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PUBLIC ACCOUNTS COMMITTEE 
Fourth Report - Local Government Accountability in Western Australia 

MR J.R. QUIGLEY (Mindarie) [10.18 am]:  I present for tabling the fourth report of the Public Accounts 
Committee, entitled �Local Government Accountability in Western Australia�, and all the written submissions to 
the committee.   

[See papers 2010 and 2011.] 

Mr J.R. QUIGLEY:  The inquiry into local government accountability in Western Australia was established by 
the Public Accounts Committee in August 2005, following discussions with the Auditor General on some of the 
financial problems occurring in the local government sector.   

Most members will be aware that in recent years some local governments have experienced financial difficulties 
and have required support from the state government, highlighting the connection between state and local 
government and the importance of sound procedures relating to the expenditure of public money.  The local 
government sector�s greatest source of revenue is rates, at approximately 43 per cent, and almost 25 per cent of 
local government revenue is derived from state and commonwealth grants.  In short, around 68 per cent of the 
sector�s revenue comes from the public purse.  Because the key roll of the Public Accounts Committee is to 
assess the efficiency and effectiveness of government financial management, this inquiry was considered 
relevant to this committee.   

The committee met some initial resistance from local government stakeholders, who pointed out that local 
governments are not a collection of state agencies, but independent, democratically elected corporate entities 
established under the Local Government Act and answerable to electors, not to Parliament.  Whilst this may be 
the case, the committee considered that, because local government derives its authority from an act of Parliament 
and there have been instances in which the state has been called upon to assist individual councils that have been 
in financial difficulty, there were grounds for considering closer accountability to Parliament for both the use of 
public resources and the powers conferred on local governments by Parliament.   

Furthermore, whilst the commonwealth government provides financial assistance to local government, the 
requirement to account for the use of those funds and the responsibility for coordination and support of the sector 
rests largely with the state.  Consequently the committee formed the view that the level of public funding 
provided to local government warrants consideration of a broader scope of audit.  Although the local government 
sector is subject to considerable parliamentary scrutiny, specifically in relation to equal opportunity, corruption 
and crime, and public interest disclosure, there is one notable exception: local government is not subject to the 
accountability framework outlined in the Financial Administration and Audit Act 1985.  The committee 
understands that local government accountability mechanisms for the expenditure of public money differ 
significantly from those applied to expenditure by public sector agencies.  The key difference lies in the fact that 
the minimum requirement for local government audits focuses largely on financial checks, whereas state 
government agency audits involve efficiency, effectiveness, and, most importantly, probity audits, the results of 
which are tabled in this Parliament.  Although evidence to the committee suggested that local government 
auditors are increasingly paying attention to trends in a council�s financial position and noncompliance with the 
financial management aspects of the Local Government Act, it is fair to say that the provisions for audits in local 
government are largely limited to financial attestation, or what is termed �tick and flick audits�. 

The report looks in close detail at the role of the state in the scrutiny of local government expenditure, and 
examines the capacity of the Department of Local Government and Regional Development to monitor the 
financial performance of councils, raising the question of whether there is a role for the office of the Auditor 
General in this process.  Based on a study on the files of the department, the committee found that 30 per cent of 
the 144 local governments in WA encountered significant compliance issues in the financial year 2003-04, while 
just under half did not submit the required information in a timely manner.   

At the sector-wide level the committee found that the department publishes very little data.  Apart from 
individual local government annual reports, there is virtually no means by which the public can transparently 
assess or observe council performance.  This, among other things, has resulted in a perception among local 
government that the department does not have sufficient resources to effectively monitor the sector, although 
evidence suggests that there have been increases in resourcing for this purpose.  Unlike individual local 
governments, public sector agencies are accountable to the Parliament for their use of public money and their 
conduct in carrying out the functions of the state.  In WA public sector agencies are subject to the full scrutiny of 
the Auditor General.  Following an examination of models of state involvement in local government audits, the 
committee formed the view that each model contains elements worth contemplation.  In some ways Queensland 
represents the intermediate option compared with the comprehensive and well-developed Victorian model and 
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those states that have no involvement of the Auditor General.  However, the committee believes that any 
consideration of the Auditor General�s involvement in the audit of local government in Western Australia will 
require a unique approach, given the diversity of local government in WA. 

The committee recognises that both Queensland and Victoria have adopted a reporting system that aims to give 
the best outcome to councils, the community and the state government.  Importantly, both allow for a 
comparative analysis of councils.  The committee also recognises the success of both models in value adding to 
the work of the councils and, as such, strongly recommends that the audit of WA local governments be brought 
under the authority of the Auditor General.  At the very least, the parameters of the audit for WA local 
governments should be set by the Auditor General to ensure consistency in reporting across the state.  In line 
with the practice elsewhere, the committee believes that the Auditor General should audit no more than 15 per 
cent of councils on a rotating basis, with the remainder to be tendered out to the private sector.  This will enable 
a cost-effective approach while ensuring that the Auditor General has the capacity to maintain a watch on the 
sector as a whole. 

The committee is also of the view that the state government should ensure that there is an annual comprehensive 
comparative report on each local government entity.  By bringing the Auditor General into this process, the 
committee believes that the focus will be on value adding for the benefit of all citizens and councils to allow an 
accurate assessment of the performance of individual local governments.  In light of the focus on value adding 
and the problems of financial sustainability in the sector, the committee believes that the overall compliance 
burden of each local government should not unduly increase and that the overall impost on each local 
government should be recognised by the state government. 

I will give an example or two.  The audit model in Queensland is not dissimilar to that in Western Australia, 
where a lot of people live on the coast, rural communities live inland governed by remote councils, and a couple 
of big population hubs are governed by big councils.  The Queensland system works like this: the Auditor 
General takes responsibility for 15 per cent of the audit on a rotating basis.  He has three lists of auditors - A, B 
and C.  Tenders are put out on a rotating basis.  If a council accepts the tender of an auditor from a firm of 
chartered accountants on the A list, that firm cannot tender for that council in five years when the audit tender 
process is renewed.  The audit must be tendered for by a firm on the B or C list and in that way the auditor is 
changed every five years.  This recommendation reflects what is happening in large corporations in Australia.  
Corporations, of course, are governed by the Australian Securities and Investments Commission under the 
federal corporations� power.  Under ASIC all corporations must change their auditor every five years so that 
there is not too much familiarity between the chief executive officer of a public company and those who 
scrutinise his and his company�s performance. 

I realise that in some remote areas this might present a problem.  I will give an example off the top of my head, 
because the committee does not have any evidence and I do not say it is the case.  There might be a firm of 
accountants which services a community in a country town such as Katanning or Wagin and which relies on the 
local authority for a fair bit of its fee base.  Taking the local government audit away from that firm of 
accountants after five years could make the firm�s future problematic or could result in the loss of that firm�s 
services to the community.  We do not want that to happen; it does not happen in Queensland.  The committee 
recognises that there is a great difference between metropolitan and remote councils.  In these cases, for instance, 
the Auditor General could do what auditors do with large firms such as PricewaterhouseCoopers and other big 
accounting corporations.  After five years they allow firms such as PricewaterhouseCoopers to tender again as 
long as another partner of the firm is the supervising partner and the previous auditor has nothing to do with the 
audit.  This system could work in a small town with another accountant in a firm conducting the audit; 
alternatively the Auditor General could set strict parameters for that firm and keep a close eye on it.  No-one on 
this committee wants any diminution of services in country towns. 

I will refer now to cost.  From discussions with the Auditor General, it appears that to cover about 15 per cent of 
the local government audits the indicative cost would involve employing five extra staff at the Auditor General�s 
office, plus a manager and perhaps someone further up the line for supervision; however, all the infrastructure is 
already there.  The Auditor General gave a guesstimate of cost of about half a million dollars for him to conduct 
15 per cent of the audits.  There would be a cost increase for local government authorities, because the system 
proposed would no longer limit audits of local governments to financial attestation but would also include 
probity and process audits.   

Repeated complaints that come into the offices of politicians and backbenchers relate to planning processes in 
local government; complaints about blocks, about something not being considered for Scarborough and about the 
planning process for high rises not being properly considered.  Process and probity audits will put on the table 
how councils are performing, and that will enable the community to make a comparison between councils and 
enable councils to know that all are being audited by the same tests.  That system operates in Queensland and, 
when the Auditor General in Queensland publishes his report, he publishes a watch list of councils that are 
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having problems with their long-term sustainability.  All the stakeholders in Queensland really embrace that 
system.  Apparently, they did not like it when it was first introduced but they really embrace it now.  I was 
surprised at the level of support from the Local Government Association of Queensland.  However, that local 
government association, which represents all councils, said that, as soon as the Auditor General�s report comes 
out, it rushes to grab it and it goes to the watch list to see which of the member councils need its support and 
which of the member councils need a bit of nurturing.  It is not a big stick attitude to punish people or to expose 
people.  The Public Accounts Committee says that that sort of approach will add value to local government.   

I give the house an example of the expenditure that would be required on the auditing we are talking about.  No 
backbencher or member of the government wants to upset his or her local councillors because no-one wants a 
nest of local councillors attacking him or her at the next election.  However, we have to stand up and say what is 
good for Western Australia.  What is good for Western Australia is that the local government sector should be 
subject to the same audit processes as the two levels of government above it.  It should be subject to financial, 
key performance indicator and probity audits.  Two large councils on the coast to which I want to refer are 
Stirling and Wanneroo.  The City of Stirling, an inner city council, is approximately 100 square kilometres in 
size, has a population of 181 000 and in 2004 had an asset value of $771 million and I think a turnover of 
$100 million.  Its audit fee was a mere $25 750.  The City of Wanneroo, an outer city council, had an asset value 
of $616 million in 2004 and had a smaller audit fee of $22 500.  When that is compared with the audit fees of 
state government departments, it will give members an insight into the type of auditing that is happening in those 
councils and what we are trying to move away from.  For example, the Office of the Auditor General is audited 
on an annual basis, as we all know.  It has just under a hundred staff members - the numbers fluctuate - and a 
turnover of $14 million, not $100 million.  It costs $11 000 to do a financial, probity and key performance 
indicator audit, which everyone in this house wants.  That office, which has a turnover of $14 million, spends 
$11 000 on its audit, and a local government authority, which has a turnover of over $100 million, spends a little 
over $25 000.   

I give the house examples how audits of local government could value add.  I am not picking on the City of 
Stirling council.  I have just read in the newspaper about the Scarborough Beach redevelopment, which will take 
place before the national surf lifesaving championships.  The council built an outdoor auditorium on the beach.  
The article on the front page of the newspaper revealed that the council incurred a $400 000 cost overrun 
because, having built the auditorium, it realises that it completely blocks the view from the surf club to the main 
part of the beach that the surf club patrols and saves lives on.  Scarborough is a dangerous beach.  Now the 
council has to spend another $400 000 to realign the auditorium to provide a line of sight to the beach.  The 
council could learn from an audit.  Before starting such a project, the council would have to decide whether all 
the stakeholders had been properly consulted and it would have to reconsider processes while the development 
was going ahead.  Although the audit fee under the proposal could double from $25 000 to $50 000, it should not 
be a worry in a council with a turnover of $100 million, especially when $400 000 could be saved by not having 
a design fault.  Therefore, it is important that financial, probity and key performance indicator audits occur.   

In recent times, people have gone to the Corruption and Crime Commission with allegations of impropriety in 
local government.  Some of those cases - I will not refer to specific cases because they are before the courts - 
revolved around the acquisition of assets for the city and whether they were properly tendered for etc.  None of 
those cases involved a proper audit.  If they had involved audits, many of those situations could have been 
avoided. 

In closing, I acknowledge those people who took the time to make submissions and appear before the committee.  
Their contributions have formed the basis of the committee�s deliberations for the duration of the inquiry.  I also 
wish to recognise the work undertaken by the Department of Local Government and Regional Development, 
which provided the committee with unfettered access to its files and offered the committee unfailing cooperation 
throughout the inquiry.  Our thanks go to all those officers directly involved in that.  I also thank the members of 
the committee for their contribution to this report and acknowledge those members who contributed but no 
longer serve on the committee, in particular Mr Norm Marlborough, the member for Peel, and Mr Tony McRae, 
the member for Riverton. 

Finally, on behalf of the committee I thank the staff for their professionalism and support: the principal research 
officer, Ms Liz Kerr; the current research officer, Ms Nicole Burgess; the previous research officer, Mr Simon 
Kennedy; and Ms Carolyn Simmonds, from the Office of the Auditor General, who assisted the committee with 
some aspects of this report.  I commend the report to the house and hope that we can move forward on a 
bipartisan basis and decide that, if it is proper to audit commonwealth government agencies on probity and 
performance, and if it is proper and desirable to audit Western Australian government agencies on probity and 
performance, it is a no-brainer that local government should be audited in the same way.   
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DR S.C. THOMAS (Capel) [10.38 am]:  I thank the members of the Public Accounts Committee.  It was quite 
an arduous investigation.  Members did not travel overseas on jaunts, as is often the case with some committees.  
The committee stayed in Western Australia and put a fair bit of time and effort into its investigations.  I thank the 
committee members in particular who made an effort to attend meetings.   

Mr P.B. Watson interjected. 

Dr S.C. THOMAS:  As much as I dislike it, I also have to commend the member for Albany for the effort he 
made in travelling around the regions in Western Australia!  I also thank the staff, Liz Kerr and Nici Burgess for 
their efforts.   

This was a difficult investigation.  The information in the report is very good.  I commend the report to members 
and hope that they will go through it in detail to consider the various proposals and propositions that occur in the 
various jurisdictions in Australia.  There is some very good information in the report.   

The chairman of the committee has reflected upon the good points in the recommendations and the proposal for 
the Auditor General to conduct the audits.  I want to place my position on the record and I take this opportunity 
to do so.  I agree with the committee and the chairman that the person who has the best capacity to conduct the 
most thorough and effective audit of local government is the Auditor General.  That was the message that the 
committee received across the board in a number of places.  The committee met in Albany, Bunbury, Busselton, 
Katanning, Geraldton, and Kalgoorlie.  It can be seen in the minority report that the member for Stirling 
recommended that the Department of Local Government and Regional Development should conduct the audit 
process.  I have given this some thought and considered the matter very carefully.  I would not be doing my task 
if I recommended that a less able body conduct those audits.  In my opinion, it is almost unarguable that the 
department with the best human resources to conduct that process is the Office of the Auditor General.  Having 
said that, those resources could be transferred to wherever the government of the day wants them.  It is obvious 
to me that the audit of local government should be conducted by the Auditor General.  If the government decides 
that the facilities and processes of what the chairman rightly describes as a proper audit process were put in the 
hands of the Department of Local Government and Regional Development and that department was held to 
account for its actions, I would not have a problem with it.  I believe that the obvious department to conduct the 
audit is the Office of the Auditor General.  It is open to the government to put the necessary resources and 
facilities into the Department of Local Government and Regional Development.  I have not recommended that 
the auditing of local government be conducted by the Department of Local Government and Regional 
Development because I believe that is the second-best option, and I fail to see why the committee should 
recommend the second-best option.  That is why I have taken the position I have. 
The report contains six recommendations and I am on the record as supporting them.  I draw to the attention of 
the chamber recommendation 6, which specifically refers to the resources and financial sustainability problems 
of local government.  It is estimated that 85 or 86 local governments are financially unsustainable.  I would like 
the state government, which is the father and mother of local government, to address that issue.  Having the 
Auditor General involved in the auditing process might, if the audits are enhanced, bring that issue to the fore 
and put it on the table where it can be addressed and looked at carefully.  Otherwise, the types of disasters that 
are occurring now will continue.  It has been suggested that local government amalgamations are the answer.  
The amalgamation of two or three financially unsustainable local governments into one local government will 
make one large unsustainable local government authority.  Obviously that would be ineffective. 

The issue of what local governments are expected to do and the level of support provided to them by state and 
federal governments must be addressed.  The three-tiered system of government must be looked at.  A number of 
reports have been written on the subject.  The Western Australian Local Government Association and the 
Department of Local Government and Regional Development have each written a report.  Everyone tiptoes 
around the issue because no-one wants to tackle it head on.  Nobody is willing to do the hard yards and address 
the issues that face local government.  Much of that revolves around the services local government must provide, 
and the great demands placed on it by local communities.  The federal government�s ability to increase taxation 
and raise revenue has increased massively.  The federal government is by far the greatest revenue raiser, 
followed by the state government.  Local government is very limited in its ability to increase rates.  Those issues 
must be addressed.  I support this report because those issues will be addressed, particularly when the Auditor 
General looks at the long-term sustainability of local government.  The auditing process will make it obvious to 
everyone.  Under the current system, more activities are being devolved to local government without it being 
provided with the support and financial wherewithal to deal with them.  Local government is on a hiding to 
nothing.  That very important issue must be addressed. 
The committee was not in the business of attacking local government.  During this committee�s hearings, local 
government was quite defensive of its jurisdiction.  It was never this committee�s intention to use the committee 
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as an attack on local government.  We were trying to provide local government with the best opportunity.  I am 
intrigued to know what the government�s response to this report is. 
This is a very well-written report.  It will be up to the government to implement the recommendations.  This 
report is an opportunity for the state government to assist local government and make local government function 
better than it does today.  It is also an opportunity for the state government to attack local government and to 
continue to degrade its revenue base.  If local governments do not support the changes proposed in these 
recommendations, the state government will continue to downgrade local government by withholding financial 
and other support that local government requires.  The Minister for Local Government has an opportunity to 
examine this report and decide that a better outcome can be achieved for local government and, therefore, for the 
state government.  The state government can do that by implementing a better auditing and accounting system 
for local government.  That will require an investment.  Some 86 of the 144 local governments are not in a good 
financial position.  Therefore, the state government should not impose another cost on them in an attempt to 
make them more financially sound, irrespective of the fact there might be some financial benefits.  For the most 
part, the local government authorities with very big budgets will receive the greatest financial benefits.  The 
percentage of wastage in local government is highest in the larger local governments.  A council that wastes 
three per cent of a $100 million budget is wasting $3 million, which is a potential saving of $3 million.  Another 
council with only a $1 million budget that also wastes three per cent of its budget can potentially save only 
$30 000.  If the audit costs, $50 000, the local government with a $1 million budget is already behind the eight 
ball. 

The challenge for this government is to accept this report and build something good from it.  If the government is 
serious about the sustainability of local government in the long term, it will not look at solving the problem by 
the amalgamation of local governments, which would only make the problem bigger because the same service 
must be provided, but it will look at implementing auditing processes and properly funding the reforms to make 
the system work.  A tiered approach might be required for local governments that are difficult to sustain 
compared with local governments with $100-million budgets that can absorb the auditing cost without any 
trouble.  If this committee report contributes to an outcome that does not have a negative impact on the funding 
of local government, irrespective of any criticism of it, it will be one of the most effective reports the Parliament 
has seen, certainly in the time I have been a member.  I commend the report.  It raises questions as well as 
provides answers, and it challenges the Minister for Local Government, if he is serious about reform, to get 
behind the recommendations and fund and resource them appropriately. 

MR B.S. WYATT (Victoria Park) [10.47 am]:  I too rise to speak on the Public Accounts Committee�s report 
on local government accountability in Western Australia.  The investigation into local government accountability 
certainly has been one of the more interesting investigations I have been involved in during my short 
parliamentary career to date.  The committee�s investigation began in August 2005 and I came on board the 
Public Accounts Committee in April 2006.  It is worthwhile noting from the beginning that Western Australia 
has 144 local governments, 115 of which are based in the regions.  In my first speech in Parliament I spent much 
time talking about governments, and about regional governments in particular.  As the members for Capel and 
Mindarie said, this report is not an attack on either local government or the Department of Local Government 
and Regional Development. 

The committee�s terms of reference required it to examine the accountability mechanisms for local government 
in Western Australia.  The committee considered the question of whether the Auditor General should be 
involved in that process.  Australia has three layers of government: commonwealth, state and local.  The 
commonwealth government and state governments are enshrined in their respective Constitutions as a result of a 
federal compromise many years ago.  However, local government in Western Australia is a creature of statute.   

In light of the fact that the revenue of local government in Western Australia is approaching the $2 billion mark, 
and that 68 per cent of that revenue comes from the public purse, it is worth considering what role the Auditor 
General should play in keeping a close eye on how that money is spent.  There were six recommendations from 
the 16 findings of the committee, but the area I want to address in the time I have today is the fact that the 
committee strongly recommends that the audit of Western Australian local government be brought under the 
authority of the Auditor General.  The committee looked at a number of different situations and in the end the 
Queensland model was found to be the best for Western Australia to follow.  It is up to the executive to make 
this decision, but at the very least - all members agreed with this - the parameters of each audit should be set by 
the Auditor General to ensure that there is consistency amongst the various local governments in Western 
Australia.  The chairman of the committee, the member for Mindarie, has indicated that the committee�s view is 
that the Auditor General should audit 15 per cent of local governments annually, on a rotating basis.  However, 
the key factor is that the state government has a duty to ensure that an annual comprehensive and comparative 
report of local government is produced.  I can go online and look at reports in Queensland, New South Wales, 
Tasmania and Victoria and compare councils, and I can make a comparison that is apples with apples, not apples 
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with oranges.  The current audit process of local government in Western Australia is so diverse that, when a local 
government announces that it is the best local government in Western Australia in the way it picks up rubbish or 
delivers this or that service, we just do not know whether that is true, because there is no system to compare 
councils in a sensible and reliable way. 

I bring to the attention of the house a couple of points in the report that I think other members should look at.  
Page 3 lists the committee�s terms of reference, the third of which is to examine current accountability 
mechanisms.  A number of submissions were received in this area raising concerns about additional reporting 
requirements that may flow from having the Auditor General involved in such a process.  I will not repeat in 
great detail what the member for Mindarie said about this, but it is clear to me that local governments that would 
otherwise be considered very large corporate bodies - the member for Mindarie referred to the Stirling and 
Wanneroo councils - are simply not being adequately audited.  A very simple attestation audit may be taking 
place, but the auditing of key performance indicators and the overall performance of local government is simply 
not taking place.  The third term of reference, which asks whether the Auditor General should have a role in 
local government audit processes, was perhaps the most divisive and contentious for the various local 
governments we spoke to during the hearings.  However, most councils agreed on the need for a consistent and 
coordinated response.  That is simply not taking place at the moment. 

I note that the Local Government Act 1960 was replaced in 1995.  The new Local Government Act came into 
operation in 1996 with the stated intent of providing more efficient and effective local government, greater 
accountability of local governments to their communities, better decision making by local governments and 
greater community participation in the decisions and affairs of local governments, by providing a framework for 
the administration and financial management of local governments and for the scrutiny of their affairs.  At the 
moment, this simply cannot be done because we do not have a process by which members of the community and 
ratepayers can assess their councils and compare them with others.  The real value of what has happened in 
Queensland is that it has enabled ratepayers to have a look at their councils and come to intelligent and informed 
decisions on how they are performing.  While the Queensland watch list carries the connotation of councils 
being targeted for extinguishment, it is of real value because it has enabled the local government association in 
Queensland to identify those councils that need a bit of care and nurturing so that they can eventually be 
removed from the watch list and become sustainable and secure councils that are able to continue to provide 
long-term services to their ratepayers. 

Another point that is worth noting is that the Department of Local Government and Regional Development 
publishes very little data.  All the local governments agreed with my view that the compliance audit return and 
annual reports that flow into the department were overwhelming the department.  This is certainly not an attack 
on the department.  I am of the view that it does not have the capacity to do the job it should be doing; that is, 
monitoring individual local governments in a sensible way.  As I was saying before, there is literally no means 
by which the public can transparently, at the end of each year, see what is going on in their local councils.  One 
council - I think it was the City of Belmont - said that it provided an annual report well past the deadline date.  
That was not picked up by the department or by anyone other than the city itself, when it was going through its 
own compliance processes.  It then provided its annual report, because it was able to pick up what was going on 
through its processes. 

I have spoken to a number of chief executive officers about the compliance audit return, and they have said that 
the value in it is that of self-assessment.  At the end of the year, individual councils can assess how they have 
gone generally.  This is not providing any broader, positive outcomes, as far as the committee could tell, for the 
performance of the local government.  I think that is where the compliance audit return has failed.  It may be 
that, in the event that the government decides to go down the path of involving the Auditor General in the audit 
process of local government, we will see other reporting requirements removed or reduced.  It is not a matter of 
adding to the current burden of local government reporting requirements.  It may be that the Auditor General can 
put a single process in place, thereby reducing the need for others.  That warrants further consideration, but my 
view is that involving the Auditor General in audits will not place a huge financial impost on councils, and will 
actually streamline the process and provide local governments with a comprehensive comparative list that will 
add value to their performance, not only in the perception of the ratepayers, but also that of the councils 
themselves.  I often ask councillors how things are going on a particular point, and they do not know because the 
information is simply not being collated and provided in a sensible way, as it is in many other jurisdictions. 

In conclusion, I emphasise the fact that local government need not feel threatened by this report, and I do not 
think it will.  If implemented, this report will add to the success and long-term sustainability of local 
government.  Ratepayers will have a great interest in this report.  I quickly conclude by thanking Liz Kerr and 
Nici Burgess, who provided invaluable assistance in compiling this report, and the other members of the 
committee, who provided me with a great education in the workings of local government. 
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MR D.T. REDMAN (Stirling) [10.58 am]:  I will also make some comments on the Public Accounts 
Committee�s report on local government accountability, tabled by the chair of the committee, the member for 
Mindarie.  From speeches so far, members will be aware that a minority report is attached to this report.  I was 
the member who submitted that minority report.  I will make some reference more specifically to that, but I will 
start by saying that I really enjoyed the process of this inquiry.  It is an excellent report, despite the aspects in the 
minority report that I submitted.  There is a lot to be learnt from this and there are some very good messages here 
for Parliament and for the government on moving forward on accountability and sustainability in local 
government.   

As has been mentioned by previous speakers today, some 67 per cent of revenue going into local government 
comes from the public purse.  There is no doubt that there needs to be very close assessment of accountability in 
the expenditure of public funds.  There is no doubt that we must consider a broader scope of auditing.  That is 
one of the areas that was closely considered by the committee.   

There are issues in local government about sustainability.  There have been very well published issues in not 
only regional local governments, but also some of the bigger city local governments.  There is no doubt that 
there are concerns in local government, although I do not think that they are numerous in number and only a 
handful of those have been made public.  We must be careful to avoid a knee-jerk response to those issues.  
There is certainly good reason to have a close look at the accountability arrangements in local government.  As 
was mentioned by the member for Mindarie, some 30 per cent of local governments have encountered significant 
compliance issues.  As was mentioned by the member for Victoria Park, 115 of the 144 local governments are 
regional.  As a regional member of Parliament, I will try to represent regional interests in my response.   

There have been recent changes with the introduction of audit committees, the effects of which, arguably, have 
not flowed through in their entirety.  Certainly some councillors reflected on the fact that they would like to see 
the full process of audit committees with the flowthrough of improved accountability.  Mention was also made 
about compliance audit returns.  There was mixed reaction to that, particularly in some of the smaller regional 
shires.  Some used it more as a tick and flick to check whether the appropriate ground had been covered.  Local 
governments must respond to a significant number of acts of Parliament, which is quite a burden.  There is a lot 
of pressure on smaller regional local governments.   

Current processes allow for audit returns to go back to the Department of Local Government and Regional 
Development.  Feedback processes are supposedly in place.  Various people raised concerns about the 
submission of audit returns - certainly some responsibility sits with local government itself - and the level of 
feedback.  The report refers to some case studies that were looked into, although they represent only a small 
slither of cases.  Arguably that highlighted the fact that the process between local government and the 
Department of Local Government and Regional Development should be tightened.  Like other members, I do not 
think the report is an attack on local government or the Department of Local Government and Regional 
Development.  The report will highlight the issues that exist, and hopefully the government will respond by 
taking on those issues. 

One of my main concerns is the shortage of resources, particularly in the Department of Local Government and 
Regional Development.  Two key elements that have been highlighted must be considered by the government.  
One is the resources given to the department to do its job.  That is not an attack on the Department of Local 
Government and Regional Development.  If it had sufficient resources to properly audit, follow-up on and 
support local government authorities, arguably some local governments may not be in their current position.  The 
second element is the question of local government sustainability.  One point that was expressed very strongly is 
that if the Auditor General played a strong role in the audit process, the sustainability issues would be pinpointed 
and that would mean that the government could improve its ability to respond to that issue.  We are all aware of 
the issue of sustainability - it is of no surprise.  In particular, the smaller regional shires have a huge issue with 
sustainability.  As the member for Capel pointed out, the government must respond to that issue.  Improving the 
level of support for local government and ensuring that the government addresses the issue of sustainability - it is 
not in the parameters of this report, but it must nevertheless be considered - are the two considerations that must 
be covered.   

In the last few minutes of my contribution, I will outline my reasons for submitting a minority report.  The only 
concern I had with the report was the recommendation that strongly supports the Auditor General playing a role 
in the auditing of local governments.  I do not think that we need to build a Taj Mahal when a four-bedroom 
house will achieve the same outcome.  The government must properly resource the Department of Local 
Government and Regional Development and institute proper processes.  I support the concept of the Auditor 
General setting the parameters, because the Auditor General is in a good position to do so.  Both local 
government and the Department of Local Government and Regional Development can respond to those 
parameters by establishing an apples-with-apples arrangement by which different local governments can be 
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assessed on the same scale.  In that way, the process would remain robust.  I do not agree that the Auditor 
General should necessarily take on that role.  If the government properly resourced the department, the same 
outcome would be achieved.  I remain unconvinced that the Auditor General�s involvement would necessarily 
address the issues that have been raised by the committee and the reasons that the committee decided to look into 
local government accountability.  

Again, I highlight the fact that the two issues pertaining to local government are the resources allocated to the 
Department of Local Government and Regional Development and the question of sustainability.  The 
government must not shy away from those issues.  When we talked to the various councils en masse, we were 
left with the strong impression that they do not want to bite off the issue of amalgamation.  However, when we 
talked to them individually, they very much acknowledged that something must be done about the sustainability 
issue because they are likely to face some serious issues down the track.  If nothing else, this report highlights 
the need for us to address that issue.  Someone has to bite off the sustainability issue because it is looming.  
Strengthening the resources allocated to the department, responding to the parameters set by the Office of the 
Auditor General with timely feedback and developing comparative statements between different local 
government areas will be a solid step towards addressing these issues and improving the level of accountability 
of local government.  

That is my commitment.  I thought very carefully about submitting a minority report.  I worked closely with the 
committee to not make that point of difference.  However, I felt reasonably strongly about it, particularly from a 
regional perspective because many smaller regional local government areas have an issue with sustainability.  
They also have a lot of issues concerning the support they receive and their capacity to manage and maintain 
their resources.   

I thank Liz Kerr and Nicole Burgess for their support.  I also thank the other members of the committee for their 
contributions.  I thank those involved for taking the time to travel to the regional areas to gain a clear 
understanding of the issues faced by regional local governments.  

MR P.B. WATSON (Albany - Parliamentary Secretary) [11.08 am]:  Before I forget, I will start my 
contribution by thanking Liz Kerr and Nicole Burgess for their tremendous support.  I would hate to get through 
my speech and forget to thank them, which is what a certain member did.   

I was seconded to the Public Accounts Committee late in the piece and did not travel east to Queensland, New 
South Wales and Victoria.  I am not sure whether any members have been on a committee with the member for 
Mindarie, but it is certainly an experience.  During a Perth hearing with representatives from many of the local 
governments, the member for Mindarie�s opening speech went 10 minutes before the deputy chairman asked 
whether any member would like to ask a question!  It is good to have someone with the member for Mindarie�s 
expertise on the committee.  

The committee�s main concern is that 80 of the 144 councils of Western Australia face financial viability issues.  
This is of real concern to me as a regional member, as a lot of the shires would be in regional areas.  There was 
an amalgamation of local councils in Albany.  I agree with the member for Capel when he said that there should 
not be amalgamations for the sake of amalgamations.  There must be a proper financial process.  The City of 
Albany has a 10-year project; everything is on paper.  It is very happy to have transparency in which the Auditor 
General can audit the city, not only on the financial side - the tick and flicks - but also on probity, key 
performance indicators and finance.  At the moment the councils are just going along and ticking everything off.  
We have received complaints from many country shires about compliance reports.  It does not happen so much 
in city areas because those councils can afford to pay for a compliance officer.  We were advised that Kalgoorlie 
will appoint a compliance officer.  The local council is hoping to share the officer with five or six other shires.  It 
would prefer to do that rather than amalgamate the local shires and services.  I think that has been done in 
Northam with its surrounding areas.  They are using one public health officer and one planning officer between 
the shires.  That is a way of getting around the problems they have in regional areas. 

One major concern from regional local government was that there was little feedback from the auditors and the 
compliance reports.  They thought that the reports were being used as doorstops at the Department of Local 
Government and Regional Development!  A lot of the reports were submitted late because many councils do not 
have the staff available to complete reports. 

The member for Stirling talked about additional resources.  I do not think that is the answer.  We must have a 
plan that is overseen by the Auditor General.  The Auditor General must have overall control.  There are three 
levels of government in Australia and the other two levels are audited by various Auditors General and Attorneys 
General.   

The councils we spoke to were concerned about the Big Brother aspect being introduced.  However, they were 
open to the idea that, instead of using �tick and flick�, we could show them how to make their figures better.  In 
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Queensland, once all the audits have been completed, a list is compiled of all councils that are in trouble.  We 
were told that 80 of this state�s 144 councils were in trouble.  There might be more than 80 because we are only 
aware of 80.  There could be other councils that are in real trouble.  Quite recently, one council needed the state 
government to come in and assist it.  If we accept the member for Stirling�s idea, it means that more of this will 
happen again.  That is of concern to me because many people on regional councils come from a farming 
background or they may be local publicans.  For example, in Kalgoorlie one of the councillors was a local 
publican.  These people give up their time and some of them are put on to audit committees.  Although they do 
not receive any training, some is available.  However, a person might live 800 kilometres from Perth where the 
training is held.  It means six hours of driving, so the person may have to give up two days of running his pub to 
attend a course to learn how to look over a budget on the finance committee.  That budget may be way out of 
that person�s depth.  The City of Stirling has a budget of about $100 million.  Many people join councils to do 
the right thing and end up on an audit committee.  They may have $100 million to work with.  I know that the 
City of Albany has about five or six people on its audit committee.  There may be other people on the council 
who have stronger personalities and they may dictate the way they want things.  It may be for personal reasons.  
I am not saying that that happens in Albany, only in general.  A councillor may want to sort out things his own 
way and the others may say that, because he is a businessman, he should know what is going on.  As such, they 
probably do not get the best audit recommendations. 

Mr R.C. Kucera:  This same issue has been raised in the recent rift between the City of Stirling and the Town of 
Vincent.  It as a question of viability. 

Mr P.B. WATSON:  I thank the member for Yokine for that.  The compliance reports are good and many of the 
small shires say they are great.  However, there was an example of the need to have locked gates on some roads 
within the City of Kalgoorlie-Boulder.  Some of those roads have been there for over 100 years.  If the Auditor 
General performs a proper audit service, a lot of these little fiddly things can be left out and people can get down 
to the nitty-gritty of the survival of a council.  As I said, 80 of 144 councils in this state are having problems.  
That is of real concern.  Once the councils start rolling over, will we say that we had the opportunity to bring in 
the Auditor General?  I am not saying that the Auditor General will stop some of the councils rolling over.  For 
example, there might be a drought in a country area or people may move from an area.  People might move from 
the wheatbelt and move closer to Albany because they want a sea change.  All these factors will affect councils 
in the future.  I am glad that everybody is coming to Albany.  It is the world�s best kept secret.  Unfortunately, 
the secret is getting out.  I do not want everybody to come to Albany and have places like Katanning, Mt Barker 
or Denmark affected because there are fewer residents paying rates and living there.  Those areas will have fewer 
facilities. 

Dr S.C. Thomas:  Do you have plans for a new electorate? 

Mr P.B. WATSON:  No.   

I fully support the recommendations.  I thank my colleagues for all the work they have put in.  It was a very 
bipartisan committee.  I fully recommend the report to the house. 
 


