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CITY OF KWINANA SUBMISSION – PARLIAMENTARY INQUIRY INTO LOCAL 
GOVERNMENT 
 
To Whom It May Concern, 

 

The City of Kwinana (the City) welcomes the invitation to provide a submission to the Select 

Committee into Local Government. Although the City shares many issues with the 139 local 

governments in Western Australia, due to the Western Australian Local Government 

Association (WALGA) summarising the broader issues affecting the sector, the City has 

chosen to focus its submission on issues relevant to the City of Kwinana, other growth local 

governments, and matters not covered by the WALGA submission.  

 

The City of Kwinana is the second fastest growing local government in Western Australia, 

home to a proud community of active and engaged residents who resoundingly rejected the 

Barnett Government’s Local Government Reform agenda, preferring to retain a local voice in 

their closest tier of government.  It is also home to the State’s premier industrial area, an 

economic powerhouse that contributes over $16 billion to the State’s GDP. 

 

Contrasting this, despite the best efforts of all three tiers of government, Kwinana remains 

the most disadvantaged local government area in the metropolitan area.  The City’s 
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residents face unemployment rates in excess of twice the national rate and an even more 

dire situation for the City’s youth looking for employment.  

 

In a community that sees the extremes of growth, prosperity, disadvantage and civic pride, 

the expectations and focus on the City to deliver a range of services, programs and 

advocacy are immense. For all these reasons, the City has developed initiatives that see us 

as industry leaders in a range of areas. However, while the governance framework that local 

governments work under is identical, the pressures and challenges for each local 

government vary greatly and are addressed in a range of ways, meaning direct comparisons 

between local governments cannot accurately be drawn.   

 

In addition to the comments made above, the City of Kwinana wishes to provide the 

following submission in relation to the terms of reference outlined for the Parliamentary 

Inquiry into Local Government: 

 

Opening Statements: The select committee is to inquire into how well the system 
of local government is functioning in Western Australia 
City of Kwinana comments: 

• The focus should be expanded to consider issues and challenges specific to growth 

local governments in Western Australia, with the Committee working with the City of 

Kwinana, and other growth local governments, to ensure all these issues are 

identified and addressed. Additionally the Inquiry should seek a sufficient level of 

detail on specific issues affecting local government, to ensure any outcome of this 

process results in positive improvements to the viability, lifestyles, livelihoods, health 

and safety of Western Australian communities, improves trust and confidence in Local 

Government, and elevates the relevance of local government within the State 

Government. 

• The scope should not only look at the local government system, it should review the 

integration and relationship required between Federal, State and Local Governments, 

particularly in the area of infrastructure planning, funding and delivery. Only recently 

has the State established a body (Infrastructure WA) that focuses on the long term 

planning of Western Australia’s infrastructure needs. Major projects that the State 

government include in the priority infrastructure list must be the subject of extensive 
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consultation with affected local governments. There needs to be transparency by the 

State and Federal Governments with regard to the evidence base for infrastructure 

decisions with any business cases, recommendations, information and findings being 

shared. Previously, business cases were kept confidential which prevented critical 

local government feedback from being considered. How each tier of government will 

work collaboratively, efficiently and effectively in the future on Australia’s 

infrastructure needs must also be addressed.  

• Over the last decade, local governments have been required, through the failure of 

the State to adequately plan for the timely delivery of infrastructure, to come together 

and resource feasibility, design and advocacy campaigns to effect change in the lack 

of coordination between urban growth areas and investment in infrastructure in 

Western Australia. A submission by the Growth Alliance Perth and Peel (GAPP), of 

which the City of Kwinana is a member, has been sent separately.  

• There has been an historic lack of engagement between the State government and 

Infrastructure Australia, and whilst this process has now begun, this resulted in local 

governments having to work to fill this gap over the last 10 years. 

 
Terms of Reference 
2) 
a) Whether the Local Government Act 1995 and related legislation is generally 
suitable in its scope, construction and application 
City of Kwinana comments: 

• It is important the Inquiry and any review of the Local Government Act 1995 or 

related legislation does not undermine the capacity for communities to be different in 

their character and considers the consequences of decision making at the local level. 

Historically, any reviews and amendments to legislation (such as the Planning and 

Development Act 2005) have led to a standardisation and sameness of urban spaces 

and communities. This is particularly the case in outer metropolitan areas which 

increasingly lack any differences in urban places and which have little heritage or 

identity. 

• The Western Australian Planning System has been undergoing considerable reform 

since 2009, particularly with the amendments to the introduction of the Planning and 

Development (Local Planning Schemes) Regulations 2015 and associated changes 
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to the Planning and Development Act 2005. This reform has gradually centralised 

planning control with the Western Australian Planning Commission (WAPC), limiting 

the authority of local government planning and independent decision-making.     

• While reform and continuous improvement is important, it is equally important that 

the reform be undertaken for the benefit of local communities. There is an argument 

that too much standardisation in planning legislation and policy, and too little local 

input into decision making, dulls and lessens the urban fabric. This has knock-on 

effects for adverse community health and wellbeing which is increasingly evident.    

• Local laws are an important part of the land use planning toolbox and frequently act 

as supplementary guidance to Local Planning Schemes. Standardisation of local 

laws, in a similar fashion to planning legislation, should be carefully considered. 

While there may be some short-term efficiencies, it may contribute in the longer term 

to poorer outcomes for communities.  

• The City of Kwinana has recently undertaken comprehensive community consultation 

as part of the first stages of the preparation of the City’s Local Planning Strategy. 

What is evident from the community engagement, particularly in the older parts of the 

City, is the value people from local areas place on retaining points of difference and 

character in their suburbs, linked to a strong village community aspiration or a desire 

to keep the greenery within urban areas.  Further, in new urban areas, the desire of 

local residents to retain natural landform and biodiversity, and to see differences in 

scale and architecture of built form has emerged as very important.  The ability to 

meet these community expectations is tempered however by the limited capacity of 

the City to implement a statutory and policy framework that can materially alter 

current State planning practice and policy which tends to direct development into a 

standard ‘one size fits all’ funnel. For example, the changes to the statutory scope of 

local structure plans as part of the planning reform in 2015 so that they serve as 

guidance documents, and the relegation of local governments to an advisory role in 

their determination, affects the City’s ability to negotiate and achieve potentially 

better local planning outcomes.  

• The proliferation of large areas of rear loaded, small lot, single storey, cottage 

developments (as a response to medium densities) in new outer metropolitan areas 

is an outcome of current State planning objectives and policy that most observers 
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would argue should be avoided as it delivers an inferior built form, a lack of urban 

character and few points of difference in otherwise diverse populations. 

• It is important that the State government and planning bodies make balanced 

decisions about changes to legislation affecting local planning. Well-funded, 

organised land development lobby groups with focused agendas can be persuasive, 

have significant political reach and can be very effective in advocating their views and 

concerns.  Local communities, by their very nature, are much less coordinated and 

focused in their advocacy, so it is critical that local governments are given the 

opportunity to represent them effectively and fairly during legislative review 

processes. There is no other body as close to communities and that better 

understand their aspirations for their urban environments and lifestyles than local 

government.  

• The ability for the State government to govern metropolitan level planning and 

infrastructure delivery is critical and understood for the long-term benefit of Perth and 

the State. It need not, however, be at the expense of local amenity and character, as 

it is at this level where people really do live and enjoy their lives. The State planning 

framework should not forget this, and should seek to balance its regional objectives 

with best practice possible for local area planning, to encourage and actively promote 

rich communities from a social and visual perspective.  

 

b) the scope of activities of local governments 

City of Kwinana comments: 

Divergent Challenges 

• While local governments in Western Australia are all created under the same 

legislation and operate at a broad level in the same way, they must respond to a wide 

range of very different issues.  When considered from a land use perspective, in a 

state the size of Western Europe, no person would logically expect that decisions, 

impacts and issues considered on a major development in Karratha would be 

identical to an application in Albany.  While this environmental disparity is readily 

comprehended when there is a physical separation, the financial, social and 

economic differences between communities can be just as significant, even in 

adjoining local authorities. 
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The prime examples of this are in the areas of population growth, community 

development and economic development, where local governments in close 

proximity must tackle the different challenges in varied ways, but are judged by the 

same set of standards. The desire to inform residents and quickly compare local 

governments by a set of arbitrary metrics may be commendable, but this comparison, 

in isolation of the issues the local government is trying to address is meaningless and 

harmful to the understanding of the work of the sector. 

 

Challenges of Growth Local Governments 

• The City of Kwinana is a member of the National Growth Areas Alliance, a collection 

of local governments focussed on advocating for a stronger focus by the Federal 

Government on the need to support fast growing outer metropolitan local 

governments.  Issues faced by growth local governments include: 

• increased demand for new infrastructure;  

• typically younger households with much higher proportions of school aged 

children;  

• higher levels of households with mortgages; and 

• less access to facilities such as public transportation, employment areas and 

civic infrastructure. 

In contrast, many of the inner city areas, while experiencing small amounts of infill, 

are insulated to the costs of constructing and maintaining new roads, recreation 

centres or playing fields, by the virtue of their finite land being completely developed.  

Growth local governments on the other hand, will logically have higher levels of asset 

creation, rather than a focus on maintenance.  Adding to the complexity of the growth 

local government position is the current and proposed State Planning Policy 3.6 – 

Development Contributions (the SPP). 

 

The SPP allows local governments to seek contributions from developers to help 

meet the cost of constructing infrastructure (both traditional infrastructure like roads 

and drainage, and community infrastructure like libraries and playing fields).  Local 

governments are responsible for detailing the plans and developing cost 

apportionment schedules for areas of urban development, with the plans ultimately 
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being approved by the State government.  The developers make contributions and 

purchasers are generally aware of the facilities that will eventually be developed in 

the area.  These plans can allow for the timely development of infrastructure in boom 

times, where the land is developed at a steady rate, however more recently, in times 

of slow growth, there is increasing demand on local governments to borrow money to 

prefund the developers’ contributions, in addition to the local government’s own 

contribution. 

• The introduction of the State government’s My Council website, which uses a range 

of indicators to assess the financial state of each local government, gives no 

commentary about the unique financial pressures faced by the disparate variety of 

local governments in Western Australia and encourages users to make an arbitrary 

comparison. While there may be more merit to comparing the performance of two 

growth local governments, the varying asset base, development rates and 

populations make the benchmarking meaningless.  What is more useful is the 

consideration of governance programs, review of delegations, policy development 

and introduction of quality assurance frameworks.  These metrics give far greater 

clarity about the management of the organisation and can be considered with 

commentary from third party audits. It is recommended that greater scrutiny is given 

to what is measured and that a range of metrics be introduced to recognise the 

differing financial challenges of growth local governments, inner city areas and the 

local governments in regional WA. 

 

Economic Development 

• Local economic development is a need that local government has responded to in 

more recent years.  While some local governments were working in this space in the 

mid 1990’s when the current Act was proclaimed, the profession has grown in more 

recent years, along with the associated disciplines of place making and community 

development.  Economic development and advocacy at a local level can include 

greater understanding of, and providing support to, local businesses. However, 

economic development is increasingly involved in investment attraction at a regional 

level.   

• Local government’s involvement in economic development has been largely to fill the 

void between the private sector’s needs and what the State government has 
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supplied.  In this role, the City has been proactive in better understanding the needs 

of industry.  While some commentators like to cite the complexity of approvals and 

the age of regulatory documents, such as town planning schemes, as inhibiting 

economic development, the City’s success in driving economic development and 

population growth (at an unprecedented 6% per annum) was achieved with a 27 year 

old town planning scheme.  The willingness of Council to work with both industrial 

and residential developers demonstrates that the age of the regulatory framework is 

irrelevant and the focus should be on flexibility and creative approaches to problem 

solving by decision makers.   

• The attitude and professionalism of Councillors and staff will only take us so far.  The 

development of broad top down economic development strategies that argue gcan 

guide a Keynesian economic machine are misguided.  The strategies need to focus 

on building economic leadership from the ground up, and working with the economic 

leaders and the assets of the State to drive the local economy.   This has been true 

of recent success stories in Kwinana. 

Take for instance the recent developments in the battery metals industry, with Lithium 

processing expanding in Western Australia.  The opportunity was identified and 

pursued by the private sector.  Private sector representative groups, such as the 

Kwinana Industries Council and Association of Mining and Exploration Companies 

then raised awareness of the opportunities.  Local government in this case partnered 

with industry groups to raise awareness and ensure that we could position ourselves 

to meet the industry’s needs.  While the State government made promises towards 

funding research in this area, their policy document came out at least 24 months after 

the then opportunities had been first identified and proposed a range of top down 

mechanisms to drive an already emerged industry. The lack of proactive economic 

development leadership has not necessarily restricted our ability as a State to take 

advantage of the opportunity, however, it is not clear how much more could have 

been done earlier to position WA globally in the battery metal industry in a time of 

substantial investment, particularly if approached from an enabling rather than control 

mindset. 

• The lack of leadership in the regional economic development area will continue to 

see competing groups move in to try and coordinate limited resources towards their 

projects.  Local government may not be the best placed tier of government to lead 
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the strategising of major economic development policy, but have been left to do this 

essential role.  With a current vacuum of leadership and no clear strategy for a 

Western Australian economic plan, local government must have the ability to step in 

to address the gaps as well as work collaboratively in regional local government 

groupings (such as The South West Group or East Metropolitan Regional Council) to 

achieve their economic goals.  Kwinana’s best example of this is the Indian Ocean 

Gateway, which grew into the Westport Strategy.  Again, a lack of key economic 

strategy was highlighted and, in a vacuum of leadership, local government pushed 

forward with the advocacy to raise awareness of this critical State infrastructure. 

• Lastly, it is at this level that local government is making submissions directly to 

Infrastructure Australia.   A number of key projects have made their way onto this list 

from research and advocacy at a local level.  The introduction of Infrastructure WA 

may see local governments coordinate their submissions with greater involvement 

from the State Government, however it is likely that Local Government will continue 

to do the heavy lifting in terms of project identification. It is too soon to be able to 

comment with any certainty how this new coordinating agency will perform, however 

the lack of local government experience by any member of the inaugural Board does 

not bode well.  Considering how closely the two tiers of government must work for 

effective planning and coordination, the emphasis on private sector appointments to 

the Infrastructure WA Board, over a local government representative, only highlights 

further the State Government’s misconception of the role of Local Government in 

providing infrastructure to the Western Australian community. 

 
International Engagement 

• Local government is well recognised around the globe.  It is easily identified as the 

tier of government closest to the people.  With this in mind, it is often more 

recognisable at an international level than the role of the State government.  The role 

that Friendship Agreements and the like can have in economic development should 

not be undervalued.  While there are perceptions of “junkets” with those not in the 

industry, meaningful relationships with Cities in other countries can open up 

opportunities for investment, tourism and economic development with other cultures.   
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The City of Kwinana has one Friendship Agreement with a City in China.  The direct 

cost to the City to date is in the order of a few thousand dollars, however it has seen 

prospective real estate deals developed, as well as tours of potential investors. The 

value of potential investor visitations far outweighs the small financial investment 

made by the City, in terms of economic opportunity to the State. There needs to be 

greater recognition that Australian agreements, such as the China Australia Joint 

Statement, encourage local governments to engage with international partners and 

promote areas of greater cultural understanding and areas of mutual economic 

benefit.  The drafting of a model agreement, with suggested KPIs and finite life would 

be of benefit to local government as well as ratepayers, to enhance the community 

appreciation of the mutual benefits achieved and the value of this form of 

engagement to the future economic prosperity of the State. 

 

Community Development 

• Local governments are leading in the areas of community development, engagement 

of residents and provision of a range of diverse and locally accessible services. 

As society has become more complex with globalisation, scale and rapid 

technological change becoming the norm over localism, the essential elements that 

make life worthwhile – i.e. a sense of belonging and purpose, meaningfulness, and 

the opportunity to contribute - have become more elusive and have diminished, and 

in some cases, have disappeared.  The impact of this change is felt at the local level, 

where the focus has become about the individual and interactions have become 

increasingly transactional in nature. In this digital age, residents are becoming 

increasingly socially isolated, loneliness and disconnection are increasing, and 

anxiety and depression are both increasing. Forms of social capital and co-operation 

are diminishing with changes to household formation, working patterns and use of 

technology.  Residents are becoming less active in caring for those around them 

compared with more connected communities of the past. Over the past thirty years or 

so, it has fallen increasingly onto local governments, as the sphere of government 

closest to the community, to deal with these issues and their impact on the broader 

community.  

• Building vibrant and interesting places and activating them with festivals, events and 

participatory activities, is now core business for local governments, as is providing 
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life-long learning programs that focus on a whole range of life skills from recreation, 

employment and digital literacy outcomes, to hobbies and English as a second 

language.   

 

By default, local government has become a community builder.  It is necessary for 

local governments to facilitate the formation of local networks, connections and 

relationships between community members, and re-create the concept of localism. 

Local government now needs to actively engage in community capacity building so 

that residents are empowered to come together to develop a sense of community 

and belonging.  Local government is actively involved in community development and 

community engagement activities, leading to the growing Town Team and Place 

movements within the community. 

• The decline in volunteerism and lack of local connection between residents and 

neighbours has resulted in many local governments now actively facilitating 

opportunities for people to contribute meaningfully to their communities through the 

operation of Volunteer Resource Centres. Without this local facilitation of volunteers 

and volunteer opportunities, the non-government sector would find it increasingly 

difficult to provide the level of service required to support vulnerable community 

members and sense of belonging, and community identity in local communities would 

diminish further.    

• Communities’ concerns with community safety and perceptions of community safety 

has increasingly impacted on local government service provision. It is now not 

unusual for communities to expect local mobile security patrols from their local 

government, and the increasing need for community tolerance and support for 

homeless, vulnerable and at risk people means a local government is increasingly 

expected to enter into this space to fill gaps in State and Federal programs – either 

through direct service provision or through the provision of information and referral 

services linking those at risk with non-government service providers, where they 

exist. 

• Due to increasing levels of social disadvantage in many local government areas and 

the lack of targeted State and Federal government programs and support, local 

governments have become leaders in assisting disengaged young people and 

providing support, diversional activities and programs for the acquisition of 
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employment and life skills. Similarly, in the health and wellbeing space, as a 

consequence of local authorities being required to adopt a Public Health Plan 

addressing the health needs of their area, local governments are increasingly 

providing preventative health programs to deal with health issues such as obesity, 

smoking, alcohol and drug consumption, as well as management of chronic 

diseases.  

• Local governments are wearing the cost/burden of this increased service provision in 

many cases because of a withdrawal and diminution of service levels by State 

government agencies, such as the Police, Health Department and Department of 

Communities.  For example, the cost of providing an information and referral service 

to homeless and vulnerable at risk people and a community liaison service to 

promote community harmony and deter anti-social behaviour in the City of Kwinana 

is over $500,000 per annum.  These are not services that were required ten years 

ago, but are now considered critical to the provision of a safe and welcoming 

community and are not otherwise available. Further, local governments are expected 

to bear the cost of holding citizenship ceremonies without any reimbursement from 

the Federal government. Holding regular formal functions that are befitting of the 

importance of becoming an Australian citizen comes at a significant cost to local 

governments.  

 

c) the role of the Department of State administering the Local Government Act 
1995 and related legislation 
City of Kwinana comments: 

• The Machinery of Government and the focus on cost-cutting within the recent State 

Public Sector Reforms included a reduction in staff numbers at the Department of 

Local Government, Sport and Cultural Industries (DLGSC). Whilst the Department of 

Premier and Cabinet states that “The reform aims to strengthen efficiency, 

accountability and drive high-performance in the public sector to deliver better 

services to the community”, the impact of the reform has caused there to be a 

significant loss in skills and knowledge at DLGSC, reducing resources to the point 

that the DLGSC adds questionable value to local government, particularly in terms of 

early intervention, and advice.  The DLGSC appears to now provide a ‘mop up’ 

service, where a local government has reached a point that dismissal of a Council or 
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Councillor is being considered. This lack of early intervention and support results in 

poor community outcomes, adverse perceptions of the sector due to the dysfunction 

of a minority and loss of skilled and experienced senior staff from the industry.  The 

DLGSC should take an active role in the briefing and induction of prospective 

candidates and be empowered to enforce behavioural standards during the conduct 

of elections. 

 

d) the role of Elected Members and Chief Executive Officers/Employees and 
whether these are clearly defined, delineated, understood and accepted 

• According to the Department of Local Government, Sport and Cultural Industries, the 

Local Government Standards Panel (Standards Panel) was established in 2007 to 

fulfil two key objectives: 

• Administer justice and resolve complaints relatively quickly; and 

• Provide the local government sector with guidance and benchmarks about 

acceptable standards of behaviour. 

 

The Standards Panel has the authority to make binding decisions to resolve allegations 

of minor misconduct submitted by a local government. It deals with complaints about 

council members who it is alleged have committed a breach of one or more of the 

provisions of the Local Government (Rules of Conduct) Regulations. The panel is 

independent of the Minister for Local Government and the Department. 

 

The Standards Panel also has the jurisdiction to deal with misconduct allegations that 

relate to conduct at meetings under the provisions of a local government's Standing 

Orders Local Law.  

 

If the Standards Panel finds that a breach has occurred, it may deal with the complaint 

by dismissing it or ordering that the council member: 

• publically apologises 

• is publically censured, or 

• undertakes training. 
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The Standards Panel may issue an order that imposes two or more of these sanctions 

and can order a council member found to have breached, to reimburse the costs 

incurred by the local government for the Standards Panel proceeding. 

 

Council members who are failing to appropriately perform their duties and are affecting 

the local government's ability to function effectively will face tougher consequences 

under legislation passed in State Parliament. 

  

The McGowan Government's Local Government Amendment (Suspension and 

Dismissal) Bill 2018 enables the Minister for Local Government to suspend or dismiss 

an individual council member, resulting in suspension of their pay. 

  

Previously, the Minister could only take action against an entire council, which has 

impeded the local government's ability to get on with the job of providing good 

governance to their community due to the actions of an individual. 

  

The new laws will also enable a local government to recover any fees or allowances 

paid in advance to the member, for the period of suspension, ensuring they are held 

accountable for their actions. 

  

Under the legislation, the Minister will also be able to provide an order for remedial 

action, with or without suspension, and suspend an individual councillor during a local 

government inquiry if it is likely the inquiry would be seriously prejudiced otherwise. 

  

The opportunity should be taken as part of this Inquiry to consider:-    

• Review of the penalty provisions for individual Elected Members and that the 

Standards Panel needs to be more immediate and better resourced; 

• Clearer guidance to Elected Members is required around the use of social media; 

• Clearer guidance in the Act around the separation of responsibility (i.e. policy, 

strategic planning, budgeting vs day-to-day management of the business); 

• Definition of dysfunctional to guide CEOs in flagging a need for the Department to 

investigate (individual Councillor or dysfunctional Council); 
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• Defining the records a Councillor is entitled to view (e.g. is a Councillor entitled to 

go through all records of the City, or does a request for any record require a clear 

purpose); 

• The Act and Regulations should require the development of key operational 

plans/standards for sign-off by Council; and 

• The Act and Regulations should detail the engagement process with Council on 

the development of key documents (particularly annual budget) – noting that 

these documents are prepared by staff/consultants, and a Councillor can express 

the view that they do not really have control of the process. 
 

Whilst the City recognises the State government's Local Government Amendment 

(Suspension and Dismissal) Bill 2018 will review the penalty provisions and process 

of review for Council members who are failing to appropriately perform their duties 

and are affecting the local government's ability to function, the State government 

needs to ensure that the Local Government Standards Panel is then sufficiently 

resourced to ensure that any matters can be resolved in a more immediate manner. 

The City is concerned that the Standards Panel is ineffective, principally through the 

slow response times to complaints, and the limited evidence on which the Standards 

Panel often makes decisions. In particular, the City notes that the Standards Panel 

relies on non-legally trained CEOs and Councillors to essentially undertake an 

investigation and gather the evidence on which the Standards Panel solely relies. 

The Standards Panel should be sufficiently resourced to deal with complaints in a 

timely manner, conduct investigations, make requests and/or receive additional 

information as well as have greater penalty provisions they can apply. 

• Social media is increasingly becoming a part of daily life and an accepted method of 

instant communication. The use of social media by local governments and elected 

members can improve communication, engagement and collaboration with the 

community. However, the speed and reach of publishing online means content is 

available immediately to a wide audience. Anything posted can be difficult to delete 

and may be replicated, misconstrued and seen by people the author never intended 

or expected would see it. Whilst the Local Government Act 1995 requires every 

Council to adopt a Code of Conduct to be observed by elected members, committee 

members and employees there is a need for more guidance in the area of social 
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media use to ensure that there are consistent principles and requirements in the use 

of social media by elected members, the administration of a local government and 

employees of a local government. 

 

e) the funding and financial management of local governments 
City of Kwinana comments: 

Ratios as a Benchmark for Financial Performance 

• Financial ratios are designed to provide users of financial information a clearer 

picture of the performance as well as a comparison/tracking of trends across periods. 

Whilst ratios can be a useful guide they do not provide a complete picture of the 

performance of a local government in the context of growth, disability factors and 

community expectations around services and asset levels of service. It should be 

remembered there are many indicators of the financial position of a local government 

and each ratio should not be considered in isolation. Rather, they should all be 

assessed in context of the particular local government’s circumstances and each 

considered as part of the picture. For example, there will be differences in the 

financial ratios due to the competing pressures and needs of growth local 

governments, versus established or even regional local governments. A growth local 

government’s asset sustainability ratio is commonly below the target threshold due to 

strategic financial decisions being made by those councils to invest the limited rate 

revenue available towards building new facilities for their rapidly growing populations. 

This capital expenditure is not factored in to the ratio and neither is their 

consideration given to the significant amount of depreciation required due to 

additional infrastructure assets contributed by developers. This is evidenced in the 

following commentary from the City’s auditors: 

Asset Sustainability Ratio  
AUDITOR COMMENT - The Asset Sustainability Ratio expresses capital 
expenditure on renewal and replacement of existing assets as a percentage 
of depreciation costs. It is used to identify any potential decline or 
improvement in asset conditions. A percentage of less than 100% on an 
ongoing basis indicates assets may be deteriorating at a greater rate than 
spending on renewal or replacement. This ratio has deteriorated further from 
last year and is trending downwards, and has been below the Department of 
Local Government, Sport and Cultural Industries target level of 0.90 for the 
last 2 years. An analysis of the City’s Statement of Comprehensive Income 
indicates the main reasons for the deterioration of this ratio to be: a) A 
significant reduction in the City’s capital renewal expenditure for the year. 
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This was due mainly to the City’s resources being utilised on the completion 
of the Calista Oval Destination Park and Kwinana Outdoor Youth Space 
Skate Park. Capital expenditure on new projects is not taken into account in 
calculating this ratio and may be a reason for short term fluctuations; and b) 
An increase in the depreciation expense from $12.5m to $14.4m for the 
current year. The increase was mainly due to additional infrastructure assets 
(in particular roads) worth $13.6m contributed by developers and the 
revaluation of buildings last year. To help the City maintain its assets base 
more effectively and improve this ratio, the above matters should be 
considered in the City’s asset management planning in the future.  

 

• Regulation 50 of the Local Government (Financial Management Regulations) 1996  

requires a local government to include in its annual financial report the following 

ratios: 

• current ratio;  

• asset consumption ratio;  

• asset renewal funding ratio;  

• asset sustainability ratio;  

• debt service cover ratio;  

• operating surplus ratio; and  

• own source revenue coverage ratio. 

• The formula for the operating surplus ratio is: Operating Revenue minus Operating 

Expense divide Own Source Operating Revenue, where:  

• Operating Revenue equals revenue that is operating revenue for the 

purposes of the Australian Accounting Standards, excluding grants and 

contributions for the development or acquisition of assets;   

• Operating Expense equals expenses that are operating expenses for the 

purposes of the Australian Accounting Standards; and 

•  Own Source Operating Revenue equals revenue from rates and service 

charges, fees and user charges, reimbursements and recoveries, interest 

income and profit on disposal of assets.  

The standards set by the DLGSC is that the basic standard is between 1% and 15% 

(0.01 and 0.15) and the advanced standard is greater than 15% (>0.15). 

In 2017/2018 the City recognised $12.1 million in gifted assets as a result of civil 

infrastructure being given over to the City as a result of development. The ratio 
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includes non-cash expenses which includes depreciation and profit and loss on sale 

of assets. The depreciation cost for the 2017/2018 financial year was $14.3 million. It 

is important for local governments to recognise that assets depreciate and there 

should be sufficient funds available for renewal and replacement of these assets. 

DLGSC states that this ratio indicates how much of a local government’s percentage 

of total own source revenue is available to help fund proposed capital expenditure, 

transfer to cash reserves or to reduce debt. However non-cash items are not required 

to be included in the calculation of a rate setting statement. The DLGSC require a 

rate setting statement, which determines how much rates income is required to be 

raised to balance a budget, to exclude non-cash items such as depreciation. 

However, by excluding depreciation from the rate setting statement yet including it in 

the operating surplus ratio, growth local governments in particular are penalised. 

 
• The formula for the asset sustainability ratio is: Capital Renewal and Replacement 

Expenditure divide Depreciation Expense, where: 

• Capital Renewal and Replacement Expenditure equals expenditure to renew 

or replace existing assets. In other words, it is expenditure on an existing 

asset to return the service potential or the life of the asset up to that which it 

had originally. It is periodically required expenditure. As it reinstates existing 

service potential it may reduce operating and maintenance costs; and 

• Depreciation has the meaning given in the Australian Accounting Standards. 

Under AASB 116 paragraph 6, Depreciation is the systematic allocation of the 

depreciable amount of an asset over its useful life. In other words, 

depreciation represents the allocation of the value of an asset (its cost less its 

residual value) over its estimated useful life to the local government.  

The standards set by DLGSC is that the basic standard is met if the ratio can be 

measured and is 90% (0.90) and the improving standard is met if the ratio is between 

90% and 110% (0.90 and 1.10).  

 

The DLGSC states that the purpose of this ratio is to indicate whether a local 

government is replacing or renewing existing non-financial assets at the same rate 

that its overall asset stock is wearing out. The City of Kwinana is a high growth local 

government and continues to work to balance the expectations of the community and 
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the services provided with the revenue sources available at the time. As the City 

continues to mature in its development and grows towards its projected population, 

revenue sources receivable through rates and other fees and charges income will 

also increase. More funds will be available for the renewal and maintenance of the 

assets, improving the above financial ratios. Currently the City’s focus is delivering 

the services that the growing community require and as the City’s operating income 

increases, greater investment in capital renewal and capital replacement will occur. 

Provided a local government can demonstrate how it will address the management of 

its assets through its Long Term Financial Plan and demonstrate that over time it will 

meet the required ratios then there should not be a requirement for corrective action. 

Asset management is best reflected in the strategic long term financial planning of 

the local government as opposed to a point in time measurement such as the asset 

sustainability ratio. 

• Ratios can provide useful information when compared to industry and internal 

benchmarks and can assist in identifying trends. Whilst not conclusive in themselves, 

understanding ratios, their trends and how they interact is beneficial for the allocation 

of scarce resources and planning for the future. However, where benchmarks are 

used to compare local governments, these comparisons may draw misguided 

conclusions and comparisons particularly where local governments are in differing 

stages of growth, service provision and community needs such as the difference 

between growth local governments, established and regional local governments. If 

benchmarks are to be used, a banding/typology approach should be utilised to set 

benchmarks that recognise these differences. Where a growth local government may 

fit into a particular band/typology that may not meet current ratio thresholds, they 

should be required to demonstrate that there is a long term financial plan for the 

future to show how and when their situation will move out of that particular phase and 

into the next phase of meeting the next band of benchmarks. Alternatively, the ratios 

should be presented in the form of a graph over the life of a local government’s long 

term financial plan, so that an accurate understanding of the robustness of the local 

government’s financial management can be attained, and a more relevant picture of 

the health of the local government’s management of non-financial assets can be 

established. The City of Kwinana has demonstrated this through the adoption of the 

City’s Long Term Financial Plan. 
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Hope Valley Redevelopment Act 2000  
The government decision to enact the Hope Valley-Wattleup Redevelopment Act 2000 

(the Redevelopment Act), which has seen the closure of the two townships was a 

warranted response given the proximity to industry and the health impacts 

reported.  However, in the intervening decades, the land has sat undeveloped.  Residents 

are rightfully frustrated with government about the inaction. While the proposal was for a 

market driven redevelopment, such a development is reliant on forward planning being 

completed and a profitable development sector, neither of which have been apparent in 

the area.  While the City has supported the State government’s efforts, in line with the 

expectations of the Redevelopment Act, the City has been denied any significant rate 

revenue from the area for over 20 years, however remains responsible for the maintaining 

of various assets in the region.  This pushes an unfair financial burden on to the already 

disadvantaged residential areas in the City, and the ability of the City to recover these 

costs through future development of the land is not possible due to the need for a nexus 

between planning conditions and the proposed development.  While it is not the intention 

of the City to advocate for a change to the nexus rationale in planning law, what is clear is 

that the State’s decision to rectify the poor planning decisions of developing the two 

residential townships has had a significant financial impact upon the City.  Mechanisms to 

minimise the rate loss incurred by the City should be considered in the context of major 

redevelopment projects such as this, as well as adequate funding to address the 

legitimate hardship claims of the remaining landowners.   

 
f) any other related matters the select committee identifies as worthy of 
examination and report 
Challenges working with State Government Agencies when Managing Roads 
Local governments are a significant manager of road and transport infrastructure within 

the State, with a greater length of road under the management of local government, 

than is managed by the State’s road authority.  Within local government, there is a 

substantial workforce of highly qualified road, traffic, pavement and drainage engineers, 

managing the network collectively, and often with information sharing partnerships with 

other local authorities and industry groups, such as the Institute of Public Works 

Engineers. 
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Despite the significant experience and expertise in road management, local authorities 

are not given the same expertise credit as Main Roads.  In particular, all approvals for 

statutory line marking and signage require approval of the Commissioner of Main Roads 

after following a convoluted process of approval.  While not being within the remit of 

Main Roads, the agency uses the requirement for this approval to require a local 

government to modify road geometry, in order for a line-marking and signage approval 

to progress.  In many cases, despite the expert opinion of the local government 

engineer, and often specialist consultants, an approval for a particular line-marking and 

signage regime will be refused on the whim of one of a number of Main Road’s Officers 

who need to endorse the plan.  Often, an Officer of Main Roads will require a completely 

different approach to a road issue, through the line-marking and signage approval 

mechanism, regardless of the desires of the local government and community for a 

particular outcome, and the expertise of the engineers who have developed the plan.  

Finally, despite having a significant effect on the largest road manager in the State, it is 

not the practice of Main Roads to consult with local government on policy changes that 

affect local roads, and it is often difficult to attain copies of policies and procedures. 

 

As a relevant example, Main Roads now has a policy that requires all intersections to be 

controlled with a roundabout, as a priority over traffic signals.  Even where a number of 

independent experts agree that a signalised intersection is a superior solution, a local 

government is now required to complete a full design of a roundabout, in order to build a 

case for a signalised intersection.  In the case that Main Roads concedes that a 

signalised intersection is appropriate, there is now a requirement to complete a three-

phase approval process, requiring the development of a number of traffic models (this 

has increased from a single submission of a traffic model).  As a result of this policy 

change (which was not the subject of industry consultation), a basic project to address 

safety at an intersection through signalisation (including minor modifications to an 

existing signalised intersection), will cost an additional $100,000 to $200,000, with the 

only purpose of this additional cost being to navigate the new system of achieving a 

signalised intersection approval.  The power of a State agency to require a significantly 

experienced and qualified industry to use a particular approach to managing local roads 

is inappropriate.  Local government have the responsibility for local roads and are 
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accountable to their communities for the management of those roads.  The decision of 

the right intersection treatment or road treatment is for the local government to make, 

and should not be forced through the power of a State agency to issue an approval, 

which otherwise represents a small part of the capital investment. 

 

Ideally, this issue will be addressed through the introduction of an appeal process to the 

State Administrative Tribunal (SAT).  This approach would allow an independent umpire 

to weigh the advice of experts in order to make a reasoned decision.  The introduction of 

an appeal right should ultimately reduce approval costs, as it will encourage negotiation 

and reasoned consideration by Main Roads.  Such an approach should also accelerate 

adoption of new approaches to road safety, and move the State government from 

trailing at a national and international level, to being an early adopter of innovation. 

 

A second struggle for road managers is working through the approval processes of the 

Public Transport Authority (PTA) around railways.  The PTA appears to have a poor 

culture of service to the community of Western Australia, with their sole focus being on 

limiting the interaction of other agencies with rail infrastructure and land, even to the 

obvious detriment of a local community.  This approach by the PTA extends from minor 

road upgrades over existing level crossings and minor footpath connections, to the 

construction of shared paths on PTA land on the location of an existing well-used 

‘community’ track.  The PTA arbitrarily creates rules and requirements to hamper 

approvals to undertake work, and it is common practice for the PTA to specifically 

document all requirements of an approval, and then require new things to be 

undertaken, once the previously agreed requirements are met. 

 

As with the approach with Main Roads, it is recommended that PTA approvals be 

subject to appeal to the State Administrative Tribunal.  This approach will ensure the 

standards required to maintain safety around railways are maintained, and will ensure 

the enforcement of reasonable railway policy, while ensuring timely decisions in 

accordance with a reasonable documentation process that is not subject to arbitrary 

change.  Such an approach will result in a reduction in costs to the Western Australian 

community, through reduced approval timeframes, and a manageable cost to achieve 

an approval, while maintaining railway safety.  Although this approach is likely to result 



  Page 23 of 24 
 

in many appeals to SAT, ultimately, the appeal mechanism will result in the PTA 

adjusting its approach to approvals such that they are a facilitator and a part of a 

community focused government.  The right to appeal to SAT will also be beneficial to 

Main Roads who can have similar struggles working with the PTA. 

 

Other comments: 

• The City of Kwinana is amongst the most culturally and linguistically diverse 

municipalities in the Perth metropolitan region as an area of high refugee settlement 

in Western Australia. The change in diversity in the population has occurred 

extremely rapidly over the past five years, with no advance notice and little to no 

support being given with respect to the provision of services to welcome people from 

different cultural backgrounds and language skills into the community.  The City 

responded with the provision of additional services, such as English as a second  

language classes and job skills workshops, and also mobilised the community sector 

to welcome and support incoming families.  The City’s response was a responsible 

approach by a local government in the circumstance.  However, ultimately this role 

should have been funded by the State and Federal government, rather than the 

already disadvantaged ratepayers of the City of Kwinana. The compounding effects 

of this rapid influx of population from overseas countries has increased the social 

incongruence being experienced by young people, resulting in a continued need for a 

range of support services, which are also currently being funded by the local 

community, but will ultimately result in future savings to the State.    

 

The City of Kwinana continues to perform strongly for its community, with the City’s 

Community Services and Wellbeing Scorecard showing the City exceeding the industry 

benchmark in 43 out of 48 measures. These results, and the various highlighted examples 

within this submission, demonstrate that the City of Kwinana, along with other local 

governments, are continuing to provide positive outcomes for their community. 

 

For further information in regards to this submission, please do not hesitate to contact the 

Chief Executive Officer, City of Kwinana, at admin@kwinana.wa.gov.au. 

 

Yours faithfully 
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City of Kwinana 




