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22 June 2011 Director’s Report 

To the Ordinary Meeting Corporate Services Department

 

6.1 Information Reports      

TRIM REFERENCE: F2011/00027 - D02630394 

AUTHOR: Monica Redmond; Administration Assistant  

MANAGER:  Lesley Crawley; Manager Corporate Governance 
 

SUMMARY 
 
In accordance with Council’s Code of Meeting Practice reports for the Information of Council 
are provided for adoption either by nominated exception or in total. 
 
 

RECOMMENDATION 
 
That Council deal with the following Information Reports by the Exception Method. 
 
 

 
 

ATTACHMENTS 
 
Nil. 
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22 June 2011 General Manager’s Report 

To the Ordinary Meeting General Manager's Unit

 

6.2 Delegates Report - 2011 Company Directors Conference - Beijing      

TRIM REFERENCE: F2011/00824 - D02632540 

AUTHOR/ MANAGER: Michael Whittaker; General Manager  
 

SUMMARY 
 
Delegates Report presented by Michael Whittaker on the 2011 Company Directors 
Conference held in Beijing China – May 2011. 
 
 

RECOMMENDATION 
 
That Council receive the Delegates Report - 2011 Company Directors Conference - 
Beijing. 
 
 

 
Introduction 
 
China’s record economic growth has captured the imagination of the business world in recent 
years. And it is no wonder when you look at the figures. 
 
China has been the fastest growing major economy in the world over the past quarter 
century, with annual growth averaging 10%. Today, more that 25% of Australian’s total global 
trade is with China, higher that any other nation in the world. 
 
These are impressive numbers which beg the question: how are Australian companies and 
Australian director’s placed to learn from China? 
 
At this year’s conference, a range of pre-eminent leaders from across the business and 
director community, politics and academia explored the significant business relationship now 
established between Australia and China and how Australian business leaders can learn 
from this successful experience.  At the Conference there were also presentations on new 
ideas in corporate governance and current topics such as global emissions reduction 
schemes; the role of technology in transforming business; succession planning for directors; 
working in the online environment and the challenges of multi-jurisdictional directorship.  
There were also opportunities to explore potential business relationships through the 
Business Connections and Conference Networking services. 
 
 
Welcome 
 
Mr Rick Lee FAICD  Chairman, Australian Institute of Company Directors officially opened 
the Company Directors Conference, Directorship:11.  Rick Lee welcomed delegates to 
Beijing and the conference advising them they would receive valuable information and 
insights that will ensure we are better informed to take on the challenges in our businesses 
back in Australia.   
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Presentations covered an array of topics by prominent persons. Attachment 1 gives the 
background details to the presenters. I have provided a summary of learnings from these 
presenters. 
 
1  Technology transforming business 
 
Technology and changing social expectations are inextricably linked in creating new drivers 
for successful business into the future, according to futurist Ross Dawson, Chairman of 
Future Exploration Network. 
 
He cited how the exponential growth in technology will help shape social change by building 
expectations amongst the current lower and middle class in Australia over the next 30 years. 
 
He demonstrated that there will be new drivers for business success which will involve – 
flexible organisational structures, dynamic strategies and the ability to enable innovation with 
calculated risk taking in an organisation. It was suggested organisations must use technology 
to allow these drivers to be balanced and managed. 
 
2  A Focussed Business Strategy 
 
To succeed in any business relationship with others you will need a clear strategy that 
focuses on an identified market segment or customer. 
 
That’s according to Alex Thursby, CEO, Asia Pacific, Europe and America, ANZ Banking 
Group. 
 
Australian business wanting opportunities/investment from new areas/services should in 
future focus on a specific region and in the case of service provision, ensure they develop 
expertise on the ground, to create a positive customer experience. 
 
There was data presented that supported increased demand for consumable items by the 
increasingly affluent middle class which will lead to significant opportunities in the areas of 
agribusiness, finance, health and leisure. The role of government will also need to transform 
its operations in response to these new demands. 
 
3 Will the World become grey before it becomes rich?    
 
With growing affluence amongst the world’s workers we are being confronted with new 
demands and challenges that Government and Business are not equipped for. 
 
The world’s population is aging, creating higher health and welfare costs.  Alex Thursby said 
the issue has wide implications for our economy and must be dealt with by increasing the per 
capita productivity of our workforce.  It’s an issue of which all governments are well aware 
and we must view other countries as potential partners which we must work with to develop 
viable options to this growing challenge. 
 
4  It won’t be easy 
 
Its clear China will continue to emerge as an economic giant, but it won’t be easy. 
 
While China will continue along the path to modernisation and most likely enjoy high 
economic growth for the next 20 years at least, it won’t replace the United States as the 
world superpower. 
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Professor Fan Gang, Director of the national Economic Research Institute and Chairman of 
the China Reform Foundation, believes a major problem plaguing China is its high level of 
saving and resultant low levels of domestic consumption. 
 
While this is contributing to a global economic imbalance, it won’t be solved by floating the 
Chinese currency.  Professor Fan Gang said a highly volatile RMB (China’s currency) could 
cause 10 to 20 years of economic stagnation risking the whole process of economic reform. 
It was also highlighted how dependant Australia’s future success is tied to China’s success 
which is a strength but also a weakness. 
 
China will need to continue to concentrate on its domestic issues but the emergence of other 
new powers will contribute to a more stable marketplace. 
 
The real issue for China, according to Professor Fan Gang, is that more than 4 billion people 
are moving into the global labour market and then into the consumer market leading to 
higher world resource and production costs. 
 
 
5 What does Yes really mean? 
 
It’s been said that the western view of China can be described as the FUR Factor – F for 
fear; U for uncertainty; and R for resentment. 
 
Fear of China emerging as a superpower with the resultant shift in the international political 
power balance, a simple lack of understanding of China and it’s people and resentment that 
the emergence of China has led to industrial decline in the west. 
 
Understanding our own attitudes to China was suggested as a good starting point to 
understanding how best to communicate with its people and companies and then how we 
should transform our business in response to opportunities that arise. 
 
 
6  Governance- Getting it right 
 
Having a clear understanding of why a board is needed is the first issue to be considered by 
organisations establishing a board structure. 
 
That was one of the key messages to come from SME Directorship: getting it right. 
 
Geoff De Lacy FAICD told the forum that a board must add value to the organisation.  
Consideration must also be given to transitioning to a board structure from the existing 
structure and the timing of the change. 
 
Barbara McLure GAICD said it was important that board members know the business in the 
wider context beyond the issues discussed in the boardroom and be prepared to be honest 
and open and prepared to provide advice that may not be available in house. 
 
Christine McNamee Liddy AO FAICD said providing leadership to an organisation is the 
primary role of a board. The board is an enabler, driving future growth.  While compliance is 
an important issue, boards should not become bogged down in compliance to the extent that 
they overwhelm the main business of the board. Boards must know how to support 
management so as to ensure delivery of the goals and objectives of business. 
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Once established, a board should equip itself with a succession plan both for board members 
and senior staff.  ‘Founder syndrome’ is difficult for a business that has moved from private 
ownership to an incorporated structure and is best dealt with by an agreed succession 
strategy.  A clear understanding of the role of the board in the new structure will also help to 
gain agreement on succession. 
 
Introducing independent directors to a board that has intimate knowledge and ‘emotional 
ownership’ of the business can also be problematic.  The existing board must clearly 
understand the benefits and competitive advantages the independent directors will bring to 
an organisation.  Independent directors with the desired skills, but not familiar with the 
industry or sector, should have the opportunity to get to ‘know’ the industry.  
 
7 Rising incomes  - changing dynamics 
 
Don’t ignore the rest of Asia was a key message from Dr Clint R Laurant, Managing Director 
of Global Demographics Ltd to the delegates. 
 
Greater affluence amongst the Chinese people will increase manufacturing costs and change 
the dynamics of Asia.  Rather than remaining predominantly a source of manufacturing 
goods, China has potential to become an important consumer of Australian goods and 
services. 
 
Chinese workers will enjoy a 14 percent annual increase in wages over the next 10 years 
which will impact on the cost of manufacturing in China with the consequence that China will 
no longer be the manufacturing centre of the world. 
 
Asia will continue to offer great business opportunities and as a source of investment funds 
for Australia, for example, India will require an extra 100 thousand teachers a year for the 
next 10 years to catch up to China’s education standards, while China will need to develop a 
new and better health system to look after an increasingly affluent but aging population. 
 
The key message?  The shape of Asia is changing rapidly and the shape of business 
opportunities will also continue to change and Australian business must be flexible in 
response. 
 
 
8 Locust or Honeybee 
 
Are you a locust or a honeybee when it comes to the way you do business?  Do you devour 
everything in sight or do you nurture your customers and stakeholders? 
 
Professor Gayle C Avery from the Macquarie Graduate School of Management told 
delegates at the Company Directors Conference, Directorship:11, that the honeybee model 
of sustainable Leadership Pyramid, made up of 23 principles, most of which should be 
implemented immediately by most businesses. 
 
Basic principles such as social and environmental responsibility, taking a long term 
perspective, adopting ethical behaviour, valuing people and ensuring amicable labour 
relationships would lead to higher level practices such as developing an enabling culture, 
increased teamwork and trust within an organisation. 
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In turn these principles deliver positive performance outcomes for the organisation’s brand 
and reputation, customer satisfaction and improved financial performance. 
 
At a macro level, Dr Noel Purcell, Chairman, Caux Round Table said there was an increased 
need globally for active organisational transparency. This does not mean doing endless 
reports it is about the attitude of the Board and management in how they do business. 
 
The current global economic framework needs to be reframed with greater alignment of the 
interests of shareholders with the interests of the community. 
 
9 A Vision to go Green 
 
China’s new five year plan includes a commitment to reduce carbon emissions by 40 to 45 
percent, offering great opportunities for Australian companies working in the green space. 
 
And have no doubt, China will achieve these ambitious targets, according to Mina Guilli, 
Executive Director and Chief Investment Officer for Peony Capital. 
 
China’s leaders fear the country’s massive industrialisation could produce health issues for 
the population leading to social and political unrest if nothing is done to alleviate water and 
air pollution. 
 
As a result, China was fast becoming the clean technology laboratory to the world with 
massive investments taking place in clean power generation and green research and 
development. 
 
There is no debate about the science of climate change in China.  It’s all about embedding 
being green into Chinese society and more that one trillion dollars would be spent on 
developing and implementing green technology over the medium term. 
 
Ms Gulli said there are tremendous opportunities for Australian business to take some big 
ideas to China’s, a suggestion echoed by Austrade Trade Commissioner, Davis Dukes, who 
heads up Austrade’s Clean Tech Team. 
 
He said there were considerable opportunities for Australian business across a range of 
environmental areas including soil and water remediation, waste water recycling, particularly 
in rural areas and building and maintaining green infrastructure. 
 
 
10 The 12th Five Year Plan 
 
‘China’s 12th Five Year Program: China’s blueprint for the next five years – implications for 
Australian business leaders’ forum is influenced by three key drivers. 
 
Firstly there’s a desire to rebalance the Chinese economy moving away from an export 
driven economy to one driven by domestic consumption.  As part of the plan, 15 to 20 million 
people a year will relocate into cities, some of which haven’t even been built at this time. 
 
China wants to move up the global value chain shifting from a low cost model to becoming a 
world leader in technology – Made in China will become Invented in China. 
 
And importantly, China wants environmental stability. 
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So what are some of the details of the plan and where do the opportunities lie for Australia. 
 
There are some significant economic targets contained in the plan. GDP is to grow by 7 
percent annually on average.  More than 45 million jobs will be created in urban areas and 
prices will be kept generally stable. 
 
As noted earlier, domestic consumption will rise as wages increase.  There will be a focus on 
emerging strategic industries. 
 
The services sector as a percentage of GDP will increase 4 percent to 47 percent. 
 
China will spend 2.2 percent of GDP on research and development.  A significant proportion 
of that expenditure will be on the environment and clean energy.  Use of non-fossil fuel will 
account for 11.4 percent of primary energy use, up from 9.6 percent.  China’s ambitious plan 
to move to lower carbon use while still providing increased energy to meet the needs of an 
expanding economy will require it to replicate the scale of Australia’s entire power generation 
system every six months. 
 
Food security is of enormous importance to the Chinese government. Annual grain 
production is to be no less that 540 million tonnes.  (Australia’s total grain crop is usually 
around 20 million tonnes). 
 
The minimum wage will increase by 14 percent a year and pension schemes will cover all 
rural residents and 357 million urban residents.  Around 36 million apartments will be built or 
renovated for low income families over the next 5 years. 
 
The plan calls for reform of monopoly industries to allow easier entry to new players and 
more competition.   Qualified enterprises will be encouraged to become listed on stock 
markets and there will be a push towards improved government efficiency and greater social 
harmony. 
 
Panel members encouraged Australia to shift its thinking from Made in China to Made for 
China.  There are real opportunities for partnerships and co-investment with Chinese 
business. 
 
China is hungry for distribution channels, sales growth and brands. Specialist information 
technology skills, natural resources, operational management and specialist engineering 
skills will be required by Chinese business over the next 5 years.   
 
11 The risks 
 
Building a business relationship with other business partners is not without its risks, both at a 
macro and micro level. 
 
The presenters stated the main reasons that business deals have faltered in the past were 
as a result of a lack of groundwork, a lack of relationship building and poor communication to 
their potential partners of the benefits of the deal. 
 
 
Jason Yet-sen Li and Edward Tse are respected business consultants well versed in 
initiating and maintaining business connections. 
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At a macro level, the internal imbalance – the move from an export led economy to a 
domestic consumer economy will need to be managed.  Government domestic policies which 
are outdated will add risk as tensions exist between various tiers of society. 
 
Also at a macro level, external relations carry risk for Australian business.  There is 
uncertainty about global stability as far as Australian businesses are concerned which 
prompted a call by Jason Yet-sen Li for a more strategic approach to overseas investment.  
At a micro level, Edward Tse said there was naturally a need for due diligence to take place 
before investing time and effort in developing any business relationship. 
 
Firstly, it must be established that there is actually a market for the good or service being 
offered and an understanding how that market will develop. 
 
Secondly, in the case of a joint venture or partnership with another entity there should be 
close examination into the bonafides of that business, keeping in mind that the move towards 
a global economy has been recent and most private businesses have suffered during the 
global financial crisis. 
 
Thirdly, the people themselves should be subject of close examination – how they made their 
‘first pot of gold’ will often tell a lot about them. 
 
And finally there should be a close examination of the policy and regulation that may impact 
on any investment and considerable efforts should be made to develop relationships with key 
government agencies. 
 
12 Being literate in Business 
 
There is an enormous potential but endless challenges in building business relationships, 
according to Australia’s Ambassador to China, HE Dr Geoff Raby. 
 
And being ‘Business literate’ is the key to success. 
 
For example, while speaking Mandarin or Cantonese is desirable to do business in China, it’s 
not essential, but having a physical relationship is, and although this has a cost in terms of 
time and money up front it will reap significant rewards in the long term. 
 
Dr Raby urged Australian business leaders to visit China regularly to build relationships at 
the highest levels, describing such visits as good corporate governance.  He also highlighted 
that China extends beyond Shanghai and Beijing and seeing first hand the economic growth 
in all 31 provinces would be rewarding. 
 
Understanding the importance of Beijing and the role of the Chinese government in investing 
in Australia is vital. 
 
 
13 It wasn’t personal – it’s just business 
 
The above famous line from The Godfather movies, reflects the tough nature of doing 
business. 
 
James MacKensie FAICD Chairman Pacific Brands, Lorna Davis President and Chairman 
Kraft Foods China and Clinton Dines Former President BHP Biliton China opened up on their 
personal experiences from the International corporate “Battlefield”. 
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They gave real examples of what people should be aware of in the rough and tumble of 
doing business.  They advised you must assume you have no recourse if something goes 
wrong and position yourself accordingly.  All the presenters stated that while all businesses 
are different, success is not rocket science, but neither are there any shortcuts to success. 
 
Three key principals came out of the discussions.  Firstly, comply with the laws of the 
jurisdiction in which you are operating.  Secondly, don’t break personal confidence.  Lastly, 
don’t do anything that would affect your own reputation. 
 
 
Congratulations 
 
Former NSW Premier, the Hon Nick Greiner AC FAICD was awarded a Life Fellowship of the 
Australian Institute of Company Directors. 
 
In accepting the honour, Mr Greiner reflected on 38 years serving on boards, noting that the 
pace of change facing boards today has created many challenges for directors. He also 
believes there is a lack of understanding by government and commentators about the role of 
directors. 
 
He stated the gap between perception and reality – the ‘elaborate fiction’ as he described it – 
has led to poor decisions by courts and governments.  He also gave his opinion about the 
balance between governance and innovation.  He said that too much governance leads to 
the extinguishing of any incentive to make a decision. He believes that some Australian 
businesses and Government agencies operate on the basis that every action or decision 
poses some element of risk and that they can somehow extinguish risk. The outcome from 
this “elaborate fiction” is if the risk can not be extinguished then the action or decision should 
not proceed. This is removing innovation, creativity and entrepreneurialism in Australia. 
 
 
Closing remarks 
 
I would like to thank Council for allowing me the opportunity to attend the conference and 
recommend that all Councillors undertake the Australian Institute of Company Director’s 
course and attend a future Company Director’s Conference to experience the quality 
presentations that are on offer and to mix with the numerous successful Australian business 
leaders who freely part with their experiences and opinions. The Conference Delegates list is 
contained in Attachment 2. 
 
 

ATTACHMENTS 
 
1  List of Conference Speakers  D02638520
2  List of Conference Delegates   D02638395
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22 June 2011 General Manager’s Report 

To the Ordinary Meeting General Manager's Unit

 

6.3 Link Road Audit Report      

TRIM REFERENCE: F2010/00500 - D02627299 

AUTHOR:  Jeff Simpson; Internal Auditor  
 

SUMMARY 
 
Internal Auditor’s report on the audit of the Link Road Project. 
 
 

RECOMMENDATION 
 
That Council receive the Internal Auditor’s report on the audit of the Link Road. 
 
 

 
At the initial request of the General Manager on 22 November 2010 and subsequently on 
24 November 2010 by a resolution of Council, Internal Audit was requested to undertake an 
audit of the Link Road project considering: 
  

 The business case to establish the need 
 The design brief and resultant specification 
 The budget development process including estimates and funding sources 
 The project management framework 
 The reporting and approvals 

 
The General Manager’s request also required consideration of any matters that would form: 
 

 non compliance 
 mismanagement 
 other matters that require intervention via new processes or disciplinary action 
 

In response to these Terms of Reference Internal Audit has compiled a detailed report 
covering the audit of Link Road Project. The report includes findings and specific 
recommendations along with broader observations and matters for consideration on project 
and other management practices in Council. 

 
The detailed audit report has been made available to all Councillors as a confidential 
document and will not be publicly available as allowed under s10A(2)(c) of the Local 
Government Act 1993 as a party named in the detailed report is a party Council is conducting 
business with and there is a significant dispute with them about its performance in that 
business relationship and information in the detailed report would, if disclosed, confer a 
commercial advantage on the party with whom Council is conducting business.   
 
However in the interests of openness and transparency the following is an edited extract 
from the Executive Summary of the detailed report together with details of the 
recommendations and other matters for consideration arising from the report.  
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1.  Introduction 
 
1.1. The Link Road had its origins in the 1980’s with the concept of a shortened route 

between Wyong and the new growth area of Warnervale being seen as an 
important means of stimulating the economic development in that area. The 
concept had strong management support from the two previous general managers 
and senior staff over that time. There has also been good political support at a 
federal level as seen in the preparedness to provide grant funding to the project. 
State government support in terms of funding has however been non-existent as 
the road has not been seen as a shorter term priority primarily on the basis on 
traffic volumes, cost and the availability of alternative routes. Council has on 
several occasions confirmed its commitment to the building of the road through 
inclusion of the road in the Warnervale Section 94 Contributions Plan and Council 
meetings in December 2004, February 2009 and October 2009. The full length 
road has been seen by Council as a key element in the regional arterial road 
network. It is only since late 2009 that doubt as to its need has been raised. 

 
1.2. Over its life, the project has been subject to a pattern of rising costs and funding 

uncertainty. The additional costs came from the need to deal with environmental 
impacts in a more sustainable manner, increased design and investigation work 
and left field costs associated with the leaking Hunter pipeline. Funding uncertainty 
came from a slow down in the collection of s94 contributions, threats to the base 
rate of contribution by proposed changes in State Government policies and doubts 
as to the continued availability of federal grant funding. Less than satisfactory 
project and financial management processes have exacerbated the extent of 
several of those issues along the way. 

 
1.3. The full length road project was officially deferred in early 2008 as the reality set in 

that the cost was prohibitive at that time. There was also significant uncertainty 
over future s94 contribution rates and there was no justifiable traffic need for the 
road in the short term. There was only grant funding of $5.5m and limited s94 
contributions had been collected to fund a project which was estimated to cost in 
the vicinity of $37.5m.  

 
1.4. Rather than lose the $5.5m grant funding Council was able to successfully negotiate 

with the Commonwealth Government for the grant funds to be applied to just the 
northern section of the road. At an estimated cost of $10.0m (in late 2008) it was 
expected that only $4.5m of s94 contributions would be required to fund a section 
which was seen to have a lower risk in terms of environmental and construction 
issues to manage. Completion of the northern section would also provide the 
promised improved access to the education facilities in that area and provide good 
access to the developable 32 hectares of Council owned land known as the 
Country Music site.   

 
1.5. Time became an issue once the decision was made in early 2009 to proceed with 

the shortened northern section. Formal approval for the grant funding to be applied 
to just the northern section was not received until 1 June 2009 and was with the 
condition that the funds be spent by 30 June 2010. Contracts and Special Projects 
and the contracted project manager’s staff, with the knowledge of relevant 
executive management, were required to accelerate project management 
processes with the construction project including going to tender without approved 
RTA designs for intersections. Additionally, a thorough examination of gas, 
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electrical and, tellingly, water works required was unable to be undertaken in the 
timeframe before tender. These matters were exacerbated by less than appropriate 
project and financial management processes within Council. They all resulted in a 
greater demand being placed on project team resourcing (provided through the 
contracted project manager) and Contracts and Special Projects. 

 
1.6. All these factors impacted on the costs and outcomes of the project. The total costs 

attributed to the project have been $15.5m against a budget of $11.9m. A more 
reasonable analysis of the costs associated with just the northern section of the 
road is that the actual costs have been $12.1m against an expected cost of 
$10.5m.  

 
1.7. A breakdown of costs is as follows: 

 

Component 

Original 
Budget 
Oct 2009 

Estimated 
Final 
Cost  

Variance 
Favourable 
(Adverse) 

  $'000 $'000 $'000 

Costs Directly Attributable to 
the Northern Section     
Consultancies 755 944 (189) 
Construction Contract  8,711 8,888 (177) 
Other Construction Costs 620 1,313 (693) 

Project Management 414 980 (566) 
Total Costs Directly 
Attributable to the Northern 
Section  10,500 12,125 (1,625) 
   
Other Costs Not Directly 
Attributable to Northern 
Section  

Portion of original design and 
investigation (70%) attributable to 
Southern Section 1,400 1,431 (31) 
Add Value Works - 629 (629) 
Hunter Pipeline Costs - 1,315 (1,315) 

Total Costs Reported to 
Council 24 November 2010 11,900 15,500 (3,600) 

 
 

Key Findings 
 

1.8. Major deficiencies have been identified in all the five areas of review specified in the 
Terms of Reference: 

  
 The decision to proceed with just the shortened northern section of the road 

was driven by the existence of the federal grant funding of $5.5m rather than 
good strategic decision making including a business case to establish the need 
for just the northern section of road at that time. 
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 There were significant deficiencies in the road design which was used for the 
construction tender. This was due to the urgency to go to tender being driven 
by executive management despite the concerns of Council’s project 
management staff that they were not ready as the RTA had not agreed to the 
intersection design. This design deficiency and other omissions added 
significant unbudgeted costs to the project. 

 
 There was significant uncertainty and confusion over the actual and budgeted 

costs of the road. The need to resolve design issues and omissions and the 
resulting sheer volume of variations meant that sufficient time was unable to be 
allocated by the contracted project manager to providing complete and timely 
financial data on the project.  

 
 There was also confusion within Council as to what costs the available funding 

was required to cover resulting in a significant misalignment of the project 
budget and available project funding. This was compounded by the underlying 
inadequacies of Council’s budgeting and financial reporting processes for 
projects within Contracts and Special Projects and Corporate Services.  

 
 The project management framework was deficient through lack of effective 

executive oversight and project management resourcing. Council project 
management staff were clearly stretched in the period from May 2010 to 
November 2010. The contracted project manager struggled administratively 
with the extent of contract variations arising from the design issues and 
omissions and the additional work arising from the leaking Hunter pipeline and 
other local water mains. 

 
 Reporting on the project within Shire Services was not well managed leading to 

reporting across Council and to Councillors being deficient in several aspects.  
Communication on the project by Contracts and Special Projects with other 
stakeholders including Development Assessment, Roads and Drainage and 
Economic Development was not effective primarily due to its limited nature and 
absence of a project steering group.    

 
1.9. Council has been effectively committed to expenditure without appropriate approval. 

This is considered to be a significant matter of non compliance with Council’s 
procedures. Council has however ultimately approved all expenditure incurred 
under the construction contract.  

 
1.10. Poor wider management processes have been evident in several instances. These 

are highlighted in the above and throughout the report including areas around 
financial management, risk management, environmental management and internal 
communications.  

 
1.11. The overall outcome of the project can be seen in a positive light as having: 

 
 Constructed a high quality roadway to RTA standards thereby enabling it to be 

classified as a regional road when (and if) the full length is constructed 
 Provided opportunity for the development of the Country Music site thereby 

better facilitating realisation of an asset to fund future projects within the Shire 
 Utilised grant funding of $5.5m which would have otherwise been lost to the 

community 
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 Established a stronger base from which to seek additional grant funding for the 
completion of the full road 

 Provided safer access to the educational facilities at Warnervale  
 Repaired a potentially dangerous section of the Hunter pipeline 
 Demonstrated the benefits of using a local supplier when faced with significant 

contractual issues  
 Built a major road asset in  a manner which is sensitive to the local 

environment 
 Undertaken works with a high regard to safety and proactively addressing the  

safety deficiencies of another involved party 
 Added value to the project through incorporation of other water mains works 

and the provision of facilities for expected future works  
 

1.12. From a less favourable perspective the overall outcome of the project can be seen 
as having: 

 
 Built a road to a standard which may not be required in the event that the full 

length of the road is never constructed 
 Unnecessarily drawn upon scarce s94 funds of $8.4m (and $4m higher than 

expected) thereby delaying delivery of other critical infrastructure to the 
Warnervale area 

 Been influenced to proceed based on an available grant rather than good 
strategic decision making  

 Failed to secure a clear funding commitment for a portion of the costs for the 
project from the RTA 

 Not delivered all initially expected components eg shared pathway, noise 
barrier, landscaping  

 Created a legacy 30,000 cubic metre stockpile of excess spoil which could 
have a significant disposal cost 

 Failed to secure any future RTA funding for the remainder of the road 
 Severely damaged advocacy prospects for funding from other bodies for the 

remainder of the road 
 Given rise to a range of contractual disputes some of which have been poorly 

managed 
 Incurred costs without clear authority to do so  
 

1.13. There were possible avoidable cost impacts in the form of the need for numerous 
design revisions, high standards of construction, additional project management 
time by both Council and the contracted project manager and use of day labour 
rates for additional works undertaken by the construction contractor. Exorbitant gas 
relocation costs were however largely unavoidable due to Jemena’s monopoly 
position. Legacy costs of excess spoil management and disposal and higher than 
expected maintenance of the landscaped areas will add to the cost burden over 
time. Deferred components such the noise wall and additional lighting and shared 
pathway will need to be constructed with other infrastructure already in place which 
may add to costs at the time of the works.   

 
1.14. The major additional cost impact was the totally unexpected damage to the site and 

costs of repairs due to the leaking Hunter pipeline connection under Sparks Road 
and the Link Road. This event alone added $1.3m to the overall cost of the project 
and is not necessarily reflective of poor management of the project. Its cause 
however demonstrates the legacy cost of accelerating the commissioning of the 
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Hunter pipeline in 2006 and the cost of responding to what became an emergency 
situation. 

 
1.15.  A further $0.6m of additional add value works were proactively undertaken to more 

effectively provide for future services and replace an existing water main.  
 
1.16. The project outcome was also impacted by less than satisfactory internal 

communications within Council. Key breakdown points included: 
 

 Environmental considerations not being adequately taken account of in the 
initial concept stage for the full length of road up to 2005  

 Knowledge of the risk of Hunter pipeline failure under Sparks Road not being 
available to the project managers 

 Limited internal consultation on the design with Council’s own experienced road 
design staff 

 Thoroughness of the information provided to the new Council in February 2009 
when effectively the decision to proceed with only the northern section was 
made 

 Knowledge of costs over-runs not effectively being communicated at key 
connect points including between the Shire Services Director and General 
Manager, between Chief Financial Officer and Corporate Services Director and 
through reporting to the Councillors  

 Deferral of various components of the project without consultation with other 
stakeholders including Development  Assessment and Roads and Drainage   

 
1.17. External interactions were also an issue for the project including: 

 
 Management of project administration matters with the contracted project 

manager 
 Dealings with the RTA on design approval and funding  
 Dealings with the gas utility, Jemena, on mains relocation costs 
 Dealings with local residents 

 
1.18. The review has also highlighted a number of behaviours which are largely a legacy 

of the “old organisation”. These include less than full and timely disclosure of 
information by management to facilitate good decision making and staff feeling 
uncomfortable in raising issues and challenging decisions at a higher level. Getting 
the right balance for environmental management processes across all areas of 
Council also still remains a significant challenge as well. It is noted that there is a 
strong correlation of these issues with those arising from other past problems as 
identified in Lessons Learned section of the Internal Audit report tabled at the 
March 2011 Governance Committee meeting. 

 

Overall conclusion 
 

1.19. The Link Road project is an unfortunate saga of what can go wrong with a major 
project in local government. The root cause of the problems, while largely centred 
on project management processes, however extends across many other areas of 
the organisation.  
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1.20. There are few surprises in what needs to be addressed to reduce the risk of similar 

problems occurring in the future. It is pleasing to note that Council management is 
well on the way to addressing the issues through various initiatives including 
greater focus on strategic and major projects, strengthened integrated planning 
and reporting and implementation of environmental management and risk 
management systems. Lessons learned from this audit process should also help. 

 
1.21. The adverse outcomes of this project are unfortunately not an isolated incident as 

several other projects have given rise to problems for Council. It is however also 
important to note that Council successfully completes many projects each year. 
Contract and Project Management can have up to 40 projects active at any one 
time. The outcomes of the Link Road project need to be considered in light of this.     

 
1.22. The problems with this project are however a salient reminder to all that Council still 

has many challenges in improving its management processes. The journey will 
take time but there also needs to be an increased urgency and support from all to 
get the appropriate frameworks in place and working effectively.    

 
1.23. Waning commitment to the completion of the full length of the Link Road 

significantly raises the possible consequences of what has occurred. The decision 
on the future of the southern section of the road needs to be considered in terms of 
longer term strategies with all stakeholders and with appropriate care and 
diligence. 

   

Recommendations 
 
1.24. The major recommendations arising from the audit are made with the objective of 

continuing the improvement process for both current and future major projects and 
Council more broadly. They should be the focus of future discussion and action to 
achieve improvements.  

 
1.25. The formal recommendations arising from the audit are as follows: 

 
1. Link Road concept: Council should undertake a full review of the Link Road 

concept covering aspects including funding in the form of section 94 contributions, 
grants and RTA contribution, traffic volume, environmental requirements, water 
infrastructure and stakeholder consultation in order to be in an appropriately 
informed position to make a decision on its future. A senior executive and project 
manager should be assigned to the review to ensure that it is undertaken with the 
appropriate level of management and stakeholder involvement. 

 
Management response: 
Agreed. A review will be undertaken to better inform decisions taken by Council 
as regards the full Link Road taking account of in particular long term regional 
traffic and water infrastructure strategies and funding options.  
 
Responsible officer:  Director Environment and Planning Services 
 Due date:    31 October 2011 
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2. Excess spoil: A project plan incorporating stakeholder consultation should be 
developed for the excess spoil that has been generated by the Link Road project 
in order to ensure that it is managed in an effective and compliant manner. A plan 
of management should be developed for the stockpile site. 

 
Management response: 
Agreed. A number of options are already being considered for the use of the 
stockpile of material. A plan of management will be put in place once these 
options are developed. 
 
Responsible officer:  Director Infrastructure Management  
 Due date:    31 August  2011 
 

3. RTA contribution: It should be ensured that appropriate processes are in place 
to proactively pursue a contribution to the cost of the Link Road from the RTA in 
order to maximise benefit to Council.  

 
Management response: 
Agreed. Initial negotiations have commenced. Once final costs are determined, 
including lighting, the matter can be resolved.  
 
Responsible officer:  Manager Asset Management 
Due date   31 July 2011 
 

4. Project health review: Council should conduct a health review of all current 
major1 projects to ensure that the appropriate level of resources (quantum and 
skill) is applied to the management of projects and that the projects are set to 
achieve outcomes consistent with the overall strategic direction of Council. In 
particular the review should focus on projects that are complex and/or have been 
driven by special interest groups, time, funding or other unique factors to ensure 
that the most appropriate strategic decisions have been/are being taken in the 
delivery of those projects. The review should also consider the rigour of designs 
and investigations and address any major concerns and/or opportunities for 
improved value to Council. Independent resources should be used to undertake 
the examination where significant conflicts of interest may exist or skills to 
undertake the review are not available internally.   
 
Management response: 
Agreed. Focus of the review will be on major projects included in the list at clause 
6.18 in this report where it is possible to significantly change the outcome or add 
value. A  lessons learned approach will be applied to projects after closure.  
 
Responsible officer:  Manager Major Projects  
Due date   31 October 2011 
 

 
5. Design and investigation processes: Disciplines around design and 

investigation processes need to be strengthened to better ensure that all major 
issues in regards to a project are properly considered prior to the commencement 

                                                 
1 A major project is a project with a value in excess of $5m.This value is below the Division of Local 
Government’s threshold for a major project which is set at 10% of Council’s annual ordinary rate 
revenue ie $5.9m.   
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of formal processes for tendering and other procurement activity. Design 
processes for major projects should be subject to independent review (internal or 
external) as considered appropriate. Significant deletions from or additions to 
approved designs of projects should be made in consultation with all key 
stakeholders as part of a normal stakeholder consultation and project review 
process. 
 
Management response: 
Agreed. The enhanced project management processes are to a large extent 
addressing this matter. Time driven projects will be more appropriately managed 
to ensure that design and investigation risks are more effectively managed.  
 
Responsible officer:  Director Infrastructure Management 
Due date   30 September 2011 
 

6. Project management system: Council’s Project Management System should be 
reviewed to better embed project management at an organisational level (more 
strategically focused). Enhancements which should be considered include: 

o Full and comprehensive consideration of the business case for a  major 
project where there are substantial changes in the scope in the pre-
construction phase 

o Establishment of a Project Control Group with appropriate technical and 
cross organisational representation for all major projects to ensure that 
effective project management processes are applied to the project at all 
stages 

o Clear definition of project management roles and responsibilities for 
both for in-house and outsourced project management structures 

o Gateway reviews at key points of major projects to ensure that 
decisions to proceed are made at the appropriate level within Council 
and in manner which maximises value obtained from the project 

o Refinement of the project risk management process to ensure 
alignment with the direction arising from the Enterprise Risk 
Management framework including showing the alignment between 
value management and risk management 

o Project reporting to executive management and Councillors and clear 
delineation of their respective roles 

o Ensuring consistency with the requirements and spirit of the Division of 
Local Government’s Section 23A Capital Expenditure Guidelines.  

 
Management response: 
Agreed.  The Project Management System is currently under review and these 
and other matters will be taken into consideration in that review process 
 
Responsible officer:  Manager Asset Management  
Due date   30 September 2011 
 

7. Contractual disputes: The General Counsel should be appraised on all 
significant current contractual dispute matters within Council, including Link Road, 
to ensure that appropriate action is being taken. The General Counsel should be 
briefed at the earliest possible stage where it is considered likely that a significant 
contractual dispute will arise to ensure that Council places itself in the best legal 
position to manage negotiations with the contractor or other parties.  
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Management response: 
Agreed.  Informal processes are now in place to facilitate early consultation with 
the General Counsel as regards significant contractual matters including potential 
disputes. Increased awareness around the role of the General Counsel and 
education of project managers on legal matters will further assist.  
 
Responsible officer:  General Counsel  
Due date   31 August 2011 
 

8. Financial management processes: Corporate Services, through the Chief 
Financial Officer, should review the effectiveness of the financial management 
processes around each major project to ensure that appropriate resources and 
processes are in place for the effective financial management of the project.   

 
Management response: 
Agreed. The financial management processes around the major projects detailed 
at 6.18 will be specifically reviewed in conjunction with the project managers to 
ensure that appropriate financial management processes are in place. 
 
Responsible officer:  Chief Financial Officer  
Due date   31 August 2011 
 

9. Lobbying efforts: Greater diligence should be applied to lobbying efforts to 
ensure that Council is lobbying for projects consistent with its overall strategy, that 
other funding for any shortfall is available and there is at least a supportable 
preliminary business case for the project. It should be clear who has overall 
responsibility for the lobbying activity. 

 
Management response: 
Agreed. Lobbying activity is being strengthened through the improved the 
integrated planning and project selection processes. Before any significant or 
major project proceeds there will be a clear business case which includes funding 
sources. This will enable lobbying for projects to be undertaken in a much more 
disciplined and strategically focussed manner. Much more discipline is being 
applied to major grant funding applications.  
 
Responsible officer:  General Manager  
Due date   31 December 2011 
 

10. Project risks: Significant risks and issues around all current major projects 
should be considered by the responsible Director to determine whether 
appropriate actions are being taken to address those risks and issues and to help 
better ensure that they are properly apprised of any significant underlying matters. 

 
Management response: 
Agreed. Risk management around major projects identified at 6.18 will be 
examined by responsible Directors in conjunction with Internal Audit. The 
Enterprise Risk Management strategy will develop strengthened risk management 
processes to be applied to projects including better integrating value management 
and risk management. 
 
Responsible officer:  General Manager/Directors  
Due date   31 August 2011 
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11. Environmental Management System: A review should be undertaken of the 

effectiveness of the processes being applied to implement the Environmental 
Management System (EMS) across all Service Units and at a senior management 
level. The review should consider the level of resources applied within 
Environment and Planning as well as Infrastructure Management and Community 
and Recreation Services to better help facilitate the effective implementation of 
the EMS across the organisation.  

 
Management response: 
Agreed. Progress on the implementation of the EMS has been hindered by the 
availability of resources to complete the project. A review will be undertaken of the 
status of the project and resources required to establish an EMS to the desired 
level within Council.  
 
Responsible officer:  Manager Environment and Natural Resources 
Due date   30 September2011 
 

12. Reporting to Councillors: Reporting of significant matters to Councillors should 
be made at the earliest possible opportunity rather than wait for all issues or 
related matters to be identified and included in a formal report. Further reporting 
via briefings or a business paper item should be undertaken if necessary for 
significant matters. All reports to Council should clearly identify the key issues 
relating to particular matters in order to provide sufficient information to enable 
effective decision making.  
 
Management response: 
Agreed. The timeliness and completeness of information provided to Councillors 
on significant matters is seen as essential in keeping them well informed on all 
key matters relevant to their role. This is seen as an on-going process where 
significant improvement has been made in a number of areas particularly in the 
past six months. The risk escalation process which will be implemented through 
the Enterprise Risk Management strategy and Global Reporting Initiative will 
further improve the timely and complete reporting of risks and thereby further help 
reduce the surprise element.  
 
Responsible officer:  Director Corporate Services  
Due date   31 December 2011 
 

13. Country Music site: The future use and potential value of the Country Music site 
needs to be more thoroughly considered as part of the long term strategic 
planning process.  
 
Management response: 
Agreed.  The future use of this site is subject to the outcome of the Precinct 7A 
rezoning review. The Economic and Property Development Unit is considering the 
longer term opportunities for the site as part of the long term integrated planning 
process.  
 
Responsible officer:  Corporate Services Director  
Due date   30 June 2012 

.      
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14. Project management capability: A project management capability assessment 
process should be developed and undertaken for all key project management 
roles across Council, including the Executive and Service Unit Managers, in order 
to assess current capability levels and project management training requirements 
for these key roles within Council. 

 
Management response: 
Agreed.  A capability assessment process will be developed and applied to all key 
positions managing projects within Council.  
 
Responsible officer:  Corporate Services Director  
Due date   31 December 2011  

 
15. Project manager performance: A thorough performance review process should 

be established for all senior project management staff. All Project Directors and 
Project Managers should be subject to a comprehensive review process each six 
months. The reviews should be conducted by the relevant Service Unit Manager 
in conjunction with their Director and with input from the Human Resources 
Manager.   

 
Management response: 
Agreed. A more comprehensive project manager performance review process will 
be applied for the next twelve months to help facilitate the strengthening of the 
standard of project management. 
 
Responsible officer:  Directors  
Due date   31 March 2012 
 

 
16. Matters subject to investigation: Public comments on matters which become 

subject to an investigation or audit should be left until the review process is 
complete.  

 
Management response: 
Agreed. This will be reinforced through the consideration of this report by Council.  
 
Responsible officer:  General Manager 
Due date   30 June 2011 
 

 
17. Councillor and staff interaction: The Chief Executive, Division of Local 

Government, should be approached in collaboration with other Councils to 
consider the issue of a Circular or other further guidance document regarding the 
interaction between Councillors and staff including examples of what constitutes 
inappropriate interaction.  

 
Management response: 
Agreed. It is expected that a revised model Code of Conduct will be issued by the 
Division of Local Government in 2011. A submission will be made to the Division 
of Local Government covering pertinent issues of concern. 
 
Responsible officer:  General Manager 
Due date   31 July 2011 
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Summary of management responses 
 

1.26. The recommendations have been discussed in detail with Council management and 
agreed action plans including timeframes and owners have been developed for 
their implementation. Management have responded in a very positive manner 
towards the recommendations in the report and all significant recommendations 
have been endorsed for action. Internal Audit will follow up the implementation of 
the recommendations as part of its normal recommendation follow up process.  

 
1.27. Other matters for consideration have also largely been endorsed by management 

and will be incorporated in the on-going management review of processes as 
appropriate. Directors and Service Unit Managers are encouraged to consider 
those relevant to them for action.  Internal Audit will also consider as necessary the 
items included in the other matters for consideration as part of the overall audit 
follow up process. 

 
1.28. The cooperation of all staff interviewed as part of the audit process has been fully 

supportive. External parties approached have also participated in the process in a 
cooperative manner. There is a strong desire shown by all to help improve 
Council’s processes for the future. 

 
 

Other Matters for Management Consideration 

 
Specific to the project 
 
1. Negotiations with the contracted project manager regarding the charges for services 

rendered on the Link Road project need to be undertaken by the Manager Contract and 
Project Management in conjunction with the General Manager and Director Infrastructure 
Management in order to achieve the best negotiated outcome for Council. 

2. The claim for the $742k of consequential losses arising from the leaking Hunter pipeline 
against the Water Fund and sharing that component with Gosford City Council needs to 
be finalised.  

3. The accounting treatment of costs associated with the Link Road including the costs of 
the design and investigation of the southern section of the road and the new section of 
Sparks Road constructed on behalf of the RTA should be considered by the Chief 
Financial Officer in order to ensure compliance with accounting standards.  

 
Project management  
 
4. The process of reporting project performance to executive management and Councillors 

should be reviewed as part of the review of Council’s reporting process considering 
timeframes, distribution and content including significant costs over runs or significant 
outcome changes and the key actions and timeframes to address issues arising 
therefrom.  

5. The General Counsel should undertake an education program for key staff on the 
management of legal aspects of contracts.  



6.3 Link Road Audit Report (contd) 

 

- 230 - 

6. Significant contractual disputes should be escalated through to Director and/or General 
Manager level in a timelier manner to facilitate broader consideration of opportunities to 
favourably resolve matters.  

7. Approval from Council for contract variations in excess of contingency should be sought 
by management prior to the contingency amount being exceeded. 

8. Project governance structures should clearly define the senior executive (General 
Manager or Director) and project manager ultimately responsible for the delivery of each 
project as well as the ultimate asset owner in order to enhance accountability for the 
successful completion of projects. Roles and responsibilities at the various levels should 
be clearly documented and understood. 

9. There needs to be a much increased level of compliance around the project review 
process as set out in the Project Management System to ensure that learnings of good 
and less effective practice can be taken from the projects undertaken. This process 
should include examination of value for money and measurement of the project against 
key project management performance criteria. Outcomes of the reviews should be widely 
available across the organisation. 

10. A future workforce plan for Contracts and Project Management and Major Projects should 
be developed by project and skill set required in order to better achieve the right mix of 
project management resources. 

11. There should to be increased short term management oversight of the transition to the 
change of the mode of delivery of project management services from largely an out-
sourced to an in-sourced arrangement to ensure that new project managers are properly 
complying with Council’s systems and procedures.  

12. Council should have in place effective performance monitoring of staff project managers 
to ensure that the appropriate level of project management standards are being met by 
the internal providers across the key project management performance criteria. All project 
managers should have a clear understanding of their accountability, responsibility and 
authority on their assigned projects. 

13. Expected standards of performance for consultants, including technical quality of product, 
should be clearly established at the commencement of each engagement. Where 
significant difficulties arise with the performance of contractors appropriate escalation 
processes through to executive management need to be put in place well before they 
become formal disputes to ensure that Council best protects its interests. 

14. Roadworks projects which could receive contributions from the RTA need to be clearly 
identified and processes put in place to get commitments that the RTA is able to provide 
funding, the timing of that funding and the basis upon which it will be calculated. A 
nominated senior executive should oversee the overall RTA relationship. 

15. Council should strengthen processes in relation to utilities (including Telstra, Jemena and 
Energy Australia) in order to better manage project costs, other impacts and obtain 
approval of designs and completed construction works. A nominated manager should 
oversee the overall relationship with these organisations. 

16. Processes around the reporting of variation of contracts to Council should be reviewed 
considering matters including efficiency of data gathering, extent and usefulness of 
reporting undertaken and distribution of reports. 

17. Processes to obtain Council approval for contract payments beyond the initially approved 
amount should be reviewed to facilitate approval of variations before effective 
commitment to the expenditure occurs and to better cater for emergency or special 
circumstances. 

18. The methods of procuring significant additional work under a contract should be set at the 
time of preparing the initial contract in a manner which provides best value to Council in 
the event of a major change in scope under the contract.   

19. Monthly reporting on projects by Contract and Project Management and other Service 
Units should be reviewed with a view to ensuring they meet the user’s needs, are timely, 
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accurate, consistent, efficient in preparation and informative so as to focus attention on 
key issues and avoid information overload.  

20. Senior engineering and project management staff in Infrastructure Management should 
have an appropriate technical training plan in place to ensure that the level of 
professional knowledge applied to Council projects is in line with current professional 
standards.   

21. New councillors should be fully briefed on the nature of major projects including other 
possible options which may have been previously discarded.   

22. Council should not establish open ended contractual arrangements for the provision of 
professional services. Strengthened controls, procedural and/or contractual, should be 
put in place for professional services contracts to ensure that Council is better protected 
from weak internal administration or over servicing and/or poor performance by the 
contractor. 

23. Council should examine the possibility of reducing the penalty rate for day labour for 
future contracts.  

 
Financial management 
 
24. Corporate Services need to take greater responsibility to ensure that processes are in 

place to ensure that the financial information in all financial systems is accurate and 
complete.  

25. Financial reporting on projects should report on the costs of the project against total 
original project budget and current project budget in addition to the annual and year to 
date budget.  

26. Budgets for all projects need to be correctly allocated in all financial records for a project 
including specific project cost worksheets and the Oracle Project Accounting and Oracle 
Financial applications. 

27. Corporate Services staff need to develop an appropriate level of understanding of the 
Oracle Project Accounting module.  

28. The level of estimated funding required for major projects needs to be much better 
established to ensure that Council is not put in the situation of having committed itself or 
others to a significantly underfunded project. This includes ensuring that Section 94 
contributions will be adequate to cover the cost of the planned infrastructure. 

29. Formal grant funding applications should be made with full and complete information (as 
available that time) to ensure the application can be properly considered at both a 
Council and funder level. This should include well developed concepts based on 
appropriate designs and investigations. 

30. Project managers need to ensure that all financial information including cash flows used 
in the project management process, whether budget or actual, is consistent with the 
primary financial records maintained by Corporate Services. 

31. The “WSC Emerging Risks/Opportunities Log” in the monthly Financial Report should 
have an assigned risk owner, risk rating using the corporate risk assessment table as to 
consequence and likelihood and record actions being taken to address risk. Worst case 
financial exposures in excess of $1.0m should be escalated to the Corporate Risk 
Register.  

32. The format of reports to Council for major tenders relating to major and significant 
projects should be reviewed to ensure that they clearly identify the total project costs and 
the approved funding source for all significant components of the project. The review 
should also take the opportunity to explore other refinements around the other 
information disclosed. 

33. Increased flexibility – higher and lower – should be applied in setting the contingencies 
on contracts to so as to better reflect the price and complexity risks of the contract and 
thereby facilitate more effective project management.  
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34. Operational management should ensure that significant budget exposures, whether 
under or over, should be conveyed to Corporate Services as soon as there is a 
reasonable belief (rather than absolute certainty) that there will be a significant variation. 

35. Corporate Services should develop an internal escalation process for reporting significant 
financial matters to the Chief Financial Officer and Corporate Services Director in a 
timelier manner. 

36. Significant unprocessed or disputed invoices or potential cost recoveries from contractors 
should be drawn to the attention of Corporate Services on a timely basis.  

37. The annual financial plan should clearly identify draw downs of previously received grant 
funding.  

38. The annual plan process should ensure a consistency of financial information between 
the various components including the rolling works program. 

39. Reporting on the financial status of projects by the asset owner should be undertaken 
after appropriate consideration of the project status in conjunction with the project 
manager and other relevant stakeholders.  

 
Risk management 
 
40. Implementation of key elements of the Enterprise Risk Management (ERM) strategy 

project should be brought forward to ensure that more effective risk management 
processes are applied to projects across the organisation (including risk escalation 
process, risk management committee and risk management software). 

41. Risks identified in all reports to Council and management should be quantified where 
possible with a residual risk rating based on the corporate risk rating table.  

 
Environmental management 
 
42. A monthly report should be compiled by the Environmental Assurance Officer identifying 

actions being taken in relation the more significant environmental issues being managed 
within Council. The adequacy of actions being taken should be considered by the 
Executive and the Manager Environment and Natural Resources.  

43. The roles of the Environmental Assurance Officer, the Environmental Management 
Coordinator and environmental officers in Compliance and Regulation should be 
reviewed to ensure that they cover areas of higher risk across the organisation rather 
than being predominantly focussed more routine operational areas of Council. 

44. All current and future major projects should incorporate effective consultation with key 
environmental management personnel to facilitate better decision making in regards to 
environmental aspects of the projects. 

45. The designs and costs estimates for both current and future projects in significant 
environmental areas need to be carefully assessed to ensure that full account has been 
taken of the environmental conditions which are likely to apply to those projects. 

46. Communication between the Environment and Planning Department and other areas of 
Council on formal matters needs to be undertaken in a more effective manner to ensure 
that issues are addressed in a manner which achieves the best sustainable outcome for 
the community   

47. Significant conditions applied to Part 5 assessments should be monitored by 
Development Assessment to ensure adherence and timely and effective resolution of 
non-compliance issues.  

48. Conditions which would normally apply under a Development Assessment process but 
which have been excluded from a project because a part 5 approval process has been 
used should be considered for inclusion and monitoring in the project in order to maintain 
appropriate standards.     
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49. Environmental management training should be undertaken by all staff in the newly 
created Economic and Property Development and Major Projects Units and new staff to 
the Infrastructure Management and Community and Recreation Services to ensure that 
there is a consistent level of knowledge of environmental requirements across Council.  

50. Refresher environmental management training should be provided to all Infrastructure 
Management and Community and Recreation Services on an annual basis. 

51. Coordinated approaches need to be put in place within Council to better manage 
processes around conservation offsets arising from projects on Council owned land 
including compensation levels and advance planning of current and future requirements 
to ensure effective stakeholder consultation and the best long term benefit for the 
community. Bio banking strategies should be considered as part of the improved 
processes. 

52. Council needs to have in place a process to ensure that actions referred to in the 
statements made in affidavits to the Land and Environment Court in respect of the waste 
management prosecutions are clearly identified, assigned an owner and monitored to 
ensure that the actions are completed in a timely manner.  

 
Other management practices 
 
53. Improved communications channels need to be in place between and across the 

Executive and next levels of management in order to allow issues to effectively rise 
through and across the organisation and be more appropriately considered. 

54. Matters identified as confidential should be considered from a financial, environmental, 
legal and regulatory and overall risk perspective and relevant parties including Chief 
Financial Officer, General Counsel, Internal Auditor and Manager Land Use Planning and 
Policy Development should be included in the communications loop and take actions 
appropriate to their roles.    

55. The General Manager and/or Directors should draw to Councillors’ attention any major 
matters which are included in reports to Council which are not raised at a Council 
meeting and are considered materially relevant to any decision being made by 
Councillors. 

56. The Mayor should ask at Council meetings whether there are any matters included in the 
business papers which either the General Manager, Directors or General Counsel would 
like to bring to their attention. This should also apply to those reports which are passed 
by Council without discussion.  

57. Managerial staff within Council should be further encouraged to feel comfortable in 
raising issues, including those previously disregarded, more broadly across the 
organisation to ensure that information is being adequately disseminated and issues 
properly actioned by the organisation.  

58. Council management needs to ensure that there is appropriate knowledge transfer where 
there have been changes in responsibility on key matters or functions of Council. 

59. Matters involving significant disputes with external parties should be more widely referred 
through the organisation to ensure that all opportunities for a solution can be 
appropriately explored including at a General Manager level. 

60. Council managers need to be much more proactive and take greater responsibility in 
seeking legitimate opportunities for recovery of costs from other parties including through 
insurance, legal or other negotiated means. All current significant opportunities for 
recoveries should be identified and appropriate action taken to seek the best outcome for 
Council. 

61. All significant matters where there may be a liability for an act by another party which has 
impacted Council should be referred to Council’s insurance and legal areas to ensure 
that Council is placed in the best position to minimise its costs. 
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62. Personnel files should include all relevant staff performance matters in order to provide a 
recorded history of personnel performance and help support any future decisions on 
performance matters. 

 
Other specific matters 
 
63. A plan of management should be put in place for the on-going maintenance of the 

Country Music site to ensure that all environmental and other requirements are properly 
managed. 

64. The handover from the contract project manager of contracts under management should 
be carefully reviewed by Contract and Project Management to ensure that all matters of 
significance are being properly addressed including their future resourcing.  

65. Council should consider making representations to the State Government as regards the 
pricing methods applied by Jemena for alterations to its infrastructure. 

66. All Councillors and all staff interacting with Councillors should receive further Code of 
Conduct training covering interactions between staff and Councillors.  

67. Where there is a high likelihood of public debate around a matter coming before Council 
Councillors should receive the benefit of a briefing before the Council meeting in order for 
public comment to be made on full information from key staff involved in the matter.   

68. Councillors should receive Code of Conduct and legal training as regards the making of 
public comment which may go to the performance of individual staff or other parties 

69. All staff with staff performance responsibilities should be provided with training in 
management of sensitive staff matters including the importance of confidentiality.  
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