democratic integrity.

The current arrangements are prescriptive and expensive. In #*
particular, the current processes often result in councils having to

undertake multiple rounds of time-consuming and expensive

community consultation.

The LGA has (Feb 2018) called on the state government to work with *
ECSA, the LGA and councils to review the technical and process
issues and decision-making structures for representation reviews.

Q: Should representative review decisions remain the responsibility of
council?

Support.

As noted in the Discussion Paper, the Electoral
Commission of SA conducted recounts of ballot
papers from six Council elections to determine

the potential effect of this reform proposal.

Across the six Councils, this recount identified
only one instance of where a candidate, who
was elected, would not have been elected
under the proposed ‘exclusion method'.

On the basis that the ‘exclusion method'is a
simpler and faster method of counting votes,
then its introduction would appear warranted.

Support. The cost of supplementary Council
elections to a Coundil is signfficant (e.g. the
2011/12 Supplementary Council election cost
over $28Kk).

Support

Support

Support

Support
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# Generally opposed.
Will depend on the detail.
# Generally supported.

3.20 Suspend councll members running for State
’ Parliament for the duration of the election
campaign.

Reform Area 4: Simpler Regulation

Community Engagement
a1 Replace the prescriptive community engagement
requirements in the Local Government Act with a
more flexible 'Community Engagement Charter'.

42 Review the requirements for counclls to publish
: notices

Internal Review of Council Decisions
43 Allow councils to refuse a request for an Intemal
: review of a council decision where the request is
substantially similar to a matter that has been
reviewed, or Is under review through another
process.

a4 Enable counclls to charge a small fee for internal
: review requests.

45 Set a time limit in which requests for Intemal
: review of decisions can be made.

46 Require councils to consider recommendations
. for improved administrative practices in their
annual report on internal reviews.

The LGA position (October 2018 OGM] is: “Any local govemment
elected member on nomination, endorsement or dedaration of
candidacy for any position in State or Federal Parliament shall for the
period of suspension to only be from when the nominations are lodged
and accepted to the election outcome and that the elected member
take leave of absence during this ime and have all allowances
suspended. This should include provision of motor vehicle and other
support. The LGA will liaise with the Minister for Local Government to
determine any further detail that makes the intent of this motion
acceptable and enforceable”

We look forward to working with the state government on a complete
overhaul of the complex and prescriptive consultation reguirements, in
favour of a more flexible best-practice approach where the type of
consultation undertaken can be tailored to the scope and complexity
of the issues involved.

There are a wide range of ways that information can be provided to
the community. More flexibility is welcomed.

The legislation requires councils to devote considerable resources
each time a council decision is reviewed. There is no point wasting
ratepayers' dollars, to repeat a process that has already been
undertaken.

Q: Should this flexibility be extended to trivial and vexatious requests?

The official LGA position (OGM October 2018) supports this change.
This reflects the costs to councils, when following the requirements in
the legislation, each time a review of a council decision is requested.

Q: Where a complaint is upheld, should the fee be refunded?

In a democrafic environment, not everyone will agree with every
dedsion. We note that all courts have time limits for making appeals
and this provides certainty, for all involved, even those who disagree.
Similarly, councils need to make decisions and move forward in
implementing those decisions with a reasonable degree of certainty.

Q: What are the benefits of this change and do these outweigh the
further additions to councils' requlatory Ted tape’ burden?

Support

Any simplification in this regard is welcomed.

Clarification is sought regarding the interface
between the formulation of community
engagement charters to be prescribed under
the provisions in the Local Government Act to
the need for Councils to comply with the
community engagement charter as prescribed
by the Development Act

Any simplification in this regard is welcomed.

Concur with LGA comments. Given the costly
and time consuming process of undertaking
internal reviews for a Council, the proposal
should also be extended to trivial and
vexafious requests.

Concur with LGA comments. The introduction
of a nominal fee is supported to deter trivial
and vexatious requests. However, if a
legitimate complaint is upheld, it is appropriate
that the fee be refunded.

Concur with LGA comments. A six month time
limit, as suggested in the Discussion Paper,
would be appropriate.

This proposal would simply increase the
legislative compliance burden for a Council,
for no immediate tangible benefit.

Item 11.1- Attachment 4

Page 128 of 583



Ordinary Council Meeting Attachments

24 September 2019

# Generally opposed.
Will depend on the detail.
# Generally supported.

Informal Gatherings and Discussions
a7 Remove the ‘informal gatherings' provisions in the
. Local Government Act, in favour of establishing a
new category of meetings, such as 'information or
briefing sessions'.

48 Require councils to publish details of information
- sessions held, what was discussed, who
attended, and whether the session was open or
not.

Register of Interests

4.9 Compile all councll members' registers of interest
into one, simple plain English form.

4.10 Publish council members' Register of Interests in
full on the council website (with the exception of
specific residential address Information).

Publication of Information
411 Require counclls to publish any document that is
currently available ata councll office on its
website (with the exception of the Assessment
Record)

412 Remove the requirement for councils to
have documents 'available for
inspection’, but require them to print a
copy at request (for a fee).

The existing sections of the Act and the Regulations are confusing.
Councillors worry that legitimate conversations about the business of
the council, will land them in trouble. We need to find a way to
promote transparency in councils without criminalising legitimate
conversations.

Q: Does changing ‘informal gathering' to ‘information or briefing
session’ address the issues that have been experienced and identified
by councils?

Councils and councillors take part in many ‘information sessions and
other discussions caught by s90 of the Act. Requiring a report to be
made of each would create a significant additional administrative
burden, which would put an upward pressure on rates.

Q: What are the benefits of this change and do these outweigh the
further additions to councils' requlatory ‘red tape’ burden?

The local government sector is eager to work with the state
govemment on darifying and simplifying the register of interests and
many other reporting requirements.

Q: What are the benefits of this change and do these outweigh the
further additions fo councils' regulatory ‘red tape' burden?

This proposal should be part of a general conversation about the
information a council is required to place on their website. The costs of
administering these changes should be fully understood, before
proceeding.

This proposal should be part of a general conversation about the
information a council is required to place on their website and/or have
available for inspection.

The provision of addtional clarity in this regard
is welcomed.

Concur with LGA comments. This proposal
would simply add to a Council's already
considerable legislative burden, for little or no
material tangible benefit.

As Members will be aware, there is already a
considerable number of registers that they are
required to complete. Further, it is acknowledged
that the existing registers are lengthy and can be
confusing to complete.

The reform proposal to consolidate such registers
into one simple, plain English, document is
supported, and would reduce the amount of staff
time faciitating and managing existing
requirements.

Concur with the LGA comments.

Concur with the LGA comments. Councils
already have to publish a vast array of
documents on their websites.

Maintaining current ‘hard-copy’ versions of
multiple registers and documents at the front
counter is time consuming and inefficient,
particularly given the very limited number of
requests. In many instances, to ensure
appropriate version control, the Administration
now only maintains the registers in Council's
electronic Records Management system, which
can readily be produced in ‘hard-copy at the
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# Generally opposed.

Will depend on the detail.

# Generally supported.

4.16

Include a single list of all material to be published
on a councll's website in the legislation.

Community Land Revocations
Create two categories of community land
revocation proposals within the Act
(‘administrative' and 'significant’) and require

Ministerial appraval only for ‘significant' proposals.

Enable limited amendments to Schedule 8 to allow
minor changes to the management of prescribed
land.

Clarify that counclls do not need to undertake
community land revocation proposal where the
councll's care, control and management of the
land has been withdrawn under the Crown Land
Management Act 2009.
Enable a council to revoke the classification of
land as community land where owners cannot
reasonably be found.
Provide a mechanism to allow counclls to acquire
private roads where the owner consents, where
the owner is deceased or where the owner
cannot reasonably be found and to allow the
councll to retain or transfer the land to another
party.
Authorisations and Permits for Use of Council
Roads

Throughout the Act there are many individual requirements to publish
material on a council's website. A consolidated list of all these
requirements could be very useful.

The local government sector agrees that the current arrangements are
complex and in need of reform. Councils shouldn't need to go to the
Minister every time they propose a minor change to the way they use
land under their care and control.

Q: Would it be preferable to create two categories of community land:
‘administrafive’ and 'significant'?

Councils should be able to make minor changes to the management
of prescribed land, without embarking on a complicated approval
process.

This appears to be a sensible proposal to cut red tape.

This appears to be a sensible proposal to cut unnecessary red tape.

This appears to be a sensible proposal to cut unnecessary red tape.

*

front counter if requested.

The need for Council's to provide hardcopies of
Councils Annual report should be removed.
The State Library has advised that they do not
wish to received hardcopies only softcopies.
The Act should be updated to reflect the
changing environment allow greater fiexibility in
the provision of such documents. This change
would be cost saving for Council and reduce
the impact on the Environment

Supported

The existing ‘one size fits all’ approach is not
appropriate, noting that the process for seeking
the revocation of community land status is very
time consuming, complex, and costly.

Consequently, the creation of two separate
categories (e.g. minor and major), with
appropriate different legislative requirements, is
welcomed.

Concur with the LGA comments.

Concur with the LGA comments.

Concur with the LGA comments.

Concur with the LGA comments.

Item 11.1- Attachment 4

Page 130 of 583



Ordinary Council Meeting Attachments

24 September 2019

# Generally opposed.
Will depend on the detail.
# Generally supported.

Reviewthe public consultation requirements that
4.19

apply to permits and authorisations, in line with a

new community engagementapproach.

*

4.20 Remove specific provisions regarding mobile food
: vendors, in favour of a 'general right of appeal’
where a coundil has unreasonably affected a
business.

Other areas for Reform (further discussion items put forward by the LGA)
LGA1 Increase the maximum penalty under a council by-law. #*

Performance Management

LGA2 *

LGA3 Prescribed format for Asset Management Plans and *
Long-Term Financial Plans

LGA4 Developer contributed assets *

Councils support reform of community consultation arangements, in
particular, o enable councils to take advantage of new technology.
Councils also need flexibility in the way they consult: not every issue
requires the same approach.

The approved LGA position opposes a uniform approach across the
State and supports greater council discretion/flexibility in regional
areas.

The current maximum of $750 has not increased since 1999. This
means the maximum permissible expiation fee (at 25%) is only
$187.50.

The SA Productivity Commission are considering recommendations
on mandatory performance management systems, to enable councils
to compare performance and identify areas for improvement. Whilst
there are risks, a carefully constructed performance management
system could add value to the sector, eg if:
« Information is gathered automatically from existing council
systems.
« Information is collected centrally and then used to report to
govemment departments (in accordance with myriad Acts).
« This can reduce duplication of council reporting requirements.
« Information is systematically analysed (eg by LGA) toprovide
insights and advice to councils.

There is currently no standard format prescribed in the LG Act for a
consistent approach to asset management planning and long-term
financial planning. This makes it difficult to synthesise information from

different councils or to apply a minimum standard for these documents.

There is a perception that councils have to accept an asset when it is
offered for free from a developer, but councils do not have to accept
an asset and may undertake a prudential report to ensure itis up to
standard and financially viable for council to maintain. Accepting an
asset has long-term financial implications for a council and prudential
management issues should be considered prior to a council accepting
an asset. Section 48 of the Local Government Act 1999 could clarify
the right of council fo undertake a prudential report and/or dedine an
asset.

Recognition that the ‘one size fits all’ approach
relative to the provision of road permits is not
appropriate and efficient is welcomed.

Council is in support of the need and desire to
have mobile food vendor businesses operating
that add to the experiences in the community
particularly at community events and such other
opportunities. However, the presence of such
mobile businesses should not be at the expense
and operating sustainability of conventional ‘brick
and mortar businesses.

Supported

Council Administration acknowledges the
benefits of implementing a consistent
performance management system across the
sector. Any standardised performance
management system meets the requirements
of all councils.

Any clarity and simplification in this regard
would be welcomed. However it will be
important to ensure that formats are
commensurate to the size and scale of
councils so that smaller councils are not
burdened with additional administrative
requirements.

Further dlarification relative to Councils being
able to not accept a developer confributed asset
would be welcomed.
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# Generally supported.

LGAS Rating equity for commercial and/or industrial land
uses
LGAB Regulations for section 245A of the Local Government

Act 1999 (Development Bonds)

LGAT Regulation 21 of the Local Government (Procedures
at Meetings) Regulations 2013

LGAS Management of unmade roads

LGA9 Community housing

*

*

Currently South Australian councils face considerable rating
constraints for selected major developments (e.g. wind farms,
feedlots, solar farms and mines) and exempt properties, resulting in
local communities paying more than their fair share to subside the
cost of servicing certain land uses. These constraints include:
« the inability to levy appropriate and equitable rates on
electricity generators (including wind farms and solar farms) as
a result of the exclusion of improvements such as electricity
generating plant and equipment from capital valuations under
legislation; and
+ the inability fo effectively categorise intensive land uses for
differential rating purposes, given the limited permittedrating
categories available under legislation

Regulations would safeguard council's infrastructure and enable
councils to recoup the cost of repairs, related to development damage.

The LGA requests amendment o regulation 21 to ensure proper
integration between regulation 21 and regulation 12(3) so that a
written notice of motion by a council member is not required. Thus,
upon council consideration of a CEO recommendation a motion
without notice by a member could action that recommendation at the
same meeting.

The Local Government Act 1999 and the Road Traffic Act 1961 do not
give councils appropriate powers to manage unmade public roads,
especially in rural areas. There are many ‘public roads’ laid out in old
rural subdivisions which have never been formed, or are no longer
used, and over time have been occupied by adjacent landowners.
Clearer statutory provisions are needed so council can effectively
close a road to all, or certain dasses of vehicles, and be able to
effectively enforce the road closures

The State Government is transferring public housing properties to
Community Housing Providers to fadilitate their upgrade and renewal.
This transfer makes properties eligible for a mandatory 75% rebate on
council rates, whereas the State Government previously paid full rates
on these properties.

The LGA advocates for legislative change to remove the 75% rebate
on council rates for community housing providers and that this portion
of rates continues to be paid for in full by the State Government

*

Concur with the LGA comments.

Supported.

A mofion to revoke a council decision should
be provided on Natice to allow Council
Member time to consider the implication of the
revocation. A Motion without Motice does not
allow Member due time to consider the
Motion. A CEO report to revoke a Motion is
always included as part of the agenda allowing
Members time to consider the Motion and
supporting information.

Supported.

Concur with the LGA comments. The financial
impact for Council in this regard has been
significant, with the level of mandatory rate
rebates increasing from $299k in 201415 to
$393k in 2019/20 (31% increase in 5 years).
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LGA10 Fees and charges

LGA11 Review the information required to be included in

Annual Reports

LGA12 Clarify the ability of the SA Register-General to
transfer the ownership of land, where there is a caveat

placed over the land.

The LGA advocates for review of local government fees and charges
regulated by the state govemment to establish modem price setting
principles which promote efficiency, flexibility and faimess in service
delivery.

A number of council reporting requirements have marginal value, at
best. Cumulatively, they represent a significant impost on council
resources and result in higher rates.

Examples incdude annual reporting on:

« coundil training programs;

« HR management programs;

« Informal gatherings (pursuant to section 90(2)).
The Register-General does not believe that he has the requisite
power. As a result, the statutory intention of 5184 is frustrated and
councils cannot sell land in cases on non-payment of rates.

#* Many fees prescribed by State Government do
not keep pace with increased costs incurred
(included increased costs as a direct result of
increasing legislative compliance measures).
Consequently, ratepayers are increasingly
subsidising the net cost of such services.

* Concur with the LGA comments.
Streamlining the amount of legislative
information that needs to be included in a
Council's Annual Report is welcomed.

* Supported
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Summary analysis of Information Requests within the methodology paper

For the most part, the LGA will be guided by comments from member councils. Where the LGA Secretariat does have comment on the proposed

methaodology, this is included below.

Approach to comparative analysis

The terms of reference for the inquiry require the Commission to analyse information on local government costs and the key drivers of these costs, as well
as to develop and analyse measures of local government efficiency and productivity.

The Commission is seeking information
and views on:

LGA Secretariat comments

Council comments

31 Is the Australian Classification of Local
Governments an appropriate way to
group similar councils for comparison?
Is there a better approach?

The proposed ACLG groupings, and aggregation levels, are identical to
those used by the LGA in charts located in the LGA’s annual Financial
Indicators Report.

While the LGA agree with ACLG groupings in favour of any other
approach, we question whether the proposed aggregation to four
groupings only is appropriate.

For clarity, ‘capital’ should be updated to refer to ‘capital city’.

ov.au/inquiries/inguiries/local-government-inguiry/methodolog

ECM 680496

LGA of SA

Productivity Commission Methodology Paper - Issues Paper

The classification of each Council under the
Australian Classification of Local Governments
(ACLG) is provided as Appendix 1. Based on
the Commission’s suggested approach,
Gawler will be included with 21 other Councils
(being predominantly Adelaide’s metropolitan
Councils) in the Urban (including capital,
development and fringe) category.

As acknowledged in the Paper, it is inherently
difficult to compare Councils, given each
Council has distinct and diverse
characteristics.

Utilisation of the ACLG is deemed appropriate,
however it is the Commission’s proposed
groupings within the ACLG that could be
questioned.

The Administration agrees with the proposed
rural Council groupings between Small-Medium
(20 Councils in total) and Large-Very Large (18
Councils in total).

Page 1 of 19
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However, the Administration proposes the
following altemate groupings relative to Urban
Councils:

e Urban Fringe (Small-Medium) & all
Urban Regional Councils (total 13
Councils, including Gawler)

» Urban Fringe (Large-Very Large) and
Urban Metropolitan (total 17 Councils)

The proposed Urban Council groupings by the
Commission split the 30 urban Councils into two
groups of 22 and 8. The Administration’'s
alternate Urban Council groupings results in
more comparable group sizes between the two
and effectively combines all metropolitan
Councils into one group.

In this scenario, Gawler would be grouped with
Adelaide Hills, Alexandrina, Barossa, Coober
Pedy, Mt. Barker, Mt. Gambier, Murray Bridge,
Port Augusta, Port Lincoln, Roxby Downs,
Victor Harbor and Whyalla.

32 Is the proposed ten-year timeframe to The proposed ten-year timeframe aligns with the timeframe cumently | The Administration is of the view a ten year
analyse costs and efficiency used by council’s to guide their Long Term Financial Plans and may be | timeframe should be the maximum utilised.
appropriate? considered appropriate.

33 Are there any other sources of data A copy of the LGA’s environmental scan of research/data relating to | The Administration is of the view that utilisation
that would help the Commission? financial management and cost pressures in South Australian councils | of the data held by the SA Local Government

previously provided to the Commission can be found at Appendix 2. Grants Commission, being a reputable and

long-established independent body with
extensive Local Govemment knowledge, Iis
appropriate.

Further, the annual data provided to the Grants
Commission by each Council is reconciled with
each Councils financial statements for
accuracy, thereby enhancing the integrity and
reliability of the data.

LGA of SA ECM 680496  Productivity Commission Methodology Paper - Issues Paper Page 2 of 19
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Analysing council costs
The Commission has been asked to conduct an analysis of local government costs and the key drivers of these costs.

To enable comparisons between councils and over time, some consideration will need to be given to the most appropriate way to treat the data. Some options
for presenting and analysing cost data include:

« analysing costs as total costs, unit costs or proportions of total costs;
» deflating time-series data by an appropriate deflator to enable comparisons across time; and
+ comparing costs across all councils or only similar councils. 2

The Commission is seeking information

and views on: LGA Secretariat comments Council comments
41 What are the key determinants or Possible drivers may include: Consistent with the Statement of Comprehensive Income,
drivers of council costs and how have * changes to scope of services and as noted in the Paper, the key determinants of a
councils’ costs changed over time? « changes in the environmentin which councils operate Council’'s costs are Employee Costs, Contracts &
« new legislated responsibilities Materials, Finance Costs and Depreciation. The level of

such costs are predominantly influenced by the range of
services provided and the service level of each service
provided. Council’s existing services are classified as
either Legislative, Regulatory, Core or Non-Core services
within its Service Range Policy.

4.2 What is the best approach to defining Reported expenditures from the SALGGC? as total expenditure | Consistent with the view of Drew, Korit and Dollery

and measuring costs for comparisons and expenditure by function may potentially be an appropnate (2015) referenced in the Paper, the Administration is of
across councils or through time? measure. the view that Finance (interest) costs should be excluded
from total costs used for an efficiency estimation, on the
basis that they are invariably costs incurred from previous
capital funding decisions, and also noting that the value
of capital works programs (which directly impact the level
of future finance costs) can be lumpy in nature.

* ratepayer preferences/expectations
* price increases (outside of councils’ control)
* thin markets (particularly in regional areas)

43 What is the most appropriate measure | Depreciation may potentially be an appropnate treatment of Given the very broad potential number of depreciation
of capital expenditure? ‘capital’ — particularly as there have been major distortions in methods available, as outlined in the Paper, the
councils’ capital expenditure stemming from ‘one-off’ Federal Administration is of the view that depreciation is not an
and State Government grant programs over the proposed ten- appropriate measure of capital expenditure. To remove
year period. the distortion caused by the lumpy nature of capital

expenditure, the Administration is of the view that
average capital expenditure over a certain years’ period

ov.au/inquiries/inguiries/local-government-inquiry/methodology-paper - Page 11
| Government Grants Cc n (SALGGC) - hitps:/'www.dpti.sa.gov.aw/local govtiLGGC

LGA of SA ECM 680496  Productivity Commission Methodology Paper - Issues Paper Page 3 of 19
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4.4 What measures of council service
quality are available?

CPI* may be an appropriate choice for a cost deflator. Other
options are LGPI or WPI®.

Possible examples may include:

* regular community surveys

s service reviews

» continuous improvement programs.

The voice of local government.

is an appropriate measure of capital expenditure (e.g. a
three year average).

Meaningful and readilly measureable elements In
determining the efficiency and quality of a Council service
are per directoutput, per rateable property, and per capita.

How to estimate local government efficiency

The Commission is required to develop and analyse measures of local government efficiency and productivity.

Productivity is simply defined as the ratio of the outputs that an organisation produces to the inputs that it uses.

Efficiency refers to the relationship between the quantity of inputs used and outputs produced.

An organisation is efficient if it produces the largest possible output from a given set of inputs or if it uses the least possible quantity of inputs to produce a

given level of output.”

The Commission is seeking information
and views on:

LGA Secretariat comments

Council comments

5.1 What is the experience of South
Australian councils in measuring and
monitoring efficiency?

* Consumer Price Index (CPI) - hitps:/www.abs. gov.au/ausstats/abs@ .nsfimf'6401.0

The LGA has commissioned advice on the technical terms in

the paper; this can be found at Appendix 3.

The experience of SA councils in measuring and monitoring

efficiency varies across the State, however as a minimum, SA

councils are required to:

* develop a Strategic Management Plan (including at a
minimum a Long Term Financial Plan and Asset
Management Plan for a period of at least ten years)

» develop an Annual Business Plan and Budget which
outlines amongst other things:

(i) the council's objectives for the financial year, and

(ii) the activities that the council intends to undertake to
achieve those objectives; and

(iif) the measures (financial and non-financial) that the
council intends to use to assess the performance of the
council against its objectives over the financial year

5| ocal Government Price Index (LGPI) - hitos//www. adelaide edu.aw'saces/economylapi
; Pl) - hitps:iwww. abs gov.au/ausstats/abs@ .nsfimf/6345.0

ov. au/inguiries/inguiries/local-government-inquiry/methodology-paper - Page 13

LGA of SA ECM 680496  Productivity Commission Methodology Paper - Issues Paper

The non-financial indicators reported to Council on a
quarterly basis invariably measure and monitor the
direct output performance of a service (e.g. number of
property searches processed, number of registered
dogs, number of expiations issued, number of Library
loans, etc.), which are effectively workload trend data,
as distinct from the efficiency of a service (i.e. the
relationship between the quantity of inputs used and
outputs produced).

More recently, Town of Gawler and other Councils
have been involved in State/National based
benchmarking initiatives, which will drive sector
comparisons, improved measurement and
performance monitoring.

Page 4 of 19
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52 Are there any examples of efficiency
monitoring programs in other
jurisdictions?

LGA of SA ECM 680496

* prepare an Annual Report which outlines amongst other
things:
(a) the council's performance in implementing its strategic
management plans during the relevant financial year, and
the council's projections and targets under its plans for the
next financial year;
(ab) the council's performance against its annual business
plan for the relevant financial year;
(b) the extent to which activities of the council have been
subjected to competitive tender or other measures to ensure
services are delivered cost-effectively, and the extent (if
any) to which the council has pursued policies for
purchasing local goods and services;

Possible other examples may include:
« audits/audit committees

s community surveys

* service reviews

* continuous improvement programs
* network groups (via sharing of info).

In addition, the LGA prepares an annual ‘Financial Indicators
Report” which provides an analysis of the financial sustainability
of the sector via an analysis of the most recent SA Local
Government Grants Commission Database Reports (2016-17).
This report highlights the very sound financial performance and
position of the local government sector as a whole. The
evidence shows that South Australian local government is living
within its means, has a very low level of indebtedness, and
generally is managing its assets satisfactorily.

The LGA is conducting research into other jurisdictions.

Productivity Commission Methodology Paper - Issues Paper

Council has recently participated in the Local
Government Performance Excellence  Program
(LGPEP), which compares performance against
approximately 150 other Councils.

Page 5 of 19
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53 Have these efficiency monitoring
programs resulted in improved council
efficiency?

54 Is there value in estimating service-

specific efficiency of councils?

55 What services are most appropriate to
e council efficiency?

Possible examples may include:

» strategic alliances between neighbouring councils

shared services

service reviews

continuous improvement programs

LGA Financial Sustainability Program

model financial statements - help councils comply with

Australian Accounting Standards and have considerably

improved the reliability, consistency, comparability and

understanding of publicly available information on council

finances

* model rates notice template - help councils comply with
legislation

* LGR&D scheme projects.

Councils also gain benefit from membership of the LGA in two

ways:

* savings - where councils are able to spend less on services
due to their membership; and

» contributions - where councils receive funding due to the
work of the LGA.

Due to the differences in service levels between councils (and

also potentially in the way a council financially accounts for that

service) it may be difficult to get to a point where service-

specific metrics are directly comparable.

There is also a risk that councils operating in thin markets

(more likely in regional areas) which need to pay more to

procure certain services could be viewed as ‘inefficient” when

compared to others.

According to SALGGC 2016-17 data, the four largest expense
categories for South Australian councils were transport,

The voice of local government.

The Administration will be able to better analyse
Council’s performance within the LGPEP, and
potentially drive improved Council efficiency, once two
years’ worth of data from the LGPEP is available,
which will only occur on completion of the 2018/19
survey return.

MNonetheless, the Administration is starting to use this
data to review and refine resource allocations and
improved service delivery.

The Administration is of the view that there is a value
in estimating service-specific efficiencies of Councils,
however it is important to recognise that different
service levels and service standards can exist between
Councils (particularly relative to high cost services
such as Roads and Recreation). In contrast, Waste
Management is invariably an easy service to measure
and compare efficiency, as the service standard (i.e.
size of bin), service level (e.g. weekly for household
waste bins), and nature of service (1.e. contracted) are
often consistent across Councils. In comparing costs
of a service across Councils’, consideration would
need to be given to the different cost drivers and
methodologies that may exist relative to indirect costs
attributed to a Service (noting that indirect costs of a
Service need to be attributed within the financial data
provided to the SA Local Government Grants
Commission on an annual basis).

Services that are most appropriate to estimate Council
efficiency, in comparison to other Councils’, are

LGA of SA ECM 680496

Productivity Commission Methodology Paper - Issues Paper
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recreation, waste management and other environment. services where there is invariably a high level of
Therefore, these four service areas may be an appropriate consistency between the nature, level, and standard of
estimate of council efficiency. a service (e.g. Waste Management, Library).

However, where and as possible all of Council's
services should be able to be measured and
comparisons made.

56 How do councils monitor their Possible examples may include: Currently, the Administration prepares an annual
efficiency over time? e regular community surveys Comparative Data Report (which measures and
* long term financial plans compares Council's overall financial position /
* budget reviews performance with similar Councils) and quarterly non-
e community consultations financial indicators (which predominantly measures
e service review programs various service outputs as w_rorkload tr(_ends)_ W_hilst
« benchmarking. both of these data sets provide useful information,

neither of them effectively measure the efficiency of
the Council over time. Itis envisaged that Council's
participation in the LGPEP will provide tangible
opportunities for Council to better monitor various
operational and service efficiencies over time.

57 Are there any examples or case Many councils use benchmarking to inform their annual and Council’s participation in the LGPEP.
studies of councils benchmarking their | long-term budgeting and planning. Some councils undertake
costs and efficiency against other their own benchmarking studies, others participate in programs
councils? such as the LG Professionals Business Excellence Framework.

Understanding factors that influence efficiency of councils

The Terms of Reference for the inquiry require the Commission to identify and analyse key local government costs and cost drivers. Council performance
may be influenced by factors outside their control, including socio-economic and demographic characteristics of council areas, their geographic location,
and operating and policy environments. ®

The Commission is seeking information

and views on: LGA Secretariat comments Council comments

6.1 Are the factors used in previous Factors® proposed by the Commission include: The factors applied in previous studies should be used
studies likely to influence local « population/population density; as part of a wide-ranging basis and investigation /
govemment efficiency in South analysis on which to inform future local government
Australia? efficiency

LGA of SA ECM 680496  Productivity Commission Methodology Paper - Issues Paper Page 7 of 19
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6.2 Are there any additional factors that
could affect the costs and efficiency of
South Australian councils?

LGA of SA ECM 680496

» socio-economic and demographic characteristics (such as
proportion of NESB population, proportion of ATSI
population; proportion of population over 65);

« |abour market characteristics (such as unemployment rates;
median wage);

» geographic/location characteristics; council characteristics
(such as size; output mix).

Growth areas — may require councils to increase service levels

and/or introduce additional services, may also speed up

consumption of assets.

Ageing populations — Aged care is not a ‘core’ service of local

government however demand is growing in a context of

reducing external funding and a focus of Commonwealth aged

care funding reforms towards “functional’ improvement at the

expense of ‘social connectivity’.

Labour market adjustments (ie. large scale redundancies such

as the closure of Mitsubishi or Holden) — may require additional

investment from councils in economic development/urban

design/place-making activities.

Councils operating in thin markets (more likely in regional

areas) - may need to pay more to procure certain services or

may need to enter the market as service deliverer.

Possible additional factors may include:
(+ve)

» advancements in technology/products — could reduce costs
and improve efficiency

* improved relationship with State/Federal government —
Local Govemment is provided with an early seat at the table
on matters which may affect its operations and which allows
councils to appropriately plan to accommodate changes
and/or aggregate projects to achieve better outcomes for
the community.

(-ve)
» cost shifting — additional responsibilities are transferred to
local government without associated increase in funding.

Productivity Commission Methodology Paper - Issues Paper

Cost shifting from other tiers of Govemment and
increased legislative compliance measures, which act
as an impediment to improved efficiency, examples of
which include-

State Government Solid Waste Levy — the per
tonne levy has nearly doubled in the last five
years (from $52 to $100 per tonne), and the
State Government 2019/20 Budget has just
announced a further increase from 1 July 2019
to $110, followed by a further increase to $140
from 1 January 2020.

Collection of State Government NRM levy,
with the small fee that Councils are able to
claim for providing the service not covering
administrative costs in collecting the levy.
Regulated fees set by State Government not
covering the costs incurred by Council in
undertaking associated services
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6.3 What are the key internal and external
factors that have impacted councils
estimated efficiency over the last ten
years?

Possible internal factors may include:
(+ve)

* service improvement reviews/programs

« industrial relations — focus on staff developmentftraining
creates efficiencies/improves productivity

« properly accounting for and maintaining important
infrastructure.

(-ve)

» industrial relations - staff turnover/competition in labour
market

» technology advancing faster than internal systems can
accommodate

« properly accounting for and maintaining important
infrastructure.

Possible extemal factors may include:
(+ve)

» advancements in technology/products which reduced costs

and improve efficiency
« improved relationship/coordination with State/Federal
government creates efficiencies/improves productivity.

(-ve)

s increase in supplier costs

* increased number of force majeure events (bushfires,
floods)

» shift in demographics (causing significant increase/decrease

in demand for services/assets)

« skills shortage in region

+* change in economic contributor to region (major
redundancy, industry/market failure in region)

* cost shifing — Community Housing Transfers (mandatory
rebate), Waste Levy, NRM Levy

* the impact of falling government grants

* change to regulations and/or legislation that negatively
impact on council operations (i.e. China Sword)

* limits on other revenue sources including user pays fees

+ climate change

« change in ratepayer expectations

Examples of key external factors include rapid
population growth, timing/quantum of annual rainfall
(affecting Recreation services costs and efficiency),
additional administrative tasks as a result of legislative
changes, cost shifting from the State Government, and
changes in interpretations of Accounting Standards
(e.g. which has impacted on reported depreciation
expense).

The organisational restructure of 2013, and the
enhanced use of technology across the organisation,
has facilitated efficiencies in recent years.

Council has also had an ongoing focus on analysing
and reviewing existing processes and procedures,
towards identifying opportunities for cost savings,
efficiency and process improvements. The outcomes
of such investigations are reported to Council via the
Audit Committee on an annual basis.

LGA of SA ECM 680496
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» communities choosing more and better services.
6.4 What are the key internal and external * As above. Population growth, various legislative changes,
factors which councils expect to impact utilisation of digital technology, ongoing internal focus
their efficiency going forward? on Efficiency & Effectiveness, cost shifting from the
State Government, and Council’s participation in the
LGPEP.

A very current extemal example is the continuation of
large increases in the State Govermment Solid Waste
Levy, announced as part of the State Government
2019/20 Budget.

In 2014/15, the levy was $52 per tonne. It has since
nearly doubled to $100 (2018/19) within four years,
with the State Budget now announcing a further
increase to $110 (from 1 July 2019) and then $140
(from 1 January 2020).

Prior to this announcement, Council had consulted to
its community, as part of the 2019/20 draft budget
consultation, that there would be no estimated
increase in the Waste Management Service Charge
applied to ratepayers. As a result of the State Budget
decision, it is estimated that ratepayers will now incur
an increase in the order of 7% in their Waste

Management Charge.

6.5 What decision-making processes do Possible examples may include: Council’s long-term financial sustainability, Community
councils use to determine the scope of | « community consultation on Strategic Management Plans Plan, Annual Budget / Business Plan, customer
services they provide and how these (ABP, LTFP, IAMP, etc) demand / community consultation, overall capacity to
services are provided? s community surveys increase General Rate revenue, Council’s Service

s open council meetings Range Policy, and associated Service Level Policies

« policy and/or procedure for the provision of a service by the | for various Services.
council or for the improvement of a service provided by the
council'?.

al Government Act 1999 (https:/Awww legislation.sa.gov. aw/L Z/C/A/Local %20 Government %20Act% 201999 .aspx)
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Options for improved council performance

The Commission has also been asked to provide advice and recommendations on options for both councils and the South Australian Government to
improve efficiency, lower costs and enhance local government financial accountability.

Strengthened financial accountability, through, for example increased transparency or enhanced governance arrangements, could be expected to contribute
to improvements in efficiency. The Commission is interested in hearing stakeholder views on what enhancements in financial accountability could assist
councils to realise efficiency gains. '

The Commission is interested to hear from councils that have introduced improvement initiatives, and the impact of these initiatives on council
performance.’?

The Commission is seeking information

and views on: LGA Secretariat comments Council comments
71 What are councils’ experiences with Local government should be provided with an early seat at Reforms in policy, governance and management from
recent reforms in policy, govemance table when there are proposed changes which will impact on external factors have invariably only led to increased
and management? councils. compliance costs, with no tangible evidence to suggest
In recent years this hasn't always occurred, this has impacted reduced costs or increased efficiencies. Internal
on council’s ability to respond appropriately and/or required factors, such as widespread improved use of digital
costly adjustments in systems and processes. technology across the organisation, has facilitated

efficiencies and improved service delivery.
Local government considers that councils should not be subject
to excessive accountability and transparency standards thatdo | Council also undertook an organisational restructure in

not apply to all tiers of government. 2013, followed more recently by organisational reviews

Recent examples may include: within Planning & Development, Regulatory Services,

« Commonwealth aged care funding reforms - The major Engineering, and Depot operations, which have
impact on local government in recent years has been the collectively better aligned resources with business
anticipated move to integrate the Commonwealth Home outcomes.

Support Programme (CHSP) and the Home Care Packages
program into a single care at home program_ Local
government has traditionally been block funded to provide
services and the proposed change to individualised funding
may affect the viability of council services funded by these
programs. The recent Federal Budget included an
announcement to extend the Commonwealth Home Support

pov. aufinguiriesfinguiries/ocal-gover nment-inguiry/methodology-paper - Page 24
gov. aufinguiriesfinguiries/local-gover nment-inquiry/methodology-paper - Page 25
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72 What actions/reforms have council
initiated to improve efficiency or reduce

costs?

ernment Finance Statistics, Australia, 2016-17

LGA of SA ECM 680496

'3 Rising To The Challenge Towards Financially Sustainable Local Government in South Australia — Financial Sustainability Review Board 2005

Program (CHSP) for two years from 2020/21. This is now
the third extension to this program. The continual insecurity
around the future of this funding has had a negative impact
on long term program planning, staffing, moral and service
capabilities

« community housing transfers - if councils were notified in
advance of planned Community Housing transfers and
upgrades this would enable associated infrastructure works
(road reseals, stormwater upgrades, and waste
management routes) to be planned and/or accommodated
appropriately within Infrastructure and Asset Management
Plans and Long Term Financial Plans

* PDI Act - Local government acknowledges its statutory role
in planning and shall continue contributing an equitable
amount to improvements in govemance related to planning,
while lobbying the State Govemment to ensure that costs of
the e-Planning solution and the SA Planning Portal are not
shifted inequitably onto councils

« DACO

« conflict of interest

* informal gathering

* boundary reform

« litter and nuisance.

In response to the Independent Inquiry into Financial

Sustainability of Local Govermment in 20053, the LGA, with the

support of Councils, subsequently embarked on a

comprehensive Financial Sustainability Program to implement

the Inquiry's recommendations and support improved Council

performance.

Over the last decade, Local Government net debt in South

Australia has decreased by 48% '+ suggesting that Councils

recognise that maintaining debt to a reasonable level is

important in ensuring the long term financial sustainability of

their local regions.

Possible examples may include:
* continuous improvement programs
* shared services

Productivity Commission Methodology Paper - Issues Paper

Council management continues to drive cost savings
and operational efficiencies across the organisation,
the outcomes of which are reported to Council on an
annual basis. Council has also agreed to participate
within the LGPEP, with Council’s first year participation
results being from the 2017/18 financial year. Council
is also a member of the Barossa Regional
Procurement Group (BRPG) which has delivered cost
savings as a result of procurement of various services
being undertaken on a regional basis. Council is also
facilitating improved service delivery efficiencies by
enhanced use of digital technology across the
organisation.
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7.3 What reforms in other jurisdictions
successfully resulted in improved
council efficiency?

74 How can financial accountability in the
local government sector be enhanced?

75 Are there examples of actions initiated
by councils to increase efficiency?
What has worked and what has not
worked?

« alliance/group procurement (aggregation between
neighbouring councils)

LGA Procurement Panels

LGA Mutual Liability Scheme

Financial Sustainability Program

model financial statements

model rates notice template

* LGR&D Scheme projects.

The LGA is conducting research into other jurisdictions.

Local government acknowledges its statutory obligation to be
sustainable and that this can only be achieved through
attainment and maintenance of financial sustainability. Councils
shall continue to proactively improve its practices, while
complying with legislative and regulatory requirements for
governance and reporting.

The LGA has previously outlined a plan for sensible change'®
which includes:

sector wide benchmarking program

strengthening the Council Members Code of Conduct
best practice audit committees

standardising external audits

introduce a revenue policy

« diversifying local government revenue

» Dbest practice service reviews

* supporting new boundary reform processes

* industry-wide industrial relations framework
.
.

review representation reviews

local government elections reform
South Australian councils have undertaken self-imposed steps
to improve their efficiency over recent years without needing
heavy-handed regulatory intervention.
A report'® prepared by Professor Brian Dollery (the Dollery
report) calculated expenditure per household (as a proxy for
council efficiency) and found that the expenditure per capita of

The voice of local government.

Council’s organisational restructure of 2013, and
subsequent internal reviews, as noted in 7.1 above,
has also delivered cost savings and efficiencies.

With mynad financial accountability measures already
in place, Local Government is the most financially
accountable tier of Government.

Examples of financial accountability measures include
the establishment of Audit Committees, legislative
financial reporting requirements, consultations on draft
Budget / Business Plans, Budget / Business Plan
summary provided with annual Rate notices in July,
financial performance indicators (and associated
performance targets), benchmarking, etc.

Since 2009, Council has benchmarked its overall
financial performance / position with comparable
Councils on an annual basis_ It is now also
participating in the LGPEP, which compares a wide
range of data analytics with other State/lNational
Councils’ participating in the program.

Participation in the BRPG, utilisation of digital
technology, participation in the LGPEP, ongoing
Management focus to identify cost savings and review
processes and procedures to facilitate efficiencies in
delivery of services.

LGA of SA ECM 680496
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SA councils fell between 2013 and 2016 - indicating an
increase in efficiency for these councils on average.

Possible examples may include:

(+ve)

continuous improvement programs

shared services

alliance/group procurement (aggregation between
neighbouring councils)

LGA Procurement Panels

LGA Mutual Liability Scheme

Financial Sustainability Program

LGR&D Scheme

LGR&D Scheme projects.

(-ve)

there is evidence from interstate that Rate Capping/Pegging
has not worked, the Dollery report found that average
expenditure per household was higher in NSW (where rate
capping has been in place for a number of decades)
suggesting that rate-capping has not created superior
performance in terms of the efficiency of NSW councils.

The voice of local government.

ECM 680496

Productivity Commission Methodology Paper - Issues Paper
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Appendix 1 — List of SA Councils by ACLG classification

The voice of local government.

UCC=Capital City; UDS-UDV = Metropolitan (Small to Very Large); URS-URV = Regional (Small to Very Large);
UFS-UFV = Fringe (Small to Very Large); RAS-RAV = Rural (Small to Very Large)

Adelaide

Adelaide Hills
Adelaide Plains
Alexandrina

Barossa

Barunga West

Bern Barmera
Burnside
Campbelltown
Ceduna

Charles Sturt

Clare & Gilbert Valleys
Cleve

Coober Pedy
Coorong

Copper Coast
Elliston

Flinders Ranges
Franklin Harbour
Gawler

Goyder

Grant

Holdfast Bay
Kangaroo Island
Karoonda East Murray
Kimba

Kingston

Light

Lower Eyre Peninsula
Loxton Waikerie
Marion

Mid Murray

Mitcham

Mount Barker

Mount Gambier
Mount Remarkable
Murray Bridge
MNaracoorte Lucindale
MNorthem Areas
Norwood, Payneham & St
Peters

Onkaparinga

Orroroo Carrieton
Peterborough
Playford

Port Adelaide Enfield

LGA of SA ECM 6804596

ucc
UFM
RAL
UFS
UFS
RAM
RAV
UDM
UDM
RAM
UDL
RAL
RAS
URS
RAL
RAV
RAS
RAS
RAS
UFS
RAM
RAL
UDM
RAM
RAS
RAS
RAM
RAV
RAL
RAV
UDL
RAL
UDM
URM
URS
RAM
URS
RAL
RAM

UDM
UFV
RAS
RAS
UFL
ubv

Productivity Commission Methodology Paper - Issues Paper

Port Augusta
Port Lincoln
Port Pirie
Prospect
Renmark Paringa
Robe

Roxby Downs
Salisbury
Southern Mallee
Streaky Bay
Tatiara

Tea Tree Gully
Tumby Bay
Unley

Victor Harbor
Wakefield
Walkerville
Wattle Range
West Torrens
Whyalla
Wudinna
Yankalilla

Yorke Peninsula

URS
URS
RAV
ubDs
RAL
RAS
URS
ubpv
RAM
RAM
RAL
uUDL
RAM
UDM
URS
RAL
ubDs
RAV
UDM
URS
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Appendix 2 — Environmental scan of research/data relating
to financial management and cost pressures in South
Australian councils

Local Government Grants Commission

https://dpti.sa.gov.au/local gowW/LGGC

The main function of the South Australian Local Government Grants Commission (the Commission) is
to make recommendations to the Minister for Local Government on the distribution of untied
Commonwealth Financial Assistance Grants (FAGs) to councils in South Australia.

The Commission collects data from South Australian councils via an annual General Information Return
(GIR). This data is used in the calculation of FAGs to councils and in the provision of reports to councils
and other organisations seeking information on the activities of councils.

The Commission’s Database Reports contain information including data from annual financial
statements and supplements to those statements dating back to 1995-96. Other data maintained by the
Commission includes:

¢ Rates information; ¢ Development Application Data;

s Estimated Resident Population; ¢ Waste Management Data;

* Council Area Data; ¢ Environmental Management Data;

¢ Valuation Data; s Subsidiary Data; and other data

¢ Council Employee Data; collected from Commonwealth and State
¢ Road Length Data: Government agencies.

¢ Health Inspection Data;

Data collected by the Commission in a Supplementary Return is reconciled with Audited Financial
Statements for accuracy. Data provided in the General Information Return is checked against the
previous year's data for variations before being loaded into the Commission’s database and reconciled
for accuracy.

Among other considerations, the Commission refer to two indices within their methodology for
distributing grants:

SEIFA Index

The Socio-Economic Index’s for Areas. This index is published by the Australian Bureau of Statistics
and is used by the Commission to make adjustments to its revenue component assessment based on
its residents capacity to pay.

Cost Relativity Index

Cost Relativity Indices (CRIs) are a measure of a council’s relative advantage or disadvantage as
compared to other councils providing similar services or functions. They measure the degree to which a
council's costs for each function might be expected to exceed (or be less) than the average or standard
cost because of factors outside the council’s control. This recognises that there may be other factors
beyond a council's control which require it to spend more (or less) per unit of measure than the State
average.
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Local Government Price Index

https://www.adelaide.edu.au/saces/economy/lgpi/

The LGASA engages the University of Adelaide’s South Australian Centre for Economic Studies to
develop the Local Government Price Index (LGPI) as an independent and reliable measure of price
movements faced by local government in South Australia.

The LGPI measures price movements faced by South Australian councils in respect of their purchases
of goods and services.

As the mix of goods and services purchased by councils is quite different from that typically consumed
by households, overall price movements faced councils may differ markedly from those faced by
households. Overall price movements indicated by the Consumer Price Index (CPI) - which measures
changes in the price of a 'basket' of goods and services which account for a high proportion of
expenditure by metropolitan households - may therefore not accurately reflect price movements faced
by Local Councils.

In technical terms, the LGPl is a chained Laspeyres price index which represents an arithmetic average
of the pure price change of items based on expenditure patterns on the Previous Year. Annual council
expenditure data provided by the Local Government Grants Commission (LGGC) is used to produce
expenditure weights. These weights are then combined with select ABS price indexes (i.e. select
Consumer Price Indexes and Producer Price Indexes for Adelaide and Australia) to determine the
indexes contribution to a total recurrent expenditure LGPI, a total capital expenditure LGPI, and a total
expenditure LGPI.

Is it important to note that the ABS price indexes used in the model are estimates, based on a sample
of goods and services from a sample of retailers, wholesalers and employing organisations. Therefore,
the Local Government Price Indexes which are calculated using ABS price indexes are also estimates.

The LGPI considers expenditure weights on the following:

Recurrent expenditures

¢ Employee costs

+ Waste management machinery and
equipment leasing

¢ \Waste management contracts

e Other plant and equipment leasing

e Other operating contracts

¢ Legal and accounting services

+ Office and building cleaning services

e Other business services

¢ Insurance

e Telecommunications and internet
services

Capital expenditures
¢ Buildings (non-dwelling)
¢ Construction works - road, drains,
footpaths, kerbing, bridges
¢ Construction works - other
Plant and equipment - machinery etc

LGA of SA

Printing, publishing and advertising
Motor vehicle parts

Motor vehicle repairs and servicing
Automotive fuel

Electricity

Gas

Water and sewerage

Road, footpath, kerbing, bridge and
drain building materials

Other building and construction
materials

Office supplies

Plant and equipment - furniture etc
Information technology (hardware and
software)
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Council strategies and plans

Councils across South Australia provide hundreds of services, programs and facilities for the benefit
and enjoyment of their communities. These include traditional local government services such as roads,
waste collection and libraries; but also include other vital community services and facilities such as
street lighting, jetties, graffiti prevention and removal and sporting facilities.

Like each community, each council is different. The types and level of services provided by each
council are set in consultation with the local community each year and subject to ongoing review.

Information relevant to the financial management and planning process can be found in individual
council’s strategic plans, such as:

¢ Council Strategic Plan

¢ Annual Business Plan and Budget

+ Asset Management Plan

¢ Long Term Financial Management Plan

In broad terms, these plans outline the core activities and services that councils have a statutory
responsibility to provide; the discretionary services and value added activities that are expected by the
community; and the new assets, significant upgrades and capital projects required to meet the
demands of growth.

These report and plans identify the various factors that may impact on an individual council’s costs,
ranging from:

¢ communities choosing more and better services;

+ accounting for and maintaining important infrastructure;

¢ the impact of falling government grants and cost shifting;

¢ limits on other revenue sources including user pays fees; and

« different issues in each council area such as repairing flood damaged roads or responding to

other natural disasters or extreme events.

Other research, reports, submissions and inquiries
Independent Inquiry into Financial Sustainability of Local Government, 2005

The Inquiry’s report'” found that South Australian councils were putting community needs and demands
for services ahead of their own financial sustainability and that this could not continue. The Inquiry also
found that Councils had very low indebtedness but extraordinarily large amounts of community
infrastructure which was slowly decaying without the level of maintenance and renewal funding it
deserved.

The Inquiry's independent board expressed the view that Local Government was capable of, and
should, address its own challenges. All of its recommendations were directed to Councils individually or
collectively, or to the LGA.

In response, the LGA, with the support of Councils, subsequently embarked on a comprehensive
Financial Sustainability Program'® to implement the Inquiry's recommendations and support improved
Council performance.
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SA Local Government Sector Financial Indicators Report

https://www.lga.sa.gov.au/webdata/resources/files/2018%20Financial%20Indicators %20Report.pdf

In order to provide an understanding of the current financial position of the local government sector in
South Australia, the LGA undertakes analysis of the most recent SA Local Government Grants
Commission Database Reports. This report is provided annually to the LGA Annual General Meeting.

South Australian Parliament’s Economic and Finance Committee

In 2015, the South Australian Parliament’s Economic and Finance Committee undertook an inquiry into
local government rate capping policies.

A copy of the LGA’s submission'®, and the Economic and Finance Committee's Final Report?® contain
information, findings and recommendations relevant to financial management in the local government
sector.

LGA issues paper: Cost Shifting
https://www.|lga.sa.gov.au/webdata/resources/files/2018 LGA_StateBudgetSubmission_SR_V5_LR.pdf
LGA Budget Submission 2018-19
https://www.|lga.sa.gov.au/webdata/resources/files/2018 LGA_ StateBudgetSubmission SR V5 LR.pdf

The LGASA’s 2018-19 State Budget Submission includes an overview of cost shifting issues impacting
on South Australian local councils.

Review of potential long-run impact of postponement of rates by eligible ratepayers

https://www.lga.sa.gov.au/page.aspx?u=7306&t=uList&ulistld=08&c=62446

Rating equity for commercial and or industrial land uses outside towns

https://legatus.sa.gov.au/wp-content/uploads/2018/11/Final-Report-Rating-Equity-for-Commercial-
Industrial-Land-Uses-Outside-Towns-in-SA-1.pdf

Interstate reports and research
NSW Cost Shifting
https://www.lgnsw.org.au/files/imce-uploads/206/Cost _Shifting Summary.pdf

The LGNSW cost shifting survey is undertaken every two years to monitor, measure and report on the
extent of cost shifting onto local government in NSW. LGNSW uses the data to highlight the adverse
consequences government regulation can have at the community level, when impacts on local
government are not fully considered.

Victoria Parliamentary Inquiry into Rate Capping

https://www.parliament.vic.gov.au/epc/article/2644

Between 2016 and 2018, the Victorian Parliament's Environment and Planning Committee undertook
an Inquiry into the Rate Capping Policy. The Committee’s website has details of the inquiry, including
terms of reference, submissions, hearings and transcripts and Committee reports.

3 gov.au/webdatal'resources/files/Economict20and% 20Finance % 20Committee % 20Inguiry%20L GA% 20 Submission.pdf
pv.au/webdata'resources/files/Local%20Government %20Rate % 20Capping% 20 Policies%20Inguiry% 20-%20F inal %2 0Report. pdf

LGA of SA
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Appendix 3 — Information paper on technical terms in
methodology paper

Response to Productivity Commission South Australia Proposed
Methodology for Measuring the Efficiency of Local Governments
Using Data Envelopment Analysis

Data envelopment analysis is a sophisticated and robust tool for measuring relative technical efficiency. It has a strong
scholarly pedigree and has been used many times for decision-making in Australian local government. However, the
work proposed by the South Australian Productivity Commission, as detailed in their report, has some important
limitations that should be addressed. Not least, among the limitations, is that the praposed work really only replicates
part of the worlc already done in the South Australian context by Drew (2018} under a grant from the Local
Government Research and Development Fund. Ta get any new value from the proposed exercise, changes will need ta
be made ta the current plan.

An Explanation of Data Envelopment Analysis

Data Envelopment Analysis {DEA} is a mathematical way of estimating relative technical efficiency. In economics, itis
important ta be very precise with ane’s language because particular terms have very specific meanings. Relative
technical efficiency is a measure of the relative success of a decision-making unit (DMU — in our case the local
governments in South Australia) in producing a given set of outputs for the least amount of inputs. It is relative
because comparisons can only be made between councils which have heen analysed in a particular DEA (that is, if
one ran say two DEAs, with either different councils ar different years of data, then it would not be carrect ta make
comparisons between the efficiency scores generated by each DEA). Inputs are the things that go into the
praduction pracess (staff and money {operational expenditure to be precise}), and outputs are what is produced
{roads, parks, development applications etc.}.

DEA is a very comman technique in the scholarly literature {see the reference list at the end of this repart) and it has
also been applied previously in relation to local government in the context of Victoria (ESC 2017}, NSW {various
studies by Drew (2014-16) for groups of councils during the amalgamation program), and South Australia’. It is by no
means a new technique — it was developed in 1978 by Rhodes and is based on the work of Farrell (1957). There is
little doubt that DEA is the hest empirical technique for estimating relative technical efficiency.

DEA is essentially an extension of simple output-input ratios (for example, one output divided by one input) that
many jurisdictions already use {such as operational expenditure per household (Victoria), or operational expenditure
per person (NSW)}. These simple ratios (or partial efficiency measures) are easy for people to understand thence
their popularity), but they do have a number of inherent problems. For instance, operational expenditure per
hausehald implausibly assumes the fallowing:

e That all types of households (urban and rural} receive the same services

e That councils do not provide services to business (or that the number of businesses are related to the
number of hauseholds)

« That the length of roads (the single largest expenditure for local government) is closely linked to the
number of assessments (the oppasite is actually true).

DEA extends these partial measures by allowing for multiple inputs and outputs. This allows us to better
approximate the actual production process for local government. For instance, the one input of operational
expenditure can be expanded to include both staff and operational expenditure (which is important because
different mixes of staff and money are likely to have a big effect on technical efficiency — for example, when services
such as waste are outsaurced}. The capacity to deal with multiple outputs is even more impartant — instead of just

Drew, 2018.
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having households, in DEA we can expand the number of outputs to include the different types of rateable
properties, which attract different services (households, farms, and businesses). Moreover, with an expanded
capacity we can also include big expenditure items, such as roads (which as we will see later should be disaggregated
into sealed and unsealed roads).

Unfortunately though, whilst DEA is able to accommodate considerably more inputs and outputs (than ratio
analysis) there is a limit to how many can be included (referred to as Nunamaker’s rule — see Glossary). Because we
cannot include every single thing that councils produce (we probably couldn’t measure everything anyhow), we use
proxies. Proxies are data that represent one or more other ‘real’ pieces of data. For instance, we have so-far
discussed using the number of households as a proxy for services provided to residents, and would use length of
council roads’ to proxy actual maintenance on council roads. Proxies clearly aren’t perfect, but are nevertheless
invariably used in economics for pragmatic reasons.

The inputs and outputs that we ultimately use in a DEA are referred to as the model specification. One way of
deciding on a suitable model specification is to look at precedent from the literature (this is what the Productivity
Commission largely does). However, this can be problematic when different jurisdictions are referred to (as they
might have different production functions or different data availability). Another, and better way, is to consider
actual practice: To think about the main inputs and outputs actually used. The best specification for South Australia
is:

Inputs = Staff Expenditure + Other Expenditure

Outputs = No. Businesses + No. Households + No. Farms + Length of sealed roads (km) + Length of
unsealed roads (km)

Note: Because different road surfaces are associated with different costs and types of councils, disaggregation is
very important.

DEA uses a mathematical technique called linear programming (see Glossary) to find the best solution for the
various output-input combinations, from a large number of feasible solutions. It doesn’t simply add all of the inputs
together and all of the outputs together, but rather applies variable weights to each.

The best way to understand DEA is through use of a graph®.

In Figure 1 we see a two-input, one-output graph of a DEA (simplified for understanding) in which there are just four
councils (A-D). The two ratios for each of the councils would have been calculated by a computer and then plotted
on the graph. Councils D, B and C have the best ratio of inputs to outputs and can be enveloped by the dark line. All
of these councils are deemed to be perfectly technically efficient and are assigned a score of 1. These three councils
are often referred to as the ‘efficient peers’ and the curve called the efficient frontier. Council A lies in the interior of
the curve, because it is relatively inefficient. By measuring the distance from OA and comparing to the closest
relevant peer (B, given by the line OB) we can work out precisely the relative technical efficiency of council A. This
will be a number between 0 (perfectly inefficient) and 1 (perfectly efficient). All of this is automatically worked out
by the computer (one linear program must be calculated for each DMU so the whole process takes some time and
results in hundreds of thousands of calculations). All the end-user needs to know is the technical efficiency score —
which lies between 0 and 1. Often these scores are multiplied by 100 so that they can be thought of in terms of
percentage efficiency (for example, 0.87 is 87% efficient relative to the peer council, which in an input orientation
means they should be able to produce the same level of outputs with roughly 13% less inputs (staff or capital).

2 One of the grest benefits of DEA is that (unlike other techniques) financial (S} and non-financial (for example, kilometres of roads) data can both be
used in the calculations,

3 Drew, 2018

*For formuda and ions see Cooper et ai., 2007
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Figure 1. Input-Orientated DEA

Input 2/
Output

Input 1/ Output

Extensions of the basic model

e What has been described so far is the basic model (to be precise a constant returns to scale (CRS); means
we don’t do anything to control for council size) input-orientated (means we are trying to work out how
much inputs could be reduced by) cross-section (means just one year) DEA. To this basic model can be
added a large number of bells and whistles, The most important ones are:

e Variable Returns to Scale (VRS). An additional equation is inserted into the linear program to ensure that
councils are only benchmarked against councils of a similar size. This is often a critical thing to do when
comparing councils.

e Super-Efficiency. An additional constraint is introduced to prevent councils on the efficient frontier from
being benchmarked to themselves. Allows exceptionally well performing councils to receive a score above 1
and is important, for technical reasons, if a second stage regression is later conducted.

e Second stage regressions (to identify what contributes to efficiency or to adjust efficiency scores for the
operating environment). Without doing this the exercise sheds little light on the determinants of efficiency.
Because of an implied lower bound (efficiency scores cannot be less than 0), it is often argued that Tobit
regression should be used.

e Bootstrapping. This is a probabilistic re-sampling process that is usually done for all the wrong reasons. It is
only applicable when one has a mere sample of councils. For a DEA of all SA councils bootstrapping would
introduce avoidable bias into the results.

e Log DEA. Is considered to be helpful when there are relatively few councils, or when there are outliers (very
unusual data) present.

e Stratification. When there are very different types of councils in evidence then it may be useful to stratify
(separate into different groups for analysis). However, one needs to be mindful to retain enough councils to
yield robust results (too few councils destroys the discriminatory power of DEA). Moreover, if second stage
regression is used then stratification largely becomes redundant (a categorical variable can be employed for
strata).
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e Intertemporal DEA. This allows one to make comparisons over time. The most robust and useful
comparison that can ever be made is between a council and itself over time. Therefore, to yield useful
information for decision-making purposes, local intertemporal DEA (with a window of two years) is
indicated.

Limitations of proposed methodology

Most limitations can be mitigated through careful design. Below is a list of major limitations and a brief account of
how to deal with them:

« Differences in quality between local governments. This issue needs to be addressed by either employing
data from a state-wide citizen satisfaction survey, or by relying instead on a comparison of councils against
themselves over time (local intertemporal DEA).

* Use of proxies. Proxies are far from perfect (but are required for technical reasons), and require the need
for second stage regression.

e Sensitivity to outliers. A well-known problem that can be mitigated through techniques such as log DEA.

*  Small numbers of councils. When small numbers of DMUs are used, relatively more councils end up on the
efficiency frontier and the discriminatory power of DEA is wasted. In addition, unrealistic weights often
result. Two categories of councils is the maximum that could be used if robust results are desired.

e The SAPC proposed work only replicates part of what is already available®. For additional value to be
gained, additional analyses must be conducted. In addition, there is a strong case for local intertemporal
DEA to be conducted and reported to councils on an annual basis for use in decision-making.

Glossary

Efficiency: There are three main types of efficiency recognised by economists. Technical, or X-efficiency, refers to the
best use of inputs to produce a set of outputs. Technical efficiency is constrained by the operating environment of a
council, including its ability to dispose of inputs.

Allocative efficiency relates to the appropriate selection of inputs such that wants can be satisfied. Allocative
efficiency is largely dealt with in the political process.

Dynamic efficiency refers to the improvement of technical efficiency over time as a result of technology, training and
diffusion of best practice. Currently the SA Productivity Commission only proposes to analyse relative technical
efficiency.

Nunamaker’s Rule: A well-known constraint on DEA which prescribes that the sum of inputs and outputs can be no
greater than a third of the number of councils (if the seven proposed inputs and outputs are used then categories of
councils can be no smaller than 21).

Proxies: Used in place of actual data due to problems measuring variables or technical limitations (such as
Nunamaker’s rule). Nearly all economic empirical work makes use of proxies (as do a lot of theories) because the real
world is too complex to measure and model.

Linear programming: A mathematical technique used when there are constraints placed on the value that certain
variables may take in a given function (algebraic equation). Essentially, the constraints map an area on a graph that

* Drew, 2018,
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contains many feasible soluticns. The best solutions (minimum values that satisfy the function) in an open region are
usually to be found in the corners of the mapped area (if they exist at all).

Quality: Different councils produce different quality of goods and services. For example, a reinforced concrete road is
generally considered superior to an unsealed road. Sometimes quality can be controlled for (for instance by
disaggregating roads into sealed and unsealed surfaces like we suggest). Other times this is very difficult, which
presents problems because generally higher quality costs more (so in the absence of controls higher quality services
may be deemed to be relatively less technically efficient). In states such as Victoria where there is a long dataset of
citizen satisfaction data this should be used as a proxy to control for quality in second stage regressions. Where quality
controls are not possible, then the most defensible thing is to measure efficiency of a council against itself over time
(under the assumption that quality, for a given council, is pretty constant from year to year).

Outliers: These are unusual data points (the technical definition is values greater than the third quartile plus 1.5 times
the inter-quartile range). Usually, values like this stand out from the crowd. It is likely that capital city and very remote
councils will have outlier data. The typical solution employed by economists is to take the natural log of the data
{which reduces the value of all data and hence decreases the relative disparity between data points).

Contact details

Professor Joseph Drew
Institute for Public Policy and Governance
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No part of this publication may be reproduced by any process except in accordance with the
provisions of the Copyright Act 1968 (Cth), without prior written permission from the South
Australian Productivity Commission.

Disclaimer

The views expressed herein are those of the South Australian Productivity Commission and do
not purport to represent the position of the Government of South Australia. The content of this
draft report is provided for information purposes only. Neither the South Australian Productivity
Commission nor the Government of South Australia accepts any liability to any person for the
information (or the use of such information) which is provided in this draft report or
incorporated into it by reference. The information in this draft report is provided on the basis
that all persons having access to this draft report undertake responsibility for assessing the
relevance and accuracy of its content.

South Australian Productivity Commission
GPO Box 2343

Adelaide South Australia 5001
AUSTRALIA

Telephone: 08 8226 7828
Email: sapc@sa.gov.au
Website: WWW.sapc.gov.au

An appropriate citation for this publication is:

South Australian Productivity Commission 2019, Inguiry into Local Government Costs and
Efficiency — draft report, August 2019
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Preface

The release of this draft report gives interested parties the opportunity to comment on the
Commission’s analysis in relation to its inquiry into local government costs and efficiency.

The Commission will consider comments received prior to developing and presenting its 