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Notice of Meeting  

 
To the Lord Mayor and Aldermen  
 
You are invited to attend a Risk Management & 
Audit Committee Meeting to be held in Meeting 
Room 1, Level 1, Civic Centre, Harry Chan Avenue, 
Darwin, on Friday, 23 March 2018, commencing at 
9.00am. 
 

 
A MALGORZEWICZ 
ACTING CHIEF EXECUTIVE OFFICER 
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 Friday, 23 March 2018 RMAC03/3 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

CITY OF DARWIN 
 

RISK MANAGEMENT & AUDIT COMMITTEE MEETING 
 

FRIDAY, 23 MARCH 2018 
 

MEMBERS: Mr Iain Summers (Chair);  Mr Craig Spencer;  Member J Bouhoris;  
Member J A Glover.  

 
OFFICERS: Acting Chief Executive Officer, Ms A Malgorzewicz;  Acting General 

Manager City Performance, Mr R Iap;  Coordinator Risk Audit and 
Safety, Mr T Simons. 

 
Enquiries and/or Apologies:  

E-mail: darwin@darwin.nt.gov.au   -   PH: 89300 539 
OR Phone Meeting Room 1, for Late Apologies  -  PH: 89300 519 

 

Committee’s Responsibilities 
 
THAT effective as of 26 September 2017 Council, pursuant to Section 32(2)(b) of the Local 
Government Act, hereby delegates to the Risk Management & Audit Committee  the power 
to make recommendations to Council and decisions relating to Risk Management & Audit 
matters: 

 follow up issues arising from internal and external audits 
 the management of outstanding and completed audit issues registers  
 the receipt and acceptance of strategic and operational risk assessments 

 

* * * INDEX * * * PAGE 

1. MEETING DECLARED OPEN ...................................................................... 5 
 
 
2. APOLOGIES AND LEAVE OF ABSENCE ................................................... 5 
 
 
3. ELECTRONIC MEETING ATTENDANCE .................................................... 5 
 
 
4. DECLARATION OF INTEREST OF MEMBERS AND STAFF ..................... 5 
 
 
  

3

3



OPEN SECTION RMAC03/4

 Friday, 23 March 2018 RMAC03/4 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

5. CONFIRMATION OF MINUTES OF PREVIOUS MEETING/S

5.1 Risk Management & Audit Committee 27/10/17 ............................. 5 
5.2 Business Arising ............................................................................................ 5 

6. DEPUTATIONS AND BRIEFINGS

6.1 Risk and WHS Software Presentations ......................................................... 6 

7. CONFIDENTIAL ITEMS

7.1 Closure to the Public for Confidential Items ................................................... 6 
7.2 Moving Open Items Into Confidential ............................................................. 7 
7.3 Moving Confidential Items Into Open ............................................................. 7 

8. WITHDRAWAL OF ITEMS FOR DISCUSSION ............................................ 7 

9.1 OFFICERS REPORTS (ACTION REQUIRED) 

9.1.1 Amendment to Terms of Reference - Risk Management & Audit 
Committee ...................................................................................................... 9 

9.1.2 Outstanding Audit Issue No. 145 – Asset Management Plans ......................16  

9.2 OFFICERS REPORTS (RECEIVE & NOTE) 

9.2.1 Progress of the Internal Audit Plan 2017/18 .................................................22  
9.2.2 Financial Sustainability Review ....................................................................27  

10. INFORMATION ITEMS AND CORRESPONDENCE RECEIVED  

10.1 Outstanding Audit Issues Register ...............................................................68 

11. GENERAL BUSINESS ................................................................................71 

12. CLOSURE OF MEETING ............................................................................71 

4

4



OPEN SECTION RMAC03/5 

Risk Management & Audit Committee Meeting – Friday, 23 March 2018 
 
 

  

 Friday, 23 March 2018 RMAC03/5 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

1. MEETING DECLARED OPEN 
 
 
 
2. APOLOGIES AND LEAVE OF ABSENCE 

Common No. 2695036 
 
2.1 Apologies 
 
 
2.2 Leave of Absence Granted 
 
Nil 
 
 
 
3. ELECTRONIC MEETING ATTENDANCE 

Common No. 2221528 
 
3.1 Electronic Meeting Attendance Granted 
 
 
 
4. DECLARATION OF INTEREST OF MEMBERS AND STAFF 

Common No.  2752228 
 
4.1 Declaration of Interest by Members 
 
 
4.2 Declaration of Interest by Staff 
 
 
 
 
5. CONFIRMATION OF MINUTES OF PREVIOUS MEETING/S 

Common No. 1955119 
 
5.1 Confirmation of the Previous Risk Management & Audit Committee 

Meeting Minutes 
 
THAT the Committee resolve that the minutes of the previous Risk Management & 
Audit Committee Meeting held on Friday, 27 October 2017, tabled by the Chair, be 
received and confirmed as a true and correct record of the proceedings of that 
meeting. 
 
5.2 Business Arising 
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 Friday, 23 March 2018 RMAC03/6 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

6. DEPUTATIONS AND BRIEFINGS 
 
6.1 Risk and WHS Software Presentations 
 
The Coordinator Risk Audit and Safety will provide demonstrations on progress of: 

 Risk Management Software 
 WHS Incident Management Software 

 
 
 
7. CONFIDENTIAL ITEMS 

Common No. 1944604 
 
7.1 Closure to the Public for Confidential Items 
 
THAT pursuant to Section 65(2) of the Local Government Act and Regulation 8 of 
the Local Government (Administration) Regulations the meeting be closed to the 
public to consider the following Items:- 
 

Item Regulation Reason 
 

C16.1.1 8(c)(iv) information that would, if publicly 
disclosed, be likely to prejudice the 
interests of the council or some other 
person 

C16.1.2 8(c)(iii) information that would, if publicly 
disclosed, be likely to prejudice the 
security of the council, its members or 
staff  

C16.1.3 8(c)(iii) information that would, if publicly 
disclosed, be likely to prejudice the 
security of the council, its members or 
staff  

C16.1.4 8(c)(iii) information that would, if publicly 
disclosed, be likely to prejudice the 
security of the council, its members or 
staff  

C16.1.5 8(c)(iii) information that would, if publicly 
disclosed, be likely to prejudice the 
security of the council, its members or 
staff  

C16.1.6 8(c)(iii) information that would, if publicly 
disclosed, be likely to prejudice the 
security of the council, its members or 
staff  
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 Friday, 23 March 2018 RMAC03/7 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

7.2 Moving Open Items Into Confidential 
 
 
7.3 Moving Confidential Items Into Open 
 
 
 
 
8. WITHDRAWAL OF ITEMS FOR DISCUSSION 
 
 
THAT the Committee resolve under delegated authority that all Information Items 
and Officers Reports to the Risk Management & Audit Committee Meeting held on 
Friday, 23 March 2018 be received and considered individually. 
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 Friday, 23 March 2018 RMAC03/8 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

 
 
 
9.1 OFFICERS REPORTS (ACTION REQUIRED) 
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ENCL: 
YES 

RISK MANAGEMENT & AUDIT 
COMMITTEE/OPEN 

AGENDA ITEM: 9.1.1 

AMENDMENT TO TERMS OF REFERENCE - RISK MANAGEMENT & AUDIT COMMITTEE

REPORT No.: 18CP0022 VG:je  COMMON No.: 3527705 DATE: 23/03/2018

 
Presenter: Manager Strategy & Outcomes, Vanessa Green 
 
Approved: Acting General Manager City Performance, Richard Iap 
 
PURPOSE 
 
The purpose of this report is to table the revised terms of reference for the Risk 
Management & Audit Committee (RMAC). 
 
LINK TO STRATEGIC PLAN 
 
The issues addressed in this Report are in accordance with the following 
Goals/Strategies as outlined in the ‘Evolving Darwin Towards 2020 Strategic Plan’:- 
 
Goal 
5 Effective and Responsible Governance 
Outcome 
5.3 Good governance 
Key Strategies 
5.3.3 Understand and manage Council’s risk exposure 
 
KEY ISSUES 
 
 RMAC is appointed as an Executive Committee of Council with some delegated 

authority.  
 The RMAC Terms of Reference were last reviewed and adopted in June 2014. 

 
RECOMMENDATIONS 
 
THAT the Committee resolve under delegated authority:- 
 
A. THAT Report Number 18CP0022 VG:je entitled Amendment to Terms of 

Reference - Risk Management & Audit Committee, be received and noted. 
 
B. THAT the Committee endorse the amended Terms of Reference as provided at 

Attachment A to Report Number 18CP0022 VG:je entitled Amendment to 
Terms of Reference - Risk Management & Audit Committee. 

 
C. THAT the amended Terms of Reference be referred to Council for adoption. 
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REPORT NUMBER:  18CP0022 VG:je 
SUBJECT:  AMENDMENT TO TERMS OF REFERENCE - RISK MANAGEMENT & 

AUDIT COMMITTEE 
 
 
BACKGROUND 
 
Council last reviewed the Terms of Reference and delegations for RMAC in June 
2014, 
 
RMAC has delegated powers to make recommendations to Council and decisions 
relating to Risk Management & Audit matters including: 
 

・ follow up issues arising from internal and external audits 

・ the management of outstanding and completed audit issues registers 

・ the receipt and acceptance of strategic and operational risk assessments 
 
Delegations to the committee were reaffirmed by Council at the Ordinary Meeting 
held on 26 September 2017.  Elected Members from the current Council were also 
appointed to the Committee for the period 26 September 2017 to 30 June 2018 at 
this meeting (Decision No. 22\0043 (26/09/17)). 
 
DISCUSSION 
 
In accordance with the Local Government Act, Council appoints Executive 
Committees to support Council’s broader decision making processes.  The Executive 
Committee Structure for the 22nd Council of the City of Darwin is as follows: 
 
 Administrative Review 
 City Life 
 City Operations 
 City Performance 
 City Futures 
 Risk Management & Audit 
  
The current Terms of Reference were last adopted in June 2014.  Attachment A 
presents the amended Terms of Reference for consideration by the Committee.  
 
Minor amendments have been made with better reflect current management, 
terminology and practices at Council.   
 
There are no substantive changes recommended to amend the RMAC Terms of 
Reference.  
 
CONSULTATION PROCESS 
 
In preparing this report, the following Internal Parties were consulted: 
 
• Team Coordinator Risk, Audit & Safety 

 Executive Leadership Team  
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REPORT NUMBER:  18CP0022 VG:je 
SUBJECT:  AMENDMENT TO TERMS OF REFERENCE - RISK MANAGEMENT & 

AUDIT COMMITTEE 
 
 
In preparing this report, the following External Parties were consulted: 
 
• Mr Iain Summers, Chair of Risk Management & Audit Committee 
 
 
POLICY IMPLICATIONS  
 
Nil 
 
BUDGET AND RESOURCE IMPLICATIONS  
 
Nil 
 
RISK/LEGAL/LEGISLATIVE IMPLICATIONS 
 
Nil 
 
ENVIRONMENTAL IMPLICATIONS 
 
Nil 
 
COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION 
 
We the Author and Approving Officers declare that we do not have a Conflict of 
Interest in relation to this matter. 
 
 
 
 
 
 
 
VANESSA GREEN RICHARD IAP
MANAGER STRATEGY & 
OUTCOMES 

ACTING GENERAL MANAGER 
CITY PERFORMANCE

 
For enquiries, please contact Vanessa Green on 8930 0531 or email: 
v.green@darwin.nt.gov.au. 
 
Attachments:  
 
Attachment A: Amended Terms of Reference  
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            RISK MANAGEMENT AND AUDIT COMMITTEE 
TERMS OF REFERENCE 
 

1. ESTABLISHMENT 
 

The Risk Management and Audit Committee (the Committee) is established as an 
Executive Committee to the City of Darwin (Council) in accordance with the Local 
Government Act Part 5.2, and section 10(2) (b) of the Local Government (Accounting) 
Regulations. 

 

2. OBJECTIVE 
 

The Committee provides independent assurance and assistance to the Council and the 
Chief Executive Officer on: 
 
• Council’s risk, control and compliance frameworks 
• Council’s external accountability responsibilities as prescribed in the Local 

Government Act and Accounting Regulations 
 

3. AUTHORITY 
 

With consideration of legal and confidentiality implications, the Committee is 
authorised, within the capacity of its role and responsibilities, to: 
 
• obtain any information it requires from any member of staff and/or external party 
• discuss any matters with the external auditor, or other external parties 
• request, via the Chief Executive Officer, the attendance of any member of staff at 

committee meetings 
• obtain external legal or other professional advice, as considered necessary 

to meet its responsibilities 
 

4. DELEGATED FUNCTIONS 
 

Council has delegated (Decision No. 22\0043 (26/09/17) to the Risk Management & 
Audit Committee the powers to make decisions relating to: 

 
• the follow up of issues arising from internal and external audits; 
• the management of outstanding and completed audit issues registers; and 
• the receipt and acceptance of strategic and operational risk assessments. 

 

5. KEY RESPONSIBILITIES 
 

The Committee will undertake the following functions: 
 
• monitor the performance of Council’s risk management framework, including 

strategic and operational risk assessments 
• monitor the adequacy of the internal control policies, practices and 

procedures established to manage identified risk 
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• oversee the internal audit function including development of audit programs 
with reference to the Council’s risk assessment, the conduct of internal audits 
by appropriately qualified personnel, the monitoring of audit outcomes, 
management responses, and the implementation of recommendations 

• review quality of annual financial statements and other public accountability 
documents (such as annual reports) prior to their adoption by the Council 

• review management’s responses to external audit recommendations and 
monitor implementation of the agreed recommendations 

• meet with the external and internal auditors at least once each year to 
receive direct feedback about any key risk and compliance issues, and to 
provide feedback about the auditor’s performance 

• advise the Council about the appointment of external auditors 
• assess the adequacy of audit scope and coverage 

 

6. MEMBERS AND TENURE 
 

The Committee will comprise: 
 
• two (2) Elected Members of Council; one of whom will be the Chair of Council’s 

City Performance Executive Committee. 
• two (2) Community Members;  

• one ( 1 )  of whom should be either a CPA or a CA (the desirability being 
that the person holds a Public Practice)  

• the other should be qualified or have significant business experienced in 
the field of risk management 

• one (1) of whom is the Independent Chair of the Committee, appointed by 
the Council 

• Council shall appoint the two (2) Elected Members to the Committee annually 
• the Community Members shall be appointed for a term of two (2) years by 

Council 
• The Chief Executive Officer will attend all meetings.  

 

7. ACCESS TO STAFF AND INFORMATION  
 

The Risk Management & Audit Committee shall have access to the necessary 
information to enable it to carry out its responsibilities under these Terms of Reference.   
 
Requests for access to information are to be made to the Chief Executive Officer. 
 
City of Darwin will ensure the appropriate management and staff are made 
available to attend the meeting and that management and staff cooperate fully 
with the Risk Management & Audit Committee.  
 
With the approval of Council, or if within the approved budget, external experts may be 
consulted if considered necessary for independent advice and to assist the Risk 
Management & Audit Committee to carry out its duties. 
 
Other staff may be called upon to attend when required to present reports to the 
Committee. 
 
 
 

8. REPORTING 
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The Committee will regularly report on its operation and activities, including: 
 
• a summary of the key issues arising from each meeting of the committee 
• an annual overall assessment of Council’s risk, control and compliance 

framework, together with a summary of the work the committee performed in 
conducting its responsibilities during the preceding year 

• the Committee will report and make recommendations to Council’s City 
Performance Executive Committee. The City Performance Committee will make 
recommendations arising out of the Risk Management & Audit Committee with 
or without amendments, to Council 

 

9. MEETINGS 
 

The Committee will meet at least four (4) times per year and a special meeting may 
be held to review Council’s Annual Report and the annual financial statements. 

 
A forward meeting plan, including meeting dates and agenda items, will be agreed to 
by the Committee each year and will address all of the Committee’s responsibilities 
as detailed. 

 

Three (3) voting members constitute a quorum.  If the Chair is absent the members 
present shall elect a person to preside at the meeting.  The person presiding at any 
meeting shall have a casting vote. 

 
The agenda for each meeting and supporting documentation will be circulated, after 
approval by the Chief Executive Officer and in consultation with the Chair, at least one 
calendar week prior to the meeting.  
 
The Chief Executive Officer will prepare and maintain the minutes ensuring they are 
signed by the Chair, distributed to each member and published on Council’s website in 
accordance with the Local Government Act requirements for Executive Committees. 

 

10. CONFLICTS OF INTEREST 
 

In accordance with Section 74(1) of the Local Government Act, committee members 
must declare any conflicts of interest at the start of each meeting or before discussion of 
the relevant agenda item or topic. All details of any conflict of interests are to be 
minuted. 
 

11. CONFIDENTIAL AND IMPROPER USE OF INFORMATION 
 

Committee Members will from time to time deal with confidential reports.  
 
Section 75 of the Local Government Act outlines the penalties applicable to people who 
disclose confidential information acquired as a member of a Council committee.  
 
Section 76 of the Local Government Act states that a person who makes improper use 
of information acquired as a member of a Council committee is guilty of an offence. 
 

12. DUE DILIGENCE AND INDUCTION 
 

All new members of the Committee will be entitled to receive relevant information and 
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briefings prior to, and shortly after, their appointment. 
 
Council will provide an induction to all new members of the Committee specifically 
relating to Council’s risk management framework and risk assessment and control 
monitoring programs. 

 

13. ASSESSMENT OF COMMITTEE PERFORMANCE 
 

The Chair of the Committee and the Chief Executive Officer will initiate a review of the 
performance of the Committee at least once every two (2) years. The review will be on 
an internal assessment basis with appropriate input from the Council, Chief Executive 
Officer and senior staff, internal and external auditors, and any other relevant 
stakeholders. 

 

14. REVIEW 
 

These Terms of Reference will be reviewed every two (2) years by the Committee. Any 
substantive changes will be recommended by the Committee and formally approved by 
Council (via the City Performance Committee). 

 

15. APPROVED  
 

These terms of reference were approved by the Council at the meeting held on ?. 
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ENCL: 
YES 

RISK MANAGEMENT & AUDIT 
COMMITTEE/OPEN 

AGENDA ITEM: 9.1.2 

OUTSTANDING AUDIT ISSUE 145 – ASSET MANAGEMENT PLANS 

REPORT No.: 18CO0011 NN:rl  COMMON No.: 1713107 DATE: 23/03/2018

 
Presenter: Manager Technical Services, Nadine Nilon 
 
Approved: General Manager City Operations, Nik Kleine 
 
PURPOSE 
 
The purpose of this report is to provide the Risk Management and Audit 
Committee (RMAC) with an update of Asset Management Audit Outstanding 
Issues. 
 
LINK TO STRATEGIC PLAN 
 
The issues addressed in this Report are in accordance with the following 
Goals/Strategies as outlined in the ‘Evolving Darwin Towards 2020 Strategic 
Plan’:- 
 
Goal 
5 Effective and Responsible Governance 
Outcome 
5.3 Good governance 
Key Strategies 
5.3.3 Understand and manage Council’s risk exposure 
 
KEY ISSUES 
 
 This report updates the Risk Management and Audit Committee on the status 

of the Asset Management Plan task of item 145 of the Outstanding Audit 
Issues (OAI) Register. 

 Final drafts for the following Asset Management Plans (AMPs) have been 
prepared; 

o Transport (roads, kerbs, driveways) 
o Pathways (footpaths, shared paths, walkways) 
o Stormwater 
o Buildings 

 Due to timing, the data for the Transport, Pathways and Stormwater AMPs are 
based on the 2014 revaluation, and Buildings AMP using the 2016 revaluation. 

 Areas for improvement within the AMPs are identified and include asset 
hierarchy assessment and classification, and risk and strategic planning. 
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REPORT NUMBER:  18CO0011 NN:rl 
SUBJECT:  OUTSTANDING AUDIT ISSUE 145 – ASSET MANAGEMENT PLANS 
 
 

 It is recommended that the AMPs following the adoption of the 2018/19 
Municipal Plan, new Strategic Plan and with updated revaluation data, and are 
presented to Council for community consultation prior to finalising 

 
RECOMMENDATIONS 
 
THAT the Committee resolve under delegated authority:- 
 
A. THAT Report Number 18CO0011NN:rl entitled Outstanding Audit Issue No. 

145 – Asset Management Plans, be received and noted. 
 
B. THAT Outstanding Audit Issue No. 145 - Asset Management Audit, of the 

Outstanding Audit Issues Register, be updated to state that Asset 
Management Plans have been drafted and are awaiting completion following 
the adoption of the 2018/19 Municipal Plan, new Strategic Plan and with 
updated revaluation data, as discussed within 18CO0011NN:rl entitled 
Outstanding Audit Issue No. 145 – Asset Management Plans. 

 
C. THAT the Asset Management Plans as provided in Attachments A to D in 

18CO0011NN:rl entitled Outstanding Audit Issue No. 145 – Asset 
Management Plans are updated following the adoption of the 2018/19 
Municipal Plan, new Strategic Plan and with updated revaluation data, and 
are presented to Council for community consultation prior to finalising.  

 
BACKGROUND 
 
Development of Asset Management Plans has been identified as a task within 
item 145 of the Outstanding Audit Issues (OAI) Register; 
 

3.  Develop, finalise and implement individual asset management plans, taking 
into account relevant recommendations from the 2012 asset 
sustainability review report, and inclusion of position accountabilities 
within the plans. 

a) Assign roles and responsibilities resulting from the plans and 
communicate these to relevant staff members. 

b) Review asset management plans on a regular basis. 
c) Ensure future plans indicate likely service level and risk trends 

resulting from long term financial plan. 
d) Ensure that strategy plan and management plan performance 

measures align with AMP service levels. 
e) Continue to develop additional AMP scenarios as required to align 

with the long term financial plan and show service outcomes and risk 
consequences of long term financial plan resourcing levels. 

f) Update AMPs with state of the assets service levels for condition, 
function and capacity as per summary dashboards. 

 
This report presents an update on this task and the draft Asset Management 
Plans. 
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REPORT NUMBER:  18CO0011 NN:rl 
SUBJECT:  OUTSTANDING AUDIT ISSUE 145 – ASSET MANAGEMENT PLANS 
 
 
DISCUSSION 
 
Asset Management Plans (AMPs) have been developed for the City of Darwin 
covering the following asset classes: 
 

o Transport (roads, kerbs, driveways) – Attachment A 
o Pathways (footpaths, shared paths, walkways) – Attachment B 
o Stormwater – Attachment C 
o Buildings – Attachment D 

 
Each of these asset areas had a variety of information and data available to 
enable the preparation of asset management plans.  Roads, pathways, 
stormwater and buildings all have sufficient information and data to develop AMPs 
based on the Institute of Public Works Engineering Australasia (IPWEA) template, 
which includes the NAMS.PLUS modelling.   
 
A leading and experienced Asset Management Consultant (GHD Pty Ltd) was 
been engaged to prepare the AMPs and complete the necessary modelling and 
information gathering required for the plans.   
 
The AMPs are included with this report and are in their final draft format. A 
summary of the inclusion for each of the OAI sub-tasks within the AMPs attached 
are; 
 
Sub-task Comment/Status 
Assign roles and responsibilities 
resulting from the plans and 
communicate these to relevant staff 
members 

Included 

Review asset management plans on 
a regular basis 

Included – minimum 3 yearly based on 
asset revaluations, or more often as 
needed 

Ensure future plans indicate likely 
service level and risk trends resulting 
from long term financial plan 

Included -  long term financial plan 
modelling has been used and risks and 
service levels have been identified and 
noted as requiring further improvement 
as relevant 

Ensure that strategy plan and 
management plan performance 
measures align with AMP service 
levels 

The Asset Management Strategy will be 
updated following the AMPs, which will 
also be in accordance with the IPWEA 
templates and guidelines. 

Continue to develop additional AMP 
scenarios as required to align with the 
long term financial plan and show 
service outcomes and risk 
consequences of long term financial 
plan resourcing levels 

Three scenarios were used in the 
preparation of the AMPs, with the most 
detailed and relevant being used in the 
final AMP. 

Update AMPs with state of the assets The AMPs will be cross-checked against 
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REPORT NUMBER:  18CO0011 NN:rl 
SUBJECT:  OUTSTANDING AUDIT ISSUE 145 – ASSET MANAGEMENT PLANS 
 
 
service levels for condition, function 
and capacity as per summary 
dashboards. 

the state of the assets reports to ensure 
the data is consistent or able to be 
extracted easily. 

 
Next Steps 
 
Council is currently reviewing its Strategic Plan and is also in the process of 
developing the 2018/19 budget and municipal plan (and subsequent long term 
financial plan).  In addition, the 2014 revaluation data was used in the modelling 
as it was the only revaluation data available at the time. The 2017 revaluation has 
now been finalised which would affect the modelling. 
 
As a result of these more recent/imminent changes, it is recommended that the 
attached AMPs are considered final drafts that will be updated following the 
adoption of the 2018/19 Municipal Plan, the new Strategic Plan and by 
undertaking modelling with the   
 
There is the potential to adopt the plans in their current form, however as 
community consultation is required on the AMPs (after Council endorsement) prior 
to final adoption and this would likely coincide with the Municipal/Strategic Plan 
consultation, it is considered worthwhile to wait and provide an updated document 
for community consultation. 
 
CONSULTATION PROCESS 
 
In preparing this report, the following City of Darwin officers were consulted: 
 
 Executive Leadership Team 
 Senior Managers Group 
 
In preparing this report, the following External Parties were consulted: 
 
 GHD Pty Ltd  
 
POLICY IMPLICATIONS  
 
The Asset Management Plans have been prepared in accordance Council’s Policy 
No 040 - Asset Management. 
 
BUDGET AND RESOURCE IMPLICATIONS  
 
All works are within current operational budgets. 
 
The AMPs also have no direct impact on existing budgets, however the 
information contained within them should be used to inform decision making. 
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RISK/LEGAL/LEGISLATIVE IMPLICATIONS 
 
Asset Management Plans provide additional insight into Council’s assets to inform 
decision making. 
 
ENVIRONMENTAL IMPLICATIONS 
 
Nil 
 
COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION 
 
We the Author and Approving Officers declare that we do not have a Conflict of 
Interest in relation to this matter. 
 
 
 
 
 
 
 
 
 
 
 
NADINE NILON NIK KLEINE
MANAGER TECHNICAL 
SERVICES 

GENERAL MANAGER CITY 
OPERATIONS

 
For enquiries, please contact Nadine Nilon on 89300417 or email: 
n.nilon@darwin.nt.gov.au. 
 
Attachments:  
 
Attachment A: Draft Asset Management Plan - Transport 
Attachment B: Draft Asset Management Plan - Pathways 
Attachment C: Draft Asset Management Plan - Stormwater  
Attachment D: Draft Asset Management Plan - Buildings  
 
Attachments submitted under separate cover. 
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OPEN SECTION RMAC03/9 

Risk Management & Audit Committee Meeting – Friday, 23 March 2018 
 
 

  

 Friday, 23 March 2018 RMAC03/9 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

 
 
 
9.2 OFFICERS REPORTS (RECEIVE & NOTE) 
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ENCL: 
YES 

RISK MANAGEMENT & AUDIT 
COMMITTEE/OPEN 

AGENDA ITEM: 9.2.1 

PROGRESS OF THE INTERNAL AUDIT PLAN 2017/18  

REPORT No.: 18CP0012 TS:je  COMMON No.: 1536877 DATE: 23/03/2018

 
Presenter: Team Coordinator Risk, Audit & Safety, Tony Simons 
 
Approved: Acting General Manager City Performance, Vanessa Green 
 
PURPOSE 
 
The purpose of this report is to inform the Risk Management & Audit Committee 
(RMAC) as to the progress of the 2017/18 internal audit plan. 
 
LINK TO STRATEGIC PLAN 
 
The issues addressed in this Report are in accordance with the following 
Goals/Strategies as outlined in the ‘Evolving Darwin Towards 2020 Strategic Plan’:- 
 
Goal 
5 Effective and Responsible Governance 
Outcome 
5.3 Good governance 
Key Strategies 
5.3.3 Understand and manage Council’s risk exposure 
 
KEY ISSUES 
 
 Council’s 2017/18 internal audit plan endorsed by the Risk Management & Audit 

Committee (RMAC) in March 2017. 
 The Contractor WHS Performance Audit has been completed and a draft report is 

being prepared for management response.  The report will be tabled at the June 
RMAC meeting. 

 The Project Management Audit has been completed and a draft report is being 
prepared for a management response.  The report will be tabled at the June 
RMAC meeting. 

 The audit of Tenders and Contract Administration has been received.  ELT has 
found the standard of audit to be less than acceptable; however some 
recommendation which could be considered best practice will be reviewed and 
implemented.  The terms of reference for the audit will be reviewed and re-
tendered. The audit has been included on the 2018/19 audit plan. 

 Expressions of interest have been sent for the audit of Leases Licenses and 
Permits. 
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 ELT has endorsed the inclusion of an additional audit in this audit year. Marsh will 
be engaged to undertake a major facility hazard assessment.  

 
RECOMMENDATIONS 
 
THAT the committee resolve under delegated authority:- 
 
THAT Report Number 18CP0012 TS:je entitled Progress of the Internal Audit Plan 
2017/18, be received and noted. 
 
BACKGROUND 
 
Council’s internal audit plan is prepared on a two year cycle, following consultation 
between City Performance and the Executive Leadership Team (ELT) to determine 
suitable audit topics.  Priorities for audit are identified using Council’s operational and 
strategic risk assessments as guidelines. 
 
An audit plan was approved by ELT on 22 May 2017 and referred to RMAC for 
endorsement. It was noted at that meeting that the Internal Audit Plan for 2018/19 
include internal audit of Internal Audit and Control Self-Assessment, and any further 
Contract Management issues as a result of the 2017/18 Tenders and Contract 
Administration Audit. 
 
DISCUSSION 
 
2017/18 Audit Plan 
 
It is anticipated that the 2017/18 audit plan will be delivered on time. 
 
The addition of the assessment of risks and hazards at major facilities has been 
included on the current audit plan. The audit will initially focus on the newly 
developed Parap Pool, as well as Council’s other two public pools at Nightcliff and 
Casuarina. The audit has been initiated to address the following :- 
 
 The need to identify clear lines of responsibility and accountability for 

management of risks and hazards between the facility owner (Council) and the 
manager (Surf Life Saving NT) 

 The process of identification of the hazards, and lines of responsibility, will 
provide a level of support to Council’s insurers in regards to public liability 
exposure 

 The recent examples of unfavourable decisions being made against Council in 
relation to public liability claims for damages resulting from incidents on Council 
property and at leased and/or independently managed facilities. 

 
The re-tendering of the audit of Procurement and Contracts administration has been 
driven by ELT feedback of the previous audit report. ELT resolved as follows: 
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that the report be referred to the new General Manager City Performance for review 
and consideration after which a proposal will be submitted to ELT for consideration.  
At that time ELT expressed serious concern in relation to a number of errors and 
omission within the report and in addition, serious concerns were expressed 
regarding the sample size (15) from which the conclusions and recommendations 
were drawn. 
 
ELT has now resolved that the audit be re-tendered, however it has noted that some 
recommendations from the previous audit may be valid. The audit report and 
recommendations will be reviewed internally and a report presented to a future 
meeting of ELT noting those recommendations that should be accepted.  
 
POLICY IMPLICATIONS  
 
Nil  
 
BUDGET AND RESOURCE IMPLICATIONS  
 
Nil  
 
RISK/LEGAL/LEGISLATIVE IMPLICATIONS 
 
This report is presented to ELT to: 
 
 Meet Council’s obligations under the Work Health and Safety (National Uniform 

Legislation) Act, and 
 Meet commitments under the Strategic and Municipal Plans to understand and 

manage Council’s risk exposure. 
 Ensure Council is meeting its obligations to deliver on the Internal Audit Plan as 

endorsed by the Risk Management and Audit Committee. 
 
ENVIRONMENTAL IMPLICATIONS 
 
Nil 
 
COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION 
 
We the Author and Approving Officers declare that we do not have a Conflict of 
Interest in relation to this matter. 
 
TONY SIMONS VANESSA GREEN
TEAM COORDINATOR RISK, 
AUDIT & SAFETY 

ACTING GENERAL MANAGER 
CITY PERFORMANCE

 
For enquiries, please contact Tony Simons on 8930 0573 or email: 
t.simons@darwin.nt.gov.au. 
Attachments:  
Attachment A: 2017-19 Internal audit plan 
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RISK MANAGEMENT & AUDIT COMMITTEE       INTERNAL AUDIT PLAN 2017 – 2018 - 19                                                                                     Page 1 of 2 
 

AUDIT TITLE & OBJECTIVES SCHEDULE TERMS OF REFERENCE STRATEGIC RISKS OPERATIONAL RISKS 
 

 

PROJECT MANAGEMENT 
- Project governance, communication 

processes, project management systems, 
training, risk assessment, tender 
assessment processes 

Q1 2017/18 

- Review and comment on processes used to plan, develop, approve, fund and manage Council 
projects  

- test for effectiveness and compliance with specific internal controls 
- long term budgeting and capital works programs are developed and approved by Council 
- Officers trained in tender development and assessment  
- Reviews undertaken with external consultants where necessary 
- staff trained in project management practises 
- financial delegations included in Authority 
- multiple levels of review and approval are applied 
- project management plans are developed 
- risk management plans are integrated in project management 
- community consultation is undertaken in relation to major projects 
- contractor management plans are developed 
- programme sign off and payment schedules developed and approved 

- provide comment on the impact of audit recommendations on the residual risk rating identified in 
the SRA and ORAs as applicable 

E M H M 

- City of Darwin does not develop, implement and manage long 
term strategic and operational plans 

- Council fails to ensure that ratepayers and other stakeholders 
are consulted and engaged in the development of services and 
service delivery standards 

- failure to manage public perception and media reporting around 
major projects 

- failure to effectively manage council’s identity and brand 
- lack of, or perception of lack of integrity of staff and elected 

members 

- Errors or omission in tender specifications and scope of works 
- Failure to ensure robust project management processes are in 

place 
- Failure to ensure project management procedures are 

documented  
- staff not trained in project management  
- Failure to undertake thorough project risk assessment 
- Failure to identify stakeholders and prepare communications 

plan 
- Failure to identify the need for probity audits 
- Failure to identify the need for, and seek, legal advice to 

address special conditions of contract and the implications of 
tenders submitting own terms and conditions  

- Failure to follow correct procurement procedures  
- may lead to breaches of the Local Government Act 
- may lead to legal action against Council 
- Failure to appropriately manage contractors 

CONTRACTOR WHS OBLIGATIONS 
MANAGEMENT  
- Review policies and processes related to 

contractor management to ensure 
compliance with WHS legislation and 
responsibilities 

Q1 2017/18 

- Review and comment on processes used to engage and manage contractors to ensure compliance 
with WHS legislation and obligations  

- Provide guidance in best practise for managing contractors and WHS performance 
- test for effectiveness and compliance with specific internal controls 

- Public tender contracts require contractors to provide evidence of WHS Management Systems 
- Contractors must provide WHS and Public Liability insurance 
- WHS Officer manages some contractor inductions 
- External parties provided with WHS induction as required 
- Major third party operators have discrete WHS policies and systems 
- City of Darwin and major operators exchange WHS Policies 
- Certificates are required to perform designated works  
- Licenses required to operate designated plant and equipment 

- provide comment on the impact of audit recommendations on the residual risk rating identified in 
the SRA and ORAs as applicable 

E M H M 

- City of Darwin fails to meet legislated requirements for managing 
contractors who are considered workers under the WHS 
legislation 

- City of Darwin fails to meet its governance obligations to provide 
manage its risks 

- CoD fails to meets WHS responsibilities  
- There is no consistent method applied for managing 

contractors WHS responsibilities 
- contractors fail to provide necessary WHSMS 

documentation 
- contractors fail to meet WHS responsibilities 
- Failure to prepare contractor management plans 
- Failure to undertake contractor inductions 
- Reputation risk 
- Negative public comment 
- Negative media reporting 

TENDERS AND CONTRACT ADMINISTRATION 
Identify and document dissatisfactions and 
recommendations for service improvement. 

Recommendations to address gaps in 
tendering/contracting practices including skill 
development, as required. 

Provide recommendations, if any, regarding 
processes that need to be put in place to 
address issues of compliance. 

Define the roles and responsibilities throughout 
the contract lifecycle. 

Provide a roadmap for the introduction of 
contemporary Best Practice tools and processes 
for contract administration and management 

Q2 2017/18 

Review of procurement and contract administration processes. Investigate opportunities for system 
improvements, relevance of governing standards relevant, policy coverage, monitoring of performance 
and inspection regimes, certifications and reporting 
 
Examination of procedures and processes throughout the Contract lifecycle including:  
- Roles and responsibilities; 
- Standard tender/contract documentation;  
- Tendering and Evaluations;  
- Record keeping; 
- Risk Management; 
- Work Standards;  
- Reporting;  
- Timeliness of contracting services; 
- Procurement Policy; 
- Available resources to support contracting requirements; 
- Compliance with the Local Government Act; 
- Availability of documentation to guide staff through the contracting process; 
- Work flows; 
- Invoice processing; 
- Financial management; 
- Contractor compliance; 
- Contract supervision and management; 
- Current skill levels of responsible officers 

  E M 

- There is no specific section of the Strategic Plan relating to 
tenders other than responsible governance processes 

- Dedicated officer assigned to Parks Teams to manage the 
mowing contract and contractor supervision 

- Other contracts managed within individual teams 
- Contract Section (Corporate) has key personnel trained in 

contract management 
- Contractor performance reviews undertaken 
- Contractor management standard being developed to comply 

with WHS requirements and obligations 
- Site visits undertaken by contract superintendent or super’s 

rep 
- All contracts required to include SLAs 
- Contract conditions (particularly scope and service levels) are 

reviewed and strengthened each time contracts are renewed 
- City of Darwin has the ability to vary contracts during their 

lifetime 
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AUDIT TITLE & OBJECTIVES SCHEDULE TERMS OF REFERENCE STRATEGIC RISKS OPERATIONAL RISKS 
 

 

LEASES, LICENCES AND PERMITS 
- Review of processes for issuing licenses and 

permits to use council premises and 
facilities. Review compliance monitoring, 
inspection regimes, reporting and policy 
coverage 

Q3 2017/18 

Review and comment on processes and procedures by which Council issues leases, licenses and permits 
to undertake activities on Council premises 

- Review compliance monitoring, inspection regimes, reporting and policy coverage 
- test for effectiveness and compliance with specific internal controls 
Permits for Events & Functions 
- Risk assessments undertaken for major community events 
- Permit checklist in place that sets out specific terms and conditions of use for specific to 

individual events and specific to locations 
- Pre-event site inspection and handover processes in place 
- checklist in place detailing user responsibilities for events controls  

 event risk assessment 
 stakeholder liaison 
 WHS and public liability issues 
 Crowd management 
 Alcohol consumption 
 Parking & traffic management 
 Erection of structures on site 
 Waste and sanitary control 
 Rubbish and vermin control measures 

- Post event inspection undertaken and remedial actions identified 
Manage Works on Council Land 
- Contractor performance reviews undertaken 
- Contractor management standard being developed to comply with WHS requirements and 

obligations 
- Daily site visits undertaken by site supervisor (officer who engaged contractor) – includes 

WHS audit and performance work audit 

  E M 

- There is no specific section of the Strategic Plan relating to 
licenses and permits other than responsible governance 
processes 

Failure to appropriately assess applications for use of Council 
facilities 
- Event management fail to adhere to Council policy and 

guidelines for use of infrastructure & facilities 
- Public health and safety issues 
- Inadequate insurance cover 
- Public perception of events being Council owned and run 
- Political and reputation risk 
Failure to appropriately assess applications for permits to use 
Council property  
- Users fail to adhere to Council policy, guidelines and by-laws 

for use of infrastructure & facilities 
- Public health and safety issues 
- Consumption of alcohol 
- Noise management 
Failure to manage contractors 
- Actions or inactions of contractors result in damage to 

environment property or persons 
- Council is joined in legal action to recover damages 
- Negative media reporting 

MAJOR FACILITY HAZARD MANAGEMENT 
- Undertaken a WHS audit of hazard 

management and mitigation strategies for 
the three community pools under control of 
City of Darwin (major focus to be on newly 
constructed Parap pool) 

Q3 2017/18 

- undertake site inspections in conjunction with pool managers  
- communicate regularly with site level stakeholders throughout each inspection to provide 

feedback on performance and raise any immediate concerns  
- prepare assessment conclusions for site inspections  
- prepare a draft Hazard and Risk Assessment report with overall and site level specific 

findings, including evidence of sampling and observations undertaken, and any non-
conformances and observations  

- provide detailed risk assessments for each site  
- provide recommendations for corrective actions or additional mitigation strategies 

E M H M 

- City of Darwin fails to meet legislated requirements for managing 
contractors who are considered workers under the WHS 
legislation 

- City of Darwin fails to meet its governance obligations to provide 
manage its risks 

Failure to manage contractors 
- Actions or inactions of contractors result in damage to 

environment property or persons 
- Council is joined in legal action to recover damages 
- Negative media reporting 
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ENCL: 
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RISK MANAGEMENT & AUDIT 
COMMITTEE/OPEN 

AGENDA ITEM: 9.2.2 

FINANCIAL SUSTAINABILITY REVIEW  

REPORT No.: 18CP0024 RN:je  COMMON No.: 3554016 DATE: 23/03/2018

 
Presenter: Manager Finance, Ram Naik 
 
Approved: Acting General Manager City Performance, Richard Iap 
 
PURPOSE 
 
The purpose of this report is to provide Elected Members with the final findings of 
Council’s Financial Sustainability Review. This review has been undertaken by 
Deloitte Access Economics. 
 
LINK TO STRATEGIC PLAN 
 
The issues addressed in this Report are in accordance with the following 
Goals/Strategies as outlined in the ‘Evolving Darwin Towards 2020 Strategic Plan’:- 
 
Goal 
5 Effective and Responsible Governance 
Outcome 
5.5 Responsible financial and asset management 
Key Strategies 
5.5.1 Manage Council’s business based on a sustainable financial and asset 

management strategy 
 
KEY ISSUES 
 
 Deloitte Access Economics has undertaken a financial sustainability review 

(Attachment A) of the City of Darwin’s financial position and projections. 
 The Council’s Financial Sustainability Review was presented to Council at a 

Special Council Workshop on the 18 November 2017 by John Comrie from 
Deloitte Access Economics.  

 The assessment has been based primarily on the content of Council’s current 
(2016 to 2026) Long Term Financial Plan (LTFP). 

 Council is currently in a reasonable financial position and not under any 
immediate financial constraint but ongoing financial sustainability challenges 
could potentially arise in the future. 

 The findings of this review will need to be taken into account during the upcoming 
review of the LTFP and in developing the 2018/19 Budget.  
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RECOMMENDATIONS 
 
THAT the committee resolve under delegated authority:- 
 
THAT Report Number 18CP0024 RI:je entitled Financial Sustainability Review, be 
received and noted. 
 
BACKGROUND 
 
A report was presented at the Council meeting on 30 January 2018 (Report No. 
18CP0002) which provided a high level outline of the Financial Sustainability 
Review. 
 
At the meeting, Council requested that the recommendations from the Financial 
Sustainability Review be presented to the Risk Management & Audit Committee in 
March 2018.  
 
DISCUSSION 
 
Deloitte Access Economics has undertaken a financial sustainability review 
(Attachment A) of the City of Darwin’s financial position and projections. The 
assessment has been based primarily on the content of Council’s current (2016 to 
2026) LTFP and various discussions with staff. 
 
The financial sustainability review places particular emphasis on Council’s underlying 
projected result (operating revenue less operating expenses) in assessing financial 
sustainability. Deloitte Access Economics provided a list of recommendations for the 
City of Darwin to ensure effective monitoring of performance. Management 
responses to each of the recommendations have been provided: 
 
1. Review financial indicators and targets that it applies to monitor assessments of 

financial sustainability performance having regard to commentary in this report 
and that performance against the selected targets be regularly reported to 
Council. 

 
Management Response: Financial indicators and targets i.e. key ratios have 
remained unchanged for the past few years. DAE reviewed Council’s KPIs and 
made recommendations in relation to financial ratios considered to be best 
practice. Deloitte Access Economics recommends assessing performance 
against three financial indicators that relate to annual financial operating 
performance, the level of net debt and other liabilities, and asset management 
performance. These will be discussed and reviewed with Council during the 
finalisation of the LTFP and the Strategic Plan.  

 
2. Commit to maintaining ongoing financial sustainability and adjust its plans and 

annual proposed revenue raising and expenditure whenever necessary to 
ensure projected future financial performance is consistent with this objective. 
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Management Response: The long term financial plan should be updated 
annually to reflect the current fiscal environment and Council decisions having 
budgetary impact. Once the LTFP is adopted, it outlines Council’s commitment 
to long term revenue and expenditure targets. These targets need to be 
reviewed annually prior to the budgeting process for the following year to ensure 
consistency with Council’s strategic plan and vision which has a direct bearing 
on rate targets and service level requirements. The LTFP is currently in draft and 
will be finalised in conjunction with the 2018/19 annual budget. In the preparation 
of the annual budget, consideration must be given to the compounding effects of 
revenue and expenditure assumptions. 

 
3. Have careful regard to financial sustainability in all of its annual budget and other 

revenue raising and expenditure decision-making processes. To assist it is 
suggested that steps be taken to raise the profile of a focus on ongoing financial 
sustainability and that a brief assessment of Council’s financial sustainability 
status and projections be included in its annual budget and annual report and 
with more detailed assessment included in its long-term financial plan. 
 
Management Response: Currently in practice. 

 
4. Ensure annual updates are undertaken of its long term financial plan and that 

the plan be consistent with other Council corporate and strategic plans and 
achievement of appropriate financial sustainability targets and be used as a 
basis for setting the annual budget. 

 
Management Response: It is Management’s intention to update long term 
financial plans every year prior to the commencement of the annual budgeting 
process. 

 
5. Finalise the preparation of asset management plans for all of its major classes of 

assets and that such plans clearly show forecasts of new and replacement asset 
capital and maintenance expenditure requirements over the next 10 years to 
achieve specified preferred and affordable service levels and acceptable levels 
of risk with such plans to be revised and updated at least every 3 years. 

 
Management Response: Asset Management Plans have been drafted and will 
be finalised prior to 30 June 2018. 

 
6. Ensure for financial reporting and asset management and financial planning 

purposes that all major classes of assets are regularly revalued (say every 3 
years) and that estimates of asset remaining useful lives are reviewed annually 
and that methodology used to calculate depreciation is appropriate for the 
circumstances. 
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Management Response: Revaluation of major asset classes is undertaken at 
least once every three years in accordance with policy. 

 
7. Develop a Treasury Management Policy and review its Investment, Borrowing 

and Financial Reserves Policies in the context of this new policy. 
 

Management Response: Investment, Borrowing and Financial Reserves policies 
are being reviewed and will be updated during the financial year ended 30 June 
2018.  

 
8. Periodically (at least once during the life of each elected council) review its 

financial governance arrangements and update both financial governance 
policies and practices as appropriate. 

 
Management Response: Noted. Financial governance policies are updated 
periodically. 

 
According to Deloitte Access Economics, “Council is currently in a reasonable 
financial position and not under any immediate financial constraint but ongoing 
financial sustainability challenges could possibly emerge in future. It has significant 
cash holdings (both in reserves and unrestricted) and current forecasts are that it will 
be able to accommodate all expenditure forecasts over the ten-year planning period. 
It is however projecting small ongoing operating deficits over the planning period. 
There are a number of factors (such as the street lighting responsibilities and the 
revision to forecast future depreciation expenses) that may possibly add to these 
annual deficits without a change in financial strategy. It is important to remember that 
large current cash holdings are not a good indicator of long-run financial 
sustainability. Ongoing operating deficits indicate that over the long-term a council 
will need more resources than it has available to maintain service levels (for example 
to replace long-lived assets).” 
 
CONSULTATION PROCESS 
 
In preparing this report, the following City of Darwin officers were consulted: 
 
 Acting General Manager City Performance 
 
In preparing this report, the following External Parties were consulted: 
 
 John Comrie, Deloitte Access Economics 
 
 
POLICY IMPLICATIONS  
 
There will be a requirement to review particular Council policies in regards to the 
recommendations from the financial sustainability review.  
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These policies will include but are not limited to:  
 

 Borrowing Policy 
 Investment Policy 
 Financial Reserves Policy 

 
Council may also consider development of a treasury management policy which 
refers to the way in which borrowings are raised and cash and investments are 
managed. 
 
BUDGET AND RESOURCE IMPLICATIONS  
 
Council is to consider the recommendations from the financial sustainability review 
as part of the adoption of the Long Term Financial Plan and Municipal Plan 2018/19. 
 
RISK/LEGAL/LEGISLATIVE IMPLICATIONS 
 
This item is considered 'Confidential' pursuant to Section 65(2) of the Local 
Government Act and 8(c)(iv) of the Local Government Administration Regulations, 
whereby the public may be excluded while business of a kind classified as 
information that would, if publicly disclosed, be likely to prejudice the interests of the 
council or some other person is discussed. 
 
ENVIRONMENTAL IMPLICATIONS 
 
Nil 
  
 
COUNCIL OFFICER CONFLICT OF INTEREST DECLARATION 
 
We the Author and Approving Officers declare that we do not have a Conflict of 
Interest in relation to this matter. 
 
 
 
 
 
RAM NAIK RICHARD IAP
MANAGER FINANCE ACTING GENERAL MANAGER 

CITY PERFORMANCE
 
For enquiries, please contact Ram Naik on 8930 0523 or email: 
r.naik@darwin.nt.gov.au. 
 
Attachments:  
 
Attachment A: Financial Sustainability Review Report 
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Executive summary 
Deloitte Access Economics has undertaken a financial sustainability review 
of the City of Darwin’s (Council’s or CoD’s) financial position and 
projections. The assessment has been based primarily on the content of 
Council’s current (2016 to 2026) long-term financial plan and various 
discussions with staff. 

Council defines a sustainable financial strategy as one which allows for the 
adequate provision for its programs (including capital expenditure) and 
services into the future with the intention that there is a predictable trend in 
the overall rate burden. The aim of Council's financial strategy is to allow 
for an equitable distribution of the costs of establishing and maintaining 
council assets and services between current and future ratepayers. 

Our analysis places particular emphasis on a council’s underlying projected 

operating result (operating revenue less operating expenses) in assessing 
financial sustainability. Generally, to maintain financial sustainability we 
encourage councils to strive for a small ongoing underlying operating 
surplus (generally say up to 5% of total operating revenue). Such a result 
would ensure that current ratepayers and service recipients are meeting the 
annualised cost of service provision and thus be intergenerationally 
equitable over time. It would also mean that a council would be well placed 
to have the resource capacity to accommodate asset renewal and 
unforeseen needs as and when required. 

Local government service provision is very asset intensive and depreciation 
of assets represents a large share of total operating expenses (in the City of 
Darwin’s case it represents about 22% and this is broadly consistent with 
the typical circumstances of urban councils elsewhere). Local government 
assets are often long-lived but nevertheless do have finite useful lives. It is 
critically important that councils manage their assets to ensure service 
requirements are maintained, annualised whole of life costs are minimised 
and assets are able to be renewed and replaced when required.  

Council is currently in a reasonable financial position and not under any 
immediate financial constraint but ongoing financial sustainability 
challenges could possibly emerge in future. It has significant cash holdings 
(both in reserves and unrestricted) and current forecasts are that it will be 
able to accommodate all expenditure forecasts over the ten-year planning 
period. It is however projecting small ongoing operating deficits over the 
planning period. There are a number of factors (such as the decision to 
assume street lighting responsibilities and possible revision to forecast 
future depreciation expenses) that may possibly add to these annual 
deficits without a change in financial strategy. It is important to remember 
that large current cash holdings are not a good indicator of long-run 
financial sustainability. Ongoing operating deficits indicate that over the 
long-term a council will need more resources than it has available to 
maintain service levels (for example to replace long-lived assets).  

It appears likely that Council will need to take steps in order to achieve a 
satisfactory underlying ongoing operating result in future years. Such steps 
could take place gradually over time and broadly include: 
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1. Increasing operating revenue (particularly for example rate revenue 
which is the largest controllable source of revenue available to 
Council – average rates payable do not seem excessive relative to 
comparable local governments outside of the Northern Territory) 

2. Improving ongoing efficiency 

3. Reducing service levels (which would reduce operating expenses 
over time and could include delaying acquisition of new capital 
works). 

 
An initial priority would be to update Council’s long-term financial plan 
having regard to latest available information and the content of this report. 
This would provide a clear up-to-date basis of the extent of any future 
financial challenges. 

Council has been progressing the development of the preparation of asset 
management plans. Given the high costs associated with the ongoing 
provision and maintenance of assets it is important that such plans be 
finalised in the near future (and regularly reviewed on an ongoing basis). It 
is also important that asset management plan expenditure projections be 
accommodated in Council’s long-term financial plan. The latter plan should 
be updated at least annually. 

It is important that CoD’s management and elected body focus on longer-
run financial projections when considering strategic priorities and in annual 
revenue-raising and expenditure decisions. A review of the financial 
indicators that Council reports projected performance against and targeted 
results aspired to be achieved is appropriate. Council’s long-term financial 
plan should be based on strategies that enable achievement of target 
results consistent with financial sustainability. Similarly, annual budget 
decisions should be made consistent with the achievement of appropriate 
financial targets. It is important that long-run financial sustainability be a 
focus of Council in all strategic decision-making. 

The issues and opportunities identified through this report where possible 
improvements may be desirable are consistent with those commonly found 
with other councils. Our experience elsewhere is that such improvements 
can normally be satisfactorily incrementally addressed with appropriate 
strategic commitment. Councils (particularly urban councils) previously in 
similar circumstances to those of CoD currently have been able to make 
relatively modest ongoing refinements over several years and in doing so 
secure their long-term financial sustainability. 

Deloitte Access Economics 
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1 Introduction 
Local governments deliver essential services to communities with varying 
needs and expectations. These services are often infrastructure related. 
Many factors, including population scale and density, geographic location, 
industry structure and socio-economic advantage, shape the circumstances 
within which local governments operate. In terms of financial sustainability, 
the challenge for local governments is to balance growth in revenue and 
costs with service levels consistent with community preferences.  

Financial sustainability has been a key priority for local governments across 
Australia for over a decade. Deloitte Access Economics (then Access 
Economics) undertook local government sector level reviews of financial 
sustainability in most Australian states at the commencement of the rise in 
the focus on this issue. The results and findings of that work often lead to 
legislative reforms and culminated in councils placing more emphasis on 
longer-term financial and asset management planning. 

Deloitte Access Economics has undertaken extensive follow-up local 
government financial sustainability- related work in the period since then 
including assessments and provision of advice to state agencies responsible 
for local government matters, local government associations and individual 
councils. In 2009 it undertook a financial sustainability review for the City of 
Darwin (CoD).   
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2 Overview 
A breakdown of the City of Darwin’s operating income budgeted for 

2016/17 is shown below in Table 2.1:1  

Table 2.1: City of Darwin, Operating Income 2016/17 

Operating income $(‘000) Percentage 

Rates & Annual Charges 67,235 63.1 

User Charges 23,976 22.6 

Interest & Investments 2,656 2.5 

Operating Grants 5,355 5.1 

Capital Grants 5,564 5.2 

Other  1,634 1.5 

Total 106,420 100.0 

Source: City of Darwin 

The broad breakdown of the City of Darwin’s budgeted operating expenses 

for 2016/17 is shown below in Table 2.2:2 

Table 2.2: City of Darwin, Operating Expenses 2016/17 

Operating expenses $(‘000) Percentage 

Employee Costs 31,727 30.9 

Borrowings 229 0.2 

Materials and Contracts 48,179 47.0 

Depreciation 22,397 21.8 

Total 102,532 100.0 

Source: City of Darwin 

Council’s 2016-2026 long-term financial plan suggests that the breakdown 
of operating income and operating expenses will remain relatively 
consistent with that shown in the above tables over the 10-year planning 
period. 

The share of operating costs apportioned by category can vary significantly 
between councils but there is nothing unusual about the CoD breakdown. 
Depreciation represents approximately 22% of Council’s total operating 

expenditure in 2016/17. This is a large figure although it is broadly 
consistent with national averages. The level of recorded depreciation 
expenses can vary between councils depending on the scale of their 
infrastructure related services, e.g. the quality and extensiveness of their 
road networks and whether they have water supply and sewerage related 
services and the relativity of such services compared with others.  

                                                
1 Refer City of Darwin, Long-term financial plan, 2016 - 2026, p. 28. 
2 Refer City of Darwin, Long-term financial plan, 2016 – 2026 p.28. 
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Depreciation also represented 22% of operating expenses of South 
Australian local governments in aggregate in 2014/15.3  

A comparison of Tables 2.1 and 2.2 indicates that CoD generated slightly 
more ($3,888,000) operating revenue than operating expenses. Deloitte 
Access Economics agrees with CoD’s viewpoint that a more meaningful 

assessment of performance is achieved by not including capital revenue in 
such analyses. Capital revenue is essentially grants or other funds (or 
physical assets) provided to an entity. Any such monies must be utilised to 
construct additional physical assets. Receipt of capital revenues necessarily 
commits an organisation to additional long-run operating expenses typically 
at least equivalent to (and invariably in excess of) the capital revenue 
initially received. 

It is important to note that CoD budgeted to generate $1,676,000 more in 
operating expenses in 2016/17 than it forecast to receive in operating 
revenue that year net of capital revenue. 

Depreciation represents the consumption of assets in the provision of 
service (e.g. their value, usually on a replacement cost basis amortized 
over their expected useful lives, net of any applicable residual value). The 
high annual level of depreciation typically incurred by local governments 
reflects the very asset-intensive nature of local government. The value of 
CoD’s assets and liabilities is shown below in Table 2.3:4 

Table 2.3: City of Darwin, Assets and Liabilities, 30 June 2016 

 $m 

Assets  

     Current (e.g. cash) 85 

     Non-current  

     Infrastructure etc 1,106 

Total Assets 1,191 

Liabilities  

     Payables, borrowings, provisions etc 22 

Equity 1,169 

Source: City of Darwin 

Compared with annual Operating Income ($106 million in 2016/17) CoD 
has about 11.6 times as many assets. Local governments in Australia are 
generally far more asset-intensive in fulfilling their service- related 
responsibilities than the States or Commonwealth. That is, they have 
responsibility for management of depreciable assets with a much higher 
value relative to their annual income than the other spheres of government. 
The asset-intensive nature of local government activity means that there 
will be times when councils face the need for large capital outlays.  

These assets that local governments control typically don’t generate income 

and are very long-lived. They are predominantly infrastructure (mainly 
roads but also stormwater drains, footpaths etc) and some buildings. 
                                                
3 Refer SA Local Government Grants Commission Database Report 2014/15, Report 
3, available at https://www.dpti.sa.gov.au/local_govt/LGGC  
4 Refer City of Darwin 2015/16 Annual Report, p.183. 
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Generally speaking, councils need to plan for and be able to maintain and 
renew and replace these assets as necessary in order to maintain service 
levels. Their capacity to do so is a critical consideration in the assessment of 
their ongoing financial sustainability. 

Like most councils CoD has very low levels of borrowings and other 
liabilities. Borrowings are not income. They are a tool for managing timing 
mismatches between outlay needs and preferences and income. Given the 
asset-intensive nature of local government it is often appropriate for them 
to make considerable use of debt to assist in facilitating recovery of costs 
associated with provision of assets equitably over time through rates (and 
charges as appropriate).  

The data above and particularly 10-year forecasts for this financial 
information is discussed in the following sections in assessing CoD’s 
financial sustainability considerations. 
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3 Methodology 
applied 

Local Government Financial Sustainability Inquiries were carried out by 
Deloitte Access Economics in most states around a decade ago. They were a 
catalyst for all Australian jurisdictions to develop requirements encouraging 
their local governments to focus more on their long-run financial 
sustainability in their strategic and budget planning and day to day 
expenditure decision-making. For example, all states have developed 
financial indicators that councils are required to report against. These 
financial indicators do vary somewhat across states but broad consensus is 
emerging. 

The Northern Territory Government requires its municipalities to prepare 
long-term financial plans (as do all states now although Victoria is only 
currently introducing) but has not mandated the reporting of performance 
against any specified financial indicators. CoD measures financial 
performance against indicators it has selected as appropriate in its long-
term financial plan (refer p.34).  

In assessing the financial sustainability outlook for a council and 
determining an appropriate financial strategy, Deloitte Access Economics 
focuses primarily on assessing performance against just three financial 
indicators that relate to annual financial operating performance, the level of 
net debt and other liabilities, and asset management performance. It 
believes sound financial strategies can be set and satisfactory performance 
outcomes achieved by reliance on setting targets and monitoring results for 
this small number of indicators. It has also found that a focus on less rather 
than more indicators assists councils to identify key financial and asset 
management challenges and determine appropriate responses. These issues 
and the three indicators are briefly discussed below. (Further discussion 
regarding the rationale for our preferences and comments regarding 
financial indicators currently utilised by CoD is included in Appendices A & 
B.) 

a) Operating Result Ratio (Operating revenue (excluding capital 

revenue) minus operating expenses expressed as a percentage of 

operating revenue). 

If a council can maintain a positive underlying operating result over time 
(that is operating revenue in excess of operating expenses including 
depreciation), then sufficient revenue is being generated to offset the cost 
of service provision. It means that ratepayers and service recipients in any 
year are collectively ‘paying their way’ and that revenue generated from 

offsetting depreciation should help ensure that, on average over time, 
approximately sufficient net cash inflow is generated to substantially 
accommodate asset renewal outlay needs.  

The prime objective of a council’s financial strategy should in most 

circumstances be to ensure that it achieves and maintains a small 

underlying operating surplus on an ongoing basis. If it can do that 
then it should be able to maintain service levels and address asset 
management needs as and when required. 
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It is critical that councils have regard to impacts on financial sustainability 
when determining service levels. Operating expenses are driven by service 
levels. Any assessment of a council’s financial sustainability is predicated on 

the range and level of services provided. Acquisition of a new additional 
asset, or upgrading of an existing asset to provide higher levels of services, 
even if the capital expenditure is funded by a grant, will lead to higher 
subsequent operating costs for a council in the form of ongoing asset 
maintenance and depreciation. 

Deloitte Access Economics also favours a focus on ‘underlying’ performance. 

That is the reported operating result adjusted for one-off or temporary 
factors such as the recent abnormal timing of ongoing Commonwealth 
Financial Assistance Grants. 

b) Net Financial Liabilities Ratio (An entity’s total liabilities less 

financial assets expressed as a percentage of operating income.) 

Deloitte Access Economics prefers this measure of borrowing levels and 
capacity relative to others such as debt-servicing ratios in a local 
government context. Debt-servicing ratio scores are influenced by loan 
repayment terms and are not an indicator of debt levels. (A council may 
have a short repayment duration and relatively high repayments but 
nevertheless relatively low debt.) 

c) Asset Sustainability Ratio (Asset renewal undertaken in a period 

relative to that recommended in an asset management plan 

(expressed as a percentage.) 

Many councils calculate this ratio by expressing asset renewal undertaken in 
a period relative to depreciation (expressed as a percentage). Deloitte 
Access Economics prefers the practice required to be followed by South 
Australian local governments where the denominator for this ratio is not 
depreciation but asset renewal needs identified in an entity’s asset 

management plan. (Such a ratio is also known as the asset renewal funding 
ratio in some instances). Our experience is that optimal asset renewal 
needs can fluctuate over time and are not necessarily consistent with 
annual depreciation, even over a multi-year period, particularly for entities 
with high value long-lived assets. 

The above 3 financial indicator ratios are the same as recommended for 
financial sustainability assessment consideration by the Institute of Public 
Works Engineering Australasia (IPWEA) and required to be reported against 
by South Australian local governments.5 

                                                
5 See IPWEA, 2015, 2nd ed, ‘Australian Infrastructure Financial Management Manual’, 

Institute of Public Works Engineering Australasia, Sydney, www.ipwea.org/AIFMM 
and SA Local Government Association Financial Sustainability Information Paper no.9 
– Financial Indicators available at 
http://www.lga.sa.gov.au/webdata/resources/files/LG_FS_Info_Paper_9_-
_Financial_Indicators_-_2012.pdf  
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4 Broad assessment 
of Council’s 

ongoing financial 
sustainability 

As highlighted in Section 3 Deloitte Access Economics places particular 
emphasis on a council’s underlying long-run projected operating result ratio 
in assessing ongoing financial sustainability. Assuming reliable data is 
available then in general circumstances we would expect a municipality to 
be financially sustainable if it can maintain a small (at least breakeven but 
possibly of the order of up to 5%) positive operating result ratio. If it can do 
this then it would indicate that ratepayers and other service recipients in 
aggregate are fully offsetting the total annual cost of the provision of 
services. It is also likely to mean in such circumstances that a council would 
be able to fund the renewal and replacement of assets when it is optimal to 
do so over time (even if additional borrowings are necessary in some 
periods of peak asset renewal outlays). 

The forecast operating result ratio for CoD (net of capital revenues and 
sourced from its current long-term financial plan) is shown below in Table 
4.1. 

Table 4.1: City of Darwin forecast operating result 

Year (30 Jun) 16/ 17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 

Operating 
result ratio (%) -1.7 -1.9 -1.9 -1.8 -1.4 -1.4 -0.9 -1.2 -0.5 -0.2 

Source: City of Darwin 

Table 4.1 indicates that CoD would need to generate an additional increase 
in its revenue base of up to 1.9% by year 2 (2017/18) in order to at least 
break even in subsequent years based on the above forecasts. 
Alternatively, operating expenditure would need to be reduced by a similar 
amount (or some combination of both). This could for illustrative purposes 
be achieved by an increase in average annual rates of about 3% beyond 
what has already been assumed in Council’s model (given that rates 
represented about 63% of total budgeted operating revenue in 2016/17 
(see Table 2.1)). 

An improvement in the long-run underlying operating result ratio to about 
5% per annum would require additional increases in operating revenue or 
decreases in operating expenses. If the improvement came solely from rate 
revenue increases it would require further additional rate revenue increases 
of about 8%. That is an 8% increase in aggregate more than the 3% 
highlighted above and the 1.5% per annum real increase assumed in CoD’s 

long-term financial plan. This increase would need to rise further if 
operating expenses rose beyond forecast projections. 
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Deloitte Access Economics’ experience is that councils’ often struggle to 

achieve the future underlying operating result ratio projected in their long-
term financial plans. That is, ongoing revenue turns out to be somewhat 
less and/or annual operating expenditure somewhat more than originally 
forecast. This possibility supports the case for basing plans on achieving a 
better than ‘breakeven’ result over time. 

An analysis of CoD’s long-term financial plan has been undertaken to assess 
the reliability of the financial forecasts projected. CoD has adopted a very 
clear and comprehensive long-term financial plan that lists major 
assumptions upon which it is based. Some brief comments regarding the 
key assumptions and other related statements in the document appear 
below.  

The long-term plan assumes: 

 Consumer Price Index (CPI) of 1.5% per annum. CPI (and CoD’s cost 

increases) may be slightly higher on average than assumed (estimated 
CPI) over the next 10 years, notwithstanding short-run fluctuations, 
given that the Reserve Bank’s monetary policy is aimed at keeping CPI 

within the 2% to 3% band, 
 Rate increases are assumed to be 3% per annum. That is a 3% average 

increase for existing ratepayers. Council’s rate revenue is forecast to 

grow by this amount plus the impact of property development growth 
(total of about 4% per annum). This 3% average increase per property 
represents a real rate increase over and above the assumed inflation 
rate of about 1.5% per annum. Note what is more important than the 
assumed CPI and the nominal rate of increase (increase in prices 
inclusive of underlying inflation rate) in rates is the effective assumed 
real increase in rates (increase over and above inflation). The long-term 
financial plan effectively assumes a real increase in rates of about 1.5% 
per annum for existing ratepayers,  

 Growth of 1.2% per annum (although not explicit in the document it is 
understood that rates and other income and expenses have been 
adjusted for this factor), 

 No indexation of Commonwealth Financial Assistance Grants (indexation 
was restored in the recent Commonwealth budget and it is considered 
more likely than not that annual indexation will be maintained hereafter 
– applicable legislation effectively requires annual indexation except in 
special circumstances), 

 A 3% per annum increase in employee costs, 
 No significant nominal increase in asset values arising from revaluations 

over the period. The plan states that ‘Land, Buildings and Infrastructure 

revaluations every three years in accordance with Council’s revaluation 

policy are not expected to increase significantly in the current economic 

environment and have been omitted from this modelling’ (p.22).  
 There may be a perception that assets may already be somewhat over-

valued in aggregate (and hence depreciation over-stated). Council’s 

2015/16 financial statements suggest roads and other infrastructure 
was last revalued in June 2014 (and other assets more recently). 
Generally speaking, we would expect asset values (net of acquisition of 
new assets and net of annual depreciation) to increase at about the rate 
of CPI each year. As such we would expect annual depreciation to 
increase about in line with CPI. The acquisition of other additional assets 
would of course then add further to long-run depreciation costs. 

 Depreciation is forecast in the Plan to increase by 16.7% over the nine 
years of the plan relative to the 2016/17 base year (average annual 
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increase of 1.7% per annum) The basis of this assumption is not clear. 
Presumably it is an estimate of the impact of inflation and growth. 

 The plan assumes the identification and realisation of savings of 
$300,000 in 2017/18. It is unclear whether this will be able to be 
readily achieved and any associated implications. 

 No allowance has been made in the Plan for the possible financial 
impact from the Council taking full responsibility for controlling provision 
of street lighting. It is Deloitte Access Economics’ understanding that a 
recent report prepared for Council suggested that annual operating 
costs could increase by about $2.5-3.0 million (although still cheaper 
than forecast increases that would have otherwise occurred if Council 
maintained previous arrangements).6  Such an increase in costs would 
adversely decrease CoD’s reported Operating Result Ratio by about 

2.5% – 3.0% per annum. 
 Council has included a provision of $19.1M in its 2016/17 financial 

statements as an estimate of future landfill rehabilitation costs. No 
allowance for any related work was included in the long-term financial 
plan (but will be in the next update). 

It is understood that further work is currently ongoing to refine the useful 
lives of CoD’s assets and associated depreciation. Depreciation necessarily 
will always be an estimate but it is important given the asset intensive 
nature of local government that work be undertaken by all councils as 
warranted to ensure that this estimate is materially reliable on an ongoing 
basis.  

The future is always uncertain but on balance it is our judgement based on 
the above that it is more likely that CoD’s actual operating result ratio will 

be less favourable rather than more favourable over the next 10 years 
compared with existing long-term financial plan projections. Council will 
more likely than not need to modify its existing financial strategies and take 
specific pro-active steps to ensure its ongoing financial sustainability. Such 
steps could broadly include: 

A Increasing operating revenue (particularly for example rate revenue 
which is the largest controllable source of revenue available to Council) 

B Further improving ongoing efficiency 
C Reducing service levels (which would reduce operating expenses over 

time and could include delaying acquisition of new capital works). 
 
Our assessment is that Council is in a reasonable position and there is no 
indication at this stage of financial challenges arising in the short to medium 
term. For example, the statement of cash flows shown in Council’s long-
term financial plan indicates that based on projected revenue and 
expenditure forecasts it will generate sizeable total and unrestricted cash 
balances at year end each year over the planning period.7 See table 4.2 
below. 

                                                
6 See p.42 of Next Energy’s Darwin’s Transition to City-Owned Public Lighting – 
Confidential Report of 4 May 2017. 
7 The unrestricted cash balance is net of cash holdings necessary from a legal or 
policy requirement to offset reserves established to accommodate future forecast 
obligations and preferences. 
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Table 4.2: City of Darwin forecast year end cash, cash equivalents and 
investments ($ millions) 

Year (30 Jun) 16/ 17 17/18 18/19 19/20 20/21 21/22 22/23 23/24 24/25 25/26 

Unrestricted 
($M) 10.5 9.6 9.8 9.9 10.0 10.2 10.6 10.7 10.7 10.7 

Total ($M) 46.3 48.7 48.0 49.2 54.9 50.6 28.8 37.0 43.2 54.2 

Source: City of Darwin 

It is critically important though that Council recognise that forecast 
significant ongoing cash holdings are not an indicator of ongoing financial 
sustainability. Large forecast cash holdings indicate that an entity is likely to 
be able to accommodate estimated net outlays over the planning period. An 
underlying ongoing operating deficit suggests that if nothing else changes 
over the longer-term outlays will exceed revenue inflows and available cash 
and service levels will be at risk (typically a council will struggle to be able 
to accommodate future asset renewal needs as and when required). 

There are signs that indicate that some refinements to CoD’s financial 

related strategies are desirable in the next year or two in order to minimise 
the likelihood of financial sustainability and service level maintenance 
challenges down the track. Council needs to consider options to achieve a 
small positive underlying operating surplus result on an ongoing basis. In 
particular, possible opportunities for further refinement in CoD’s asset 

management planning processes and outcomes are desirable and this is 
discussed in Chapter 5. 
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5 Assessment of 
asset management 

Chapter 2 of this report highlighted that local government service delivery is 
very asset intensive. A key general finding of Deloitte Access Economics’ 

various local government financial sustainability work has been the need for 
councils typically to give greater consideration to longer-term needs and 
implications and improve their asset management planning considerations. 
Asset management plans help councils identify warranted future asset 
management expenditure and therefore plan to have capacity to cost-
effectively carry-out warranted and affordable maintenance of assets and 
renew and replace them as appropriate to maintain preferred service levels 
and manage associated risks.  

The most significant source of risk for councils typically is likely to be 
associated with estimating asset renewal outlay needs. It is difficult to 
financially model such needs because there is often a degree of discretion 
and subjectivity regarding the timing and scope of renewal works. This is 
primarily due to uncertainty around trade-off choices between service levels 
and long-run costs and councils’ appetite for risk. Councils need to have due 
regard to affordability, i.e. long-run financial sustainability projections, in 
making such choices. What a council can afford is not necessarily equivalent 
of course to what it will need to expend in order to maintain preferred 
service levels. The key issue, as already emphasised, should be whether a 
municipality can maintain a satisfactory operating result ratio over time -
and the long-run implications for asset renewal and service levels. 

In all Australian states now other than Victoria, local governments are 
required to prepare asset management plans for all major classes of assets 
but this is not yet a requirement in the Northern Territory. At their most 
simple, asset management plans include forecast annual capital and 
maintenance expenditure forecast as warranted over a (for example) 10-
year period necessary to achieve/maintain preferred service levels. 
Expenditure estimates consistent with asset management plans need to be 
accommodated in an entity’s long-term financial plan in order to assess 
financial implications. 

For financial planning purposes it is often useful to distinguish in asset 
management plans between forecast capital expenditure needs for new, 
additional assets and replacement assets. New additional assets result in 
provision of additional or upgraded services and lead to additional long-run 
operating costs (additional depreciation and maintenance). Replacement 
assets on the other hand simply (broadly speaking) maintain existing 
services and are unlikely to result in any significant real increases in future 
depreciation and maintenance costs (they replace assets that were already 
being depreciated and maintained).  

The preparation of asset management plans and their use in informing 
decisions is critical in the optimal provision of ongoing service levels by a 
council. They need not be particularly technical or comprehensive. Many 
councils struggle to prepare sound asset management plans believing they 
need more data and analysis. Often a simple readily prepared plan is 
adequate and appropriate, particularly given long-run uncertainties. CoD is 
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working on the development of asset management plans but these are not 
yet finalised. Staff believe current expenditure forecasts accommodated in 
its long-term financial plan are likely to be broadly consistent with what is 
warranted and what asset management plans would reflect. Nevertheless, it 
is important that CoD commit to finalisation and adoption of asset 
management plans in the near future and keep them up to date thereafter. 

Asset management plan expenditure projections need to have regard to 
trade-offs between such factors as service level preferences, risk and long-
run affordability. Financial projections and their associated implications 
should be carefully considered therefore not just by asset management 
employees but by senior finance staff too before draft plans are presented 
to council members for consideration for adoption. Trade-off options and 
their implications need to be determined by council members before asset 
management plans are finalised  

It is important that a council’s long-term financial plan is based on 
expenditure projections indicated in its asset management plan and the 
asset management plan is regularly reviewed and updated (say at least 
every 3 years) to take account of changing circumstances and updated 
information. 

It is also important that the same asset replacement value estimates are 
used for asset register accounting purposes (in circumstances where asset 
values are based on replacement costs) and in asset management plans. 
Likewise, useful life estimates. Asset replacement timing proposed in an 
asset management plan should be consistent with remaining useful life 
estimates in the asset register. Many councils find preparation of an 
updated asset management plan leads to revision of asset register 
remaining useful life estimates. Australian accounting standards require 
annual review of asset useful lives.  

Asset management performance is currently monitored by CoD by 
comparing annual asset renewal expenditure relative to depreciation. This 
financial indicator, commonly known as the asset sustainability ratio, is 
mandated for application by local governments in some other states. As 
highlighted in Chapter 3, Appendix A (Section A.2.4 and Appendix B (Item 
B.7), Deloitte Access Economics has reservations as to the reliability of this 
indicator. It prefers an indicator based on comparing actual or proposed 
asset renewal expenditure relative to that proposed in an adopted asset 
management plan. Use of this methodology would place additional 
emphasis on maintaining reliable asset management plans. 
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6 Assessment of 
borrowing needs 
and capacity 

In undertaking its various local government financial sustainability inquiry 
work, Deloitte Access Economics has often noted that local government 
debt levels are extraordinarily low relative to the asset intensive nature of 
council services and the relative security of councils’ income. In fact, we 

have often claimed that too many councils are ‘debt averse’ and are likely 

to need to make greater use of debt if they are to appropriately address 
affordable asset management needs and charge ratepayers appropriately 
(neither too much nor too little) on an inter-generationally equitable basis 
over time, relative to the services available. 

More borrowings are not likely to help a council in the medium to longer-
term that has a significant underlying operating deficit it cannot readily or is 
unwilling to address. Borrowings are not income and over time, costs need 
to be offset by income.  What borrowings do is allow timing mismatches 
between expenditure and income to be accommodated. For example, they 
allow large outlays associated with acquisition of major capital works to be 
met and then paid for over time (through loan repayments) by the 
beneficiaries of the services they generate.  

If a council is operating sustainably over the long-run then it should 
generally on average generate about enough cash for asset renewal as 
required (since revenue is being raised to offset depreciation of existing 
assets). It would still (on average) need to raise debt as a result of 
purchasing new or upgraded assets. (That is, it would not generate 
sufficient cash from depreciating existing assets to fund both their 
replacement and the acquisition of new additional ones). The alternative to 
borrowing would be to save for them but this effectively would mean that 
existing ratepayers would need to pay more than the cost of the service 
they’re getting. This is why it is often claimed that use of borrowings can 
assist in promoting inter-generationally equitable rating.  

Asset renewal backlogs often arise because councils that are in a 
reasonable or better financial position seek to acquire new assets and keep 
debt levels very low. The effect of doing this is often that they compromise 
their capacity to carry out asset renewal when required. 

The above doesn’t mean a council should automatically borrow whenever it 

purchases a new asset. There’s no point in borrowing in the short-run if an 
entity has plenty of cash on hand. It does mean though that if a council is 
charging fairly over the long-run, that it is likely as a consequence of 
acquisition of new assets, to be required to borrow at some time in future 
(at least for a share of these costs) if it also wishes to have capacity to 
carry out timely asset renewal whenever so warranted.  

It is also important to recognise that raising borrowings is unlikely to assist 
a council in addressing financial sustainability challenges per se. 
Acquisitions associated with the borrowing will typically result in higher 
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long-run operating costs (depreciation and ongoing operations and 
maintenance expenses and interest expenses associated with the 
borrowing). Borrowings may help improve financial sustainability if they 
were necessarily raised to fund acquisition of assets that will lead to lower 
long-run operating costs (e.g. possibly replacing old inefficient plant or 
funding a new proposal that will generate a revenue stream in excess of 
operating costs). 

The CoD utilises the debt servicing ratio indicator to monitor the 
reasonableness of its levels of borrowings. Appendix B sets out reasons why 
Deloitte Access Economics prefers to rely on the net financial liabilities ratio 
result in assessing a council’s net debt levels.  

CoD has very low levels of borrowings relative to its income. It also has 
extensive financial reserves. In fact, its current long-term financial plan 
forecasts that its net financial liabilities ratio will remain negative (i.e. it will 
have more net cash and investments than aggregate borrowings and other 
current liabilities in all years of the plan other than in 2022/23 when a 
significant peak in capital expenditure is proposed). 

We are comfortable with guidance provided to SA councils by the Local 
Government Association of South Australia which suggests a well-managed 
financially sustainable council could comfortably manage with a net financial 
liabilities ratio of 100% or more.8 We are not aware of any factors that 
would suggest that a lower target ceiling would be more appropriate for 
CoD.   

If CoD’s extensive cash holdings associated with externally and internally 

restricted reserves were ignored and its net financial liabilities ratio was 
calculated based on just unrestricted cash holdings the result would still be 
very low. The highest ratio over the 10-year financial plan (2023/24) is 
estimated at about 10%.9 

The prime issue for CoD is not its current borrowing level but its projected 
ongoing operating result. If it could improve its underlying operating result 
on an ongoing basis it certainly has capacity to borrow more if need be. 

                                                
8 See SA Local Government Association Financial Sustainability Information Paper 
no.9 – Financial Indicators and also Information Paper 10 -  Debt both available at 
http://www.lga.sa.gov.au/webdata/resources/files 
9 In calculating this estimate we have ignored forecast provisions as it is assumed 
that provisions are offset by restricted reserves. 
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7 Rating levels 
Table 2.1 highlighted that rate revenue was CoD’s prime source of revenue 
in 2016/17. Its long-term financial plan does not envisage this scenario 
changing over the next 10 years. Its level of rates as a source of income in 
2016/17 (63.1%) is consistent with that of SA councils in aggregate in 
2014/15 (64.9%).10  

Deloitte Access Economics has undertaken various work regarding local 
government rating previously (including a rating review for CoD in 2010). It 
is our view that council rates are a sound basis for generating a large share 
of local government revenue. It is nevertheless important that appropriate 
regard is had to the characteristics of the ratepayer and property base and 
taxation principles in designing a local government rate structure.  

In setting rates councils need to have regard to equity considerations 
including capacity to pay. Whilst comparisons of rating levels between 
councils can be useful it is important to recognise that the average level of 
council rates can and does vary between councils for a variety of reasons 
(including relative differences in service levels and responsibilities and the 
impact of population density and commercial and industrial development). 
It is our view that comparisons of average residential rating levels are 
usually more meaningful than comparisons of overall (i.e. inclusive of 
commercial, industrial and farming properties) average rates payable or 
other comparative rating factors.  

Table 7.1 below shows a comparison of CoD average residential rates and 
income relative to average residential rates and income in South Australia 
in 2014/15. Income data has been included as it is generally recognised as 
the best measure of capacity to pay. Deloitte Access Economics is 
reasonably familiar with the availability of Australian local government 
financial information but is not aware of average local government 
residential rating information being publicly available other than for SA. 

  

                                                
10 Refer SA Local Government Grants Commission Database Report 2014/15, Report 
2, available at https://www.dpti.sa.gov.au/local_govt/LGGC 
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Table 7.1: City of Darwin and Average SA 2014/15 average residential rates and 
income 

Jurisdiction Average 

residential rates 

14/1511 

ABS median 

income 

Rates as % of ABS 

annual income 

City of Darwin  $1,44012 $55,31713 0.026% 

All of SA $1,41714 $46,05015  0.031% 

Source: City of Darwin 

The CoD advised that its average residential rates rose from $1,312 in 
2012/13 to $1,535 in 2017/18. This represents an increase of 17.0% over 
the five-year period. The Darwin CPI movement over the past 5 years has 
been 9.6%.16   The increase over the past 5 years closely follows the 
assumed projection in CoD’s long-term financial plan (1.5% above CPI). 

For comparison purposes the average residential property in the City of 
Adelaide incurred council rates of $1,602 in 2016/17 and average 
residential rates in other capital cities in that year varied from $1,098 
(Sydney) to $2,218 (Hobart) (all inclusive of waste management charges 
where applicable).17  

There are of course various factors as to why average council rates may 
vary between councils and between regions. Nevertheless, having regard to 
capacity to pay considerations it would appear that average residential 
rates applicable in the City of Darwin are not excessive at least compared to 
the average in South Australia. 

Councils need to strike a balance in setting the level of council rates that 
has regard to ratepayers’ service level preferences, associated rating 

affordability and long-term financial sustainability. 

  

                                                
11 This is the most recent year for which SA Local Government Grants Commission 
data is available.  
12 As provided by City of Darwin. It also indicated that average residential rates rose 
to $1,466 (+1.8%) in 2015/16, $1,506 (+2.7%) in 2016/17 and $1,535 (+1.9%) in 
2017/18.  
13 Median total income (excl. Government pensions and allowance), refer 
http://stat.abs.gov.au/itt/r.jsp?RegionSummary&region=71000&dataset=ABS_REGI
ONAL_LGA&geoconcept=REGION&maplayerid=LGA2014&measure=MEASURE&datase
tASGS=ABS_REGIONAL_ASGS&datasetLGA=ABS_REGIONAL_LGA&regionLGA=REGI
ON&regionASGS=REGION 
14 As per Report 6, SA Local Government Grants Commission Database Reports. 
Average metropolitan rating levels are slightly higher and average rural and regional 
levels slightly lower than this overall average. 
15 Median total income (excl. Government pensions and allowance), refer 
http://stat.abs.gov.au/itt/r.jsp?databyregion#/ 
16 Refer ABS Table 640103. 
17 See Table 5.2, ‘City of Adelaide – Review of Rating and Revenue’, report of Jun 
2017 prepared for City of Adelaide by JAC Comrie Pty Ltd. 
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8 Review of selected 
Council policies 

In accordance with the project brief some specific CoD policies were 
examined. Those we were asked to review were as follows: 

 Borrowing Policy; 
 Investment Policy; and 
 Financial Reserves Policy. 

Apart from a small typographical error (towards end of p.2 of the Borrowing 
Policy the word ‘revenue’ should read ‘reserve’) we were generally 
comfortable with the content of the policies. They reflect what was 
traditionally seen as good local government practice.  

It was particularly pleasing to see that Council’s Financial Reserves and 

Borrowing Policy specifically allowed for and recognised the merit of 
‘internal borrowing’ from financial reserves. There is no point in holding 

money for a future need if at the same time borrowings otherwise would 
need to be raised. The interest cost (and possible other fees) associated 
with borrowings will inevitably exceed the interest earnings on investment 
funds (at a similar point in time with similar risk over a similar duration). A 
council would therefore make a saving by utilising internal reserves even if 
it was necessary at some point in time in future to borrow funds to top up 
the reserve to meet needs. 

Council’s long-term financial plan forecasts the raising of over $15M in 
borrowings over the ten years beginning in 2016/17. In practice the 
majority (if not all) of this money could of course be raised from running 
down CoD’s unrestricted cash holdings and use of internal borrowings from 

reserves. Similarly, it forecasts outstanding debt of $5M at the end of 
2016/17 which its cash holdings suggest did not need to be raised if 
available cash had instead been run down.  

Council’s borrowing policy could be revised having regard to the content of 

this report. For example, as highlighted elsewhere we favour use of the net 
financial liabilities ratio rather than the debt servicing ratio specified in that 
policy. That policy also suggests that the term of any borrowing should 
generally not exceed the expected life of any asset acquired as a result. 
Generally, we would argue that a council should manage its financial affairs 
holistically and not necessarily link borrowings to the purchase of specific 
assets. (Borrowings should simply be raised because cash is needed.) 
Ideally in order to minimise risk a council should have a range of fixed and 
floating rate borrowings with a range of maturities (which could be rolled 
over if more cash was needed). Floating rate borrowings have the 
advantage typically of allowing outstanding balances to be run down when 
surplus cash that would otherwise be invested is available. 

Deloitte Access Economics’ experience is that many councils’ practices 
regarding investments, borrowings and use of reserves have followed 
approaches consistent with those specified in CoD’s related policies. We 

have often recommended that councils develop more sophisticated debt, 
investment and treasury management policies to reduce risk and net 
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interest costs. It is suggested that CoD consider developing a treasury 
management policy. The South Australian Local Government Association 
developed guidance papers on debt and also on treasury management (the 
latter includes a draft treasury management policy) in response to findings 
of the 2006 Local Government Financial Sustainability Inquiry undertaken 
by (then) Access Economics.18 

  

                                                
18 SA Local Government Association Financial Sustainability Information Papers No. 
10 -  Debt and No. 15 Treasury Management are both available at 
http://www.lga.sa.gov.au/webdata/resources/files 
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9 Review of financial 
governance 

A critical factor that facilitates ensuring a council’s ongoing financial 

sustainability is to have a council’s members and management understand 

and embrace their financial governance responsibilities. In response to the 
2006 South Australian Local Government Financial Sustainability Inquiry the 
South Australian Local Government Association prepared a paper to help 
South Australian councils in this regard.19 It identifies 13 keys for best 
practice financial governance under the following four theme areas;  

1. Supporting sound financial decision making; 

2. Ensuring affordable services to the community; 

3. Guiding funding and financing; and  

4. Facilitating performance monitoring and review. 

Characteristics identified in the above paper are consistent with factors 
typically highlighted in this report. The paper does stress in particular the 
importance of ‘Ongoing education and training such that all Council 

Members understand and fulfil their financial governance responsibilities.’ It 
also emphasises ensuring that ‘Budget and financial information presented 

for Council deliberation is at a strategic level, succinct and easy to follow’.  

In preparing this report we have not had the opportunity to interact with 
CoD council members (a workshop is planned for discussion of the finalised 
report with council members). Our experience elsewhere is that council 
members are typically keen to be financially responsible but sometimes 
unsure of appropriate financial strategies for their circumstances. Even 
council members with strong business management experience sometimes 
have trouble distinguishing as to why financial strategies applicable in a 
business environment may be less appropriate in a local government 
setting. 

All councils need to ensure council members are provided with appropriate 
training and information to aid sound financial policies and decision-making. 
Council financial reports elsewhere for example are often too detailed to 
facilitate a strategic focus. Council reports, its annual report, budget and 
strategic planning documents all need to ensure that key current and 
forecast long-term future financial projections and their implications are 
understood and kept front of mind. It is important also that these key 
messages are conveyed clearly to the community and opportunity for 
feedback provided wherever appropriate. 

Council has an audit committee and its responsibilities appear to be well 
structured and managed. An audit committee can provide comfort and 
support to an elected council in helping it be satisfied that decisions are 

                                                
19 SA Local Government Association Financial Sustainability Information Papers No. 
23 -  Financial Governance available at 
http://www.lga.sa.gov.au/webdata/resources/files 
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being made having appropriate regard to sound and relevant financial policy 
frameworks.   
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10 Conclusions 
The indications are that CoD is currently in a reasonable financial position 
relative to many local governments Australia-wide. It has good systems and 
capacity and is not under any immediate financial constraint. Indications 
are though that ongoing financial sustainability challenges could possibly 
emerge in future. The finalisation of the preparation of asset management 
plans for all major classes of assets and an updated long-term financial plan 
that incorporates this impact and also the long-run financial implications 
from changes in street lighting arrangements and other intervening 
developments should provide a clearer indication of financial challenges.  

It is possible that CoD will need to consider opportunities to raise further 
revenue (over and above the impact of inflation) or reduce operating 
expenditure over the next few years. Any material reductions in operating 
expenditure levels that cannot be achieved by way of efficiency 
improvements are likely to necessarily adversely impact on service levels, 
at least over the longer-run. Any council looking to improve financial 
sustainability needs to review its range and level of services and not just 
options to increase revenue. 

It is important that CoD’s management and elected body focus on longer-
run financial projections when considering strategic priorities and in annual 
revenue-raising and expenditure decisions. A review of the financial 
indicators that Council reports projected performance against and targeted 
results aspired to be achieved may assist.  

In order to be able to make sound inferences it is important that projected 
financial data is robust and reliable. In particular asset accounting data 
needs to be kept up to date including reliable estimates of asset 
replacement costs, useful lives, annual depreciation, residual values and 
renewal timing needs.  

The issues and opportunities identified through this report where possible 
improvements may be desirable are consistent with those commonly found 
with other councils. Our experience elsewhere is that such improvements 
can normally be satisfactorily addressed and councils previously in similar 
circumstances to those that CoD is in currently have been able to make 
relatively modest ongoing refinements over several years and in doing so 
secure their long-term financial sustainability.  
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11 Recommendations 
It is recommended that the City of Darwin: 

1. Review financial indicators and targets that it applies to monitor 
assessments of financial sustainability performance having regard to 
commentary in this report and that performance against the selected 
targets be regularly reported to Council. 
 

2. Commit to maintaining ongoing financial sustainability and adjust its 
plans and annual proposed revenue raising and expenditure whenever 
necessary to ensure projected future financial performance is consistent 
with this objective. 
 

3. Have careful regard to financial sustainability in all of its annual budget 
and other revenue raising and expenditure decision-making processes. 
To assist it is suggested that steps be taken to raise the profile of a 
focus on ongoing financial sustainability and that a brief assessment of 
Council’s financial sustainability status and projections be included in its 
annual budget and annual report and with more detailed assessment 
included in its long-term financial plan. 
 

4. Ensure annual updates are undertaken of its long-term financial plan 
and that the plan be consistent with other Council corporate and 
strategic plans and achievement of appropriate financial sustainability 
targets and be used as a basis for setting the annual budget. 
 

5. Finalise the preparation of asset management plans for all of its major 
classes of assets and that such plans clearly show forecasts of new and 
replacement asset capital and maintenance expenditure requirements 
over the next 10 years to achieve specified preferred and affordable 
service levels and acceptable levels of risk with such plans to be revised 
and updated at least every 3 years. 
 

6. Ensure for financial reporting and asset management and financial 
planning purposes that all major classes of assets are regularly revalued 
(say every 3 years) and that estimates of asset remaining useful lives 
are reviewed annually and that methodology used to calculate 
depreciation is appropriate for the circumstances. 

 
7. Develop a Treasury Management Policy and review its Investment, 

Borrowing and Financial Reserves Policies in the context of this new 
policy. 

 
8. Periodically (at least once during the life of each elected council) review 

its financial governance arrangements and update both financial 
governance policies and practices as appropriate. 
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Appendix A: Local 
government financial 
sustainability factors 
and guidelines 
A.1. Distinguishing characteristics of local governments 

Measures applied to assess an entity’s financial circumstances and outlook 

need to have regard to its operating environment. Compared with other 
spheres of government local governments typically: 

 Are very ‘asset intensive’ in fulfilling their roles and responsibilities. 

They invariably have a large stock of assets relative to annual income. 
Their assets are in the main infrastructure (e.g. roads) and other long-
lived assets such as buildings. These assets gradually wear out over 
time and local governments need to plan for their ongoing maintenance 
and replacement if they wish to see service levels maintained. 

 Have relatively stable and predictable levels of annual (particularly 
operating) incomes and expenses. Their annual revenues and outlays 
are far less affected by peaks and troughs in economic conditions than 
is the case for the Commonwealth or State governments. Generally, 
they have a reasonable degree of control over the range and levels of 
services they provide and the outlays they incur. Some local 
governments are more dependent on receiving ongoing grants from 
other spheres of government than others but the main grant programs 
are relatively secure on an ongoing basis or at least for a defined period 
of years. 

The above factors mean that local governments can and need to ensure 
their financial strategy and annual budget decisions are based on 
medium/longer term planning horizons. They also mean that some financial 
measures and targets commonly applied in assessing financial performance 
of other governments and other entities may be less appropriate in a local 
government context. That is not to say though that all local governments 
should necessarily adopt similar financial strategies. For example, what may 
be appropriate for a local government with a large and rapidly growing 
population may not be for a smaller rural council with a declining 
population.  

A.2. Assessing local government financial performance and 

outlook 

Deloitte Access Economics prepared comprehensive financial sustainability 
inquiry reports at the local government sector level in most states between 
2005 and 2008. It observed then that many councils' budget decisions were 
focussed primarily on generating particular levels of inflow receipts that 
would enable them to accommodate immediate or near future outlay 
proposals. That is, budgets were set on a basis of balancing ‘cash in’ and 

‘cash out’. This is a simplistic approach to budgeting and potentially a 

problematic one for a sector that is responsible for managing services from 
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a large stock of long-lived assets. Deloitte Access Economics observed then 
that there was much less concern in annual decision-making as to the 
relationship between underlying long-run operating revenue and underlying 
long-run operating costs (inclusive of depreciation).  

The asset-intensive nature of local governments means that there will be 
times where councils face the need for large capital outlays. A focus on 
short-term cash costs runs the risk for example that: 

 during periods of below average asset renewal need councils generate 
less revenue than is sufficient to offset long-run costs (or if they do 
raise sufficient revenue they are tempted to spend short-run excesses 
on additional services) and then struggle to be able to accommodate 
subsequent peaks in asset renewal outlay need; and 

 councils believe that they need to raise more revenue to accommodate 
peaks in new asset acquisition when it arises which may adversely 
impact on ratepayer intergenerational equity. Deloitte Access Economics 
has also found that councils in such circumstances often also prefer to 
reduce capital expenditure on asset renewal to help realise cashflow for 
new assets. 

Improved long-term financial planning by councils over the past decade has 
assisted them to better recognise the above issues, determine preferred 
affordable service levels and set appropriate financial strategies. There has 
been significant progress made in these regards by local governments in all 
states but progress has varied between local governments (and between 
local government sectors in different jurisdictions). 

Deloitte Access Economics believes that there are four key considerations in 
assessing the financial outlook for a council and determining an appropriate 
financial strategy. These are briefly discussed below. 

A.2.1. Underlying Operating Result 

The asset-intensive nature of local government service provision means 
that depreciation can be a large part of the total operating expenses of a 
council. It can often represent 20% or more of a council’s total operating 

expenses. It is not a cash cost but needs to be considered in financial 
decision-making. 

If a council can maintain a positive underlying operating result (that is 
operating revenue (net of capital revenue) in excess of operating expenses 
including depreciation) then sufficient revenue is being generated to offset 
the cost of service provision. This means effectively that ratepayers and 
service recipients in any year are collectively ‘paying their way’ and that 

revenue generated from offsetting depreciation should help ensure that, on 
average over time, sufficient net cash inflow is generated to substantially 
accommodate asset renewal outlay needs. 

The prime objective of a council’s financial strategy should in usual 
circumstances be to ensure that it achieves and maintains a small 
underlying operating surplus on an ongoing basis. If it can do that then it 
should be able to maintain service levels and address asset management 
needs as and when required. 

Generally, Deloitte Access Economics would recommend targeting 
achievement of a small underlying operating surplus (say of the order of 
5% of operating revenue but possibly more or less depending on a local 
government’s circumstances and outlook)) over a break-even result to help 
offset risk and uncertainty.  
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Depreciation typically represents about 20% to 25% or more of a council’s 

total operating expenses and is difficult to reliably measure. It is always an 
estimate. A small surplus helps offset the impact from under-estimating 
depreciation expenses that consequentially may lead to inadequate funds 
being available for future asset renewal. A high ongoing surplus may 
indicate that a council is over-charging current ratepayers relative to the 
cost of the services it provides and future considerations. 

Deloitte Access Economics’ preferred basis for determining a council’s 

operating result involves adjusting income recognised in accounting reports 
to net out income received to help fund new capital asset acquisition 
(capital revenue). We also favour a focus on ‘underlying’ performance by 

discounting the reported operating result for one-off or temporary factors. 

The Underlying Operating Result Ratio expresses the Underlying Operating 
Result as a percentage of an entity’s operating revenue (net of capital 

revenue).  

A.2.2. Service levels 

A council’s operating result is a function of both revenue and operating 

expenses. Operating expenses are driven by service levels. Any assessment 
of a council’s financial sustainability is predicated on the range and level of 
services provided.  

It is critical that councils have regard to impacts on financial sustainability 
when determining service levels. Acquisition of a new additional asset, even 
if funded by a grant, will lead to higher subsequent operating costs for a 
council in the form of ongoing maintenance and depreciation. 

Any council looking to improve financial sustainability needs to review its 
range and level of services and not just options to increase revenue. Many 
councils for example have been able to reduce long-run operating costs by 
reviewing the hierarchy classification of their road networks. It is often 
possible to generate long-run savings by maintaining some roads to a lower 
service level and extending periods between renewal treatments. 

Ultimately a council needs to settle on a range and level of services that is 
consistent with the willingness and capacity of ratepayers and service 
recipients to pay for them (net of any likely ongoing grants or other sources 
of operating income). All councils face trade-off choices between higher 
levels of long-run service provision and associated higher long-run levels of 
revenue raising or lower levels of long-run service provision and lower long-
run levels of revenue raising.  

A.2.3. Extent of Use of Debt 

If a council always operates in a financially sustainable manner then it 
should on average generate about enough net cash inflow to accommodate 
asset renewal needs over time. It would not though have the net cashflow 
to accommodate both large scale outlays on new assets as well as asset 
renewals unless it was operating with a considerable underlying operating 
surplus. Likewise, there may be peaks in asset renewal need that generate 
cashflow challenges for councils that are now operating sustainably but 
haven’t always done so previously. 

The asset-intensive nature of local government service provision means 
that many councils, and particularly those that must provide for future 
growth, are likely to need to make extensive use of debt in order to address 
capital expenditure requirements. This is particularly so if they also wish to 
equitably maximise the value of service levels they provide to ratepayers 
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and service recipients and charge them for over different time periods. 
Deloitte Access Economics’ various financial sustainability inquiry reports 

have invariably concluded that many councils were and still are under-
utilising debt relative to their circumstances to the detriment of their 
communities. 

Deloitte Access Economics preferred basis of assessing the extent of use of 
debt is by measuring net financial liabilities (total liabilities less financial 
assets) expressed as a ratio of operating income. Guidance produced by the 
Local Government Association of South Australia suggests that a well-
managed, financially sustainable council with good long-term planning could 
comfortably operate with a net financial liabilities ratio of 100% or more. It 
also emphasises that use of debt needs to have particular and considered 
regard to a local government’s circumstances and outlook. Deloitte Access 

Economics agrees in both instances.  

Under a scenario where a council had net financial liabilities of say 100% 
then annual net interest costs are still likely to be about 5% of its total 
operating expenses based on current borrowing rates. At the same time, it 
needs to be emphasised that borrowings are not income and that more 
borrowings are not likely to help a council that has a significant underlying 
operating deficit it cannot readily address.  

Many councils still borrow for specific purposes whilst maintaining 
substantial cash holdings for other future purposes. There is no need to do 
so. Such practices lead to both higher net interest costs and greater interest 
rate risk exposure. Deloitte Access Economics favours a holistic approach to 
treasury management where cash holdings are utilised to reduce the level 
of outstanding borrowings at any time (even temporarily) and defer the 
need to raise borrowings wherever possible. Councils can maintain 
accounting records (and ‘internal borrowings’ arrangements as preferred) to 

recognise the various past events and future commitments and proposals 
that collectively help determine and explain the rationale for their financial 
assets and borrowings balance whilst still managing funds holistically. 

Furthermore, Deloitte Access Economics sees little need for councils in most 
circumstances to maintain high stocks of ‘working capital’. Councils can 

readily establish borrowing facilities that enable then to access additional 
short-term financing if needed to accommodate patterns of cashflow.  

A.2.4. Asset management 

Deloitte Access Economics has some concerns as to the consistency and 
objectivity with which councils determine asset renewal needs. Many 
councils claim to have substantial asset renewal backlogs. A backlog is a 
function of, amongst other things, preferred service level decisions and 
revenue raising and use of debt strategies. Many councils that claim to have 
significant asset renewal backlogs could have previously addressed these 
needs by spending less on other services, or raising more revenue and if 
need be raising borrowings. The fact that they have not done so, often 
means that they preferred this outcome to the alternatives. Some councils 
for example have maintained satisfactory underlying operating results on an 
ongoing basis yet claim they have limited capacity to address asset renewal 
needs. This is often because they have preferred to also acquire new assets 
and have not been willing to raise additional consequential borrowings.  

Councils often report asset renewal relative to depreciation for the 
corresponding period (sometimes called the asset renewal ratio or asset 
sustainability ratio). Deloitte Access Economics has reservations regarding 
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the meaningfulness of comparing asset renewal outlays with annual 
depreciation. It should not be assumed that asset renewal expenditure of 
the order of about 100% of the level of annual depreciation is necessarily 
desirable in any period (or even over the medium-term). Local government 
infrastructure can have very long lives and asset renewal needs can vary 
significantly between periods. A council that has experienced a lot of growth 
over the past decade, for example, may find that it currently has relatively 
modest asset renewal needs relative to annual depreciation expenses. Also, 
service level needs can change as a result of for example demographic 
change, freight movement pattern changes or community preferences. It 
also should not be assumed that existing assets will always need to be 
replaced at the end of their useful lives. 

If a council maintains (and projects that it can in future maintain) a 
satisfactory underlying operating result then it should have the capacity to 
undertake asset maintenance and renewal (consistent with current service 
levels) on an ongoing basis. This is true even if it needs to borrow to do so. 

Asset management performance should be assessed based on comparing 
actual activity with what a well-prepared asset management plan suggests 
is or was warranted in regard to maintenance and renewal levels. In making 
any such assessment it is essential though that the asset management plan 
has been based on service levels that are affordable over the long-run and 
not just a “wish list” of what councils would like to do if funds were 
available.  

A.3. Concluding comments 

In order for a local government to confidently assess whether it needs to 
consider seeking a real increase in rate revenue or reduction in service 
levels it first needs to: 

1. have been able to reasonably reliably determine its base case likely 
underlying long-run operating revenue and underlying long-run 
operating costs (that take account of strategic priorities and 
preferences) and therefore whether it has a projected underlying 
ongoing operating deficit; 

2. determine affordable preferred service levels and whether its 
community would prefer higher or lower service levels and the 
associated implications for rate levels;  

3. have determined a responsible approach to the use of debt relative to 
its circumstances;  

4. have developed asset management plans that are based on affordable, 
preferred service levels and cost-effective outlays consistent with such 
service levels and appropriate corresponding risk management 
practices; and, 

5. consider the potential to realise efficiency gains which could reduce 
costs without impacting on service levels. 
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Appendix B: Review of 
financial indicators 
used by the City of 
Darwin 
In its 2016 to 2026 long-term financial plan the City of Darwin assesses its 
projected financial performance against a range of financial indicators (refer 
pp. 34 & 35). Those indicators and Deloitte Access Economics assessment 
of them and associated targets are discussed below. 

B.1. % of Rate Debtors Outstanding  

(Target < 5%) 

This indicator is intended to measure Council's effectiveness in recovering 
debts legally owed to it. It is appropriate to monitor ongoing outstanding 
rates. It is usually in the interests of ratepayers for a council to pro-actively 
monitor arrears and work sympathetically with ratepayers to achieve 
recovery. Generally, the more prompt and pro-active a council is in this 
regard the greater the likelihood of recovery and minimisation of ratepayer 
hardship. The ratio can of course vary for reasons beyond a council’s 

control, e.g. as a result of an economic downturn. 

This indicator is not seen as particularly relevant to financial sustainability 
considerations. A council’s rate arrears are effectively a debt against the 

property and can usually be recovered through its forced sale if necessary. 
Councils usually have access to sufficient cashflow (or can likely borrow if 
necessary) such that arrears owing are not likely to present significant 
financial challenges for a council.  

B.2. Debt Servicing Ratio  

(Target < 5%)  

This indicator is designed to show what proportion of revenue is required to 
fund loan repayments. It or similar is commonly applied by councils 
elsewhere. 

The indicator is simple to comprehend but it does have shortcomings in 
providing meaningful assessments of debt levels. The calculated ratio will 
be influenced to a large degree by the preferred duration of any loan and its 
repayment terms. Extending the period over which repayments are made 
would for example result in a lower indicator ratio. All things being equal 
though it would instead make more sense to repay a loan as quickly as 
forecast available cashflow would permit.  

As highlighted in the body of the report (Section 6) and in Appendix A 
(Section 2.3), Deloitte Access Economics prefers to consider the net 
financial liabilities ratio in assessing the extent of a council’s borrowings.  
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B.3. Liquidity  

(Target > 1:1) 

This indicator is designed to measure whether Council has the cashflow 
ability to pay its debts as they fall due (presumably over the next 12 
months) expressed as a factor of one. 

This indicator or similar is commonly applied by businesses in the private 
sector. Local governments have more control over their revenue streams 
than is typically the case of private businesses. Deloitte Access Economics 
favours councils repaying debt wherever possible rather than stockpiling 
cash for future predicted outlays. Where councils can access additional 
borrowings at short notice to accommodate unexpected cashflow needs it 
can make sense to operate with a lower liquidity ratio than ‘1:1’. Given that 
local governments in the Northern Territory need Ministerial approval to 
borrow it is reasonable to monitor this ratio and the City of Darwin’s target 

is appropriate. 

B.4. Rates Ratio  

(Target 60-70%) 

This indicator is designed to measure the Council's ability to cover its own 
day to day expenses through its own tax revenue. 

It is reasonable to monitor this ratio for the reasons stated above (it is a 
controllable source of revenue) and particularly to monitor trends over time. 
There is though no particular right target ratio outcome. Higher and lower 
ratios both have positive and negative characteristics. Councils should raise 
revenue from other sources as appropriate and specifically raise fees and 
charges generally sufficient to offset associated costs for goods and services 
wherever possible and have regard to market prices of substitutes wherever 
possible. Grants should also be pursued subject to consideration of longer-
term implications. Rating levels should then be set to ensure that aggregate 
operating revenue is sufficient to achieve the operating surplus target (see 
below) regardless of whether this means the rates ratio rises or falls.  

B.5. Operating Surplus / (-Deficit)  

(Target: Break Even)  

This indicator (operating revenue less operating expenses) is designed to 
provide information on the result of ordinary operations and its calculation 
does not include capital income. CoD notes that ‘Trend analysis may enable 

the Council to determine if the current level of operations can be sustained 
into the future’ (p.34 of its long-term financial plan). 

The Operating Result is considered by Deloitte Access Economics to be the 
key to assessments of ongoing financial sustainability.  

The CoD suggests (p.35 of its long-term financial plan) that it considers a 
target of a ‘breakeven’ operating result to be ‘relatively conservative as 

some income/contributions for capital purposes inevitably goes towards 
making good depreciation/consumption of existing assets’. 

Deloitte Access Economics appreciates that a proportion of ‘capital revenue’ 

(not included in operating revenue or in above calculated operating surplus) 
may effectively help fund capital works such that a council would not need 
to raise operating revenue to offset otherwise warranted asset renewal 
works. We would normally consider this quantum to be relatively modest.  

As indicated elsewhere (see Section 4 of report and Appendix A (Section 
2.1)) we would normally suggest an underlying operating surplus target of 
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the order of 5% but appreciate that a higher or lower target may be 
appropriate. Given the uncertainties of estimates of future asset 
management needs, the inherent difficulty of reliably estimating 
depreciation expenses and uncertainties associated with future forecast 
growth rates and ongoing grant funding from other levels of government, 
we consider it prudent to aim for a small ongoing underlying surplus. Even 
if the above issues could be reliably predicted then all things being equal if 
a council achieved a long-run breakeven result the effects of inflation are 
such that revenue raised from offsetting depreciation charges is unlikely to 
be adequate over time to fully fund all asset renewal.  

B.6. Operating Surplus Before Depreciation  

(Target > Break Even)  

This indicator is designed to provide information on the result of ordinary 
operations before depreciation. 

It is appreciated that depreciation is a large non-cash expense but the value 
of this indicator is not clear. Deloitte Access Economics encourages councils 
to focus on accrual accounting costs (i.e. inclusive of depreciation) rather 
than just cash costs. Our past local government financial sustainability work 
suggests that a focus on cash costs is a factor in councils setting 
inappropriate revenue-raising and expenditure decisions and subsequently 
having difficulty in accommodating peaks in asset renewal needs. 

B.7. Asset Sustainability Ratio  

(Target > 50%) 

This indicator is designed to indicate the extent to which Council is renewing 
its assets. It measures the ratio of asset renewal outlays relative to 
depreciation (as a percentage). It is widely used in other Australian 
jurisdictions. A target of 100% is often seen as appropriate as it implies 
that a council is renewing assets at the rate of their consumption. It is 
understood that CoD has set a lower target on the basis that its asset stock 
is relatively new. 

Deloitte Access Economics’ view is that it should not be assumed that asset 

renewal expenditure of the order of about 100% of the level of annual 
depreciation should necessarily be aimed for in any period (or even over the 
medium term). Asset renewal needs can be lumpy between periods and 
affordable service level preferences can change. For several years councils 
in South Australia were required to report performance for this indicator but 
it is no longer required as evidence suggested that the results generated 
(even cumulatively over several years) were not necessarily reflective of 
asset management performance. South Australian local governments are 
now instead required to report annual asset renewal expenditure relative to 
that identified in a council’s adopted asset management plans. We support 

this change. 

65

65



 

35 

Limitation of our work 
General use restriction 

This report is prepared solely for the internal use of City of Darwin. This 
report is not intended to and should not be used or relied upon by anyone 
else and we accept no duty of care to any other person or entity. The report 
has been prepared for the purpose of set out in our engagement letter. You 
should not refer to or use our name or the advice for any other purpose 
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Contact us 

 

Deloitte Access Economics 

ACN: 149 633 116 
8 Brindabella Circuit  
Brindabella Business Park  
Canberra Airport ACT 2609  
Tel: +61 2 6263 7000  
Fax: +61 2 6263 7004  
 
Deloitte Access Economics is Australia’s pre-eminent economics advisory practice and a member of Deloitte's global economics 
group. For more information, please visit our website  
 
www.deloitte.com/au/deloitte-access-economics  
 
Deloitte refers to one or more of Deloitte Touche Tohmatsu Limited, a UK private company limited by guarantee, and its network 
of member firms, each of which is a legally separate and independent entity. Please see www.deloitte.com/au/about for a 
detailed description of the legal structure of Deloitte Touche Tohmatsu Limited and its member firms. 
 
The entity named herein is a legally separate and independent entity. In providing this document, the author only acts in the 
named capacity and does not act in any other capacity. Nothing in this document, nor any related attachments or 
communications or services, have any capacity to bind any other entity under the ‘Deloitte’ network of member firms (including 

those operating in Australia). 
 
About Deloitte 

Deloitte provides audit, tax, consulting, and financial advisory services to public and private clients spanning multiple industries. 
With a globally connected network of member firms in more than 150 countries, Deloitte brings world-class capabilities and high-
quality service to clients, delivering the insights they need to address their most complex business challenges. Deloitte's 
approximately 200,000 professionals are committed to becoming the standard of excellence. 
 
About Deloitte Australia 

In Australia, the member firm is the Australian partnership of Deloitte Touche Tohmatsu. As one of Australia’s leading 

professional services firms. Deloitte Touche Tohmatsu and its affiliates provide audit, tax, consulting, and financial advisory 
services through approximately 6000 people across the country. Focused on the creation of value and growth, and known as an 
employer of choice for innovative human resources programs, we are dedicated to helping our clients and our people excel. For 
more information, please visit our web site at www.deloitte.com.au. 
 
Liability limited by a scheme approved under Professional Standards Legislation. 
 
Member of Deloitte Touche Tohmatsu Limited 
 
© 2017 Deloitte Access Economics 
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OPEN SECTION RMAC03/10 

Risk Management & Audit Committee Meeting – Friday, 23 March 2018 
 
 

  

 Friday, 23 March 2018 RMAC03/10 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

10. INFORMATION ITEMS 
 
10.1 Outstanding Audit Issues Register 

 (23/03/18)  Common No. 422690 
 
The Outstanding Audit Issues Register is Attachment A. 
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CITY OF DARWIN RISK MANAGEMENT & AUDIT COMMITTEE REGISTER OF OUTSTANDING AUDIT ISSUES EFFECTIVE DATE: 27 October 2017 

OAI 
NO. 

AUDIT NAME & AUDITOR AUDIT ISSUE & REFERENCE 
RESPONSIBLE 

OFFICER 

AGREED 
COMPLETION 

DATE 
IMPLEMENTATION STATUS 

 
 

145 
 

Asset Management Audit 
 
Deloitte 
March 2015 
 

1. Asset Management System Procedures. 
On implementation of Asset Management System, develop and implement new 
procedures, and update existing draft procedures, where relevant in consultation with 
finance.  

Manager Technical 
Services in consultation 
with Manager Finance 

July 2018 

Updated list and status provided as per issue item number 2. 
Updates and new procedures are occurring as required, specifically 
for issue item #6 
 
Deferred to July 2018 per RMAC 27 May 2016 

3.  Develop, finalise and implement individual asset management plans, taking into 
account relevant recommendations from the 2012 asset sustainability review report, 
and inclusion of position accountabilities within the plans. 

a) Assign roles and responsibilities resulting from the plans and communicate these to 
relevant staff members. 

b) Review asset management plans on a regular basis. 
c) Ensure future plans indicate likely service level and risk trends resulting from long 

term financial plan. 
d) Ensure that strategy plan and management plan performance measures align with 

AMP service levels. 
e) Continue to develop additional AMP scenarios as required to align with the long 

term financial plan and show service outcomes and risk consequences of long term 
financial plan resourcing levels. 

f) Update AMPs with state of the assets service levels for condition, function and 
capacity as per summary dashboards. 

Manager Technical 
Services July 2017 

Drafts progressing, to be completed with 2017 revaluation data and 
modelling. 
 
Accountabilities inclusion added as per RMAC 7 July 2017 
 
Deferred to July 2017 per RMAC 27 May 2016 

6. Corporate Asset Register 
AssetFinda is not integrated to Civica Authority at this stage. 

a) Further considerations are necessary for the future regarding detailed procedures 
and degree of integration between accounting and asset management systems. 

b) Implementation date is notional at this stage as it is entirely dependent on all 
current asset data being entered into AssetFinda. 

Manager Technical 
Services in consultation 
with Manager Finance 

July 2018 

Training undertaken April 2016 to improve knowledge and 
understand practical aspects of implementation. Updated 
implementation plan being prepared. 
 
Deferred to July 2018 per RMAC 27 May 2016 

146  Investments Audit 
KPMG, February 2016 

2.  Conduct a review of the Investment procedures and include in the document future 
review dates and last approval date. Manager Finance August 2017  

147 Financial Statements Audit 

 1. That the long-outstanding balances in the trust account be investigated and 
amounts be refunded to individuals and/or entities where deemed appropriate. Manager Finance 31 March 2017  

 2. That the internal policies and procedures regarding the trust account are reviewed, 
amended where appropriate and followed accordingly. Manager Finance 31 March 2017  

149 IT Security Internal Audit 

 1. Endpoint Protection 
 Council will implement systems and controls that will include: 

a) AppLocker, which will whitelist programs and will block users from installing and 
running non approved applications and programs. 

b) New Standard Operating Environment to be installed on Council’s new workstations 
due in 2017-2018, which will include tighter controls on administrative privileges 
and will stop users running/installing programs/applications using the Windows 
admin role. 

c) Council will investigate systems that will restrict the use of USB ports and drives, 
and improved monitoring of user data movements including data loss. 

Manager IT June 2018  

 - 1 - 
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CITY OF DARWIN RISK MANAGEMENT & AUDIT COMMITTEE REGISTER OF OUTSTANDING AUDIT ISSUES EFFECTIVE DATE: 27 October 2017 

OAI 
NO. 

AUDIT NAME & AUDITOR AUDIT ISSUE & REFERENCE 
RESPONSIBLE 

OFFICER 

AGREED 
COMPLETION 

DATE 
IMPLEMENTATION STATUS 

 

  

1. User Security Awareness and Training  
a) Best security controls and practices start with end user and staff education and 

awareness.  Council will implement improved staff education and awareness 
programs that will address: 

b) Sharing of user access credentials. 
c) Storing of Council data on non-secure storage devices and USB drives. 
d) Correct storage of sensitive information into network drives and record systems. 
e) Council will also update staff on their IT and information security handling 

procedures. 

Manager IT August 2017  

  

2. Security Governance and Oversight. 
a)  Council agrees to implement an overall Information Technology Security 

framework. 
b) The Information Technology Strategic Leadership Committee will also consider 

incorporating changes to its Terms of Reference to including security responsibilities 
and metrics. 

Manager IT July 2018  

  

3. IT Disaster Recovery and Resilience 
a) Council agrees that continuous improvements must be made to IT systems.  Works 

will coincide with next IT server storage upgrades due in the calendar year of 2017. 
b) Secondary server room will need to be investigated (on-prem / off-prem). 
c) Cross training will be improved within the IT team to reduce reliance on key IT staff 

like System Admins. 

Manager IT January 2018  

  

4. Remote Access Management 
a) Current systems and hardware do not support two factor authentication.  New 

hardware will be investigated to support two authentication. 
b) Council will investigate processes that will remote users security including locking 

down systems from IP’s, and monitoring systems. 
c) Council will also discuss with third party providers changes to access to include 

individual accounts for their technicians. 

Manager IT July 2017  

  

5. Vulnerability Management 
a) Council agrees that improvements should be made to patch management. 
b) IT will implement better controls to ensure patching of systems are done on a more 

regular basis.  This may include changes to IT roles and require more resources to 
implement. 

Manager IT September 2017  

  
6. Security Incident Response 
a) Council will work on implementation of an IT Security Incident Response procedure 

which will include incident roles, responsibilities and communication methods. 
Manager IT August 2017  
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OPEN SECTION RMAC03/11 

Risk Management & Audit Committee Meeting – Friday, 23 March 2018 
 
 

  

 Friday, 23 March 2018 RMAC03/11 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

11. GENERAL BUSINESS 
 
 
 
 
12. CLOSURE OF MEETING 
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PREVIOUS MINUTES 
OPEN 

 
Risk Management & Audit 

Committee Meeting 
 

27 October 2017 



Open Executive Summary 
Risk Management & Audit Committee Meeting 

27 October 2017 
 
The Risk Management & Audit Committee (RMAC) meeting was held on Friday 27 October 
2017.  
 
The Committee welcomed its new Elected Members, Alderman Bouhoris and Alderman 
Glover to the Risk Management and Audit Committee. The Chair, Iain Summers gave the 
Elected Members a brief overview of the responsibilities of the committee and the matters 
that the committee is working on currently.  
 
MunLi Chee and Candice Thomson from Merit Partners were in attendance from 10:00am to 
brief the Committee on 2016/2017 Audited Financial Statements. 
 
The draft Financial Statements for the year ended 30 June 2017 were confirmed as suitable 
for consideration by the Chief Executive Officer for certifying the financial statements and, 
once certified, for inclusion in the Annual Report 2016/2017 and presentation to Council. 
 
Subject to consideration of feedback from Risk Management & Audit Committee, the draft 
Finance Overview on the Financial Statements was endorsed as suitable for inclusion in the 
Annual Report 2016/2017. 
 
THAT the final management responses to audit observations be tabled at the March 2018 
Risk Management and Audit Committee meeting. 
 
The committee requested that management consider whether the Waste Management asset 
be separately identified in note 7a. 
 
The Chair of RMAC formally acknowledged and thanked the finance team for their 
professional and timely work in preparing the 2016/17 Financial Statements. 
 
The committee lay the below items on the table to be included in the next Risk Management 
& Audit Committee meeting in 2018:  
C16.2 Outstanding Audit Issue 149 - Remote Access Management  
C16.3 Outstanding Audit Issue 149 - Vulnerability Management and Security  
C16.4 Outstanding Audit Issue 149 - Security Incident Response  
C16.5 Outstanding Audit Issue 149 - User Security Awareness and Training 
 
There were no amendments recommended for the previous RMAC minutes and the minutes 
were confirmed. 
 
The Outstanding Audit Issues Register was provided as an information item to the 
Committee and no changes were made.  
 
 
 
 
 
 
Mr Iain Summers 
Chairman 
City of Darwin Risk Management & Audit Committee 



OPEN SECTION RMAC 10/1 

 
 

  

 Friday, 27 October 2017 RMAC10/1 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

CITY OF DARWIN 
MINUTES OF THE RISK MANAGEMENT & AUDIT COMMITTEE MEETING OF THE 
TWENTY-SECOND COUNCIL HELD IN MEETING ROOM 1, CIVIC CENTRE, HARRY 
CHAN AVENUE ON FRIDAY, 27 OCTOBER 2017 COMMENCING AT 9:00AM. 
 
MEMBERS: Mr Iain Summers (Chair); Mr Craig Spencer; Member J Bouhoris; Member J 

A Glover.  
 
OFFICERS: Chief Executive Officer, Mr B Dowd;  Acting General Manager City 

Performance, Mr R Iap; General Manager City Infrastructure, Luccio 
Cercarelli; Coordinator Risk Audit and Safety, Mr T Simons;  Acting Manager 
Finance, Ms I Frazis; Manager Strategy & Outcomes, Ms V Green; Acting 
Manager IT, Mark Bradbury; Financial Accountant, Nancy Marriott; Executive 
Assistant, Ms J Eves. 

 
GUESTS: MunLi Chee and Candice Thomson from Merit Partners were in attendance 

from 10:00am to brief the Committee on 2016/17 Financial Statements. 
 

* * * INDEX * * * PAGE 

1. MEETING DECLARED OPEN ................................................................................... 3 
 
 
2. APOLOGIES AND LEAVE OF ABSENCE ............................................................... 3 
 
 
3. ELECTRONIC MEETING ATTENDANCE ................................................................. 3 
 
 
4. DECLARATION OF INTEREST OF MEMBERS AND STAFF ................................. 3 
 
 
5. CONFIRMATION OF MINUTES OF PREVIOUS MEETING/S 
 
5.1 Risk Management & Audit Committee 07/07/17 .................................. 4 
5.2 Business Arising......................................................................................................... 4 
 
 
6. DEPUTATIONS AND BRIEFINGS 
 
6.1 Merit Partners............................................................................................................. 4 
 
7. CONFIDENTIAL ITEMS 
 
7.1 Closure to the Public for Confidential Items ............................................................... 5 
7.2 Moving Open Items Into Confidential ......................................................................... 5 
7.3 Moving Confidential Items Into Open ......................................................................... 6 
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 Friday, 27 October 2017 RMAC10/2 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

8. WITHDRAWAL OF ITEMS FOR DISCUSSION ........................................................ 6 
 
 
9.1 OFFICERS REPORTS (ACTION REQUIRED) 
 
9.1.1 Amendment to Terms of Reference – Risk Management & Audit 

Committee .................................................................................................................. 7 
 
 
10. INFORMATION ITEMS AND CORRESPONDENCE RECEIVED 
 
10.1 Outstanding Audit Issues Register ............................................................................. 7 
 
 
11. GENERAL BUSINESS .............................................................................................. 7 
 
 
12. CLOSURE OF MEETING .......................................................................................... 8 
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OPEN SECTION RMAC10/3 

Risk Management & Audit Committee Meeting – Friday, 27 October 2017 
 
 

  

 Friday, 27 October 2017 RMAC10/3 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

1. MEETING DECLARED OPEN 
 
The Chair declared the meeting open at 9:01am. 
 
 
 
2. APOLOGIES AND LEAVE OF ABSENCE 

Common No. 2695036 
 
2.1 Apologies 
 
Nil  
 
 
2.2 Leave of Absence Granted 
 
Nil  
 
 
 
3. ELECTRONIC MEETING ATTENDANCE 

Common No. 2221528 
 
3.1 Electronic Meeting Attendance Granted 
 
Nil  
 
 
 
4. DECLARATION OF INTEREST OF MEMBERS AND STAFF 

Common No.  2752228 
 
4.1 Declaration of Interest by Members 
 
Nil 
 
 
4.2 Declaration of Interest by Staff 
 
Nil  
 
 
  

un
co

nf
irm

ed



OPEN SECTION RMAC10/4 

Risk Management & Audit Committee Meeting – Friday, 27 October 2017 
 
 

  

 Friday, 27 October 2017 RMAC10/4 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

5. CONFIRMATION OF MINUTES OF PREVIOUS MEETING/S 
Common No. 1955119 

 
5.1 Confirmation of the Previous Risk Management & Audit Committee Meeting 

Minutes 
 
(Spencer/Summers) COMMITTEE’S DECISION 
 
THAT the Committee resolve that the minutes of the previous Risk Management & Audit 
Committee Meeting held on Friday, 7 July 2017, tabled by the Chair, be received and 
confirmed as a true and correct record of the proceedings of that meeting. 
 
DECISION NO.22\0159 (27/10/17) Carried 
 
 
5.2 Business Arising 
 
Meeting:  7 July 2017 
Subject: A verbal presentation was provided by Tony Simons on the implementation of the 
Council Integrated Risk and Control Self-Assessment software system. The Committee 
noted the presentation and requested an update presentation and report at the next meeting.  

 
ACTION : COORDINATOR RISK  

 
 
 
6. DEPUTATIONS AND BRIEFINGS 
 
6.1 Audited Financial Statements for the Year Ended 30 June 2017 

Common No. 2251082 
 
MunLi Chee and Candice Thomson from Merit Partners were in attendance from 10:00am to 
brief the Committee on the 2016/2017 Audited Financial Statements. 
 
(Spencer/Bouhoris) COMMITTEE’S DECISION 
 
THAT the presentation from MunLi Chee and Candice Thomson from Merit Partners, in 
relation to the Audit Closing Report as at and for the year ended 30 June 2017, be received 
and noted. 
 
DECISION NO.22\0160 (27/10/17) Carried 
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 Friday, 27 October 2017 RMAC10/5 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

7. CONFIDENTIAL ITEMS 
Common No. 1944604 

 
7.1 Closure to the Public for Confidential Items 
 
(Spencer/Glover) COMMITTEE’S DECISION 
 
THAT pursuant to Section 65(2) of the Local Government Act and Regulation 8 of the Local 
Government (Administration) Regulations the meeting be closed to the public to consider the 
following Items:- 
 

Item Regulation Reason  
 

C16.1 8(e) information provided to the council on 
condition that it be kept confidential 

 
 9.2.1 8(c)(iv) information that would, if publicly disclosed, 

be likely to prejudice the interests of the 
council or some other person 

   
C16.2 8(c)(iii) information that would, if publicly disclosed, 

be likely to prejudice the security of the 
council, its members or staff  

 
C16.3 8(c)(iii) information that would, if publicly disclosed, 

be likely to prejudice the security of the 
council, its members or staff  

 
C16.4 8(c)(iii) information that would, if publicly disclosed, 

be likely to prejudice the security of the 
council, its members or staff  

  
C16.5 8(c)(iii) information that would, if publicly disclosed, 

be likely to prejudice the security of the 
council, its members or staff  

 
DECISION NO.22\0161 (27/10/17) Carried 
 
 
7.2 Moving Open Items Into Confidential 
 
Nil  
  
 
7.3 Moving Confidential Items Into Open 
 
Nil 
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Risk Management & Audit Committee Meeting – Friday, 27 October 2017 
 
 

  

 Friday, 27 October 2017 RMAC10/6 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

8. WITHDRAWAL OF ITEMS FOR DISCUSSION 
 
(Spencer/Glover) COMMITTEE’S DECISION 
 
THAT the Committee resolve under delegated authority that all Information Items and 
Officers Reports to the Risk Management & Audit Committee Meeting held on Friday, 27 
October 2017 be received and considered individually. 
 
DECISION NO.22\0162 (27/10/17) Carried 
 
 
 
Procedural Motion – Adjournment of the meeting at 9:55am in Accordance with By-
Law 163(d)  
 
(Spencer/Glover) 
 
A. THAT in accordance with By-Law 163(d), the meeting be adjourned to enable the 

Committee to move to the Confidential Section of the meeting to discuss Items C16.1 
and 9.2.1. 
 

B. THAT at the conclusion of the Confidential Section of the meeting, the Open Section 
of the meeting be resumed. 

 
 

Carried 
 
 
The open section of the committee meeting resumed at 12:22pm. 
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Risk Management & Audit Committee Meeting – Friday, 27 October 2017 
 
 

  

 Friday, 27 October 2017 RMAC10/7 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

9.1 OFFICERS REPORTS  
 
9.1.1 Amendment To Terms Of Reference - Risk Management & Audit Committee 

Report No. 17CP0038 TS:je (27/10/17) Common No. 3527705  
 
(Glover/Spencer) COMMITTEE’S DECISION 
 
THAT the Committee resolve under delegated authority:- 
 
A. THAT Report Number 17CP0038 TS:je entitled Amendment to Terms of Reference - 

Risk Management & Audit Committee, be received and noted. 
 

B. THAT, based on the committee’s feedback, the amended Terms of Reference be 
brought back to the next Risk Management & Audit Committee.  

 
DECISION NO.22\0163 (27/10/17) Carried 
 

ACTION: COORDINATOR RISK  
NOTE: EA CITY PERFORMANCE   

 
 
 

10. INFORMATION ITEMS 
 
10.1 Outstanding Audit Issues Register 

(27/10/17) Common No. 422690 
 
(Glover/Spencer) COMMITTEE’S DECISION 
 
THAT the Outstanding Audit Issues Register be received and noted. 
 
DECISION NO.22\0164 (27/10/17) Carried 
 
 
 
 
 
11. GENERAL BUSINESS 
 
Nil 
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 Friday, 27 October 2017 RMAC10/8 

Reports, recommendations and supporting documentation can be accessed via the City of Darwin Council Website 
at www.darwin.nt.gov.au, at Council Public Libraries or contact the Committee Administrator on (08) 8930 0670. 

12. CLOSURE OF MEETING 
Common No. 2695131 

 
(Spencer/Glover) 
 
THAT pursuant to Section 65 (2) of the Local Government Act and Regulation 8 of the Local 
Government (Administration) Regulations the meeting be closed to the public to consider the 
Confidential Items of the Agenda. 
 
DECISION NO.22\0165 (27/10/17) Carried 
 
 
 
The meeting moved to the Confidential Section at 12:39pm. 
 
 
 
 

MR IAIN SUMMERS (CHAIR) – 
RISK MANAGEMENT & AUDIT 
COMMITTEE MEETING – 
FRIDAY, 27 OCTOBER 2017 
 

 
 
 
 
 
 
 
 
 
 
 
Confirmed On: Friday, 23 March 2018 
 
 
 
 
 
 
Chair:   
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