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LOCAL GOVERNMENT AMENDMENT (AUDITING) BILL 2017 
Second Reading 

Resumed from an earlier stage of the sitting. 

MR A. KRSTICEVIC (Carine) [3.03 pm]: It is great to get back on to the Local Government Amendment 
(Auditing) Bill 2017. That is probably an hour of my life that I will not get back! I did say to the Minister for Local 
Government that we will go into consideration in detail on this bill. We will not move any amendments. However, 
if the minister was keen to move an amendment to allow the Auditor General to do a performance audit on question 
time, I would be happy to support that just to see how that went and whether it would improve the quality of that 
experience. 
I have referred to the 2006 report of the Public Accounts Committee titled “Local Government Accountability in 
Western Australia”. I want to touch on two recommendations that were made by the committee. Recommendation 
2 states in part — 

The Public Accounts Committee strongly recommends that the Auditor General conduct the audit of the 
local government sector in Western Australia. 

That is what we are talking about in this debate. 

Recommendation 1 states —  

The Department of Local Government and Regional Development should, in conjunction with key 
stakeholder groups, conduct a review of the Compliance Audit Return to address concerns about its 
complexity and relevance. 

It is not part of the Auditor General’s ambit to audit the compliance audit return. That is a mistake. The compliance 
audit return previously contained about 300 questions that had to be answered. Under the then director general of 
the Department of Local Government and Regional Development, Jennifer Mathews, the number of questions was 
reduced to about 78. That issue was also identified in the 2015 report of the Public Accounts Committee titled 
“Improving Local Government Accountability”. That report refers to not just financial audits and performance 
audits but also compliance audit returns. 

Mr J.N. Carey: It’s just a tick and flick. That’s all it is. 

Mr A. KRSTICEVIC: The member is right. It is just a tick-and-flick process. However, it is a very serious 
tick-and-flick process. My understanding is that when that document is submitted to the Department of Local 
Government, it pretty much just files it in a box and puts it away. 

Mr J.N. Carey: There is no enforcement. 

Mr A. KRSTICEVIC: That is right. There is no enforcement. The department does not look at it, and nothing 
happens. I will not go through the compliance audit process or the report in detail, but it deals with some significant 
issues. It is all about compliance. One of the serious issues in local government is compliance. Therefore, it is 
amazing that the compliance audit process is dealt with so flippantly. The Minister for Local Government needs 
to look at that. If the compliance audit process is not going to be picked up by the Auditor General, the department 
needs to look at this issue more seriously and engage with the various local governments to ensure they are pulled 
up when issues are identified and highlighted in those reports. If we were to look at those reports, I am sure we 
would find a lot of inconsistencies between those reports, and a lot of areas of concern. We might even find things 
that have been flagged in those reports that no-one has chased up. The member for Perth said that it is just 
a tick-and-flick exercise. I do not know how we can treat a compliance audit as a tick-and-flick exercise and 
no-one can do anything about that. 
The 2015 report states in points 3.9 and 3.10 that the department has advised that since the 2006 Public Accounts 
Committee report, it has continued to streamline the process. That is great. It has also taken on board stakeholder 
engagement in an effort to find a balance between accountability to the community and not overburdening the 
sector with compliance. As I have said, under the then director general of the department, Jennifer Mathews, the 
number of questions has been reduced to 78. The process has been looked at stringently, it has been streamlined, 
and it has been narrowed down to what is critical to compliance in the local government sector. The report states 
in point 3.11 — 

The CAR remains a self-assessment tool and the responses still do not appear to be subject to independent 
figures. The compliance return is generally not included in the annual audit of a local government unless 
a local government negotiates with the auditor to include it within the audit’s scope. The Department was 
not aware of any instances where this had occurred and confirmed that it would not be standard procedure 
for an audit to consider a CAR. 
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The Department of Local Government has said it would not be standard procedure for a compliance audit report 
to be included in a financial or performance audit. That is wrong. We need to make sure that compliance audit 
reports are included. I am not sure whether the then Minister for Local Government reviewed this issue when he 
reintroduced this bill in 2016. The response of the former government was that it did not support the auditing of 
compliance audit reports. The government response states in part — 

Although there is merit in the Office of the Auditor General … having a role in reviewing local 
government Compliance Audit Returns on a periodical, targeted basis, it is not considered feasible or of 
significant value for the OAG to audit all such returns on an annual basis. 

That implies that they can be audited ad hoc. Who will determine whether they will be audited on an ad hoc basis? 
The bill does not clarify the requirements for compliance with the audit reports. I implore the Minister for Local 
Government to make sure that they are included in that process, because they are important—otherwise, why do 
them? If nobody treats them seriously—if it is, as our expert over there, the member for Perth, tells us, 
a tick-and-flick exercise—I am not sure why the government would support a tick-and-flick exercise. I am 
interested to hear why the minister would still support a tick-and-flick exercise, unless of course he has changed 
the procedures and it is no longer a tick-and flick exercise. 

Mr J.N. Carey: It is part of the review of the Local Government Act. 

Mr A. KRSTICEVIC: The Public Accounts Committee report of 2015 mentioned that that should be given to the 
Auditor General to cover as part of the financial and/or performance audits. I think there is merit in that. I cannot 
see a huge additional cost for an auditor to access a document that has 78 questions on it, to flick through it quickly 
and to confirm that, yes, they seem to have met all the targets and objectives, and, as part of a financial performance 
audit, something needs to be followed up or not. That would not take a long time. It would not cost a lot of money. 
It would add value. I ask the minister to please see what he can do in that area because it is very important. History 
has proven that compliance is one of the most serious issues facing not only local government but also federal and 
state governments in meeting their obligations, and the checks and balances are in place to make sure that we are 
doing the right thing. 

In conclusion, I commend the minister for quickly reintroducing the bill from the last Parliament and for not 
making any wholesale changes to it. I can only assume that he is very supportive of the work that the previous 
government did in this area. It is fantastic that he has done that. 

Mr D.A. Templeman: I was very compliant! 

Mr A. KRSTICEVIC: Yes, the minister did a great job. It would be fantastic if the minister, somewhere in his 
reply to the second reading debate or in the third reading debate, acknowledged the wonderful work done by the 
previous government in this area. I look forward to teasing out some of the details of the bill in consideration in 
detail to get more clarity for the sector and the community on how some of these things will turn out in practice. 
I look forward to the first audits being completed by the Auditor General and standards within the sector rising 
considerably. I also look forward to any future reform we can hopefully undertake in the local government sector 
in years to come. 

MR J.N. CAREY (Perth — Parliamentary Secretary) [3.13 pm]: It is my pleasure to also speak to the 
Local Government Amendment (Auditing) Bill 2017. Firstly, I acknowledge the work of the Minister for 
Local Government, who is off to an incredible flying start with this well-needed legislation and his commitment 
to review the Local Government Act. 

I am here today because I want to try to bust some of the myths espoused about local government and 
accountability, but I first want to say why this bill is so important and why this first measure is so important. At 
the core of democratic local government is that information should be made readily and easily accessible to 
ratepayers so that they can understand, and, more importantly, are able to question and challenge the decisions 
made by local government. There still is a desperate need for transparency reforms in local government for 
numerous reasons. There is a lack of consistency and completeness of recording standards across local 
government; there is basic difficulty for ratepayers to obtain information; there is a lack of understanding by 
elected local government members about their current obligations under the act; and there is, unfortunately, 
a culture within some local governments, within some CEOs and councillors, who have no interest at all in making 
information readily available to their ratepayers. It is interesting that other countries and states are far ahead of 
Western Australia in the area of local government transparency reform. The United Kingdom introduced the Local 
Government Transparency Code 2015, which states — 

This Code is issued to meet the Government’s desire to place more power into citizens’ hands to increase 
democratic accountability and make it easier for local people to contribute to the local decision making 
process and help shape public services. Transparency is the foundation of local accountability and the 
key that gives people the tools and information they need to enable them to play a bigger role in society. 



Extract from Hansard 
[ASSEMBLY — Wednesday, 28 June 2017] 

 p1957a-1965a 
Mr Tony Krsticevic; Mr John Carey; Mr David Michael 

 [3] 

I have to say that I wish the local government sector was willing to embrace such reforms, but I know 
from personal experience that the reality is varied and difficult. When as the Mayor of Vincent I went to 
a Western Australian Local Government Association conference asking not for a commitment to exact reforms 
but for consideration of a package of reforms that WALGA could take to all political parties for consideration 
before the next election, it is well reported that that was defeated at WALGA by 172 votes to 46. I was astonished 
that the leadership within the local government sector would not even consider developing reforms that could go 
out for consultation. I get tired of those in the local government sector arguing against reform for many reasons. 
Firstly, they argue that the current provisions are adequate. That is absolutely false. There are a huge number of 
problems. In particular, significant changes are needed in CEO contracts and financial reporting procedures. They 
also say that some information is available. The act has not kept up with technology. For example, it is an 
intimidating experience for ratepayers to walk into a CEO’s office, who may or may not advise them correctly 
about the information they may obtain. The last point of resistance is the argument that there is no significant 
corruption in the sector, so we do not need more transparency reform. I find that an extraordinary argument. As an 
organisation, one should always seek to do better. One should have a culture that is prepared to be open to new 
ideas and prepared to look at new transparency reforms. As the member for Carine put well, we should have 
nothing to fear about transparency. Some constituents may not like all the decisions a council makes, but, 
ultimately, they have a right to that information. 
I also want to the bust the fallacy within the local government sector that it has the highest levels of scrutiny when 
compared with other tiers of government. That is absolutely false. I put it this way: state and federal Parliaments 
and governments have well-resourced oppositions——they may disagree with this. We have question time, 
estimates committees, the Financial Management Act and the Auditor General Act. Local governments do not 
have that level of scrutiny. If it is lucky, a local journalist and two residents might turn up to a meeting and ask 
pesky questions, but, overall, there is not the same scrutiny of local government decision-making—and, frankly, 
I am tired of the sector peddling that false claim. 
We also know that WA is behind other states in this area. Significant reforms in transparency and financial 
accountability were introduced in South Australia in 2005, and in Victoria in 2014 and 2015. What I love about 
the Victorian system is that local governments are subject to the auditor, and have to publicly report on a range of 
performance indicators—from asset renewal through to delivery of services. I think that is ultimately the way that 
we should be going. 
In terms of greater oversight and consistency in financial reporting, we know already, and we have heard from the 
member for Carine, that two reviews were previously done on giving oversight to the Auditor General. This is 
very welcomed by the sector. This quote from the first report, on the difference between state and local 
government, best captures the problem with the current system — 

The key difference lies in the fact that minimum requirements for local government audits focuses largely 
on straight financial checks, whereas state government agency audits involve efficiency, effectiveness 
and probity measures, the results of which are tabled in parliament. 

The member for Churchlands headed up a very noble review in 2015, which made an incredible number of 
findings. For any members who are interested, I wrote a transparency report in my spare time as the Mayor of 
Vincent, and part of that was taking those findings seriously. The findings include — 

• A notable inconsistency in the level of detail and general quality of financial audit reports prepared 
for local governments … 

• A Compliance Audit Return process that is ultimately undermined by the fact that responses from 
individual local governments are not subject to verification or independent scrutiny. 

• A lack of rigour and a seemingly inconsistent approach by the Department in its monitoring … 
• A lack of transparency across the sector around the findings of financial audits. 
• A lack of transparency on the non-compliance among local governments… 

More extraordinarily, this review found that 59 local governments over three years did not provide their annual 
audited financial reports within the prescribed time frame. In 2013–14, 45 local government audit management 
reports included comments around issues of noncompliance with the Local Government Act. At the time of that 
review, four local governments had still not submitted independent financial audit reports for the 2013–14 period. 
I find that extraordinary, and this is a sector that claims—I will repeat—that it has best practice in financial 
accountability. It simply does not. 
The way the Victorian system works under the Auditor-General is far more effective. The best example is that 
every year a public report is tabled in the Parliament about the state of play and the financial reporting of councils. 
I note that the 2013–14 audit report found that 61 per cent of the previous year’s audit findings related to high and 
medium-risk internal control deficiencies were yet to be rectified. The report found that these control deficiencies 
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remaining unremedied was a poor reflection of both the management and governance of these councils. That is 
not a great result from Victoria, but the difference is that at least it was assessed and put on the public record, so 
that ratepayers could make decisions about the financial performance of their councils. 

I am very pleased to see both sides of politics coming together to support this legislation. We also know that the 
minister—it will be a ballsy challenge—is going to do a review of the Local Government Act. I will raise other 
issues now that I believe are interwoven with financial accountability and local government. The first is chief 
executive officers—a critical issue that has not been addressed. Some local governments in Western Australia 
I can only say act like feudal fiefdoms; that is, mayors will come and go, but the CEO remains. I say to people in 
the private sector that it is pretty extraordinary to see a CEO stay in office for 15 to 20 years, but unfortunately 
this is often the case in local government. As a result, the organisation ultimately builds itself as a culture around 
the CEO. Innovation is not a performance indicator; nor are doing things differently and being open and 
transparent. The biggest rewards come from showing loyalty to the CEO. That is what the culture is. I came to this 
view because I went through a similar experience with a CEO whose contract came up for renewal after 20 years. 
I made the decision not to renew it on the basis of innovation for our council. I must admit that it almost caused 
a rupture in the staff and the organisation because, in my council at the City of Vincent, the CEO and every director 
had been there for 15 to 20 years. I would argue that that is not healthy local government. When we made that 
decision, we got a lot of media and I copped a lot of criticism. Interestingly, I started to get calls from other local 
government councillors and mayors asking how I did this. How was this possible? What were the processes? 

Mr P.J. Rundle: I think I called you. 

Mr J.N. CAREY: Yes, I think you did. 

Some of the stories were more extraordinary. This needs change. If we are going to do financial auditing, this has 
to be in tow, I hope, as part of the review of the Local Government Act. There were extraordinary situations with 
CEO appointments, when councillors were approving CEO contracts without reading them. No-one would buy 
a house without reading a contract, yet councillors in regional and metropolitan councils were appointing CEOs 
for five years—the only appointment that they can make as a council—and they had not read the contracts. They 
did not even know the disclosure requirements for payouts. I know that because that happened at the City of 
Vincent, and I found it extraordinary. Worse still, CEO contracts were being renewed just before council elections. 
A CEO might have two or three years to go in their contract, but suddenly the contract is renewed a month out 
from council elections. That is unacceptable, and we need a couple of measures in the act to make it meaningful 
and to provide greater financial accountability. We need to see the act tightened so that there are very clear 
processes for the appointment of CEOs, down to the act prescribing that the council must meet, consider the brief 
and the old contract, and before appointing a CEO it must see that contract again. The obligations become very 
clear. 

I am also more radical in that I believe that we should go to the open market on CEO contracts. It is my view that 
there should a provision within the act that after two terms of a CEO the position must be readvertised. The 
incumbent CEO would be welcome to apply for the position, but this provision would allow the council an 
opportunity to test the market to see what other CEOs are available. This is one of the areas that are holding back 
local government and innovation. I know that I am being Mr Radical, and I am sure that the minister is already 
throwing darts at me, and every CEO will be throwing machetes at me. I do not think I will be going to the 
Western Australian Local Government Association conference this year. I think I might be pelted. They turned 
their backs on me when I put up that motion for reform. 

We also need greater transparency across the board in the senior executive service. This is about online reporting. 
At the City of Vincent I brought in a massive raft of reforms aimed at getting as much information as I could 
online, so that it was easily accessible and ratepayers could make a judgement. One such measure was that the 
positions, salaries and details of any allowances of all senior executive service members should be online. We 
know that, at the state government level, the Parliament and often the opposition will ask those questions. In line 
with the information on the chief executives’ salaries and allowances, that information should be readily accessible. 
The information should include the position of the employee, salary or scale, start date and end of contract and the 
primary function of each officer—just basic information. 

[Member’s time extended.] 

Mr J.N. CAREY: A raft of other online reporting is needed to assist financial reporting and the audit process. 
I believe that every local government in Western Australia should have a governance and accountability portal, 
which includes a list and range of expenditure by local government. That should include travel. At the moment 
there is only a requirement to declare contributions to travel. We should have an online travel register that includes 
all expenditure. We should also have an online register on the public record for all council allowances that includes 
phones, IT, clothing and so forth and all details of expense reimbursements made to councillors. We should also—
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this is an important one—have public reporting of all disclosures of conflicts of interest. When a councillor at each 
council meeting discloses a conflict of interest, an impartiality interest or a financial interest, that should also be 
put on an online and standing record. Again, it is about informing the community and ensuring that it has a right 
to know. 

Leasing arrangements, such as who gets what sportsground, are highly controversial in local government. They 
should also be on the record, including the name of the lessee, the name of the venue, the start and end date and 
so forth. We should also be looking at how to encourage more accountability in council meetings. I find it 
extraordinary that there is such a variance in local government around asking questions at public question time. 
For example, at the City of Perth I received many complaints from residents and small businesses about the lack 
of democracy in access. They simply cannot go to a public question time and ask a question. Things have to be 
written down and they have to give advance notice. I find that extraordinary. Local government is the local tier. It 
is the closest tier to state government. The fact that local governments prohibit or minimise the opportunity for 
ratepayers to ask basic questions is extraordinary. 
I commend the previous minister. As an anecdote, I was backing the former minister on local government reform 
so much that a listener on talkback radio said that — 
Ms A. Sanderson: The kiss of death. 
Mr J.N. CAREY: No; they said that I was a Liberal candidate and that was why I was bashing local government. 
I honestly think that former Minister Simpson tried his best but was held back. I am getting some evil daggers 
from the other side of the chamber. One of the things about which I agreed with the former minister was mandatory 
training for all councillors. We have to be very clear that councils are not governments. They operate like a board 
and the mayor is the chair of the board. I do not support, perhaps like some others, greater politicisation by having 
endorsed political candidates running for councils because it would limit those people who wished to nominate as 
they would have to go to a political party to seek endorsement. I was always open in admitting that I was a member 
of the Labor Party, but I ran as myself and so did everyone else on the Vincent council. It is clear that we need 
mandatory training for councillors. Again, the local government sector says that it cannot be done. But it is already 
being done because the South Australian government amended its Local Government Act to require all members 
of local councils to undergo mandatory training, as well as strengthening the oath of office. I find it bizarre that 
the local government sector opposes this. What is the reason to argue against it? The South Australian model really 
works. It refers to the roles and functions of local government, legal obligations and responsibilities under the 
South Australian Local Government Act, council meetings and financial management and reporting. If we had 
mandatory training in local government, we could avoid some of the disasters that have affected local government. 
I look at the York situation and what has happened there over a period and the dysfunction in the community. 
I wonder whether it could have been avoided if we had mandatory training for local government. I hope that the 
sector changes its mind on this because, again, I believe it is a critical reform. If we just bring in the financial 
auditor, with the Auditor General having oversight, and not make all these other sweeping reforms for local 
government, I am afraid that it will not be totally effective. If we do not provide mandatory training to councillors 
so they are aware of their obligations, and if we do not perform the appointment of CEOs and ensure the 
accountability and transparency around that, I suspect that we will not get the full effect that is required. 
Another area that we need to finally resolve is the broader review of the Local Government Act. I am not getting 
into voting; I know that is contentious. Some of my colleagues may disagree with me, but I believe that we need 
greater transparency in the selection of mayors. I find it unacceptable that we still have mayors who are not directly 
elected by the people. The reason for this is very simple. It is fundamentally undemocratic. It is about allowing 
a group of councillors to trade and wheel and deal to secure the position of mayor. We then develop a culture in 
a council in which it becomes more factionalised. Ultimately, councillors are more interested in servicing the needs 
of their colleagues and trying to get their support rather than servicing the needs of their ratepayers. Again—I find 
this hilarious—we get these people who argue against it. For some reason, they think we will not get a working 
council and we may have a mayor who is separate from the rest of the council. I have not seen that personally. 
I would rather a far more transparent and open process that ultimately says that we have trust and confidence in 
our ratepayers to make the decision to elect our own mayor. That is the fundamental debate. I note those councils 
that oppose it. Why? It is because they love it. Some of them are probably lined up ready to be the next mayor. In 
fact, I know of cases in which we have four-year deals among councillors. There is no transparency and 
a factionalised culture. It is not good for local government. I genuinely believe that with the review of the Local 
Government Act, we must smash that lack of transparency and bring in the direct election of mayors. That is 
a critical democratic reform. 
The other area I want to talk about in general is codes of conduct in local government. Of course, I cannot go on 
without mentioning the City of Perth, unfortunately. 
Mr Z.R.F. Kirkup: Oh! 
Mr J.N. CAREY: I know that the member is disappointed. They are his mates. 
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Mr Z.R.F. Kirkup: That’s right. 
Mr J.N. CAREY: They are the member’s mates. I am happy to go through his mates on council: Lily Chen, failed 
Liberal candidate; Janet Davidson, failed Liberal candidate; Judy McEvoy, former staffer to Julie Bishop; Jim 
Adamos, fundraiser for Eleni Evangel; and Keith Yong, aspiring Liberal candidate. The majority of the council is 
run by Liberals who oppose abolishing alfresco fees, who kept the media gag and who oppose media transparency. 
That is the member’s legacy at the City of Perth. That is his culture at the City of Perth that denies ratepayers basic 
information. The Liberal Party should be ashamed. It is no wonder that the former Premier of Western Australia 
said nothing about someone with 45 cases of serious misconduct. Why? That is because it was a protection racket. 
The Liberals were protecting their own. That is what it was about. The member for Dawesville is shaking his head. 
If a Labor or Liberal minister was found to have engaged in 45 cases of serious misconduct, would they still be 
a minister?  
Mr Z.R.F. Kirkup: No. 
Mr J.N. CAREY: So why did the member’s former Premier say it was acceptable? Why was that acceptable? 
I find it extraordinary. There is one rule for the inner cabal and a different rule for everyone else, and we wonder 
why ratepayers in the City of Perth felt so disenfranchised. There appeared to be one rule for the City of Perth and 
a completely different rule for everyone else. I have to say that this was a constant issue when I went doorknocking 
in the electorate. On the City of Perth side, this was raised as the number one issue. When we lose accountability 
and transparency in local government, ratepayers totally lose confidence in all local government decision-making. 
I genuinely want the City of Perth to do well, but I want it to open itself up to new ideas and have an open culture 
that embraces other ideas and says, “We’re not the smartest people in the room; we want to embrace what the 
small business sector is saying about alfresco fees. We want an open media policy. We want to consider changes 
to parking.” However, if it does not come from that group, it will not be considered, and I find that poor local 
government, on both sides—whether it is a Labor council or a Liberal council. When we start getting that 
factionalised culture in which any idea that does not come from the centre majority or the main group, it kills local 
government and people feel disenfranchised. I am sure it has happened in both Labor-aligned councils and 
Liberal-aligned councils, and that is what transparency reform is about. It is about trying to shift the culture of 
councils and organisations. 
In conclusion, I genuinely hope that we see, on both sides of Parliament, a willingness to embrace the first phase 
of reform we are seeing here today. I also hope that, with a full review of the Local Government Act, members 
opposite will not be pressured by local government interest groups or councils to stop reform. I hope that people 
will be genuinely open to seeing greater transparency and greater accountability, and that they will be prepared to 
embrace ideas such as the direct election of mayors, chief executive officer contracts and all the measures required 
for online reporting, and will not go the opposite way and maintain the status quo. 
MR D.R. MICHAEL (Balcatta) [3.42 pm]: It is a pleasure to rise this afternoon in support of the 
Local Government Amendment (Auditing) Bill 2017. I will talk a bit later about some of my experiences in local 
government, in support of some of the things said by both the member for Carine and the member for Perth. Just 
to reiterate, this bill provides for the auditing of local government by the Attorney General and the contracting out 
of some or all of the financial audits that are currently required under the act, but under the supervision of the 
Office of the Auditor General. I note that many local governments would already have contracts in place for 
financial audits; at the City of Stirling it has been done by Grant Thornton Australia for the last couple of years. 
There will be a staged transition for those auditors, many of whom, especially in the metropolitan area, will 
probably be contracted by the Auditor General. I know that local governments in the regions will be very keen to 
support auditors. As part of this bill, the Auditor General will hopefully be able to train auditors in the regions to 
allow that to happen. Importantly, the bill has a new category of audits known as performance audits, which will 
examine the economy, efficiency and effectiveness of any aspect of a local government’s operations. I will talk 
a bit more in a moment about why I think that is important. The bill also places an obligation on local governments 
to publish their annual reports on their official websites. Many local governments do this already, and have done 
for many years, but obviously in this day and age it is something that needs to occur if it is not already happening. 
How did this legislation come about? It came to the last Parliament and has now come to this Parliament. The 
member for Carine spoke about the Corruption and Crime Commission’s “Report on Misconduct Risk in 
Local Government Procurement” of 2015. I will quote a bit of that report. The recommendations in chapter 5.1 state, 
in part — 

Independent and external oversight of authorities is an effective means for identifying and preventing 
misconduct. 

The report recommends that local governments come under the jurisdiction of the Auditor General in respect of 
those audits. The recommendations continue — 

Doing so would align the local government sector with the State Government sector. 
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As the member for Carine said, the Auditor General frequently tables reports in this house that look into various 
performance and financial matters with regard to government departments. The CCC was effectively saying that 
there is no reason why local governments should have lower standards of accountability than state government 
authorities. 
In the past, during the local government reform debate, there were some in the community who said that local 
government is effectively a state government department. Although local government is very different in some 
ways, at the end of the day it exists because of an act of this Parliament. That is one reason why, as the CCC 
recommended, local governments need to have the same levels of accountability as state government authorities. 
The CCC also referred to two Public Accounts Committee inquiries—one in 2006 and another in 2015. The 2006 
inquiry was carried out under the then Carpenter government and the report of the inquiry, “Local Government 
Accountability in Western Australia”, recommended expanding the scope of the Auditor General’s powers to include 
the audit of local governments, with a view to holding councils to a similar level of accountability as public sector 
agencies. That also was the CCC’s recommendation. 

Unfortunately, that report has not exactly been acted upon in those terms in the subsequent years. In 2015 the 
Public Accounts Committee again reported and found several shortcomings in the current local government 
accountability framework, one of them being notable inconsistencies in the levels of detail and general quality of 
financial audit reports prepared for local governments. This is not something that many members of this place, 
especially metropolitan ones, would see very often. I know that the big councils, the City of Stirling being one of 
them, have become used to seeing the likes of Grant Thornton and other big-end-of-town accounting agencies or 
auditors doing those audit reports. I am sure not many members go through annual reports of local governments 
on a regular basis to see if there are inconsistencies, so that was an interesting finding and one that I would not 
have expected.  

The committee also found that a compliance audit return process is ultimately undermined by the fact that 
responses from individual local governments are not subject to verification or independent scrutiny. Again, there 
are self-compliance checklists; I have seen them many times. Obviously a change was made a few years ago to 
make the councils responsible for a large portion of those compliance returns, as part of some red tape reduction. 
It still required the council to do the work; it just meant that quite a few compliance areas were no longer sent to 
the department, or not as often. I am sure most local governments would do that correctly and that there would be 
no issues, but there was no checking mechanism with regard to mistakes or any other issues that might arise. It 
also means that if those self-assessments are not being made public, the department is not in a position to see any 
patterns across local government. It may be that local governments are falling down on very small compliance 
issues across the board—because the act is out of date, or because they are just not as aware of their obligations as 
they should be—for which the department could issue compliance notes. 

The committee also found a lack of rigour and a seemingly inconsistent approach by the department in its 
monitoring and follow-up of local governments with regard to compliance and statutory requirements. I have to 
say that that is concerning, if things are being brought to the attention of the department. There was also a lack of 
transparency across the sector around the findings of financial audits and a lack of transparency and compliance 
amongst local governments with regard to key statutory requirements of the Local Government Act. Again, some 
of these things are very concerning, and hopefully the department was able, at the time, to counsel the local 
governments the committee referred to. That is where greater transparency and oversight by the Auditor General 
might deal with those things. Problems will occur. Local governments sometimes will not be compliant. That is 
what will happen. Hopefully, these things can be nipped in the bud as quickly as possible so that they are rectified 
and do not happen again.  
Recommendations were made. The committee called for the Department of Local Government and Communities 
to provide public sector–wide reports on the outcomes of the compliance audit returns; the final results of all 
probity audits; the financial and asset management ratios to be presented in a manner that offers the potential for 
consistent and comparative analysis; and comparative financial data. That is where we have got to in terms of the 
Corruption and Crime Commission report and the two reports of the Public Accounts Committee.  

From a City of Stirling context, which is what I know about, I was elected back in 2005. Members who were here 
for my inaugural speech would have heard that. When I was elected at the age of 25—the youngest ever councillor 
at the City of Stirling—it was not the done thing. The City of Stirling is not a council with too many members 
from the Labor Party. I was elected along with Jann McFarlane, a former federal member for Stirling. She was 
there for two years. Except for Jann, as far as I know I have always been the only member of the Labor Party out 
of 14 on the City of Stirling council. There were members and ex-members, and candidates, from the Liberal Party. 
At the age of 25, I was really excited when I was elected. One of the first things that happened was I had dumped 
on my council table a lever arch file. I was elected in a May election, back when elections were held in May. 
Dumped on my desk was the City of Stirling budget for 2005–06, which was basically how to spend about 
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$150 million at that stage. Here was I, with an economics degree—I had some idea about how finances worked, 
but obviously I had not studied local government finances in depth before—in May being told that in a month and 
a half’s time council will need to pass this so we can send the rates out. For a new, very young and inexperienced 
councillor, that was a daunting thing to happen. I remember at the time thinking that so much can be achieved in 
local government. Very early on I found that even changing the budget, which was an officer draft, was very 
difficult.  
The member for Carine said that councillors need more power. Councillors have a lot of power through the budget 
process. It is just difficult to do, especially with an administration that is united and who, in their professional 
opinion, are all doing the right thing. It is difficult when others disagree with the direction the council may wish 
to go in. The reform of the Local Government Act is a good opportunity maybe not necessarily to give councillors 
more power, but to work out a better way for councillors to have input into some of these major decisions and to 
reflect the needs, wants and expectations of their communities. All councillors come from their local community 
and mostly live within their wards or councils. Sometimes there is a bit of friction on financial matters.  
The member for Perth talked about mandatory training. I will not go down that path today. Ensuring that training 
is accessible across the state, either online or in person, is so important, especially on financial matters. The 
Western Australian Local Government Association does a very good job. The Department of Local Government 
and Communities probably needs to partner a little bit more with WALGA and promote some more with new 
councillors across the state. The City of Stirling’s budget is now way over $250 million. It is a big budget. By 
population, Stirling is the eleventh biggest council in Australia. For any person coming onto that council, no matter 
what their background, to be given a document that is unlike anything they have seen before, which refers to 
roundabouts all the way up to investing council funds, training is really important. I would have benefited from it 
if I had received training back in 2005.  
Within a couple of years, I was put on the City of Stirling’s audit committee. I stayed on the audit committee until 
March this year. For the last four or five years, I was the presiding member of the City of Stirling audit committee. 
It was known as a reasonably powerful committee within the City of Stirling. Some officers called it the Spanish 
Inquisition because that is what it ended up being like sometimes, which I know no-one expects. Pretty quickly, 
after I think around 2007 when I was on the audit committee, it was brought to the council’s attention by an 
external auditor—essentially a contractor who was conducting an audit into an area of the city—that there was an 
issue. I will not go into that because, unfortunately, before the gentleman could testify before the Corruption and 
Crime Commission—back when it used to do things differently—he took his own life. I will not go into that too 
much. During the next few years, just after we got a new chief executive officer, Stuart Jardine, the City of Stirling 
had an increased focus on misconduct and some of its internal controls. These are the things that I have seen work 
well in Stirling in the intervening period. Oversight by the Auditor General of both finances and performance 
might improve things across the board for local government.  
I note that the 2015 CCC report had a special section on a review of its investigation into what happened at the 
City of Stirling in 2010. It noted that the CEO had taken a lead role in driving the city’s misconduct resistance 
agenda. The city had developed a comprehensive policy and procedures framework to deal with misconduct and 
had responsibility for progressing that the city’s misconduct resistance agenda be vested in senior executives. If 
ever members visit the City of Stirling, they will find it is in the lifts and in the loos there: the education of 
employees is a corporate priority. There are posters, there is a misconduct hotline and there is training about 
misconduct, proper ethical behaviour and things that officers should know in their workplace, and compliance 
with the officer and council code of conduct. The city has a misconduct, corruption and fraud control plan. It is 
good to see the CCC report acknowledged that the executive and council at the City of Stirling had taken steps.  
I have some records from the City of Stirling audit committee at home. It is a closed committee at the moment; it 
is not public. Although I probably could get away with talking about it this afternoon, I thought I would visit the 
website to find an older example so that I do not get myself in too much trouble. The audit committee is a very 
robust committee at the City of Stirling. It worries me that some councils do not have an audit committee. It also 
worries me that some councils’ audit committees do not meet that often and do not do half the things that a big 
council such as Stirling does. I understand that Stirling is a big council. Some of these things can be done on 
a smaller scale but still done. I know this from attending WALGA conferences. I would frequently receive phone 
calls from mayors in the metropolitan area asking me, “How do you operate your audit committee? It has a good 
reputation within the sector—how do you do it?” I assumed for many years all councils operated in the same way 
as the City of Stirling did. Traditionally, the city’s audit committee meets five or six times a year. It has a three-year 
rolling plan of internal audits. The City of Stirling has a full-time internal auditor. I know that is not something 
every council could have, but Stirling has an independent internal auditor.  
Mr J.E. McGrath interjected. 
Mr D.R. MICHAEL: The City of Stirling has an external auditor and it also has an external member of the audit 
committee, Mr Steve Linden, who has been in audit for many years. Elected members on the audit committee talk 
about certain things. Sometimes having someone who is not an elected member but an appointed member to the 
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audit committee is so good, just for their advice on auditing matters. He could say, “No, councillors, you’ve got 
the wrong end of the stick. This is the way it should be done. This is how auditing works in a company or like 
organisations.” Having that extra advice in a political setting is so valuable. The City of Stirling has an internal 
auditor who does many internal audits. He sits directly under the chief executive officer and is independent of the 
rest of the organisation. He is not under a directorate or a manager; he is completely separate. He reports directly 
to the audit committee and the CEO, which keeps that independence. 
[Member’s time extended.]   
Mr D.R. MICHAEL: Looking through the report, the internal auditor looks at late order issues in which 
a purchase order is issued after an invoice. He looks at quotation compliance to make sure that officers in 
procurement especially comply with policies at the city. He also looks at employees and vendors, and then he 
actually does audits. This report is from 2013, but at that particular meeting there were audits in process on 
financial services, asset stocktaking, non-stock goods and physical security at the depot. 
Debate adjourned, pursuant to standing orders. 
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