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MINUTES OF SHIRE OF YORK 
AUDIT AND RISK COMMITTEE MEETING 

HELD AT THE COUNCIL CHAMBERS, YORK TOWN HALL, YORK 
ON MONDAY, 3 DECEMBER 2018 AT 4.00PM 

 

The York Shire Council acknowledges the traditional owners of the land on which this 
meeting will be held. 

1 OPENING 

1.1 Declaration of Opening 

Cr David Wallace, Shire President, declared the meeting open at 4.00pm. 

1.2 Disclaimer 

The Shire President advised the following: 

“I wish to draw attention to the Disclaimer Notice contained within the agenda document 
and advise members of the public that any decisions made at the meeting today, can be 
revoked, pursuant to the Local Government Act 1995. 

Therefore members of the public should not rely on any decisions until formal notification in 
writing by Council has been received. Any plans or documents in agendas and minutes may 
be subject to copyright. The express permission of the copyright owner must be obtained 
before copying any copyright material.” 

1.3 Standing Orders 

Nil 

1.4 Announcement of Visitors 

Nil 

1.5 Declarations of Interest that Might Cause a Conflict 

Nil 

1.6 Declaration of Financial Interests 

Nil 

1.7 Disclosure of Interests that May Affect Impartiality 

Nil 

2 ATTENDANCE   

2.1 Members 

Cr David Wallace, Shire President; Cr Kevin Trent, Deputy Shire President;  
Cr Denese Smythe; Cr Heather Saint; Cr Pam Heaton; Cr Jane Ferro; Cr Denis Warnick 
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2.2 Staff 

Paul Martin, Chief Executive Officer; Suzie Haslehurst, Executive Manager Corporate & 
Community Services; Darren Wallace, Executive Manager Infrastructure & Development 
Services; Tabitha Bateman, Finance Manager 

2.3 Apologies  

Nil 

2.4 Leave of Absence Previously Approved  

Nil 

3 APPLICATIONS FOR LEAVE OF ABSENCE   

Nil 

4 PRESENTATIONS   

Formal Audit Exit Interview – Office of the Auditor General – via telephone 

5 CONFIRMATION OF MINUTES OF PREVIOUS MEETINGS  

 The Minutes of the Audit Committee Meeting held 2 July 2018 received by Council and 
recommendations adopted at the Ordinary Council Meeting held 23 July 2018 
(Resolution 150718). 

6 ANNOUNCEMENTS BY PRESIDING MEMBER WITHOUT DISCUSSION  

Nil 
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7 OFFICER'S REPORTS 

7.1 AUDITED FINANCIAL STATEMENTS FOR THE YEAR ENDED 30 JUNE 2018 

File Number: FI.FRP 

Author: Tabitha Bateman, Finance Manager 

Authoriser: Suzie Haslehurst, Executive Manager, Corporate & Community 
Services  

Previously before 
Council: 

Not Applicable  

Appendices: 1. Annual Financial Statements 2017/18    

  
NATURE OF AUDIT COMMITTEE’S ROLE IN THE MATTER 

Legislative/Executive 

PURPOSE OF REPORT 

This report presents documents relating to the finalisation and audit of the Shire’s financial 
statements for the year ended 30 June 2018 for the Audit Committee’s consideration and 
recommendation to Council. 

BACKGROUND 

In accordance with Section 5.54 of the Local Government Act 1995 (the Act), the Shire is required 
to prepare an annual financial report by 30 September for the previous financial year for submission 
to its auditor. Section 7.2 of the Act requires that the accounts and annual financial report of the local 
government are audited by an auditor and Section 7.9 prescribes the conditions under which the 
audit is to be conducted. Part 4 of the Local Government (Financial Management) Regulations 1996 
prescribes what is to be included in the report. 

COMMENTS AND DETAILS 

In October 2017, the Local Government Amendment (Auditing) Act 2017 was proclaimed, giving the 
Auditor General the mandate to audit local governments in Western Australia. This arrangement was 
set to be staged so that by the financial year 2020-21, all local governments will be audited by the 
Auditor General. As the Shire of York’s audit contract with Moore Stephens expired following the 
2016/17 financial year audit, the Auditor General took responsibility for the Shire’s audit however, 
engaged Moore Stephens to undertake the audit field work and preliminary examination processes.  

The key areas of focus for the 2017/18 financial year included: 

a) Revenue and Expenditure   

b) Property, Plant and Equipment, and Infrastructure  

c) Employee Benefit Provisions, and  

d) Significant Adverse Trends 

Throughout the course of the audit the auditors identified risks and tested the Shire’s internal controls 
and concluded, based on the information reviewed, that they were satisfied with the figures disclosed 
in the annual financial report. The Auditor General did however, raise some concern over the Shire’s 
operating surplus ratio with the advice to carefully monitor the Shire’s operations and be mindful of 
this ratio during budget preparation and budget reviews.  

The Department of Local Government sets an operating surplus ratio target of at least 0.01 which 
would indicate that a local government could fund net operations from its own revenue sources. The 
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Shire of York reported an operating surplus ratio of (0.12) for 2017/18 which reflects the Shire’s 
continuing challenge to fund depreciation from operations. While the ratio has declined in 
comparison with the previous financial year, the depreciation charge, which is a non-cash 
expenditure, increased by $440,000. This spike was largely due to a recent revaluation of drainage 
assets in the Shire which had a direct impact on the operating ratio.  

In accordance with Regulation 50 of the Local Government (Financial Management) Regulations 
1996, there are seven ratios that are required to be disclosed in the annual financial report. These 
ratios are a useful guide when preparing budgets and planning for the future however should not be 
considered in isolation. If a local government continually reported a number of ratios below the basic 
standard it may indicate the need for remedial action. In the Shire’s case however, officers are of the 
opinion that this one ratio should not be used to measure the overall financial health of the 
organisation and that over time, this ratio can be improved.  
 
Consequently, further review of the Shire’s depreciation rates and remaining useful lives of assets 
is planned for the coming year. Additionally, officers will be using the quarterly finance and costing 
review process and future mid-year budget reviews as an opportunity for a financial health check 
with close consideration to the statutory ratios and trends. 
 
In addition to depreciation, other factors impacting the operating result include, but are not limited 
to;   

• Additional road maintenance expense approximately $86,000. 

• The review of the town planning scheme $111,000 

• Additional expenditure to support events $75,000 

• Staff turnover and payment of leave entitlements  

Notwithstanding the above, Council increased its level of reserves by $520,000 and ended the year 
with $4,261,327 cash on hand at the end of the year, an increase on 2016/17 of more than $1.2M. 
The Shire has reported a carried forward surplus of $1,750,159 primarily due to the early payment 
of the Financial Assistance Grants of $770,000 and unspent funds budgeted for capital works in 
2017/18 which were either deferred, re-scoped or unable to be completed due to the impaired 
organisational structure. Consequently, these funds have been carried forward in 2018/19 and 
allocated to relevant projects.  

The Shire also undertook a detailed assessment of Land and Building assets, and other 
infrastructure during the year which resulted in a net increment of $1.7M. As a result of this process 
and in accordance with AASB101, corrections were made to prior periods to a) recognise the Shire’s 
50% share of the York Racecourse which had not previously been brought into the Shire’s financials, 
b) reflect the results of the physical drainage inspection completed during 2017/18 and c) reclassify 
a group of assets from Buildings to Infrastructure – Parks and Reserves. The above adjustments are 
explained in Note 27 of the financial report and reflected in the movement in non-current assets on 
the Shire’s Statement of Financial Position. These adjustments are non-cash in nature and bear no 
impact on the financial results for the year. 

Ratio Analysis 

In accordance with Regulation 50 of the Local Government (Financial Management) Regulations 
1996, an analysis of the financial results by ratio is required to be provided (see note 26 of the 
financial report).  The table below outlines the Shire’s ratios for the past six years. It should be noted 
that the red-coloured ratios are below the Department of Local Government’s basic target, the 
amber-coloured ratios meet the Auditor General’s lowest target but not the Department’s, and the 
green ratios indicate the Shire has met the Department’s basic standard or above. 

• Current Ratio – indicates the Shire’s capacity to meet short term financial obligations, i.e. the 
capacity to pay outstanding creditors and current leave liabilities with non-restricted cash and 
outstanding debtors.  While still above the benchmark, this ratio is trending downwards.  
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• Asset Sustainability Ratio – indicates whether the Shire is renewing or replacing assets at the 
same rate that assets are wearing out and compares renewal expenditure with depreciation.  The 
Shire recognised that in previous years this ratio sat below the standard of 0.9 and therefore 
consideration was given to the need for increased renewals as opposed to expenditure on new 
initiatives. Budgets have been developed with a focus on maintenance and renewals in an effort 
to preserve the assets the Shire currently holds. The drop in this ratio reflects the significant 
increase in depreciation relating to the recognition and valuation of drainage assets within the 
Shire. It is noted that while this ratio sits below the Department’s benchmark, the OAG allows a 
basic level of ≥ 0.8. 

• Debt Service Cover Ratio – indicates the capacity to meet loan repayments as and when they 
fall due.  The Shire’s ratio is above the Department’s advanced standard benchmark.  

• Operating Surplus Ratio – measures the Shire’s ability to cover operational costs and have 
revenue available for capital or other purposes.  The basic standard for this ratio is between 0.01 
and 0.15.  Aside from the 2016/17 FY, the Shire has reported a negative result for a number of 
years which reflects largely the increase to depreciation but also the recent challenging times 
experienced in the Shire. Whilst below the benchmark, it can be noted that it is not unusual for 
Councils, large and small, to report a negative operating surplus ratio. This is evidenced by 
comparing York to the regional and state averages (see table).  

• Own Source Revenue Ratio – has remained constant over the past six years and indicates the 
capacity to generate income to meet operating costs from the Shire’s own sources.  

• Asset Consumption Ratio – measures the extent to which depreciable assets have been 
consumed compared to their written down cost. The basic benchmark is met if the ratio is above 
0.5 and is improving if between 0.6 and 0.75.   

• Asset Renewal Funding Ratio – measures the financial capacity of the Shire to fund asset 
renewal as required.  This ratio is calculated using information contained in the Long Term 
Financial Plan and Asset Management Plans not the Annual Financial Report.  The minimum 
standard for this ratio is between 0.75 and 0.95. While recent focus has been placed on renewals 
expenditure, it is expected that data contained in the Asset Management plans will be reviewed 
and improved, as will the Shire’s ability to address this ratio. 

 

Statutory 
Ratios 

DLGC 

Basic 

Target 
Actual 
2018 

Adjusted 
2018 

Actual 
2017 2016 2015 2014 2013 

Previous 
Year 

Regional 
Avg* 

Previous 
Year 
State 
Avg* 

Current Ratio ≥ 1.0 1.80 2.38 3.19 1.87 3.36 3.22 2.42 2.33 2.22 

Asset 
Sustainability 
Ratio  ≥ 0.9 0.83 0.83 1.22 0.50 0.43 0.53 0.49 1.31 1.18 

Debt Service 
Cover Ratio ≥ 2 6.10 3.81 8.25 1.76 8.69 2.87 5.66 10.37 12.41 

Operating 
Surplus Ratio  ≥ 0.01 (0.12) (0.23) 0.04 (0.29) (0.06) (0.23) (0.22) (0.18) (0.11) 

Own Source 
Revenue 
Coverage 
Ratio ≥ 0.4 0.72 0.72 0.74 0.70 0.70 0.69 0.68 0.54 0.67 

Asset 
Consumption 
Ratio ≥ 0.5 0.71 0.71 0.73 0.85 0.86 0.74 0.79 0.79 0.73 

Asset Renewal 
Funding Ratio ≥0.75 1.74 1.74 0.97 0.48 0.75 0.84 0.84 0.97 0.94 

 

 *2017/18 state and regional averages not available at time of preparing this report. 
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Next Steps 

Once the Audit Committee recommends the Annual Financial Report 2017/18 for adoption by 
Council, the financials will be incorporated into the Annual Report and presented to Council at the 
December Council meeting with a proposed date for an Annual Electors’ Meeting to be advertised. 

IMPLICATIONS TO CONSIDER 

Consultative 

Moore Stephens 

Office of the Auditor General 

Policy Related 

Policy F1.3  Significant Accounting Policies 

Policy G4.5  Asset Management 

Policy G4.6  Risk Assessment and Management 

Legal and Statutory 

Local Government Act 1995 

Section 5.54  Acceptance of Annual Reports 

Section 6.4  Financial Report 

Section 7.2  Audit 

Section 7.9  Audit to be Conducted 

Local Government (Audit) Regulations 1996 

Regulation 10 Report by Auditor 

Local Government (Financial Management Regulations) 1996 

Part 4 – Financial Reports  

Regulations 34-51 (relating to information to be included in annual financial reports) 

Risk Related 

Following acceptance of the Annual Report, under section 5.27 of the Local Government Act 1995 
the Shire has 56 days to hold an Annual General Meeting of Electors. This meeting is planned to be 
held 4 February 2019 at 6.00pm, if approved by Council at the upcoming Ordinary Council Meeting 
on 17 December 2018. 

The requirement to have the Shire’s annual financial statements audited and lodged with the 
Department of Local Government is a legislative obligation. Section 5.54 of the Act requires the 
annual report for a financial year to be accepted by the following 31 December in each year or 2 
months after the auditor’s report becomes available. Failure to do so exposes Shire officers and 
Councillors to significant risk. This report and its appendices mitigate this risk.  

VOTING REQUIREMENTS  

Not applicable.  
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COMMITTEE RECOMMENDATION   

Moved: Cr Jane Ferro Seconded: Cr Denese Smythe 

That the Audit Committee recommends that Council: 

1. Accepts the Annual Financial Report for the year ended 30 June 2018 including the 
Independent Audit Report from the Auditor General, and; 

2. Requests the CEO to finalise the annual report and present it to the December Council 
meeting along with a proposed date for the annual electors meeting. 

CARRIED: 7/0 
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7.2 FINANCE AND COSTING REVIEW FOR THE QUARTER ENDED 30 SEPTEMBER 2018 

File Number: FI.FRP 

Author: Tabitha Bateman, Finance Manager 

Authoriser: Suzie Haslehurst, Executive Manager, Corporate & Community 
Services  

Previously before 
Council: 

Not applicable  

Appendices: 1. Finance and Costing Review Summary 2018/19 - Quarter 1    

  
NATURE OF THE AUDIT COMMITTEE’S ROLE IN THE MATTER 

Review 

PURPOSE OF REPORT 

This report presents the results of the quarterly Finance and Costing Review for the period ending 
30 September 2018 for the Audit Committee’s consideration and recommendation to Council. 

BACKGROUND 

In 2017, officers developed a procedure called the Finance and Costing Review (FACR). The main 
objectives of this process were to ensure regular monitoring of income and expenditure in accordance 
with the adopted budget and to improve accountability, transparency and knowledge of officers who 
are responsible for accounts within the budget. 
 
This process formalised quarterly reviews of the annual budget, the results of which further assist to 
inform the mid-year budget review and the budget planning process by highlighting over or under 
income and expenditures and forecasting the year end position. 

COMMENTS AND DETAILS 

As part of the annual budget preparation, officers across the organisation are assigned projects and 
accounts within the budget for which they are responsible to monitor and manage. At the close of 
the quarter, responsible officers met with the Executive Management Group to analyse budgets and 
consider any variations to the adopted budget. 
 
Following this review process, a summary of all material variances was compiled for consideration 
by the Audit Committee and is attached to this report.  
 
To date, the results of the FACR process have not been presented to the Audit Committee, instead 
budget amendments were presented to Council throughout the year for approval or as part of the 
mid-year budget review. Officers are of the opinion however, that regularly reporting to the Audit 
Committee ensures members are aware of any variations to budgets and projects encountered 
throughout the financial year.  
 
It is expected that requests for variation at the first quarter FACR will be minimal considering the 
year is only three months along. However, the first quarter review is a practical time to address 
variations to the budgeted carried forward surplus determined as part of the annual audit process. 
 
Following the close of the 2017/18 financial year and subsequent financial audit, there was a net 
variation of $170,671 between the budgeted surplus carried forward and the actual surplus 
determined as part of the audit. As a result, officers are proposing budget amendments to cater for 
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this discrepancy ranging from savings on completed projects, projects being deferred and additional 
funding being received. Consequently, the net impact of the first quarter FACR is $381. 
 
It should be noted, that to achieve the above, a number of projects are proposed to be deferred or 
re-scoped totalling $122,700. These include; 

• Administration Carpark – in accordance with Council Resolution 100918 funds for this project 
were reallocated to completion of the RV Park Relocation. Further planning is required to 
complete the Administration Carpark due to the recent sale of the Masonic Hall. The 
Executive Management Group will work with the new owners to develop a plan for the area 
and propose to include an allocation in the 2019/20 budget. 

• Demolition of the Old Infant Health Centre – adjacent to the Masonic Hall, demolition of this 
building will be planned in conjunction with the administration carpark works. A transfer from 
Building Reserve 30 was planned to fund this demolition project however it is proposed that 
these funds be utilised for the Town Hall Green Room upgrades. 

• Arts and Cultural Plan – external funding could not be secured in the 2018/19 financial year. 
Consequently, it is proposed this project be carried forward to a future budget. 

• Town Planning Scheme gazettal – the Town Planning Scheme has recently been approved 
for advertising which is expected to commence December 2018 for a period of 3 months. 
Following this, any submissions received will be presented to Council and then forwarded to 
the Minister for Planning for final approval. Given the tight timeframe it is unlikely that Council 
will be in a position to complete the gazettal process prior to the end of the financial year. 

IMPLICATIONS TO CONSIDER 

Consultative 

Moore Stephens  

Office of the Auditor-General 

Policy Related 

Policy F1.3 Significant Accounting Policies 

Financial 

The financial impact of the Finance and Costing Review for the quarter ending 30 September 2018 
is outlined within Attachment 1.  

Legal and Statutory 

Local Government Act 1995 
Section 6.2  Local government to prepare annual budget 
Section 6.10 Financial management regulations 

 
Local Government (Financial Management) Regulations 1996 
Part 2. Reg 5(g) CEO’s duties as to financial management  
Part 3. Reg 33A Review of budget  

Risk Related 

Failure to monitor and financially manage budgeted projects, essentially ratepayer’s funds, exposes 
Shire officers and Councillors to significant risk. The FACR process will help to mitigate this risk. 
Whilst there is currently no legislative requirement to report on the budget quarterly, the Shire is 
committed to ongoing improvements within the organisation. 

VOTING REQUIREMENTS  

Not applicable.  
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COMMITTEE RECOMMENDATION   

Moved: Cr Heather Saint Seconded: Cr Denese Smythe 

That the Audit Committee recommends that Council: 

1. Notes the development of the Finance and Costing Review to be undertaken quarterly 
with the results to be reported to the Audit Committee and Council. 

2. Accepts the Finance and Costing Review Summary for the period ending 30 
September 2018 as attached to this report. 

3. Adopts the proposed budget amendments and requests the CEO to implement the 
changes. 

CARRIED: 7/0 
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7.3 REVIEW OF TENDER 01 - 16/17 

File Number: AS.TEN.52; AS.TEN.PPO 

Author: Paul Martin, Chief Executive Officer 

Authoriser: Paul Martin, Chief Executive Officer  

Previously before 
Council: 

N/A  

Appendices: 1. Email engagement of Howson Technical to undertake tender 
assessment and design   

2. Report by Auditor General on Local Government Procurement   
3. Road Geometry Verification Report    

  
NATURE OF COUNCIL’S ROLE IN THE MATTER 

Executive  

PURPOSE OF REPORT 

This report presents a review of Tender 01-16/17 undertaken by the Chief Executive Officer, the 
Executive Manager Corporate and Community Services and the Executive Manager Infrastructure 
and Development Services.   All three Senior Officers have been involved in the review and 
preparation of this report.   

The report identifies issues that occurred during the tender process and makes recommendations 
on improvements to policies and procedures to avoid recurrence of identified issues in the future.    

The report also identifies what needs to occur on the roads constructed to address issues resulting 
from the work undertaken.   

BACKGROUND 

This review commenced earlier this year in response to a concern raised by a member of the 
community.  The review has involved consultation with a number of agencies and the involvement 
of many staff including all senior staff in the organisation.   

The audit committee received a briefing on the preliminary findings regarding this review at its last 
meeting.  This report is now presented for consideration.   

The tender which is the subject of this review was for an extensive amount of capital works in the 
2016/17 financial year.   

It is worth identifying early in this report the following organisational contextual issues at the time of 
this tender: 

- The CEO had commenced with the organisation at the end of April 2016.   
- The organisation had just completed a Major Strategic Review with the preparation of a 

Strategic Community Plan, Corporate Business Plan and Long Term Financial Plan in July 
2016.  The 2016/17 financial year budget was also adopted in July 2016.   

- Upon commencing, the CEO undertook an organisational review which resulted in a 
restructure and a number of redundancies at senior levels in the organisation. 

- The new Executive Manager Infrastructure and Development Services had commenced in 
September 2016. 

- The new Executive Manager Corporate and Community Services had commenced on 31 
October 2016. 

- An Audit Regulation 17 (dealing with organisational risk, controls and legislative compliance) 
and Financial Management review had either not been undertaken at all previously or not 
undertaken comprehensively and was scheduled to occur during the 2016/17 financial year.    
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- With all the issues which the Shire of York had experienced in recent history, there were a 
lot of legacy issues for the new CEO and Executive team to address. 

- The Shire had been affected by a significant storm event which was declared eligible for 
WANDRRA funding for rectification works to be undertaken in addition to the Shire’s capital 
works program in the 2016/17 financial year. 

- The Shire had received feedback and concerns regarding the road construction program 
previously undertaken.  This had resulted in the Acting CEO commissioning a report from 
Talis which identified issues with current practices and provided recommendations for 
improvement.  This report was adopted by Council. 
 

In an attempt to have the works required to be undertaken in the 2016/17 financial year completed 
to a high standard, it was decided to attempt to tender out some of the works.   

Tender 01 – 16/17 had the following scope of works: 

1. Reseals of the following roads:  

• Qualen West Road slk 6.00 to 9.60 

• Spencers Brook Road slk 1.60 to 3.60 

• Top Beverley Road slk 11.78 to 14.08 

• Talbot Road slk 8.80 to 9.60 

• Ulster Road slk 0.0 to 2.52 

• Penny Drive slk .025 to 3.00 
 

2. Asphalt replacement of the following roads:  

• South Street slk 0.00 to 0.61 
 

3. Construction and Upgrade of the following roads 

• Talbot Road – slk 4.40 to 5.90  

• Cut Hill Road – slk 0.10 to 1.08  

• Quellington Road – slk 3.60 to 5.60  

• Spencers Brook Road – slk 0.00 to 1.60 

• Top Beverley Road – slk 9.78 to 11.78 

• Intersection of Berry Brow Road and Great Southern Hwy 
 

4. Gravel Re-sheeting of the following roads: 

• Wrights Road slk 0.28 to 1.93  

• Talbot Hall Road slk 5.37 to 7.37  

• Piccadilly Road slk 1.00 to 3.00  

• Cameron Road slk 0.00 to 2.00  

• Wambyn Road slk 0.00 to 2.00  

• Gwambygine East Road slk 10.70 to 12.70  

• Duck Pool Road slk 0.00 to 2.00 
 

5. WANDRRA Storm Damage rectification works which included a range of works relevant to those 
particular roads identified below depending upon the extent of the storm damage: 

• Waterfall Road slk 1.43 to 1.51, slk 2.61 to 2.82, slk 3.32 to 3.38 and slk 6.10  

• Chandos Road slk 0.88 to 1.86  

• Andrews Ave slk 0.00 to 0.07  

• Lennard Road slk 0.07 to 0.17, slk 0.99 to 1.99 and slk 1.86 to 2.20  

• Hamersley Siding Road slk 5.59 to 6.02  

• Attfield Road North slk 0.00 to 0.45  

• Waterfall Road – Box Culvert Reconstruction 
 

The Reseals and Asphalt work packages identified above (items 1 and 2) were not awarded and the 
WALGA panel was used at a later date to award this work.   
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This tender review was commenced in response to a concern raised by a member of the community 
regarding the road construction.  Therefore, although the entire tender process has been reviewed, 
and recommendations for improvements made, the main focus is upon those aspects of the tender 
relating to the Construction and Upgrades work packages (item 3) outlined above.    

COMMENTS AND DETAILS 

There are two types of issues identified as part of this review, namely: 

1. Issues relating particularly to the construction and upgrade aspects of the tendered works; 
and 

2. Issues in relation to overall improvements to tender processes at the Shire of York; 

which are discussed in detail below.   

Issues relating to the construction and upgrade aspects of the work packages.   

Of the list of work packages some of these were awarded to contractors and others were undertaken 
by the Shire workforce.  This is outlined below: 

• The following of the list above were undertaken by Stabilised Pavements Australia: 

o Talbot Road – slk 4.40 to 5.90 – reconstruction including widening and overlay. 

o Quellington Road – slk 3.60 to 5.60 –  reconstruction including widening and overlay.  

o Spencer’s Brook Road – slk 0.00 to 1.60 –  to be widened not reconstruction. 

o Intersection of Berry Brow Road and Great Southern Highway – reconstruction. 

• The Shire of York undertook the following projects: 

o Cut Hill Road – slk 0.10 to 1.08  

o Top Beverley Road – slk 9.78 to 11.78  

The tender was structured as a “Design and Construction Tender”.  This required tenderers to be 
responsible for both the design and construction to specified standards, in this case works were to 
be undertaken to ARRB specifications and guidelines.   

It is apparent that the design aspects of this work were very poorly managed by the Shire.  This is 
demonstrated by the following: 

• The requirement for the contract to be a design and construct tender was not consistently 
identified and stated throughout the RFT documentation.  In fact, in one area where the details 
of the work packages are described, the requirement for a design is not mentioned, however it 
was mentioned in the guide sheets in the Appendices.   

• Typically, for a design and construct tender, the following would be expected to be included as 
part of the tender scope: 

o Identifying the design elements as a separate cost in the tender.  

o Including a stage for review and approval of the design by the Shire.   

o Including a requirement for “As constructed drawings” to be prepared by the contractor.   

• Four tenders were received.  Of these: 

o One indicated they were not going to prepare designs. 

o One identified responsibility and a price for design elements. 

o One, under demonstrated understanding, only listed design for one project. 

o The final one, under demonstrated understanding, was silent on the design aspects of 

the works.  

• There is no evidence or records of clarification occurring in regard to responsibility for design.   
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• When tenders closed, clarification was sought from all four tenderers on their pricing structure 
seeking further information and breakdown in their detail.  When the clarification on pricing was 
received from them, only one identified a price for design.   

• In December 2016, the EMIDS decided, in consultation with other Officers, to remove the design 
elements from the tender.  He then engaged Howson Technical to prepare designs for the roads 
as part of this works package. The manner of this engagement will be outlined separately in this 
report.  

• The Tender Recommendation Report presented to Council at the February OCM identified that 
the Shire was undertaking separately to the tender, the survey and design for the above-
mentioned roads.   

• The evaluation report is silent on any reduction in price to reflect the design elements being done 
separately to the tender.    

• When the contracts were awarded to the tenderers, there is no detail to explain or require the 
contractor to build the road to a design being prepared by the Shire.  In fact, the letter of award 
indicates that the works should be undertaken as per the tender document.   

• A site meeting took place on 14 March 2017 between Officers and the contractor where the 
designs were tabled.   

• A technical query was submitted by the contractor seeking clarification on a number of matters 
including the requirement to complete the works as per the drawings supplied and the 
requirement for “As Constructed” drawings.   

• The Shire provided a response to the technical query confirming the requirement to build the 
roads in accordance with the design and confirming that “As constructed” drawings were 
required.   

• Officers now understand that at a subsequent meeting between Officers and the contractor, the 
contractor advised that building the road to the design would incur additional time and cost.  It is 
understood that a verbal direction from the EMIDS was provided to the contractor not to use the 
design but to improve the road alignment to a width of 7 metres, essentially meaning that the 
three roads in question were built to a budget not a design. 

• However, it could be argued that regardless of this direction, the contractor was required to 
complete the works to ARRB standards in accordance with the RFT documentation. 

• Officers can find no further details on the provision of “As constructed” drawings.   

Even though the Shire staff had designs for the works on Cut Hill Road and Top Beverley Road, it 
appears that these were not completely adhered to.  Processes have since been put in place to 
ensure that any future works undertaken by the Shire comply with designs, including survey control 
and “As constructed” drawings.  

Early in 2018, the CEO became aware that there may have been issues with the standard of 
construction of these roads as part of this tender.  Following review and internal discussion, the CEO 
committed in May to an independent company being engaged to undertake the following:    

• Carry out a detailed as constructed survey  

• Make comparison of what is constructed to the AUSTROADS Standard and the ARRB 
specifications and guidelines as required in the tender documentation 

• Determine the compliance and noncompliance with these standards using a risk assessment 
process as per the Australian Standards  

• Prepare a mitigation plan and an implementation strategy to correct any issues or risks as what 
is reasonably practicable. 

Furthermore, $280,000 is identified in the 2018/19 budget to be transferred into the road reserve to 
fund any works resulting from this review.   
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A copy of the report is attached at Appendix 3 for the Committee’s and Council’s information and 
review.  

This report has been reviewed by the current Executive Manager Infrastructure and Development 
Services and the table below summarises the issues and makes recommendations on the works to 
minimise the road safety risks. 

The independent review identified 16 curves with insufficient super elevation, three of which have 
been identified as not being a safety issue.  The remaining would ideally be rectified however it is 
recommended at this stage, that the existing signage on nine of the curves is sufficient to significantly 
mitigate the risk. Four curves however, are recommended to have the signage upgraded to further 
mitigate the risk.   

The report also identifies areas where the road crossfall is not to the required standard.  These areas 
will be monitored to see if there are any detrimental effects to road safety or the road life.   

Not identified in the report is that there are a number of culverts under the road that have not been 
widened, or widened sufficiently and now present a safety hazard.  It is recommended that these be 
addressed as a priority.     

There are also a number of property entrance culverts that have not been installed.  This adversely 
affects the roadside drainage and should be addressed in the medium term.  These works are 
identified in the table below. 

It appears that at some stage, the contractor was instructed to change the start and finish straight 
line kilometres (SLK) on Talbot Road from 4.40 slk – 5.90 slk to 4.50 slk – 6.00 slk.  This has resulted 
in a poor section of road slk 4.40 to slk 4.50 not being reconstructed.  This section should be 
monitored for performance and included in a future reconstruction program.     

Road Summary of issues Recommended mitigation 
works 

Estimated 
Cost 

Talbot Road – slk 4.50 
– 6.00 
 

Insufficient curve super 
elevation and culvert 
not wide enough.   
 

Install additional signage at 
two bends.   
 
Extend culvert. 
 
Monitor road section  
slk 4.40 – 4.50 for future 
reconstruction.  
  

$5,000 
 
 
$4,000 
 
 

Cut Hill Road – slk 0.10 
to 1.08 
(Note: constructed by 
the Shire of York not 
contractors) 
 

Culverts not wide 
enough and property 
entry culverts not 
installed.   

Culverts to be widened and 
installed at property entries. 

$50,000 

Quellington Road – slk 
3.60 to 5.60 
 

Insufficient curve super 
elevation and culverts 
not wide enough.  

Install additional signage at 
two bends.   
 
Extend culverts. 
 

$5,000 
 
 
$8,000 

Spencers Brook Road – 
slk 0.00 to 1.60 
 

Insufficient curve super 
elevation. Insufficient 
road cross fall.   
 

Monitor the road for 
performance when wet.   

Nil. 

Top Beverley Road – 
slk 9.78 to 11.78 
(Note: constructed by 
the Shire of York not 
contractors) 

Insufficient curve super 
elevation and culvert 
not wide enough. 

Culvert to be extended.  $4,000 
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Intersection of Berry 
Brow Road and Great 
Southern Highway 
 

Minor issues only not 
needing rectification.   

Nil. Nil 

  Total $76,000 

Officers are recommending the following to facilitate the recommended works as outlined above: 

• Utilise $10,000 of the budgeted transfer to the Road Reserve in the current financial year to fund 
the additional signage identified. 

• Include the remaining works ($66,000) in the 2019/20 financial year budget with funds sourced 
from the Road Reserve to be undertaken in that financial year.  

• The remaining funds being transferred to the reserve ($204,000) to remain in the road reserve 
to fund any future issues identified.  

In the absence of any written direction otherwise, it could be argued that the contractor was required 
to construct the roads in question in accordance with the RFT and therefore to the ARRB standards.  
Consequently, Officers are recommending that legal advice is sought in regard to the contractual 
obligations of SPA and the Shire for constructing the roads to the required standard. 

Issues in relation to overall improvements to tender processes at the Shire.   

It is clear that the scope of the work required in the tender was too large and complex.  There were 
too many parcels of work included in one tender.  The works should have been undertaken as a 
series of tenders in manageable parcels. 

Furthermore, the tender also attempted to provide a mixture of shire staff and contractors on some 
works to “upskill” and “train” the outside workforce.   The concept of working in partnership using 
Shire equipment and personnel was poorly explained, hard for contractors to price, and harder for 
Officers to assess.   

This led to an external party (Howson Technical) being added to the tender evaluation panel and 
process.  The issue with this is that no evidence can be found of obtaining the required number of 
quotes in accordance with the Shire’s Procurement Policy for this engagement.  This is a breach of 
the Shire’s Procurement Policy and is outlined in more detail later in this report.   

In addition to the complexity and scale of the scope of this tender, given the other priorities at the 
time, the organisation didn’t have the capacity for other members of the Executive to be on the 
assessment panel.  The involvement of another member of the Executive Team might have ensured 
that some of the governance issues surrounding the tender were identified and rectified earlier.  This 
involvement occurred with the tender for capital works undertaken in the 2017/18 financial year with 
the Executive Manager Corporate and Community Services being on the tender assessment panel.     

In hindsight, with these organisational limitations at the time, the scope of the tender should have 
been reduced to what could reasonably be expected to be achieved during this timeframe.   

The tender documentation also included no requirements for measurement of performance.  There 
was no requirement for contractors to provide “as constructed” drawings and no mechanism to hold 
this to account.  Although this was a requirement identified in the assessment report to Council, this 
was not passed on formally to contractors.  It was later identified in a response to a technical query 
however, there is no evidence of this being confirmed and followed up with the contractors and 
therefore drawings were not provided.   

The Shire also has no mechanism to review payment milestones for large contracts by parties with 
segregation of purchasing responsibility.  This means that there is limited checking and 
accountability for the works completed other than the responsible Senior Officer indicating goods are 
received and payment can be made.  Sometimes, invoices are also presented to the CEO for co-
signing however, there is no formal process in place for this, no checklist of issues to review and 
consider and no reconciliation of payments made.   
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Improvements were made to this process with the tender conducted in the 2017/18 financial year 
which resulted in the CEO obtaining independent advice on the works completed prior to authorising 
payment. 

Officers are recommending a process be prepared and presented to the audit committee to improve 
this arrangement.  This may also require changes to the procurement policy to effect this change.  

In summary, there have been many organisational improvements to the tender process since this 
tender was undertaken in the 2016/17 financial year as a result of the Regulation 17 review and 
overall improvements to governance in the organisation.  These include: 

• Given limited organisational resources, WALGA tender services are now used for complex and 
large tenders.  The Shire has the capacity to conduct small tenders however it lacks the 
organisational resources to effectively manage tenders for large and or complex works (ie Waste 
Tender currently being undertaken by WALGA on a fee for service basis).   

• Internal control improvements have been made to ensure compliance with the Procurement 
Policy.   

• Designs for the roads are now included as part of the tender documentation in line with the Talis 
Report.  Although the 2017/18 works only included “Draft not for construction drawings”, this was 
an improvement on the previous tender and it is planned that final drawings will be included in 
the future.  

• A process has been developed and implemented to manage variations in contracts. This 
procedure provides for variations to be approved at various levels in the organisation depending 
upon the value.  Variations to contracts over 10% value are required to be presented to Council 
for approval.  This should assist with any issues with the contract being escalated. 

• The involvement of two members of the Executive Team on the tender assessment panel is now 
required. 

Notwithstanding these improvements this review is recommending the following further 
improvements are made in tender processes: 

• The requirement for “As Constructed Drawings” be included in future tenders to enable 
assessment of the works completed. 

• Process for review and approval of milestone payments for large contracts.   

Furthermore, as identified later in this report, Officers are also recommending that a review of the 
Shire’s procurement be undertaken against the industry report issued by the Auditor General on 
Local Government Procurement. 

Other issues for consideration 

The following issues have also been identified through the process of this review for consideration 
by the Audit Committee: 

1. Lack of detailed records associated with the tender.  Overall, there is a lack of detailed 
records associated with the tender which makes reviewing processes difficult.  Improvements 
are required for future tenders of this nature which are expected to come from the Procurement 
review issued by the Auditor General as outlined previously in the report.   

 

2. Non-Compliance with purchasing policy.  There are examples where there is a lack of 
recorded information to demonstrate the purchasing policy was complied with.  This is particularly 
the case in regard to the engagement of Howson Technical to undertake the design of the roads 
to be upgraded.   

The purchasing policy requires that for this amount of work, three quotes (either written or verbal) 
are required to be obtained, stating: 
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“Obtain at least three verbal or written quotations, recommendation to purchase, include on 
quotation form reason for choosing selected supplier, and that the official order for the goods and 
services be countersigned by the Officers designated in this policy.” 

The EMIDS indicated in an email to Howson Technical that he proposed to use the prices from 
other tenderers to obtain the three required quotes.  The email which relates to this matter is 
attached for the Committee’s review at Appendix 1.  Although attempts were made to seek a 
breakdown of prices from all four tenderers, only one tenderer provided this detail.   The price 
received from Howson Technical was cheaper than the price in that tender.  Howson Technical 
was engaged by the EMIDS. 

However, there is no record of a third quote being obtained or a rationale to explain the steps 
undertaken.  The Officer could have proposed to have the third quote being a non-response from 
one of the tenderers or obtained verbal quote from another supplier, however this is not 
adequately recorded or explained.   

The review also identified that there were a number of examples when purchase orders for the 
engagement of Howson Technical were raised after invoices had been received.  It should be 
noted that this was not limited to the engagement of Howson Technical but an issue across the 
organisation in the 2016/17 financial year.    

This was identified in the Audit Regulation 17 review conducted by Moore Stephens in May 2017 
and adopted by the Audit Committee in August 2017.  The Audit Regulation 17 Review Report 
made recommendations for further training and controls to be put in place across the organisation 
which has occurred.  An update on this matter was reported to the Audit Committee in July 2018 
outlining the improvements made and noting that Moore Stephens indicated significant 
improvement on this matter during the interim audit in April 2018.   

Officers are proposing however, that the Procurement Policy is reviewed and amended to include 
a clause relating to consequences for non-compliance which may include disciplinary action in 
accordance with the Shire’s Code of Conduct. 

3. Conflict of interest perceptions.  Concerns have been raised about the Shire engaging 
Howson Technical to be on the assessment panel and undertake the design for the road 
construction and upgrade works.   

Officers are satisfied that this is not a conflict of interest as can be seen from the email engaging 
Howson Technical to do both parcels of work.  This occurred on the same day, therefore prior to 
Howson Technical undertaking the review of the tenders.  Howson Technical then went on to 
review the tenders and prepare a report which was presented to and approved by Council at the 
tender award. 

There is a clear written intent by the EMIDS at the time to remove the design elements from the 
tenderers’ responsibility at the commencement of the process, i.e. prior to the tender assessment 
by Howson Technical.   

It could have been a potential conflict of interest if Howson Technical had assessed the tenders, 
then recommended that the design elements be removed and then was awarded the work.     

Arguably, there is merit in having the company preparing the design part of the evaluation panel 
to assess the tenders as they have detailed knowledge of the scope of the works.   

It is also noted that Howson Technical submitted a price to undertake project management of the 
works which would have provided the entire suite of services, however this was not accepted by 
the Shire of York as it was considered there was sufficient in-house expertise and capacity.   

Therefore, notwithstanding the issues raised regarding compliance with the Procurement Policy 
identified above, based upon the information available at this time, officers are satisfied with the 
engagement of Howson Technical to undertake the design.   

OPTIONS 

Having considered the review of the tender as outlined in this report, the Committee and Council 
have the following options in regard to this matter: 
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• Utilise funds budgeted to be transferred to the road reserve to undertake the mitigation works 
outlined above on the roads in question to ensure the Shire’s risks are managed.     

• Obtain legal advice to determine if the contractor has any responsibility to rectify the issues 
associated with the three roads in question.   

• Refer any of these issues identified as part of this review to the Public Sector Commission or 
other agency if they believe that misconduct or corruption has or may have occurred.   

• Determine that the issues identified in this review or other matters are complex and involve many 
people in the organisation and therefore an independent review should also be undertaken by 
an external party.   

IMPLICATIONS TO CONSIDER 

Consultative 

In conducting this review, the following organisations have been consulted: 

• WALGA 

• Public Sector Commission 

• Office of the Auditor General 

• Crime and Corruption Commission  

Strategic 

The Council’s Corporate Business Plan identifies Local Government Procurement and Contract 
Management as a priority organisational development initiative in the 2018/19 financial year.   

The Auditor General has undertaken a focus audit on Local Government Procurement, a copy of 
which is attached at Appendix 2 to this report.  This focus audit has identified that all local 
governments audited did not meet the expectations of the Auditor General’s Office.  The following 
are the recommendations from this report: 

Recommendations 

All LGs, including those not sampled in this audit, should review their policies, 
processes and controls against the focus areas of our audit in Appendix 1. 

Each LG we audited should provide an action plan to address this 
recommendation, table it with their Council, and make it available on their website, 
as per the Local Government Act 1995. 

Officers are recommending that as part of addressing this development initiative in the Corporate 
Business Plan, Officers review policies, processes and controls against the focus areas in line with 
the recommendations above and present a report on this matter to a future meeting of the Audit and 
Risk Committee.   

This will be a review across all aspects of the issues identified including a process for cross checking 
and endorsing payments for large contracts.   

Policy Related 

Procurement Policy F1.2 

Financial 

The independent review of the road works undertaken cost the Shire $18,935 (ex GST). 

An allocation of $280,000 was budgeted to be placed in the Road Reserve as part of the 2018/19 
financial year budget to fund any mitigation works resulting from this tender review.   

Officers are recommending: 
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• Utilise $10,000 of the budgeted transfer to the Road Reserve in the current financial year to fund 
the additional signage identified. 

• Include the remaining works ($66,000) in the 2019/20 financial year budget with funds sourced 
from the Road Reserve to be undertaken in that financial year.  

• The remaining funds being transferred to the reserve ($204,000) remain in the road reserve to 
fund any future issues identified.  

Legal and Statutory 

Section 3.57 of the Local Government Act 1995 relates to the need to conducting tenders: 

3.57. Tenders for providing goods or services 

(1) A local government is required to invite tenders before it enters into a contract of a 

prescribed kind under which another person is to supply goods or services. 

(2) Regulations may make provision about tenders. 

Part 4 – Provision of goods and services in the Local Government (Functions and General) 
Regulations 1996 provides more detail in regard to conducting tenders for local government.   

Risk Related 

This report identifies that the Shire failed to manage a number of risks.  The strategies outlined in 
this report are designed to manage future risks in regard to road construction for the Shire.   

Workforce 

The mitigation works outlined in this report can be undertaken within existing workforce allocations.  
Some works may be undertaken by external contractors.   

VOTING REQUIREMENTS  

Not applicable.  

 

 

RECOMMENDATION 

That the Audit Committee recommends that Council: 

1. Approves:  

(a) Utilising $10,000 of the proposed transfer to Road Reserve 49 for expenditure in the 
current financial year to fund the additional signage identified for Quellington Road 
Job Number 700601 and Talbot Road Job Number 7003.   

(b) Including as part of the draft 2019/20 financial year budget $66,000 from Road 
Reserve 49 to complete the works identified in this report.    

(c) Keeping the remaining funds in the Road Reserve 49 ($204,000) to fund any future 
issues identified.  

2. Requests the CEO to obtain legal advice to determine if the contractor has any responsibility 
to rectify the issues associated with the three roads in question constructed as part of this 
contract.   

3. Requests the CEO review the Shire’s procurement policies, practices and procedures in 
accordance with the recommendation made by the Auditor General and present a report to 
a future meeting of the Audit and Risk Committee for consideration of any recommended 
improvements to be made.    
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COMMITTEE RECOMMENDATION   

Moved: Cr Denese Smythe Seconded: Cr Jane Ferro 

That the Audit Committee recommends that Council: 

1. Approves:  

(a) Utilising $10,000 of the proposed transfer to Road Reserve 49 for expenditure in 
the current financial year to fund the additional signage identified for 
Quellington Road Job Number 700601 and Talbot Road Job Number 7003.   

(b) Including as part of the draft 2019/20 financial year budget $66,000 from Road 
Reserve 49 to complete the works identified in this report.    

(c) Keeping the remaining funds in the Road Reserve 49 ($204,000) to fund any 
future issues identified.  

2. Requests the CEO to obtain legal advice to determine if the contractor has any 
responsibility to rectify the issues associated with Talbot, Quellington and Spencers 
Brook roads in question constructed as part of this contract.   

3. Requests the CEO to review the Shire’s procurement policies, practices and 
procedures in accordance with the recommendation made by the Auditor General and 
present a report to a future meeting of the Audit and Risk Committee for consideration 
of any recommended improvements to be made.   

 CARRIED: 7/0 

  
Reason – To clarify names of the roads in the motion 
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8 QUESTIONS FROM MEMBERS WITHOUT NOTICE 

Nil 

9 BUSINESS OF AN URGENT NATURE INTRODUCED BY DECISION OF THE 
MEETING 

Nil 

10 LATE REPORTS   

Nil 

11 LATE CONFIDENTIAL REPORTS   

Nil 

12 NEXT MEETING   

The next Audit and Risk Committee Meeting will be advised. 

13 CLOSURE 

The Shire President thanked everyone for their attendance and closed the meeting at 
5.14pm. 


