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Workforce profile
Across our participating WA councils, the median 5.2 FTE per 1,000 residents has fallen

5.5 FTE from 5.5 in FY17. Employee costs per 1,000 residents have also fallen, with a WA council
per 1,000 median of $496k, and represent a high 39% of total operating expenses, the only
residents participating council jurisdiction result higher than the overall average result of 35%.
There is minimal outsourcing spend on all service areas, comprising just 17% of total
operating costs, but this is up from 15% in the prior year.

Gender diversity

WA councils employ 49% women across the overall workforce, higher than the overall
average of 46% across the survey population. In spite of this, we see a median of just
29% of managers and above represented by women (unchanged from the prior year)
indicating limited proportional progress of women into leadership roles. In
comparison, SA have a median of 33%, NSW have 31%, and NZ councils stand out
with 39% of managers and above represented by women..

Staff turnover in the first year of employment
A year ago there was no distinction between the genders in the median year one staff
turnover rate. However, a gap now exists for WA councils, with men more likely to
leave in their first year of employment; with a median of 20% (up from 17% in the
prior year), compared to 16% for women. Encouragingly, the rate at which women
depart in their first of employment is declining, especially when compared to the high
rate of 23% in FY16.

Talent strategy focus
We have seen an increasing focus on ‘productivity via automation and technology’ in
\ the talent strategy across WA councils, with 57% placing importance on this area, up
; from just 31% in FY16. Opportunities do exist to increase the focus on targeting the
pipeline of future leaders as part of the talent strategy, where we see just 39% of WA
councils focusing on this area, compared to 57% of NZ and 52% of NSW councils.

Potential retirements

WA councils are starting to plan for the next generation of leaders, with 21% now having
established a formal succession plan (up from 13% in the prior year). This is a crucial
first step in addressing the fact that 64% of the current WA CEOs, and 34% of the
current WA directors will have the option to retire in the next 10 years. Planning is
required to seamlessly transfer the deep industry knowledge to the next generation of
leaders, and will require focus, new initiatives and a collective approach between the
generations.

g Role of finance

= - It is encouraging to see 78% of WA councils with a CFO who is part of the senior

= leadership team. However, the finance functions within WA councils are focused on
the more traditional operational finance activities, with 61% of finance effort allocated
to transactional and 20% to compliance tasks. The value—adding business insight
focus only consumes 19% of finance effort, compared to 27% in SA and 30% in NZ
councils.

Collection of rates and annual charges

L WA councils have a progressive approach to optimising working capital by
4 incentivising ratepayers to pay their rates upfront. We observe WA councils collecting
® 61% of their total rates and annual charges by the end of quarter one, compared to 36%

in NSW councils and 31% in SA and NZ councils.




WA FY18 local government highlights

Effectiveness of IT systems

Although a high 82% of WA councils have a either a formal or draft IT strategy, we
note that 21% of WA councils identify widespread dissatisfaction with functionality
and quality of information from their IT systems; this has increased from 13% a year
ago and is more than four times higher than the other participating council
jurisdictions. A further 7% have concern about the ability of their IT systems to meet
business needs.

IT priorities over the next three years

There has been a substantial decrease in focus over the past year on ‘business as usual’
technology maintenance, 32%, down from 55% in the prior year. As a result, we see an
increase in the focus on cyber security implementation (58%, up from 42%) and
improve staff collaboration within the office (50%, up from 26%). Interestingly, the
58% of WA councils focused on eyber security, an area of great importance for all
organisations, stands out compared to just 31% of NSW and 9% of SA councils.

Online customer self-service

WA councils are more likely to offer the community the ability to make online
payments (93%) and perform online library services (86%, up from 74%). We have
also seen more WA councils now offer residents online application tracking (43%, up
from 32% in the prior year) and development planning (50%, up from 32%).
Although there has been an increase in online service requests (64%, up from 48%)
opportunity still exists compared to NZ (90%) and NSW (78%).

Service reviews

This year we see a higher proportion of WA councils conducting at least one service

review, 54% (up from 48% in the prior year) as well as improved reporting of the

outcomes to senior management, at 36% (up from 29%). WA councils focused

predominantly in areas such as IT (36% performed at least one service review in this
- = area), aged care (35%), swimming pools (35%), HR (33%) and enforcement of regs
= : and animal control (30% of councils).

Service delivery

Looking at services that most WA councils have in common, and are outside the essential
high cost delivery of waste and roads, we observe $136 per resident in parks and gardens,
$49 in cultural and community services (CSC), $48 in town planning, and $39 in
libraries. We note that WA councils spend substantially more on parks ($136 per
resident), compared to $80 in NSW and $98 in SA councils.

Risk management

There is an opportunity for WA councils to increase focus on managing risk, being the
only participating jurisdiction with less than 90% of councils having an approved risk
management policy in place, at 89% (down from 94% in the prior year). We have also
seen a decrease in WA councils reporting risks to councils at least quarterly (53%,
down from 62%), with more moving to an ad-hoc basis. We do note a slight increase
in the percentage of WA councils carrying out some form of internal audit (71%, up
from 68%), this can be increased to further mitigate risks.

Asset management
It is encouraging to see 64% WA councils with a strategic asset management plan that
o links to the financial long term plan (up from 52% in the prior year), although there is
it - “ . still room for improvement, compared to SA (96%) and NZ councils (90%). The
R remaining 36% of WA councils have noted the plan is in development. We also note

82% of WA councils either have, or are developing, a maturity rating model.
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Definitions

Sharing results with third parties

This report has been provided to each participating council so that a participating council can understand how it compares to the aggregated
findings and for no other purpose. The report is intended for the participating council recipient only.

This report, including all data and comparative insights contained in it, is confidential to PwC and the participating council. Except as set out
below, the report should not be disclosed in whole or in part to another person unless agreed with PwC and the council.

As agreed in the survey agreement with the participating councils, each participating council is permitted to share the report with third parties
as part of a council meeting, on a council website, or with other Participating Councils provided it is shared in its entirety and the following
words are included with the report when the report is provided:

“The information and/or metrics referred to are extracted from the Australasian Local Government Performance Excellence Program
survey (survey) conducted by PricewaterhouseCoopers and commissioned by LG Professionals, NSW. The survey was not conducted for the
specific purposes of the council and was limited to only the councils who participated in it and based on the data they provided. The
reliability, accuracy or completeness of this information has not been verified by PwC, LG Professionals, NSW or any other person.

Accordingly, no one should act on the basis of this information and neither LG Professionals, NSW nor PwC accept any responstbility for the
consequences of any person’s use of or reliance on this information or any reference to it.”
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PwC and LG Professionals, NSW are pleased to release the sixth report as part of the Australasian LG Performance Excellence
Program. We extend a warm welcome to our new councils across all jurisdictions.

The purpose of the program is to assist councils better communicate, control and manage their internal business performance with
their stakeholders through the use of comparative data analytics. During the program, PwC collects data from participating
councils and then transforms this data into key metrics, identifying trends and observations that focus on operational and
management excellence.

The benefits to councils include the ability to monitor and manage their internal business performance over time, as well as
improve the prioritisation of change based on data-driven decision making. Each year councils obtain a report with customised
charts and contextual commentary as well as access to the interactive data explorer platform.

In providing the current comparative insights, PwC is drawing on its extensive experience with local government and in developing,
delivering and analysing a variety of business process data collections across multiple industries. The process we undertook to
produce this customised insights report for each participating council is outlined below.

How the report was produced:

« 65 NSW councils, 21 NZ councils , 23 SA councils, 28 WA councils, 1 ACT and 1 QLD
council participated in the FY18 program. For the purpose of maintaining anonymity, we
have included the QLD and ACT council data as part of NSW.

« The data collection comprised of quantitative and qualitative data elements.

« Throughout the process, each council’s identity and information was kept confidential via
PwC’s secure online platform, Datapoint.

» The data collection for the 2017-18 financial year was launched in July 2018, and data
was collected and amended over a four month period using Datapoint.

Data
collection
and

submission
feedback

« After the initial data submission, councils received a data submission feedback pack
highlighting their key metrics in chart format so they could check and verify the data.

« Councils had an opportunity to amend their data before the council-nominated
'Superuser' approved the final submission.

« Individual council results were known only to the members of the PwC analytics team
working on this engagement.

 Once the data collection and feedback period finished, the PwC analytics team began its
extensive analysis of the data set.

« To enable relevant comparisons, we adjusted financial data for NZ councils to reflect A$
using the average NZ exchange rate across FY18.

» Subject-matter experts from PwC and LG Professionals, NSW guided the interpretive
analysis and provided commentary on the results, as well as insights drawn from the
global PwC network.

The results reflect the 2017-18 financial year, based on data collected from all 139
councils.

« Each participating council has received a customised insights report that compares its
business performance to that of the survey population across a range of areas.

a » The reports are presented in a non-identifiable way; councils only see their results in
Rep Ol'tlllg relation to the sample population.

and data These insight reports represent a starting point for further discussions, rather than a
explorer conclusive assessment in any particular area.

website J# Along with this report, councils will be able to further explore, filter, compare and extract
key metrics using the Council Comparative Analysis Tool (CCAT), accessed via Datapoint
Explore.

Councils that subscribe to the Council Comparison Window and give their consent for other
councils in their nominated region/cluster to view their results, will also have access to this
view within the CCAT.

6 | PwC



This insights report is based on data collected from 139 councils across Australia and New Zealand. Throughout this report,
participating councils have been identified by their jurisdiction, size of the resident population (small, medium or large), and the
type of council (metro, regional or rural).

To group councils by size, we used the estimated 2017 resident population provided by the Australian Bureau of Statistics (for
Australian councils) and the 2017 resident population provided by Statistics New Zealand (for NZ councils). Councils have been
classified as Large if they have more than 100,000 residents, Medium for residents between 10,000 to 99,999, and Small for fewer
than 10,000 residents.

To classify councils as either Metropolitan, Regional or Rural, we used the Office of Local Government allocation for NSW councils,
and for WA, SA and NZ councils we consulted LG Professionals, WA/SA and SOLGM and allocated councils as follows: Metro
councils are typically city councils; Regional councils are the next tier, located outside the main cities, with a reasonable sized
population; and Rural councils are generally small and not considered a regional centre.

» Percentage of survey population

New South Wales 48%
New Zealand 15%
South Australia 17%
Western Australia 20%
n=139

*Includes 1 QLD council and ACT

» Percentage of survey population

. . Large councils 20%
Participant EESENISES! °
breakdown _ _
. Medium-sized councils 64%
by size of (> 10,000 residents) ’
council _
Small councils 16%
(< 10,000 residents) ¢
n=139
» Percentage of survey population
Participant Metropolitan councils 30%
breakdown
by type of Regional councils 40%
council
Rural councils 30%
n=139
» Percentage of survey population
$0 - $20m 9%
Participant [ 30%
breakdown $50 - $100m 22%
by revenue*
$100m - $200m | {25%
$200m+ 14%
n=139

* In Australian dollars
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The Australasian LG Performance Excellence Program FY18 is customised for individual survey participants. All charts within the
report represent the individual council’s results relative to the survey population that responded to that particular question.

The commentary provided in the report has been prepared for the overall program and while it does not change for each council, it
should provide relevant information to help each council understand the context of its own results.

For each response to a question, your council’s input is displayed in red (indicated by the legend). To help you understand changes
from the previous report, the majority of charts within this report also show the results from the prior financial year, for your

council and the survey population.

If no input was recorded by your council for this year and/or last, the red indicator will be missing from the charts and the result

for the overall population will be displayed.

We have developed some customised charts for this report, to allow us to convey rich and detailed information. We have provided
further explanation below on how to interpret the distribution and bubble charts throughout the report.

Example Chart 1.1

The grey bars represent each
participant. In some cases not all
markers are visible, eg. if calculated
metrics are close together.

The red call-out and dotted
line indicate your council's
current year result

The red call-out indicates your council's prior year
result. The pink call-outs represent the median result
for the survey population in the prior year

/

FY17
V¥ Type of council | 12.0%
1 Median result (12.5%)
Metro | ‘ \ 13.5%
1 Median result (11.6%)
Regional || II I ll ‘ | II | 10.4%
1 | Median result (10.6%)
1
Rural JUNIH [N R 9.7%
1
I T T T T T T T T 1
0% 5% 10% 15% 20% Z\SK 30% 35% 40% 45%
« | | >
36% of all respondents 64% Qf all respondents The median or point in The 'n' value indicates the
are equal or lower are higher the middle of the number of respondents tothe | _ 139
survey population question in the current year n=
Example Chart 1.2
The red text indicates your Red text indicates your
) council's prior year's selection council's location, type or size
The red outline
indicates your ‘ _
council's current |~ | e
year selection ~_ Survey Population [ NSW /// NZ SA WA
\\\ ' -~
/
Formal IT strategy ” 6 @ e
/
57% (V) - 55% (A) : 64% (V) : 57% (V)
Draft IT strategy @ @ @
27% (A) 29% (m) P 23%(A) 26% (A)
IT strategy does not ; : .
exist, or unable to say
16% (V) 16% (V) 13% (V) 17% (V)
n=139
~__ The 'n' value indicates the

year results

Survey population prior

8 | PwC
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Example Chart 1.3

The red bubbles
indicate your

The overall survey population's
current year result

The survey population's current year results
identified by location, size or type of council

council's current
year result(s)

~ Sample Council

Customer
Service
: 25% (A)

Finance @
P 24% (V)
Human
Resources
19% (V)
Information
Technology
_32% (A)

i Survey Population Large Medium /ma

26% (m) i 23%(A) P 20%( B 36%(
% @
31% (A) T 27%(A) o 32% ( 42% (
17% (V) Eo21% (V) 14% ( 13% (V)
26% (A) 29% (A) 25% ( 9% (w)

\ n=139

i /

The red text is your council's
prior year result(s)

\ The survey population's
prior year results

The 'n' value indicates the number of
respondents to the question in the current year

The symbol in brackets indicates
the direction of change from prior
year results

Before reading this report, it is important to note that it is not an in-depth customised analysis or review of each council’s business
operations. Instead, it reflects your council’s results in relation to the total survey population. Participating in the LG performance

excellence program should allow councils to:

» Evaluate their own practices to better understand current operational and management performance

« Identify areas of focus when striving to optimise operational excellence

» Understand how businesses — and in some cases international businesses — perform in terms of workforce, operations and finance

using results from similar surveys conducted by PwC globally.

Disclaimer :

PwC has not verified, validated or audited the data used to prepare this insights report. PwC makes no representations or warranties
with respect to the adequacy of the information, and disclaims all liability for loss of any kind suffered by any party as an result of the
use of this insights report. The intellectual property in this report remains the property of PwC
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Workforce

18%
staff turnover rate

in the first year of
employment

31%
median proportion

of female managers
and above

597
of CEOs will have

the option to retire
in the next ten years




City of Joondalup's FY18
workforce profile at a
glance

Metro council

Large council

Your FTE and employee costs
)
Who joined and who left your council during FY18 ?

7.9% Staff turnover

! 45 New starters @ 51  Leavers

i R\

Leavers

1 1
1 1
New starters . I I II . i lI I . il . .
1 i Il N II HT I| ! illl T101 1 | BT
1 1
1 1
1 1

<18 20 22 24 26 28 30 32 34 36 38 40 42 44 46 48 50 52 54 56 58 60 62 64 66 68 =70

| |
GenY i Gen X i Baby boomers
| |

Does your council have a gender-diverse workforce ?

o/ ofvyour employees of your employees at &
52% a{g womerf J £ 30% manager level and
above are women

Baby boomers CEO

(1943-1966)
Director

Generation X Manager
1967-1980
D) Team Leader

Generation Y Supervisor
and younger
(post 1980) Other staff

B Female




Workforce

City of Joondalup

Workforce Trend Summary

® WA Survey population

Change from

. FY16 FY1 FY18
@ City of Joondalup 7 FY17 to FY18
6.5
55 52 A02
1. FTE per 1,000 residents
© o— —0 v0.3
3.9 3.9 4.1
41%
o. Remuneration as a percentage of 40% 40% V1%
ratin n
operating expenses 0 0 Vi
39%
$1,178
) V$1
3. Overtime A$ per FTE $1.023
o— $879
$880 $877
5.3 5.1 5.4
4. Span of control ('Other staff' per *— — = ® A0.3
manager) ®
o— —— 37 A0S5
3.3 3.2
24%, 25% 25%
4. 0,
5. Rookie rate (percentage of new ® ® V3%
employees in past 2 years) P o .
0,
15% ° 13%
16% 15% 16%
o— —0 A1%
6. Staff turnover rate
® —— ® A1%
8% 7% 8% ’
17% 18% 18%
4. 0,
7. Staff turnover rate in first year of ® 4 A3%
employment
poym 9% 12% m 0%
3%
24%
20% 20% A5%
8. Gen Y staff turnover rate : : ‘
16% 16% u 0%
1%
15% 14% e AT1%
9. Female staff turnover rate ® —
® —— ® A 3%
8% 7% 8% ’
15% 15% 16% 1
F . 0
10. Male staff turnover rate ¢
® —— ® A1%
8% 7% 8% ’
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Workforce

| Workforce Trend Summary

City of Joondalup
® WA Survey population
. FY16 FY17 FY18 Change from
@ City of Joondalup FY17 to FY18
o 29% 30%
28% ‘=. A1%
11. Female managers and above . 29% 29%
m 0%
21%
45% 44% 44%
@ ‘ . | 0%
12. Baby boomer employees .\.\.
40% 38% V3%
35%
36%
349, 35% 0%
13. = ° %4:
3. Gen X employees 35% 35%
A1%
33%
29%
26% 27|% —0 m 0%
14. Gen Y employees ®
— — L) A2%
22% 21% 21%
9%
. 8% 8% A1%
15- Workforce with more than 8 weeks of
accrued annual leave 8%
7% u 0%
6%
. 12% 12%
16. Workforce with more than 12 weeks of 1.0 h____—@ ® 0%
accrued long service leave
4 4 @ m 0%
6% 6% 6%
70 7.5
L : —0 AO.
17. Median sick leave days taken across 6.4 —— 05
our workforce ® PY
y o— —O— A04
54 53 5.7
$975 $977
.. $903 AS77
18. Actual training spend per FTE (A$) $963
$886 A$2
$828
98% 100% 97%
. . 9
19. Supervisors and above with a formal *— ¢ —0 V3%

annual performance appraisal ._/_.——.
82% 83% A1%

. 99 v3
20.Lost time injury days per 100 83

employees 86 86 Va7

62
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Workforce

Employee costs

In service-based organisations, employees
are vital to the organisation’s success. It is
critical to create a workforce of highly
engaged, motivated people. Leading
organisations foster a culture of
innovation and a customer centric
mindset. High performing employees
anticipate customer needs and look for
creative and innovative ways to delight
and engage with the community they
serve. People represent the largest
expenditure area, and are the most
important productive asset, of each and
every council. Our findings show that the
overall median council total employee
costs (ie. the employed workforce

measure) remain constant when compared

to the prior year, comprising 35% of total
operating expenses.

However, at a jurisdiction level we find
that there has been a consistent decrease
in the median result in NSW, WA and SA
councils, compared to an increase in NZ

councils; the first increase in two years for

NZ, from 22% in both FY16 and FY17 to

Workforce structure and cost impact

25% employee costs as a percentage of
FY18 operating expenses.

This is a complex metric that incorporates
a number of factors that can impact,
including wage growth levels, a change in
the level of services outsourcing versus
insourcing, and a change in the workforce
size or staff level/skills mix, all of which
can be at a different rate of change to
overall cost growth.

We observe continued differences in the
extent of outsourcing between Australian
and NZ councils, with NZ councils
reflecting 29% of operating expenses
attributable to the outsourcing of services.
In comparison, across Australian councils
this proportion ranges from 15% in NSW,
to 17% in WA, and 18% in SA councils.
Interestingly, these outsourcing results for
Australian councils have increased in the
past year, which may go some way to
explain the downward impact on the
median employee costs as a percentage of
operating costs.

Closing FTE

per 1,000 residents

)y

Figure 1.1: Employee costs as a percentage of total operating expenses (type of council)

V¥ Type of council

FY17

41%

1
Metro median (39%) 1
NIRRT
Regional median (34%) 1
Regional | ||| I | “ E 35%
Rural median (33%) 1
1
Rural (IR0 LN I 32%
T T T T T T T T i T T T T 1
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65%
« >
83% of all respondents | | 17% of all respondents
are equal or lower are higher n=139
Figure 1.2: Employee costs as a percentage of total operating expenses (council jurisdiction)
FY17

¥ Council jurisdiction

NSW

NZ median (25%)

NZ

SA

WA

NSW median (35%)

I
SA median (34%)

1 1
WA median (39%) |!

41%

37%

22%

35%

40%

[ T
0% 5%
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T T T T T T 1 T T T T 1
10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65%
>

«

83% of all respondents | | 17% of all respondents

are equal or lower are higher
I Survey Median
population

n=139

B City of Joondalup



Workforce

Overtime

While the use of overtime can assist in
managing seasonal and unexpected
workload fluctuations, councils need to
ensure it is managed efficiently and used
as a short term solution, otherwise it could
result in a significant drain on council
funds and staff morale.

In FY17, we reported a steady decline
(since FY15) in the median council spend
on overtime for permanent and fixed-term
contract employees as a percentage of total
salaries and wages. However, in FY18 it
has shifted upwards from 1.8% to 2%,
compared to the prior year.

NSW councils are driving this upward
shift, with overtime now representing
4.0% of total salaries (up from 3.8% in
FY17 and 3.6% in FY16). The NSW result
remains substantially higher than NZ
(0.7%), SA (0.8%) and WA (1.2%) council
median results.

Interestingly, this could be explained by a

Workforce structure and cost impact

combination of the increased turnover rate
across NSW councils (14.1%, up from
12.2% in FY17), and yet a minimal
headcount change of 0.8% growth,
consistent from last year. NSW councils
need to identify if there are pockets of high
overtime in different departments or is it
spread right across the council, and then
determine if the use of overtime is an
appropriate resourcing strategy.

Looking at in another way, we observe a
rising NSW median council overtime
spend per FTE of ~A$2.9k (up from
~A$2.4k last year), compared to the
median SA council, with just ~A$700 and
the median WA council, with ~A$900. NZ
councils continue to operate with the
lowest median spend of ~A$500 per FTE.
These differences are likely due to the
difference in the industrial salary awards
across the Tasman, and the much higher
rate of NZ outsourcing within some
services or corporate functions that

traditionally utilise overtime as a
necessary part of the resourcing strategy.

The Council Comparative Analysis Tool
provides councils with the ability to create
their own comparative groups to assess
their use of overtime.

Your FY18
overtime spend
per FTE was

$879

WA
councils’
FY18 median
overtime spend per

FTE
$877

Figure 1.3: Paid overtime as a percentage of total salaries and wages (council jurisdiction)

FY17
V¥ Council jurisdiction w
1
1 NSW median (4.0%)
1
NSW I ! LA (I ETTTE 3.8%
NZ median (0.7%)}] 1!
NZ N i | 0.7%
SA median (0.8%) :
SA | I|I bl | 0.8%
' WA median (1.2%)
WA Il I' || | 1.4%
I T T T T T T T T T 1
0% % 2% 3% 4% 5% 6% 7% 8% 9% 10% 1%
< >
34% of all respondents | | 66% of all respondents
are equal or lower are higher n=139
Figure 1.4: Overtime spend per FTE (A$)
FY17
$879
V¥ Council jurisdiction $880
1
1 NSW medlan ($2,899) |
1
NSW LN TEI M I 52,388
NZ median $515 1
NZ 1 ! | $436
SA medlan ($703)) 1
SA | ! $635
WA median ($877)
WA 1Nl | $1,023
I T T T T T T 1
$0 $1 ,OOO $2,000 $3,000 $4,000 $5,000 $6,000 $7,000 $8,000
< >
38% of all respondents | 62% of all respondents
are equal or lower are higher n=139
| Survey | Median m City of Joondalup
population
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Workforce

Agency Staff

Agency staff provide councils with the
ability to access additional resources, skills
and expertise and can serve as part of an
alternative resourcing strategy rather than
utilising overtime or base level resourcing
to assist with seasonal workflow
fluctuation.

Our median results show an increased use
of agency staff this year, with agency staff
costs representing 1.7% as a percentage of
total employee costs (up from 1.1% in the
prior year). Metro councils continue to
rely more heavily on agency staff (2.7%
median spend, up from 2.4% in the prior
year), compared to regional councils
(1.8%, up from 1.1% in the prior year).
Given more than 60% of rural councils do
not use agency staff, we continue to see a
median of 0%, principally because this
type of resourcing is generally not
accessible in these areas.

Our survey results also continue to show
the clear distinction between Australian
and NZ councils in the use of agency staff.

Workforce structure and cost impact

More than half of the surveyed NZ
councils reported zero agency spend in
FY18, explaining the median result of 0%.
In contrast, we observe SA councils most
likely to use agency staff, with 2.2%
median agency spend as a percentage of
total employee costs, albeit a decline from
2.6% in FY17.

WA councils, for the first time since
joining the program in FY16, have an
upward shift in the median result, with
1.7% agency staff spend percentage (up
from 1.2% in FY17 and FY16). Likewise,
the NSW council median result has also
increased, with 1.8% (up from 1.6% in
FY17).

It is important that clear policies and
procedures on the use of agency staff are
established and agreed. In addition,
consideration must be given to the correct
balance between the investment and
development in a councils own workforce
and the use of agency staff.

Key considerations

 Are you actively assessing why
overtime is occurring? And
monitoring overtime levels by
staff level, service area and
manager group?

Are you providing staff with
the right training and
technology to reduce
unnecessary overtime?

If you are using agency staff,
do you regularly monitor the
costs incurred, especially
across the different service
areas?

Have you recently reviewed
your agreement with your
preferred recruitment
agencies to check you have
negotiated fair and
reasonable rates?

Figure 1.5: Agency staff spend as a percentage of total expenditure on employees and agency staff (type of council)
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Figure 1.6: Agency staff spend as a percentage of total expenditure on employees and agency staff (council

jurisdiction)
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Workforce

lOrganisational design

Span of control

The shape and size of a workforce is often
influenced by the complexity and volume
of work, and the associated risk levels
involved when performing certain tasks.
By determining the optimal team
structure, teams and management can be
better equipped with a blend of skills; both
technical delivery and management
experience.

Our ‘span of control’ metric can be used to
monitor management overhead, as it
measures the number of non-managerial
employees (‘other staff’ in our survey) as a
ratio of employees with management
responsibility (‘supervisors and above’ in
our survey). A higher span of control
indicates reduced layers of management,
which at its best can give staff more
autonomy and on-the-job career
development opportunities.

The overall median span of control, of 3.4,
remains low with no movement since the
prior year, suggesting minimal movement
in the management layers.

FY18 median
span of control

N

SA councils, now in their second year of
the program, continue to operate with less
management layers, compared to other
Australian councils, with a median of 3.9
‘other staff’ per supervisor and above (up
from 3.6 in FY17). On a positive note, we
also see a slight shift to flatter
management structures in WA, and to a
much lesser degree across NSW councils.
The WA council median now sits at 3.7
‘other staff’ per supervisor and above (up
from 3.2 in FY17), and 3.3 in NSW
councils (up from 3.1 in the prior year). NZ
has remained constant, with a median of
4.0.

We continue to see large councils being
more likely to have larger spans of control
by taking advantage of their geographic
location and scale of operations. However,
their median span of control result has
been declining since FY15, when it was 4.8
‘other staff’ per supervisor and above, but
it nows sits at at 3.9 (down from 4.0 in the
prior year). Some ‘grade inflation’ may be
occurring within the stable workforces of
these councils - an issue to watch as it

Jor councils

4.0

FY18 median
span of control

54

'other staff” per

drives cost pressure without necessarily
impacting the potential output of the
workforce.

The median span of control in small
councils has been steadily climbing since
FY15 when it was 2.5 ‘other staff’ per
supervisor and above, but it has now
remained stable at 2.9 for the past two
years. We encourage councils to consider
the optimal span of control for their own
circumstances, acknowledging the
potential benefits such as increased
productivity, improved career paths and
faster decision making. By increasing the
speed of decision making, councils can
enhance their responsiveness to changes in
community needs and requirements.

Definition

Span of control: Total number
of 'other staff' per manager

(defined as supervisors and
above).

FY18 median
span of control

3.4

'other staff” per

Figure 1.7: Span of control ('other staff' per manager)
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Workforce

lOrganisational design

Staff level mix

The charts on this page further explain
span of control and enable councils to
better understand how their staff level mix
compares to the survey population, as well
as size of council.

Following on from our analysis on span of
control, we see a higher proportion of
supervisors and above in small-sized
councils, representing around a quarter of
the total workforce, compared to 20% in
large councils and 22% in medium
councils. This result is expected due to the

smaller functional team sizes that
invariably exist within small councils.

It is important to consider the optimal
staff level mix. While a higher
proportion of supervisors and above
provides increased expertise and
experience within each function, an
increase in ‘other staff’ may provide
greater development opportunities for
less experienced staff, providing
opportunities for exercising their
innovation, creativity and skills.

Figure 1.8: Staff level split

Key considerations

« Have you considered your key
management personnel risk?
Are you building an adequate
pool of talent and sharing
knowledge across the teams?

Have you designed
meaningful roles at each level
taking into account
experience and staff
satisfaction?

« Are there opportunities to
broaden the roles of managers
so they can operate at a high
capacity across a range of

» Percentage of survey population FY17 areas, while Strengt_hening
19 career paths and skills?
0
CEO & Director 11%
4%
6%
Team Leader 6%
9%
Supervisor 7%
80% Survey population
Other Staff 84% 79% . y
. M City of Joondalup
n=139
Figure 1.9: Staff level split (size of council)
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Workforce

Rookie rate

The median rookie rate — the proportion
of employees who are new to councils in
the past two years — continues to remain
stable at 23%, consistent with both FY17
and FY16.

For the first time since FY16, we observe a
slight increase in the management rookie
rate, with 16% of supervisors and above
having less than two years experience, up
from 15% in the prior year. This indicates
a potential trend towards a newer
workforce resulting in an injection of new
and varied management capabilities.

The median rookie rate for supervisors
and above in NSW and SA councils is 13%;
the NSW median has increased from 11%

ey

Median survey rookie
rate for supervisor

Don'’t fall short on new talent

in FY17, while the SA median remains
unchanged. It appears that both NSW and
SA councils remain less likely to integrate
new management talent into the existing
workforce when compared to NZ councils
(23%) and WA (26%) councils.

We acknowledge the need to maintain a
reasonable level of management stability
in order to retain organisational
knowledge and relevant experience.
However, this needs to be complemented
with the potential benefits that come from
introducing new talent especially when
this alters team dynamics leading to fresh,
innovative ideas.

and above

3,

23

Your overall
rookie rate is

13%

PwC’s 21st Annual Global CEO Survey,
which surveyed 1,293 global CEOs in 85
countries, shows that ‘the availability of
key skills’ remain at the front of CEO’s
minds, with it sitting in the top 4 threats to
growth prospects (along with over
regulation, terrorism, cyber threats and
speed of technological change). Of the
CEOs surveyed, 79% said they are
somewhat concerned about the availability
of key skills, including 38% who are
‘extremely concerned’. This concern is
steadily increasing as process automation,
artificial intelligence and new technologies
are becoming more prevalent than ever.!

Definition

Rookie rate: Proportion of

staff who commenced in the past
two years.

The median

survey rookie
rate is

23%

Figure 1.10: Rookie rate by staff level (proportion of staff who commenced in the past two years)
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1 PwC, 2018, 21st Annual Global CEO Survey, ‘The Anxious Optimist in the Corner Office’.
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Workforce

Corporate services rookie rate

In our program we focus on four corporate
services areas — customer service, finance,
HR and IT. The spread in median rookie
rate has increased from prior year, ranging
from 20% in finance, 22% in IT, 25% in
customer service and up to 28% in HR.

This surge in the median HR rookie rate of
28%, up from 20% in the prior year, aligns
to a corresponding rise in the median HR
turnover rate (14%, up from 9% in the
prior year), suggesting a level of
replenishment, as opposed to an
acknowledgement of the need for fresh HR
talent.

Definition

Rookie rate: Proportion of
staff who commenced in the past
two years.

Don’t fall short on new talent

The customer service rookie rate has
increased steadily over the years, with a
median rookie rate of 18% in FY15, 20% in
FY16, 23% in FY17 and increasing further
to 25% in FY18. While some of these
historical increases may have been a
reaction to increased turnover, in FY18 the
customer service turnover has remained
stable, therefore the increase is likely a
result of new talent recruitment.

Key considerations

Councils should consider how they deal
with a rising rookie rate in different areas
of the organisation. This is especially
important when it comes to the sharing of
the ways of working, knowledge and
approaches as new people join different
departments. A very high rookie rate
across an organisation or within a
department may mean that information
may be passed on by people who perhaps
had an incomplete understanding of the
role and associated processes themselves.

« If your rookie rate is rising, how do you ensure knowledge and
approaches are shared appropriately so new people can be effective as

they commence their role?

Have you considered the impact of a very low rookie rate in one
department or multiple areas, and how you can bring in people with
new and diverse experience to add to your existing skills in these areas?

Are you clear on what ‘future-fit’ looks like and are you developing a
talent management strategy to achieve this?

Are you identifying the gaps between supply and demand of required

skills and capabilities?

Figure 1.11: Corporate service rookie rate

» Corporate service rookie rate
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Information technology 6%
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Workforce

IAti“racting, retaining and engaging talent

Talent strategy

An effective talent strategy is vital to
ensuring the recruitment of the right
people, with the right skills. Interestingly,
the PwC Workforce Planning Survey?
identified that only 53% of respondents
were confident their current practice
enabled the delivery of the right talent.
Attracting employees who are qualified,
motivated and a ‘good fit’ can provide
many benefits from higher community
satisfaction and increased productivity to
greater employee engagement.

In local government, we continue to see
three top areas of focus in the talent
strategy; workplace culture and behaviours
(92% of councils), effective performance
management (74% of councils, now in
second place), and skills and adaptability
in people (72% of councils, dropped from
second to third place).

We acknowledge these areas are extremely
important as part of any organisation’s
talent strategy, but note they may not
ensure a future fit and digitally skilled
workforce. Only 44% of councils are
focused on productivity through
automation and technology. Global CEOs
who participated in PwC’s 21st Annual
Global CEO Survey acknowledge the
importance of digital skills, 61% are
concerned about the availability of digital
skills, with 50% identifying difficulty in
attracting digital talent.3

However, it is encouraging to see SA
councils with an improved focus on
productivity through automation and
technology; 57%, up from 47% in the prior
year. WA councils are also focusing

heavily on automation and technology,
back in FY16 there were just 31% placing
importance on this area in their talent
strategy but we now see 57% doing so.

Diversity and inclusion is another
important area for organisations as they
strive to be an employer of choice, and we
see 48% of NZ councils selecting this as an
area of focus. However, this is not as
prevalent across Australian councils, with
around just one third incorporating this
into their talent strategy. The 2018 PwC
Global CEO Survey# shows that 85% of
CEOs whose companies had a formal
diversity and inclusion strategy said it had
improved their bottom line, while also
enhancing innovation, collaboration,
customer satisfaction and talent
attraction.

Figure 1.12: Areas of focus in the talent strategy
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Workforce

lAre you recruiting staff with a diverse career background and gender?

New starter career backgrounds

PwC’s 21st CEO Survey identifies that
good workforce planning begins with
tracking and mapping your current ‘skills
footprint’ within your existing workforce.5
The diverse range of skills and experience

sector, 14% in SA and 13% in NSW,
compared to just 4% in NZ councils. This
might be reflective of the younger
workforce in NZ councils, as our results
show NZ councils have the highest

Touching on how this plays out in councils
of different sizes, we observe 20% of new
starters in small councils, and 16% in
medium-sized councils having prior
experience in the local government sector,

already held by current staff, and the
identification of any areas lacking, is an
important consideration when preparing
for a recruitment campaign or designing
new roles within local government.

We asked councils to tell us more about
their new starters such as whether they
come from local government, state or
federal government, or other. We also
included a category called ‘unknown’ for
those councils that do not record the
previous employment history of their new
employees.

Australian councils continue to see far
more movement of staff between councils,
compared to NZ councils. This is
demonstrated by 19% of new starters in
WA recruited from the local government

representation of Gen Y in the workforce,
compared to the other jurisdictions, at
36%.

New starters in NZ councils are more
likely to come from outside of government
(74%) suggesting greater access to a
broader range of skills and different
perspectives, but a more limited transfer
of industry knowledge and experience.

It should be noted that 52% of SA and 41%
of NSW councils in our study do not
capture prior employment history for new
starters. This is a missed opportunity to be
able to easily and quickly tap into prior
skills or other industry knowledge, and
assess how prior experience may affect the
ongoing performance of staff.

but only 6% in large councils.

Key considerations

« Do you have a good
understanding of the prior
experience of your new talent
pool?

What patterns or trends,
across different departments,
can you observe based on
prior experience and can this
help you attract new talent in
the future?

Figure 1.13: Proportion of new starters from the local government sector
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Workforce

lAre you recruiting staff with a diverse career background and gender?

Recruitment gender diversity

For the third consecutive year, we observe
equal representation of men and women
in the recruitment of new joiners within
our surveyed councils, with an overall
median of 50% balance between men and
women joining local government.

NZ councils continue to be more likely to
recruit females, with a median of 58%
female new starters. This links to the
higher overall female workforce in NZ
councils as explored in the Gender
Diversity section within this report.

Both NSW and SA councils are increasing
the proportion of females being recruited.
NSW councils now have a median of 48%
female new starters, and 48% in SA
councils. WA councils have dipped slightly
from 53% females recruited in FY17 to
49% this year.

Metro and regional councils recruited a
median of above or just below 50% female
new starters respectively. In comparison,
rural councils have seen a reduction in the
overall gender balance in recruitment,
with a median of 46% female new starters
(down from 49% in FY17).

Councils need to be aware that sometimes
a greater gender balance overall in the
workforce is achieved because results have
been aggregated across several imbalanced
workforces; a common example of this
being male dominance in outdoor workers
and female dominance in Children and
Aged Care services. The benefits of a
diverse workforce might be achieved by
looking at the integration of staff overall
and then also within specific teams where
gender balance exists more naturally.

Our analysis at a service level, presented in
our Service Delivery section, provides a
comparison within these workforces and
gives councils the opportunity to set goals
at the service area level.

Key considerations

+ Are you educating those
involved in recruitment to be
aware of, and avoid,
unconscious bias in the
recruitment decision-making
process?

Do you understand the most
successful method for
attracting a diverse range of
applicants? Have you
considered how your
workplace brand and policies
impact this?

Figure 1.14: Proportion of female new starters (council jurisdiction)
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Workforce

lAre you striking the right balance between retaining and refreshing your

people?

Staff turnover

For a number of years we have observed a
stable turnover rate, and one that, when
compared to the corporate world, was low.
In FY18, we have seen more movement of
employees, with an overall median staff
turnover rate of 14.2% (including fixed-
term contract employees), up from 12.8%
in FY17 and 13.4% in FY16. This rise in the
departure of employees has been
experienced by all jurisdictions.

In Figure 1.17, we provide a revised
version of the staff turnover rate to
account for councils that employ a high
number of fixed-term contract employees.
By excluding these employees, from the
staff turnover rate, the overall median staff
turnover rate reduces to 12.0%, which is
lower than the standard median staff
turnover rate of 14.2%.

So while some of this reduction in
turnover can be explained by the churn in
employees on fixed term contracts, we are
not seeing a large increase in the use of
fixed term contractors; the median fixed
term FTE as a percentage of the closing
FTE has remained relatively stable, at
7.8%, compared to 7.6% in the prior year.

This means that once fixed term contract

employees are accounted for, we continue
to observe a higher median churn rate, at

12.0%, up from 10.8% in the prior year.

As a result, we find this has an impact
across most of the jurisdictions,
particularly on the NZ council median
turnover rate, reducing from 19.8% to
15.1%, and the WA median reducing from
15.8% to 12.5%, suggesting that an amount
of turnover can be explained by fixed term
contracts ending.

While a healthy turnover rate is
traditionally considered desirable, we
expect to see staff turnover continue to
intensify within local government given
the changing generational mix of the
workforce and future retirements. Digital
transformation across many business
processes with the introduction of
automation and artificial intelligence may
also impact the nature of some existing
roles in the future which could lead to
further long term shifts in the workforce.

Key considerations

« Are you refreshing, or
retaining, your staff at the
right rate so you can achieve
your goals and meet
community needs in the
future?

« Do you perform exit
interviews to collect data and
analyse turnover trends
within your council?

Definition

Staff turnover rate: Total
number of all leavers in the year

divided by the headcount at the
start of the year (excluding
casual employees).

Figure 1.16: Staff turnover rate (including fixed-term contract employees)
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Workforce

ITurnover rate for employees in their first year of employment

Staff turnover rate in year one

Examining the turnover rate in the first
year of employment can provide insights
into the appropriateness and success of
the talent and recruitment strategy, but
can also be a reflection of industry
changes. Our analysis on staff turnover
rate goes on to explore the frequency of
new employees resigning.

We have already seen the overall staff
turnover rate increase in the past year, and
the staff turnover rate in year one is no
different. It has climbed from 15.0% to
18.2%, the highest median in four years.
When compared to the overall equivalent
turnover rate of 12.0%, we see the largest
gap since FY15, suggesting that the
retention of new recruits in local
government remains a serious issue.

The gap in NSW councils, between the
median year one turnover rate of 21.1%,
and the equivalent overall turnover of
12%, is the largest gap ever seen in NSW
and also represents the highest gap across
jurisdictions.

WA councils remain steady with a median
turnover rate in year one of 18.2%,
however the gap between the equivalent
overall turnover of 12.5% is the highest it
has been in three years. It is also the
second highest median year one turnover
rate across the jurisdictions, and suggests
a sustained issue in the churn of new
employees in WA.

In NZ councils, the gap between the
median year one turnover rate of 15.6%, is
almost non-existent, when compared to
the overall median turnover of 15.1%,
indicating that new recruits are unlikely to
outnumber longer serving employees
when examining the mix of leavers.

In SA councils, the median year one
turnover result is 0%, due to more than
half of the SA participating councils not
losing any new recruits in their first year.
However, it is the metro councils in SA
that do experience churn with their new
recruits, with a median 15% turnover rate
in year one.

When looking at type of council, metro
councils continue to have the highest
overall median year one churn rate
(18.6%), and the point to note for the first
time in our annual program, is that
regional (17.6%) and rural (16.7%)
councils are no longer that far behind
metro councils when it comes to feeling
the impact of changes or poor fit and hire
of new employees. Interestingly, is is only
regional and rural councils in WA that
surpass the metro median year one
turnover rate. It is fairly evenly spread
across type of council in NSW (with metro
the highest) and NZ metro councils are far
more likely to have an issue of retaining
new joiners.

In order to better understand the possible
shortfall in the employee value
proposition, or other potential
explanations for the elevated first year
leaver rate, councils should explore the
impact of a changing workplace, and use
detailed exit interviews and other artefacts
to determine whether this turnover relates
to recruitment practices, talent strategy or
if there is a mismatch in workplace
culture, values or role expectations to
those held by employees.

As our workforce grapples with significant
changes within industry and also becomes
more diverse, so too does the required

recruitment and retention strategy. This is

important not only from a gender
perspective, but also a generational
perspective. With the increasing presence
of Gen Z (post 1995) and the need for Gen
X to remain in the workforce for longer, it
is possible that councils are facing a
mismatch in their external and internal
employer brand, especially when it comes
to attracting and retaining the different
generations who are likely to have very
different priorities.

Definition

Staff turnover rate in year
one: Total number of leavers
with less than one year of
experience divided by the
headcount at the start of the year
with less than one year of
experience (excluding casual and
fixed term contract employees).

The survey
population median
staff turnover
in the first year is

18.2%

Figure 1.18: Staff turnover rate in the first year (excluding fixed-term contract employees)
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ITurnover rate for employees in their first year of employment

Gender turnover rate in the first year

When examining the different types of
councils, we find there is a more
pronounced gap between males and
females leaving in their first year in metro
councils. Metro councils are now facing
more challenges in retaining men in their
first year of service, with a median result
of 20%, compared to women (17%). A year
ago women were more likely to leave in
their first year, but even then the gap was
marginal.

Although rural councils also have slightly
more men (11%) leaving in their first year,
compared to women (10%), this gap is not
as concerning as it is in metro councils.
Meanwhile, in regional councils, women in
their first year of employment continue to
leave at a faster rate, with a median result

of 16%, compared to men at 14%.
However, women were 1.5 times more
likely to leave in FY17, compared to 1.1 in
FY18.

In NSW councils, the rate at which men
are leaving has increased to a median year
one turnover rate of 16%, up from 13% in
the prior year. In comparison, the female
equivalent rate, while still higher than
men, has remained stable at 20%.
However, the gap is closing between the
rate at which women leave, compared to
men, in the first year of employment.

A year ago, in WA councils, there was no
distinction between the genders in the
year one staff turnover rate. However, a

gap now exists for WA councils, with men
more likely to leave in their first year of
employment; with a median, 20% (up
from 17% in the prior year), compared to
16% for women. Encouragingly, the rate at
which women depart in their first of
employment is declining, especially when
compared to 23% in FY16.

NZ councils continue to have a higher
median year one turnover rate for women,
at 17%, with a slight widening of the gap
when compared to the male equivalent
rate of 15%. In SA councils, the median
gender year one turnover result is 0%, due
to more than half of the SA participating
councils not losing any new recruits in
their first year.

Figure 1.19: Median gender turnover rate in the first year (council jurisdiction)

City of Joondalup Survey Population
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Figure 1.20: Median gender turnover rate in the first year (type of council)

City of Joondalup
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ITurnover rate for employees in their first year of employment

Generational turnover rate in the first year

The increase in the overall median year
one churn within Gen Y and younger (now
at 18%, up from 15% in the prior year) is
creeping closer to historical levels of 19%,
from FY16. This increase is being observed
across both NZ and NSW councils, as well
as Gen Y and younger being more likely to
leave than Gen X.

In NZ councils, Gen Y and younger
employees are 1.5 times more likely to
leave in their first year (20%, up from 17%
in the prior year), compared to Gen X
(13%). However, in NSW councils, the
difference between the median churn in
year one for Gen Y and younger (20%, also
up from 17%) versus Gen X (17%) is not as
pronounced.

WA councils have a different trend
appearing, one that we have not seen in
our program to date; Gen X in WA
councils (21%) are 1.2 times more likely to
leave in their first year of employment,

compared to Gen Y and younger (17%).
The median turnover of year one Gen X
employees has increased from 14% in the
prior year.

The 2017 PwC global Next Gen survey®
included in-depth conversations with 35
next generation members working in a or
part of a family business, from 20 different
countries, backed up with online polling of
over 100 next generation members. The
survey results clearly showed that there
are a set of common success factors among
the next gens. This is referred to in the
survey as the ‘five Cs’, and should be key
considerations when looking at the
retention of Gen Y employees:

Culture: A supportive culture that
allows creativity and the chance to take
on responsibility.

Communication: Genuine two-way
engagement between the current and
next generation, based on mutual
respect and trust.

Clarity: Clarity sits at the heart of
effective management and governance.
Whether it’s clarity of strategy or roles
and responsibilities.

Credibility: A lack of experience or
age, perceived or actual, may lead to a
credibility gap, and this will always be a
challenge for next gens.

Commitment: Businesses will need to
make a commitment to the
development of the next generation,
but the next gen also need to repay that
with a willingness to invest time in the
business.

Figure 1.21: Median generation turnover rate in the first year

City of Joondalup Survey Population
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© @ Survey population
@ City of Joondalup
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6 PwC, 2017, Next Gen Survey, ‘How the next generation of family business leaders are making their mark - Same passion, different paths’.
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Who is leaving your council?

Staff turnover rate in detail

To allow councils to further dissect their
staff turnover rate, we have performed the
same calculations across five different
dimensions. These turnover calculations
exclude casuals but include fixed-term
contract employees.

Our findings show that the median baby
boomer turnover (12%) and Gen X
turnover (12%) have remained relatively
stable, compared to last year. However,
the comparison to the median Gen' Y
turnover rate (19%, albeit down from 20%
in the prior year) continues to suggest that
Gen Y employees are far more likely to
leave a council.

This continues to be an issue in NZ
councils, with the highest median churn
among Gen Y and younger employees at
32%, compared to 20% in NSW and WA,
and a much lower 12% in SA councils.

When comparing across all council
jurisdictions, it is the Baby boomer

generation that consistently shows an
increase in the median turnover rate,
suggesting that the generational shift is
continuing to alter the mix of the local
government workforce.

The survey
population
median female
turnover rate is

15%

In Figure 1.24, we continue to see higher
median turnover rates at either end of the
staff level spectrum, compared to the
middle ranks of team leader and
supervisor. Although team leader churn
has increased to 11%, up from 8% in FY17.

Your male
turnover rate is

8%
sty

When comparing median turnover rate
across the four corporate services areas,
per figure 1.25, the median turnover
within HR is over 1.5 times that of FY17,
increasing from 9% to 14% in FY18. This is
impacted by the extremely high HR
turnover rate in WA councils of 25%, up
from 9% in the prior year. HR employees
in NSW councils also left at a fast pace in
FY18, with a churn of 17%, up from 12% in
the prior year.

The survey
population
median male
turnover rate is

13%

Figure 1.22: Staff turnover rate by generation

Figure 1.23: Staff turnover rate by tenure
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Figure 1.24: Staff turnover rate by staff level

Figure 1.25: Staff turnover rate by corporate service
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lTalent diversity

Gender diversity

The local government sector has the
opportunity to serve as an exemplar
workplace for inclusion of women, with
women representing 46% of the surveyed
workforce.

The proportion of women in the workforce
remains highest in NZ councils (57%),
followed by WA councils (49%). Women in
NSW councils continue to represent 40%
of the total workforce, and SA councils
also remain stable, with 44%.

In our program, we further analyse gender
diversity at each staff level, and we
continue to find that although the
representation of women in the entry level

Proportion of women
across all councils

49%
44%
W Y
57

position of ‘other staff’ is 49%, as in most
organisations, this steadily declines the
more senior the staff level. We continue to
observe just over one third of managers
being represented by women (36%), 29%
female directors, and dropping to 17% at
the CEO level. This is further dissected by
council jurisdiction on the next page.

According to PwC’s ‘Time to talk’ survey,
of over 3,627 professional working
women, 76% of surveyed employers have
incorporated diversity and inclusion in
their employer brands, acknowledging
that talent diversity and inclusion is vital
to their organisation’s ability to drive
innovation and gain competitive

%

52%

of your

workforce is
Sfemale

advantage. The quality of women’s talent
and leadership is vitally important to
business; the skills and experience they
bring, including experience gained outside
of the workplace, has proven to be
essential in strategic decision-making and
in ethical, sustainable enterprise.”

The ‘Time to talk’ report highlights the
importance, and benefits, of talent
diversity and local government is no
exception. A diverse local government
workforce is more likely to reflect broader
community views, allowing councils to
better understand community needs and
deliver anticipated outcomes.

46%
of the surveyed

workforce
is female

Figure 1.26: Staff-level gender split at 30 June 2018

51%

45% Other staff

7 PwC, 2018, 'Time to talk: What has to change for women at work'
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lTalent diversity

Pipeline of female employees

Figure 1.27 shows positive, but limited,
change occurring in local government
when it comes to transitioning women
from the entry level position of ‘other
staff’, where there is gender balance, to the
more senior levels of manager and above.

Overall, we observe a new trend with an
increase in female representation across
all levels of management, except in the
crucial pipeline role of supervisor which is
stagnant at 35%. Notably, the CEO level
has spiked at 17% female representation
this year, up from 12% in FY17, and the
highest representation in three years. This
translates to an increase of seven female
CEOs in FY18, compared to a year ago.

This increase in female CEOs stems
mainly from an upward shift in NSW
councils; over one in five CEOs are now
female in our surveyed NSW councils, at
20% or an increase of six female CEOs (up
from 14% in the prior year). We note that
WA councils remain significantly behind
the other council jurisdictions with just 4%
representation of females at the CEO level
(or just one female CEQ).

In PwC’s ‘Time to talk’ survey, a range of
ideas to assist in attraction, and retention,
of female talent has been presenteds:

» Incorporation of unconscious bias
training for those involved in
promotion and recruitment

 Accountable mentoring or sponsorship
system

« Commitment to put all potential
candidates on opportunity lists

« Revisit people policies to include
diverse and inclusive language and
flexibility

As part of retaining female talent and

improving female representation in

leadership roles, councils should assess
their own approach in these areas,
considering how inclusive and unbiased
they are or how they might be improved to
better suit a more diverse workforce.

In addition, fostering a merit-based
selection process for recruitment and
promotion is an important next step,

which ensures that selection is based on a
person’s ability, skills and knowledge to
perform the role.

Key considerations

« Do you have a strong merit
based system in place for your
recruitment and promotion
processes?

Are you equally considering
all up and coming managers,
across the various business
units, in terms of career
development towards senior
leadership?

Does unconscious bias exist
towards certain roles being
seen as more likely to deliver
senior leaders?

Do you promote flexible work
arrangements for all
employees?

Figure 1.27: Female employees by staff level
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8 PwC, 2018, 'Time to talk: What has to change for women at work'
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lTalent diversity

Pipeline of female employees (continued)

When we analyse the pipeline of future
female leaders across the survey
population, we find the median
proportion of female employees at
manager level and above has remained
relatively stable, at 31%. The median in
NZ councils is much higher, with 39%
female managers and above, compared to
31% across Australian councils.

By comparison, based on the Australian
data collected by the Workplace Gender
Equality Agency (“WGEA”) from over
Australian non-public employers covering
over 4 million employees overall, females
comprise 39.1% of manager and above
levels. This continues to increase, up from
38.4% in prior year.

The WGEA data also showed that gender
balance in leadership is set to continue to
improve, with 43.3% of manager
appointments in 2017-18 going to women.
Over 60% of the participating employers,
included in the WGEA data set, have
policies and/or strategies to support
gender equality in promotions, talent
identification and retention. Over 30% of
these employers have also developed
specific gender equality KPIs for
managers.

Across Australia, SA councils continue to
have the highest median female
representation in manager and above
levels, with 33%, but NSW councils are
quick to follow, with 31% (up from 29% in
prior year), and WA remain unchanged,
with 29%.

The opportunity for councils to assess and
improve the gender balance at the team
leader and supervisor level, across all
areas in councils, as a way to build a
stronger pipeline for future female leaders
remains a focus area. We understand
there are a gender differences in some
business units, and recommend councils
review business units especially where
imbalanced workforce profiles exist.
Councils need to be aware of this and
consider their pipeline and recruitment
rate of female employees across each
business unit, identifying particular areas
that need more assistance in development
and opportunity for all talent equally.

Figure 1.28: Proportion of female employees at manager level and above
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9 Workplace Gender Equality Agency (WGEA), November 2018, ‘Australia’s gender equality scorecard. Key findings from the WGEA’s 2017-18 reporting data’.
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lTalent diversity

Gender diversity in senior levels

Progression of women into senior
management roles at a similar rate to men
remains a challenge faced by many
organisations. Based on the data collected
by the WGEA,'© we can see there has been
some movement in Australian women
moving into senior leadership roles, with
30.5% of key management personnel
roles' represented by women (up from
29.7% in prior year), and 17.1% are CEOs
(up from 16.5%).

In our survey, we see a blended overall
female CEO and director median of 25%,
in line with the rate in both FY16 and
FY15, after a dip to 20% in FY17.

It is interesting to note that metro and
regional councils are now more likely than
rural councils to have a higher proportion
of female CEOs and directors, with a
median of 25% (stable for metro, up from
20% in the prior year for regional). In
comparison, rural councils have a median
of 20% of women in these top leadership
roles, up from the 17% in prior year.

A way for councils to create a stronger
female pipeline as well as create a positive

impact on the number of women in senior
roles is to actively identify and develop
high performing women in the areas
necessary for senior roles — finance,
leadership and governance.

Councils need to be considering the
impact of an aging workforce and the
potential senior positions that will become
vacant . In PwC’s Workforce Planning and
Analytics Survey in the public sector?,
63% of respondents didn’t think their
strategic workforce planning adequately
addressed the potential impact of over-65s
being the fastest growing population
segment.

Councils can ensure they are future-fit by
identifying a pool of talent in the existing
group of employees and developing
strategies to support female managers
applying for these future leadership roles.
One of these strategies which we have seen
in private practice is the recruitment
requirement of equal representation of
equally suitable and qualified candidates
for all senior roles, as well as equality on
the selection panel. Strategies like this can
be useful to reduce any unconscious bias
in the process and foster merit based
selection.

Key considerations

» Have you incorporated a focus
on developing all managers
equally for senior roles within
your council?

Do you have equal gender
representation in your
recruitment processes?

Have you considered setting
some merit based KPIs for
senior management that will
support diversity of talent?

Have you implemented or
piloted a flexible working
policy and/or strategy
targeted at both men and
women?

The representation of women steadily declines when moving up the
management levels; women comprise only 30 5% of key management
personnel (KMP) positions, and 17.1% of CEO positions.

Key results from Workplace Gender Equality Agency (WGEA), November 2018

Figure 1.29: Proportion of female employees at CEO and director
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10 Workplace Gender Equality Agency (WGEA), November 2018, ‘Australia’s gender equality scorecard. Key findings from the WGEA’s 2017-18 reporting data’.
11 KMP is a manager who represents at least one of the major functions of the organisation and participates in organisation-wide decisions with the CEO.
12 PwC, 2017, Workforce planning in the public sector: Balancing capability and affordability
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Corporate service areas

We continue to see women comprising the
majority of roles in customer service,
finance and HR, with males dominating
the IT roles.

In PwC’s Time to talk survey's, three key
essential elements are highlighted for
business leaders to focus on to assist in
advancing gender equality:

Transparency and trust - greater
transparency during conversations
about promotions, pay and what helps
or hurts their careers

Strategic support - proactive
networks to develop, promote and
champion women

Life, family care and work - a fresh
approach to balancing work, life and
family.

We acknowledge the challenges faced by
employers in achieving gender balance in
workforces where traditional gender roles
are a strong influence, however given the
critical importance of technology and the
increasing expectation of councils to
digitise their services, we encourage
councils to continue to incorporate
diversity considerations when recruiting
for IT roles.

Figure 1.30: Corporate service area gender diversity

FY17 Percentage of males « » Percentage of females FY17
14% 86%
31% 69%
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24% 76%
63% 37%
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Figure 1.31: Percentage of female employees by corporate service area
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13 PwC, 2018, Time to talk survey, ‘Time to talk: What has to change for women at work’
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lRemoving the glass ceiling

Promotions

One indicator of how well a council is
delivering visible diversity results is the
rate at which women are promoted into
senior roles over time. It is important that
councils are growing the career
opportunities for both women and men in
leadership positions. By assessing the
rates of promotion, councils can
determine how close they are to gender
balance during promotion cycles and more
importantly how much more focus they
need in this area.

Our findings show for the first time since
FY15, a much closer alignment of men and
women being promoted into Supervisor or
above roles; 1.2% of men were promoted,
compared to 1.1% of women.

Regional councils were the only group of
councils with a higher promotion rate of
women into supervisor or above levels
(1.5%), compared to men (1.3%). In
comparison rural councils, despite having
a similar representation of females in the
workforce, experienced a pronounced
gender imbalance when it came to
promotions. Rural councils were almost
three times as likely to promote men
(1.4%), compared to women (0.5%) into
supervisor or above levels in FY18,
showing no improvement in the gender
promotion rate from FY17.

NSW councils have, for the first time since
this program commenced, achieved
promotion gender balance during FY18,
with both 1.6% of women and men being
promoted into supervisor or above levels.

Meanwhile, both SA and WA councils have
promoted women into supervisor or above
at a higher rate than men. SA promoted
1.4% of women and 1.1% of men into
supervisor and above, with WA promoting
0.6% of women and 0.4% of men.

In NZ councils, men continue to be more
likely to be promoted (1.3 times)
compared to women, with 0.8% of men
and 0.6% of women being promoted to
supervisor or above levels. This should
remain an area of focus for NZ councils
given their workforce, and their ‘other
staff’, is comprised of more than 50%
female staff.

We acknowledge that change happens over
time so a single year of results should be
read with care; a slight increase in female
or male promotions, especially if one off,

Definition

Likelihood of promotion:
Starting with the pool of male
and female employees at the
beginning of the year, we
calculate the proportion of men

and women who were promoted
into the supervisor level or
above, during the year. The 45
degree line represents equal
promotion rates for men and
women.

might not be correcting any gender
imbalances across the staff levels. A
council needs to assess whether it is
actively focused on the long-term
progression of both female and male
employees, across all staff levels and
business areas.

Key considerations

« Do you perform a final review
of your promotion decisions
to consider diversity
statistics? i.e. percent of male
vs. female promotes?

Have you analysed your
promotions at each level and
by business unit? Is there an
imbalance across the more
senior levels? Why is this?

Do you have a rigorous and
independent talent review
process that supports
enhanced decision making
regarding senior promotions?

Do you have a structured
merit based selection process,
especially in regard to existing
promotion processes for
senior executive positions?

Figure 1.32: Likelihood of promotion by gender into supervisor or above levels
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|Removing the glass ceiling

Rate of promotion

We have also examined the rate of
promotion for all employees within
different staff levels, as shown in Figure
1.33. At an overall level, there is visible
results of councils approach to developing
a strong leadership pipeline for female
staff members, with increases across the
majority of staff levels.

Our rate of promotion calculation
examines the proportion of employees,
who were in the opening headcount of a
specific staff level, and were promoted
during the year. This year our findings
show a remarkable shift in the proportion
of female managers being promoted,
compared to male managers.

Women in a manager role were 1.7 times
more likely to be promoted than men with

a promotion rate of 4.3%, compared to
2.5% for men. While this was seen right
across all jurisdictions, it was largely
driven by SA councils, and to a lesser
extent, NZ councils.

The team leader level is an important
career development milestone where staff
start to become more accountable and
gain valuable soft skills such as coaching,
delegating and conflict resolution. The
trend for more females within this level to
be promoted continues in FY18, with 3.3%
of female team leaders being promoted,
compared to 2.8% of their male
counterparts.

Another interesting development, is that
women, at the supervisor level, for the first
time, were more likely to be promoted.

This is a pivotal stepping stone in career
progression, where potential successors
for key management roles may emerge, so
we encourage the continued focus and
achievement of gender balance at this
level.

With the availability of key skills still in
the front of mind for CEO’s in PwC’s 21st
Annual Global CEO Survey it’s imperative
that organisations identify, develop and
leverage all existing talent.4 As people
move into management positions, some of
these skills are more generic in nature and
require less technical ability. With
management and leadership skills often
being transferable, career-progression can
become more agile as promotions are not
restricted to an employee’s current
business unit.

Figure 1.33: Rate of promotion - gender split by staff level

FY17 Male rate of promotion « » Female rate of promotion FY17
1.2% 1.3%
0.0% 0.5% Director 0.0% 2.0%
2.5% 4.3%
0.0% 1.9% Manager 0.0% 1.9%
2.8% 3.3%
0.0% 1.3% Team leader 7.1% 2.3%
3.0% 3.5%
77% | | 1.8% Supervisor 48% | | 1.3%
n=139
Figure 1.34: Rate of promotion - gender split by staff level (WA councils only)
FY17 Male rate of promotion <« » Female rate of promotion FY17
0.0% 0.0%
0.0% 0.0% Director 0.0% 3.8%
0.4% 1.7%
0.0% 4.0% Manager 0.0% 5.7%
0.6% 1.7%
0.0% 1.3% Team leader 7.1% 1.1%
1.6% 1.6%
77% | | 25% Supervisor 48% | | 1.8%

|71 Survey population
[JM City of Joondalup

14 PwC, 2018, 21st Annual Global CEO Survey, ‘The Anxious Optimist in the Corner Office’.
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|Are you leaving succession planning too late?

Generational diversity

Understanding the patterns and trends by
profiling generational diversity in the

Figure 1.35: Generation headcount mix

workforce assists council to plan for the
future and introduce and enhance relevant

» Percentage of survey population FY17
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continue to see baby boomers dominating 36%
the workforce, the generational shift Bfay b1°°mers 44% 44%, 39%
continues to unfold, with baby boomers (1943-1966)
now comprising 36% of the workforce,
compared to 39% in the prior year and 45% 35%
back in FY14. As a result, there are now 29% ., x (1967-1980) 35% 349
of Gen Y and younger employees (up from
27% in the prior year), and Gen X
employees have increased slightly to 35% 29%
from 34% in the prior year. Gen Y and younger
(post 1980) 21% 21% 27%
In Figure 1.36, we are now seeing more Gen
X enter the director level (44%), up from n=139
39% a year ago.
Figure 1.36: Workforce profile (closing headcount breakdown by generation and gender)
Percentage of male <« P Percentage of female
FY17 headcount headcount FY17
22% Baby boomers IEE
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18% 17%
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14% 15%
Gen Y and
10% | | 12% ™ post 1080) 1% | | 14%
n=139
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Figure 1.37: Generational staff level mix
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Case study: Trainee Program to Tackle the Ageing Workforce

Wollongong City Council, NSW

Background

The ageing workforce is a challenge and opportunity for our council, with a large proportion of key leadership staff
likely to retire in the next decade and at least 38% of other staff likely to retire in the next 5 years. These statistics have
been a strong driver in our core strategic focus to ensure knowledge retention and a continuous pipeline of skilled
employees. In 2016, we implemented a Traineeship Program in our City Works division as a proactive solution to
tackle the ageing workforce of our operational staff.

Traineeship program

Our Traineeship Program is a comprehensive program targeted at individuals under the age of 25 who have completed
at least a Year 10 School Certificate or Record of School Achievement or had an equivalent combination of
study/work/life experience. It provides exposure to a variety of open space and civil theoretical training as well as
relevant practical experience. After their first 12 months, trainees will have received a specifically tailored TAFE
qualification in Certificate II Local Government in Operational Works.

Our first program intake began with 24 trainees and in the 2 years running, 90% of trainees successfully completed the
program with 48% progressing to a second stage of the traineeship and 34% proceeding to accept either permanent
positions or temporary relief lists in areas of civil operations, horticulture and parks.

Key challenges and advice

A key challenge in the first year was acknowledging that extensive time and consultation was required with affected
staff, and providing support on how to mentor and coach the trainees to build their skills and capabilities.
Furthermore, the development of this traineeship program demanded resources and administrative commitment from
our council staff so it was crucial we had a structured approach and clear communication between the administrator,
coordinators and trainees.

A key learning was to ensure our recruitment practices and training program across the two functions enabled trainees
to be well positioned and competitive when permanent roles arose; or a smooth transition into relief staff pools. By
coordinating trainees and relief lists we reduced the administrative burden on our City Works coordinators and
managers.

Significant benefits

The engagement of entry level employees assisted in lowering the overall age profile of our workforce where our under
30’s demographic increased from 6% to 13% over the two years. The combined Certificate IT Local Government in
Operational Works balancing open space and civil skills provides the organisation with greater operational flexibility.
By establishing skilled, and specialised trainees in the second year and mentoring relationships between trainees and
older staff we have been able to foster more corporate knowledge retention and created a pipeline of appropriately
skilled and experienced employees positioned to step up.

The opportunities for trainees to progress into permanent roles has directly addressed labour market concerns and
provided entry level opportunities in a region of high youth unemployment. Moreover, with emphasis on diversity in
the program, we have a wider workforce representation of females, Indigenous, disability and other cultural minority
groups within the community.

Key Considerations

» Can you introduce a traineeship program to assist in succession planning and ensuring your future workforce is
adequately skilled?

« Have you considered how introducing a traineeship program could positively impact your engagement with your
communities youth? And provided, potentially much needed, local opportunities for employment of younger
constituents?

» Does your state or federal government offer grants, assistance or other support towards the successful introduction
of a traineeship program?

« While there are many benefits, have you considered the cost and time implications of hiring a trainee? Are you
committed to providing a safe working environment with the appropriate level of supervision throughout the whole
traineeship?

S ‘\/g




Workforce

lAre you leaving succession planning too late?

Potential retirements

As a result of the current generational
workforce trend, councils need to start
planning for the impact this will have on
future resourcing requirements and
transition of critical knowledge.

In less than 10 years (by June 2028), we
can predict that 27% of workers who were
employed by councils at 30 June 2018 will
reach the retirement age of 65 years and
have the option to retire. This equates to
around 14,000 employees across all
participating councils.

It will be some of the most senior positions
that are impacted in ten years, with 59% of
the current CEOs due to reach the
retirement age of 65 years and have the
option to retire; and this is magnified for
NZ councils, with 74% of CEOs potentially
being in a position to consider retirement.

Across all council jurisdictions, we observe
34% of all current directors, who will also
find themselves in a position to consider
retirement in ten years.

Based on these demographic changes, it is
a good opportunity to take action and
embrace the change. It is a time to match
the work experience requirements and
acknowledge some of the different needs
of the generations within the workplace,
and work together to resolve and
accommodate accordingly.

This large number of senior employees
reaching retirement age should be a key
focus for the entire local government
industry. Now is the time for solid plans to
evolve assessing knowledge management
and knowledge transfer capabilities, given
most councils would have become

accustomed to a stable, experienced
workforce provided by these workers.

As such, senior leaders within councils
need to examine whether they have a
highly strategic workforce plan, with
resourcing strategies for dealing with the
impending retirements. This means
having access to analytical insights to
assist in driving forward strategic plans to
ensure resourcing will be adequate into
the future as well as building a strong
leadership pipeline now.

Figure 1.38: Potential retirements by June 2028
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Workforce

lAre you leaving succession planning too late?

Succession planning

A good succession planning program is
about retaining high-performing
employees and building capability
resilience into all levels. Filling senior
leadership roles can take time, and this
can be lessened to an extent if councils
invest in identifying, rewarding,
challenging and developing the skills of
their key talent, especially for the more
senior roles.

As highlighted, there is an identified risk
in losing vital talent, with years of local
government expertise and leadership skills
due to the impending retirements over the
next 10 years. It is therefore essential for
councils to establish a formal succession
planning program to help them identify
and develop emerging talent.

In our program, we continue to see almost
9 out of 10 councils (86%) without a
formal succession planning program. We
understand that some councils choose to
create a talent succession plan and work
with other nearby councils to identify
potential leaders, especially in rural
locations. While this may have worked
well in the past, we suggest formalising
this approach given the reality that lies
ahead for most councils.

WA and NSW councils have focused on
this important HR initiative in the past
year, and are more likely to have
established a formal succession plan (WA
21%, up from 13% in the prior year and
NSW 18%, up from 11%). This is
encouraging to observe as we acknowledge
that this takes time to establish and
formalise.

Some options that may make the
transition easier for councils upon
retirement of their senior management is:

« Structural review and implementation
of deputy CEO positions to build
succession experience and allowing
these roles to ‘act’ as CEOs as needed

+ Appropriate handover and shadow time
for the successor

« Transition to retirement programs
providing more flexible work
arrangements to prolong employment
and delay retirement for key roles eg.
transition to three days per week or act
as a consultant on an as-needs basis

+ Increased management training,
mentoring and secondment
opportunities

Figure 1.39: Did your council have a formal succession planning

program in FY18?
Survey
Population NZ SA WA
“ @ K
13% ( 1% (A P19% (V) 6% (V) 13% (

n=139

Key considerations

« Is succession planning and
identification of the next wave
of leaders discussed?

« Are you considering the best
methods of transitioning

senior management positions
upon retirement?

« Who is responsible for
creating strategies and action
plans that focus on the long
term resourcing health of
your senior leaders?

Only
14%
470
of councils have a

succession planning
program in place

87% ( 89% ( 81% ( 94% ( 87% (v) @ @ Survey population

QO City of Joondalup

Figure 1.40: Percentage of staff with a succession plan in place
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Workforce

IDo you have an active leave management strategy in place?

Annual leave

An active leave management strategy
assists in maintaining and improving the
wellbeing of the employee, along with
managing the financial risk associated with
large leave liabilities. Failure to rest and
recuperate may result in health problems
and stress-related productivity issues for
employees. Consideration of the financial
impact is also important given over time
the value of leave balances can increase
significantly as individual pay rates rise.

Our survey results show that as at 30 June
2018, 36% of employees carried more than
four weeks of annual leave (up from 35%
in the prior year) and 9% had more than
eight weeks accrued (up from 8% in the
prior year). This upward trend is primarily
due to the result of an increase in annual
leave balances in the WA and NZ council
workforce; WA has increased to 36% (up
from 33% in prior year) and NZ now sit at
29% (up from 27% a year ago) of their
workforce have more than 4 weeks accrued
leave.

When analysing the proportion of
employees carrying more than eight weeks
of accrued annual leave, this is most
pronounced across the NSW council
workforce, with this group of employees
being 2.5 times more likely to carry this
excess accrued leave balance (13%, up
from 12% last year), compared to 5% of NZ
council employees and 8% of both the WA
and SA council workforce.

The higher proportion of unused annual
leave in NSW councils is even more
concerning when we look at this in

per FTE metric. We observe the median
NSW council, with an annual paid
overtime per FTE of 55 hours, which
compares unfavourably to the median
results of the other council jurisdictions,
ranging from 12-19 hours median paid
overtime per FTE. This suggests that NSW
staff are working excessive hours on top of
accruing large leave balances - councils
facing this scenario are urged to address
their resourcing strategies and instigate
change by reviewing roles and a new
approach to using annual leave.

Key considerations

+ Are you on the path to

creating a culture where leave
is used as a way to maintain
good health and wellbeing?

+ Are you making your

managers accountable for
managing leave balances for

all staff?

« Are you analysing high level
balances and high overtime
hours by business unit?

From a financial viewpoint, across all
councils, just over one of three employees
are effectively rolling over one month of
salary each year, with almost one in ten
employees rolling over two months salary.
Just as concerning, if not more important,
is the wellbeing factor and the signal this
sends to staff regarding annual leave being
something you bank, rather than use.

® O

of your
workforce has
weeks leave

accrued

O
6%
ofthe WA surveyed

workforce has
weeks leave

8%

of your
workforce has
weeks leave
accrued

8%
of the WA surveyed

workforce has
weeks leave

conjunction with the paid overtime hours accrued accrued
Figure 1.41: Employee annual leave balance
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Workforce

IThe importance of managing long service leave and retirement

Long service leave

In this section, we profile for each council,
the spread of LSL balances across the
various generations; each dot represents
an employee in the council who has a LSL
balance. Councils can use this chart to
assess the extent of financial liability that
exists, and when this may come to fruition,
especially if the higher balances sit within
the baby boomer generation.

Although turnover rates have been
increasing, and the generational shift has
begun, we have not seen this impact the
overall percentage of employees with long
service leave balances over 12 weeks,
which remains at 14%; a result that has
not moved in the past two years.

This remains particularly prevalent in
NSW councils, which is still the highest
jurisdiction, with 25% (although it has
decreased from 28% in the prior year).

M

of your workforce

has more than
weeks o
accrue

Our expectation was that end of career
retirements would result in a reduction in
this measure across the workforce,
however it appears that the practice of
banking leave may have transferred to the
next generations.

SA councils have had an increase to 13%
of the workforce with more than 12 weeks
of long service accrued, up from 11% in
the prior year, while the WA council
workforce is much lower, with just 6%
carrying more than 12 weeks of long
service leave.

Potential benefits that stem from
implementing an active long service leave
management program include:

O
O

leave

L P

O

A shift in the workplace culture, where
senior management models the
desired behaviour of using accrued
leave

A smoother transition from work to
retirement, leading to better employee
welfare, knowledge retention, and
knowledge transfer within the council

A refreshed workforce, possibly
leading to less sick leave and lost time
from injuries

More opportunities for staff and an
improved skill base, as existing
employees accept opportunities to ‘act’
in different roles

A more engaged workforce, due to the
variety of work on offer and
heightened visibility within senior
management

of the WA surveyed
workforce has more than
2 weeks of leave
accrue

Figure 1.42: Employee long service leave balance
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Workforce

I (d (3 [
Learning from sick leave and absenteeism

Absence

The absence rate can be used as an
indicator of two key workforce outcomes:

« The volume of absence management
that needs to be performed and/or
managed

» The extent to which excess absenteeism
can be attributed to low employee
engagement or poor health in the
workplace

Across the survey population in the
2017-18 financial year, the 25% of
employees who used a small amount of
sick leave took 2.6 days or less (up from
2.4 days or less in the prior year), and on
the other end of the spectrum 25% of
employees took 10.5 days or more (up
from 9.9 days or more in the prior year).
The remaining 50% of staff took between
2.6 days and 10.5 days of sick leave, an
overall median of 5.9 days — this is the
‘normal’ range.

It is important for each council to examine
their sick leave profile in Figure 1.42,
especially if you have more than 25% of
employees in the higher range (taking
more than 10.5 days). Reviewing flexible
work practices might assist in reducing
sick leave as employees can work around
their appointments or family
commitments instead of being absent.

To gain a deeper understanding of your
sick leave profile we have provided each
council with a quartile breakdown on sick
leave taken by supervisors and above
compared to other staff in Figure 1.43. A
high level of absenteeism among
employees at the supervisor level can have
a demotivating effect on the lower levels of
staff, which may lead to higher
absenteeism in the team overall.

Figure 1.43: Breakdown of percentage of employees taking sick leave by

quartile
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Figure 1.44: Breakdown of percentage of employees taking sick leave by

quartile
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Key considerations

» Does management actively
review absenteeism across the
organisation?

« Which employee groups
(Ievels and business units) are
reporting consistent high
levels of absenteeism?

 Are you understanding the

root cause of critical
absenteeism to apply
preventative measures? Do
you perform return to work
interviews?

Do you equip managers with
the ability to manage and
monitor staff wellbeing and
absenteeism?

Z45)

median sick leave
days taken in FY18
across your
workforce

59

median sick leave
days taken in FY18
across the survey
population




Workforce

lAre you equipping staff with new skills?

Staff training

Our survey results show that 99% of
councils set a formal training budget each
year, however, only 24% of councils with a
training budget for the 2017-18 financial
year actually spent the full amount. This
trend has been observed for some years
now and remains an issue for the sector.
This year NSW councils have been more
likely to use their training budget,
compared to other jurisdictions, with one
third spending the full training budget.
Conversely, NZ councils are least likely,
with just 5% spending the full training
budget (down from 23% in the prior year).

Those councils that are spending less per
FTE on training, compared to the full
training budget, should be examining the
reasons behind this decision and the
possible ramifications on the workforce.

The rapid change in customer and
employee expectations, and the increasing
need to innovate, automate business
processes and introduce new technology
means that equipping staff with new skills
has become even more important than
ever. In saying this, just as much
importance needs to be placed on ‘soft’
skills that might already be expected of the
workforce, such as leadership,
communication and management skills.
This came out in PwC’s 21st Annual Global
CEO Survey, with 91% of CEOs who
participated acknowledging a need to
strengthen soft skills alongside digital
skills.15

If councils do not respond to this need to
create opportunities for learning, this may
lead to reduced productivity, low staff
engagement, loss of staff, reduced

management pipeline, as well as an
inability to innovate and quickly respond
to changing circumstances.

Some ways to provide staff training
options without impacting their day to
day roles could include:

« Offering short or long—term
secondments to other areas of the
business or councils

« Providing short and sharp sessions
such as ‘lunch and learn’, e-learns

 Incorporating training into planned
social or team bonding sessions

« Gamify the training, by using an app
or virtual simulations

Figure 1.45: Is your council spending its training budget? (A$)
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Figure 1.46: Actual training spend against training budget per FTE (A$)
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15 PwC, 2018, 21st Annual Global CEO Survey, ‘The Anxious Optimist in the Corner Office’.
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Workforce

IStrategy and performance are intrinsically linked

Performance appraisals

Committing to providing honest and WA councils continue to have a strong In SA councils, the most concerning trend

timely performance feedback can have a performance management culture with is the decrease in the provision of

significant impact on employee morale increases from the prior year across all performance appraisals to the ‘other staff’

and productivity, as well as create a staff levels except supervisor, which level, with just 56% of ‘other staff’

culture of continual improvement. decreased to 76% from 83% in the prior receiving formal feedback, compared to
year. NZ councils improved the extent of 84% in the prior year.

Our survey continues to highlight that feedback to all staff levels in FY18.

overall, CEOs and directors (70%) are We encourage councils to re-balance the

more likely to receive a formal Conversely, we see a dip in the conversations to be forward looking, focus

performance appraisal (although this is performance management culture across on future career paths and the capability

down from 75% in the prior year), NSW and SA councils. In NSW councils and development required to achieve this,

compared to staff members at any other there is a decline of 10 or more percentage  along with providing constructive

level. There has been a consistent points across all staff levels, compared to feedback on past performance. It is

downward trend across all staff levels, the prior year. This is particularly important to recognise achievements,

particularly at the supervisor level, with apparent for staff at the combined levels of  identify performance issues and plan for

only 51% of supervisors receiving formal CEO and director, which has decreased to further development needs.

feedback during FY18 (down from 60% in 70%, down from 85% in the prior year.

prior year). This could be a result of the tail end of the

NSW council reform.

Figure 1.47: How many of your employees had a formal annual performance appraisal in FY18?
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Workforce

I (d
Are your workforce costs growing faster than your revenue?

Productivity

It is very challenging to measure
productivity; there are many variables that
can influence revenue (outputs) and costs.
As a result, we present a directional view
only, looking at councils’ overall relative
performance in this area and identifying
performance segments on the charts
below, as a guide to help councils plan for
the future.

Our productivity segmentation measure
aims to assess whether councils are
improving the balance between the rate of
change and level of their controllable
outputs (measured by controllable
revenue), compared to the rate of change
and level of the employed workforce cost.

This year we see a shift from the
‘aggressive growth’ (now at 21%, down
from 31% in the prior year ) and ‘prudent
growth’ areas (down to 29% from 33%)
towards the ‘austerity’ area of the chart,
with 32% of councils clustered in this area
of the chart (up from 18% in the prior
year) sitting in this area. This suggests
councils have seen minimal growth in both
staff costs and controllable revenue.

There are many factors which could
contribute to these results, and councils
should consider how the below may affect
their productivity and growth:

Figure 1.48: Productivity compared to survey population
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Figure 1.49: Productivity compared to Metro councils
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Introduction or improvement of
automation, and other process
optimisation measures

Workforce review: does your workforce
have capacity? are all roles needed? can
your current staff levels cope with the
ramifications of growth?

Revenue review: do you understand the
root causes of any revenue leakage? Is
there more services you can provide
that you can recover the costs?

External factors, such as population
growth, land values, government
changes and legislations, could also be
affecting the output growth and
therefore overall productivity.

Definitions

Output growth is year-on-year
controllable revenue growth that
excludes revenue from providing
outsourced services, all types of
grants and domestic waste
management revenue.

Workforce growth is year-on-
year growth in total employee
costs.
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Workforce

IHow do you manage lost time injury incidents?

Lost-time injuries

In Figure 1.50, we have plotted each
council’s rate of incidents (measured as
the number of incidents per 100
employees) against the average claim cost.
We acknowledge that councils with a
higher percentage of outdoor workers may
have a higher rate of incidents.

We observe that, during the 2017-18
financial year, the average rate of incidents
has remained stable across all age groups
of workers. The two higher age brackets
(60+ and 46-60) continue to be the
highest relative number of incidents per
100 employees, with 2.6 incidents per 100
employees within the 60+ age group and
2.3 incidents within the 46-60 age group.
Councils should further explore the nature
of these incidents so they can implement
awareness and wellbeing programs that
target the 46-60 and 60+ age groups.

NZ councils continue to have a much
lower volume of days lost per 100
employees, with 13 days per 100
employees, compared to the Australian
jurisdictions. This is to be expected given
the higher rate of outsourcing of services
that occur across NZ councils. Within
Australia, we observe 52 days lost per 100
employees for SA, 62 days for WA
(although a decrease from 99 days in the
prior year), and 89 days for NSW councils
(up from 63 days lost per 100 employees
in the prior year).

The nature, shape and mix of council
services will invariably impact the extent
of workplace injuries, and where
outsourcing is used to deliver services it is
important that councils contract with a
provider that manages this risk
appropriately and that the contract itself
incentivises safe work practices.

Figure 1.50: Lost time injury incidents
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Key considerations

« Do you use the data you
collect on incidents to support
and improve your prevention
program?Is this analysed by
service area within the
council?

« What was the nature of the
incidents? How did they rate
on a scale of very serious to
minor?

Your
council lost

83 days

per 100 employees
in FY18

WA
councils lost

62 days

per 100 employees
in FY18

Figure 1.51: Incidents per 100 employees by age bracket
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lFinance Trend Summary
City of Joondalup

® WA Survey population
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lFinance partnering with the business

The role of finance

We continue to see the CFO playing an
increasingly important role in the
development of the strategic vision in local
government, with 70% of councils
reporting that their CFO works closely
with their CEO and senior executives to
define the business strategy.

Consistent with the prior year, NZ and WA
councils have CFOs who are more engaged
in a strategic role (86% and 78%
respectively), compared to 65% of SA
councils and 62% of NSW councils.
Importantly, both NSW and SA councils
are trending in the right direction; NSW
councils are up from 54% back in FY14,
and SA councils are up from 59% a year
ago, reflecting more CFOs playing a key
role in the development of the council's
business strategy.

This is crucial, as the role finance plays
within an organisation continues to extend
beyond the traditional finance function.
Organisations are increasing their use of
analytical insight to drive business
performance as well as increase the
transparency of performance to
stakeholders. Top performing finance
teams are playing a key role in supporting
the strategic direction and growth of their
organisations, and leading the way in
digital transformation, in areas such as
robotic process automation (RPA).

RPA involves the use of software to
perform high-volume, repeatable, rules
based tasks. The turnaround time on some
financial processes can be dramatically
reduced which allows highly skilled
finance teams to focus on business

analysis to drive commercial insights,
rather than time spent on transactional
tasks.

Often a proof of concept approach is the
best way to start and includes assessing
the suitability of various financial
processes that could benefit from
automation technologies.

The CFO or senior finance professional
now has the opportunity to embrace and
promote strategic transformation, while
also safely and reliably managing the
reporting and control functions of the
council.

Finance has a critical role to play in ensuring organisations
continue to thrive. This requires investment in new practices,
technologies, and skills that increase the business's capacity to
adapt at pace.'®

Figure 2.1: What role does the CFO play in the development of the council's business strategy?

Survey Population

Works closely with CEO & other
senior executives to define
business strategy

Provides analytical support to
senior management as required &
comments on strategy proposals

Plays no direct role in the
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16 PwC global Finance Effectiveness Benchmark Report 2017, ‘Stepping up: How finance functions are transforming to drive business results’.
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lFinance partnering with the business

The role of finance (continued)

Finance professionals who have an
analytical mindset and are experienced
and creative are best placed to deliver
meaningful data-driven insights that lead
to strategic transformation. Creating a
dynamic finance team often attracts high
calibre candidates with a higher level of
education.

Top organisations are changing the skill
profile in finance to be more insight
driven. This is in contrast to teams stuck
in the traditional finance function
mindset, typically with leaders who are not
committed to agility and innovation.®

Our overall survey findings are reflecting a
more educated finance team, with 50% of
finance employees now having at least a
bachelor’s degree (up from 43% in the
prior year), and 28% having a
postgraduate qualification (up from 24%).
NZ councils continue to employ higher-
educated finance staff, with 68% holding
at least a bachelor’s degree, followed by
46% of WA councils and 44% of SA
councils (compared to 39% in NSW).

With this level of highly qualified staff, it
will be important that the work is
challenging and impactful and that the
finance function becomes insight-focused,
with transactional activities being reduced
through the use of automation
technologies.

Key considerations

« Has your CFO and finance team identified a clear value proposition —

one that leads to a more informed performance discussion with the
business units and the leadership team?

Does your CFO collaborate closely with the business to identify strategic
opportunities and threats? Can they identify strategic priorities and
highlight ways to drive the business forward?

Is your finance function embracing change, and starting to explore how
automation technologies could reduce time and occurrence of errors,
allowing a re-focus on driving data-driven insights?

Is your finance function supporting business units to understand the
overall performance of their areas, providing more visual and analytical
insights to assist business decisions and longer term plans?

Figure 2.2: Finance employee qualifications (cumulative)

» Percentage of survey population FY17
28%
Postgraduate qualification
50%
At least a bachelor degree
76%
At least some post-school
qualification S57%
95%
Atleast a high school certfcate
100%

At least some high school

"1 Survey population
B City of Joondalup
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IHow are you leveraging technology to create real time insights?

Finance function activities

We continue to observe a focus by council
finance functions in devoting time to
value-adding business insight activities.
Almost a quarter of finance effort (23%) is
spent on business insight activities
(slightly down from 24% in the prior year),
17% on compliance (no change from the
prior year), with the remaining 60% of
time on transactional efficiency (up from
59% in the prior year).

This measurement is based on employed
resources only, and so those councils that
have outsourced or share some
transactional functions (eg. 8% of councils
that outsource or share accounts
receivable/payable) should expect a lower
proportion of effort allocated to
transactional efficiency.

There has been no change in the
proportion of time spent on business
insight activities across metro and regional
councils, yet rural councils have reduced
their focus on business insight, now 17%,
down from 22% in the prior year. The
increased focus on transactional tasks in
rural councils (63%) is comparable to the
result two years ago.

Our metro council result of 28% of time on
business insight activity surpasses the
global benchmark of 24% of time devoted
to business insight activities, as evidenced
in the 2017 PwC finance effectiveness
benchmark report7, where results were
drawn from over 600 PwC finance
benchmark engagements across different
industries around the globe.

The global findings highlight how leading
finance organisations are delivering

greater commercial impact by harnessing
the skills of the insight-focused employees
to analyse and interpret large datasets.

In order to achieve a high performing
finance function, the PwC finance
benchmark report'® recommends
prioritising the following areas:

» Adding value through partnering with
the business and delivering insights

« Investing in skills to enhance
problem-solving and their commercial
mindset, with soft skills such as
communication, creativity and
teamwork

+ Focusing effort on analysing data,
not just collecting it

« Making savings a high cost finance
function does not equal a top
performing team, the benchmarking
found leading finance functions cost
35% less than the median finance
functions

+ Eliminating inefficiency by not only
focusing on automation and process
improvement, but understanding how
technology could be used to eliminate
some processes altogether.

As a result of digital advances, the
opportunity now exists for finance teams
to transition to more timely and insightful
management reporting. Using the latest
business intelligence and data
visualisation packages allows for more
self-service information gathering and
analysis that in turn creates more capable
users.

In addition, emerging technologies such as
artificial intelligence and automation can
increase efficiencies and quality within
finance transaction processes while
reducing costs in the long term. More
importantly, investments in new
technologies can provide the finance
function the capacity to spend more time
on analysis and value add activities.

Key considerations

» Have you reviewed how many
tasks or processes could be
improved, automated or
eliminated to increase
efficiency?

Have you created an
inventory of finance reports
produced and then
researched how they are
being used by the business?
Eliminating any that are
irrelevant?

Have you invested in
technology to support better
financial and business
analysis, and reduce the
amount of time spent
gathering and manipulating
data?

Are your finance teams
empowered with online
collaboration tools and/or
mobile computing to create
flexibility in working
practices?

Figure 2.3: Finance function effort by process

Transactional
efficiency

Survey population
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17 PwC global Finance Effectiveness Benchmark Report 2017, ‘Stepping up: How finance functions are transforming to drive business results’.
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|What is your finance function really costing you?

Finance function cost

Finance teams face mounting pressure to
deliver greater value and innovation, while
at the same time maintaining a focus on
efficiency and cost. It is, therefore,
important to understand the cost of the
finance function when assessing the
current value derived and changes that
may be required to create further
efficiencies.

Based on the most recent global PwC
finance effectiveness benchmarking study,
global finance functions are costing a
median of 0.86% (finance cost as a
percentage of revenue), with the lowest
cost quartile finance functions measuring
0.55%.19

By comparison, the overall median local
government result of 2.3% is regarded as
high. SA councils continue to have the
highest median cost of finance as a
percentage of revenue (3.4%), equating to

1.5 times more than the overall median of
2.3%. This is likely related to the high
amount of time spent on business insight
activities (27%), as well as the high
percentage of SA council finance teams
holding a postgraduate degree (33%).

Likewise, we see NZ councils with the
second highest median cost of finance, at
2.4%, and an increased amount of effort
on business insight activities occurring
(31% of time), and a larger proportion of
the finance team holding post graduate
degrees (39%).

These results are consistent with the
findings from the PwC finance
effectiveness benchmarking study, which
found that not only do top-finance
functions spend more time on work that
adds value, they also pay their ‘insight’
professionals more.2°

Opportunities still exist for local
government finance functions ranging
from exploring automation, elimination of
low value activities, and improved efficient
use of capacity to potentially share
financial transactional activities.

The PwC finance benchmark report>!
identifies that 40% of finance effort could
be aligned to more value-driven activities
through automation, which will ultimately
reduce the cost of the finance function.
The report goes further to rank typical
finance processes by their automation
potential. The top three best opportunities
for automation are noted as being the
billing, reporting and general accounting
processes. Automation can be achieved
through the introduction of a variety of
systems or technologies including web-
based tools, enterprise resource planning
systems and artificial intelligence or
robotic process automation technologies.

Figure 2.4: Cost of finance as a percentage of revenue (council jurisdiction)
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19 PwC global finance effectiveness benchmark report 2017, ‘Stepping up: How finance functions are transforming to drive business results’.

20 Ibid
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How efficient is your finance function?

Days to report and manual journals

It is crucial for the CFO and senior
management to have access to timely,
insightful and accurate information to
support efficient decision making. A
drawn-out reporting cycle can signal an
irregular amount of time spent gathering
and collating data, restricting the team’s
capacity to deliver value-driven analysis
and interpretation of results.

Our survey results show that the median
council operates with a close-to-report
cycle within 11 days, up from 10 days in
the prior year. In comparison, top quartile
councils are able to provide financial
results to senior management in just 8
days, up from 7 days in the prior year.

By jurisdiction, we see an increase in the
NSW days-to-report median, now at 11
days, compared to 10 days in the prior

year, and the median SA council has
shifted to 12 days, up from 11 days. Both
the median NZ and WA council remains
stable at 10 days to report to senior
management.

Strategies to reduce the duration of
month-end close and reporting, aside from
automation, include:

« Setting materiality thresholds for
reconciliation investigations

» Adjustments and accruals

+ Performing tasks throughout the month
instead of waiting for month end

» Reducing and simplifying management
reporting to meets the needs of the
business

Figure 2.6: Days to close and report

Median Council

Top quartile

City of Joondalup

1

n=139
B Survey population
B City of Joondalup

One indicator of an efficient finance
function can be the number of manual
journals processed in any given year. Our
findings show that 22% of surveyed
councils are processing more than 1,500
manual journals annually, down from
26% in the prior year. If we assume that
each manual journal takes approximately
three minutes to process, then this
equates to one person spending at least 75
hours a year or around 10 business days
per year manually processing journals.

Quality control is also a factor to consider
and involves additional time spent by
senior resources on the validation and
review of the manual journals for accuracy
and completeness. This time could be
spent on more more value-adding
business insight reporting at month end.

Key considerations

« Have you standardised your
data and investigated or
implemented an automated
approach to data collation?

Do you have a smart and
efficient close-to-report cycle?

Are you using low-cost data
analytics tools to improve
data visualisation allowing for
more rapid interpretation of
results?

Figure 2.7: What was the total number of manual journals processed in the year ending 30

June 2018?
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Delivering financial information to senior management

Reporting to management

A key responsibility of the finance function
is to provide timely financial reporting to
the senior management team. NZ and WA
councils continue to be more likely to
report monthly financial information with
senior management, with 90% and 97%
respectively doing so.

SA councils are trending upwards to more
timely reporting, with 79% reporting
monthly (up from just 53% in the prior
year). NSW councils have the lowest rate
of monthly reporting, just under two
thirds of NSW councils (63%) report
monthly, with 36% reporting quarterly.
This may be a result of the requirement for
NSW councils to present a Quarterly
Budget Review Statement, minimising the
perception of a need to report monthly.

Large councils remain more likely to
report to the senior management on a
monthly basis (86%), compared to 77% of
small councils and 76% of medium-sized
councils that report financial results on a
monthly basis.

Councils need to consider their specific
circumstances to determine the optimal
frequency of reporting. Those councils
with a larger workforce and greater span

N

of control may need more frequent
reporting as senior management are not
able to be in the day to day detail of
operations and finances. In comparison,
smaller workforces or rural councils may
have more a stable financial and
operational environment and more
involvement by senior management in
day to day operations, both of which could
allow for less frequent formal
management reporting to be adequate.

Percentage of councils

reporting financial
information on
a monthly basis

y

95

Figure 2.8: How often do you report approved financial information to senior management?
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Delivering financial information to senior management

Sharing financial results

In many organisations, the role of finance
has expanded to include supporting
strategic decisions and driving the
organisation’s agenda. In order for the
finance function to do this, they need to
provide, interpret and analyse the most
relevant financial information at the
optimal time. By building relationships
with their peers in other areas of the
business, the finance team can better
understand what key insights are needed
and when.

Our survey results suggest extensive
sharing of financial results with the CEO,
directors and managers. Lower levels of
management are less likely to receive this
information however, with our collected
responses indicating that just 56% of team
leaders and 37% of supervisors are
provided with the ability to draw insights
from financial information.

Sharing financial results and business
insights with various levels across a
council is one way to create a culture
where employees within business units
become more engaged with, and
accountable for, the council's key financial
performance drivers.

Exposing team leaders and supervisors to
a variety of financial metrics allows them
to absorb and understand these key
business drivers — instilling a sense of
ownership and responsibility as they
consider what it means to their business
unit and team — before they move into the
more senior levels of management.
Similarly, if this information is shared
with the ‘other staff’ level, they can begin
to understand the bigger picture and get
excited about the future for the council
and their own career path.

Key considerations

« Are you encouraging finance
staff to engage with the
business to better understand
what insights are needed for
effective decision making?

Is peer to peer relationship
building across finance and
other parts of the business

rewarded and encouraged?

+ Are your finance team
equipped to support the
business as a true business
partner? Do they have the
right skills and mindset to
clearly convey insights and
recommendations to their
internal customers?

Figure 2.9: Who receives financial updates about council's performance from the finance department?
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IBalancing insight and efficiency

Budgeting

One of the benefits that stem from the
annual budgeting process is the business
insights generated as a result of the
collaboration between the finance team
and the business. By coupling analysis of
past performance, with an understanding
of future strategic priorities, the budgeting
process can assist in forward focused
business decisions, as opposed to just an
exercise of gathering and manipulating
data. This is supported by the PwC finance
effectiveness benchmarking study?? which
notes that the value of the budget comes
from the collaboration on business
decisions and connected thinking.

When assessing the time councils spend
on the budgeting process, we measure
from the date the process officially begins
to the date the budget is finalised and
loaded into the accounting system. The

median results for the 2017-18 financial
year budget process remain relatively
stable overall, with 141 days to complete
the budget process (down from 143 days
in the prior year). The median days range
from 107 business days in small councils,
to 164 business days in large councils.

Analysing by council jurisdiction shows
WA councils continuing to complete the
cycle in the shortest time frame, with a
median of 119 days. At the other end of the
spectrum, NZ councils come in with a
median of 226 days — adding 21 business
days to the budget process, compared to
the prior year, and 47 business days
compared to two years prior.

Looking deeper into the budget process in
Figure 2.11, we see that finance teams
continue to spend most of their time

preparing and refining the budget to
obtain senior management approval, with
69% of the total budget time spent in this
first phase. We continue to see WA
councils spending more time (83%) on
this first phase of preparation, compared
to 69% for NZ, 65% for NSW and 65% for
SA councils.

By automating parts of the budgeting
process, or improving the planning
process to reduce known bottlenecks,
councils can reduce the length of the
budget preparation process without
reducing the potential benefits. This is
supported by the PwC finance
effectiveness benchmarking study where
35% of processing time could be
eliminated by investing in automation of
the budgeting and forecasting process.

Figure 2.10: Total elapsed business days for the budgeting process
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Figure 2.11: Proportion of total elapsed budget days by stage
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22 PwC global finance effectiveness benchmark report 2017, ‘Stepping up: How finance functions are transforming to drive business results’.
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IBalancing insight and efficiency

Forecasting

Senior management require access to
frequent, relevant forecast information to
be able to adequately assess and respond
to changing financial results. Forecasting
can orient management towards emerging
trends, business risks and issues in a
timely manner, enabling a more efficient
and informed business decision making
process to occur.

By setting a materiality threshold,
management can efficiently understand
the forecast variances and highlight
appropriate recommendations and
remedies required at that time. By
allocating the required actions to specific
staff members, accountability is created to
ensure the desired outcomes are achieved.

While Australian councils have
traditionally been more likely to forecast
performance to budget, we now observe
81% of NZ councils forecasting throughout
the year, up from 74% in the prior year.

When looking at the frequency of
forecasting, WA and NZ councils are more
likely to to forecast on a monthly basis and
are trending upwards in the proportion of
councils that forecast at this frequency
level. For NZ councils, this also coincides
with the increase in the preparation of the
forecasts, with 47% forecasting monthly

Key considerations

(up from 35% in the prior year), and 56%
of WA councils preparing a forecast each
month.

In comparison, just 27% of NSW councils
and 20% of SA councils forecast monthly,
with the majority of NSW and SA councils
forecasting less frequently.

» Have you explored the use of automation technologies to create a more
efficient budgeting and forecasting process?

Do you have the right level of oversight and project management of the
budgeting process to ensure it is a continuous, efficient process with no

bottle-necks?

Do you use your budgets and forecasts as a critical management tool to
drive discussion, decisions and behaviours?

Do you have the right balance between the need for the business to have
frequent and relevant forecast information, and corresponding costs?

Figure 2.12: Do you formally forecast your performance to budget throughout the year?
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Figure 2.13: How frequently are forecasts prepared?

Survey Population NSW NZ SA
Weekly H : :

1% (m) P0% (m) P 0% (m) P 0% ()
Monthly @ @ @

30% (A) ¥ 20% (A) 2 35% (A) Y 27% (V)
Quarterly @ @ @

53% (A) Y 74% (V) 45% (V) Y66% (A)
® | ®
months 9% (V) i 0% (w) 5% (A) L% (V)
@ . ©

3% (A) T 4% (V) 5% (A) : 0% (A)
On request @

3% (V) 2% (V) 5% (A) 0% (m)
Unable to say : :

1% 0% 5% 0%

© @ Survey population
O City of Joondalup

3

4% (m)

@.

47% (A)

1% (A)

30% (V)

4% (m)

4% (V)

0%
n=122

The Australasian LG Performance Excellence Program FY18 | 57



Finance

[ .
Source of income

Revenue profile

The mix of income associated with local
government is not directly comparable
between Australian and New Zealand
councils, due to diverse service delivery
models and different levels of
responsibility between local government
and other levels of government.

While we have observed over the years NZ
councils revenue profile being driven from
residents and businesses through the
collection of rates and annual charges
(58% of all income), we see a slight lift in
the proportion of income from alternative
income streams, with 18% sourced in this
way (up from 14% in the prior year).

The surveyed Australian councils do have
some differences; SA councils derive 73%
of their revenue from rates and annual
charges, compared to 58% in WA councils
and just 42% in NSW councils. NSW
councils continue to source a larger
amount of revenue from grants (33%),
over double the percentage of revenue
derived from grants in SA councils (14% of
all income).

This increased reliance on grants for NSW
councils stems from the fact that the NSW
survey population has, for the past three
years, comprised a high percentage (83%)
of rural or regional councils that rely on
government grants to manage their

extensive road network. In FY15, when
there was a smaller percentage of NSW
rural and regional councils (60% of NSW
surveyed councils), grants comprised just
one quarter of the total revenue derived by
NSW councils.

When comparing this across all surveyed
councils, we observe regional and rural
councils deriving around 30% of revenue
from grants, compared to just 17% in
metro councils.

The issue of revenue generation and
revenue control is a perpetual one for all
councils and as such, while different
jurisdictions have different legislative
frameworks, based upon these results, the
issue of having a level of control over
income is still one that is extremely
important.

It is essential that councils continually
review their overall current revenue
profile, including an in-depth analysis of
the source of income mix. A high level of
income diversity is key to a healthy
revenue flow, as is looking for new sources
of sustainable revenue or ways to reduce
the reliance on less stable existing income
sources. It is important to continuously
determine how best to manage this critical
component in order to support long term
plans.

Key considerations

« Does your council review its
revenue mix as an area for
more active discussion? Do
you understand if any
implications exist regarding
this area?

Does your management team
think laterally when it comes
to identifying new revenue
opportunities?

Does your council have the
right skills, resources and
ability to identify additional
revenue opportunities?

Have you considered
contingency plans, in the case
of short term or vulnerable
funding being discontinued?

What dormant opportunities
lie in your existing revenue
streams, fees and services?

Have you carefully analysed
new service pricing options in
a bid to optimise revenue?

Figure 2.14: FY18 revenue profile

City of Joondalup Survey Population

Rates and annual
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Finance

IOptimising working capital

Collection of rates and annual charges

Fast and efficient collection of rates and
annual charges supports councils to better
manage and allocate cash flow and
working capital.

Minimising barriers and facilitating easy
payment options for ratepayers, as well as
automating financial processes, can help
optimise labor-intensive processes, and
improve the relationship between
councils, ratepayers and suppliers.

Figure 2.15, shows the cumulative
collection of rates and annual charges
compared to the survey population, and
figure 2.16 displays the quarterly cash
collections during the 2017-18 financial
year. Overall we see this has improved
slightly from the prior year, with 60% of
rates being collected by the end of the
second quarter, up from 57%.

WA councils continue to front load their
cash collections from rates and annual
charges, compared to the other council
jurisdictions, with 61% of this pool of
funds collected by the end of quarter one.
In comparison, NZ and SA collect 31% and
NSW councils collect 36% of their rates by
the end of quarter one. NZ councils have
shifted their cash collections, with 55% of
rates and annual charges being collected
by the end of the first two quarters, up
from 47% in the prior year.

Some methods which a number of councils
use to increase their ability to collect
payment upfront includes:

+ The offer of incentives for early
payment or the imposition of a small
fee for late payments

« Offering discounts and entry into early
payment prize draws

+ Charging a small interest fee and/or an
instalment fee if ratepayers choose to
pay in instalments.

The infographic shows the dollar-value
equivalent of 1% of rates and annual
charges collected. Based on this, councils
can calculate how far ahead or behind they
may be, quarter by quarter.

Every 1%is
equalto

A$1.2M

SJoryour council

Figure 2.15: Cumulative collection of rates and annual charges
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Figure 2.16: FY18 quarterly collection of rates and annual charges
NSW 36% 21%
NZ 31% 24%
SA 31% 24%
WA 17%
City of Joondalup 12% 2%
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ITracking and managing capital projects

Capital project expenditure

The effective management of capital
expenditure is particularly important due
to local government’s asset-intensive
nature and the limited capacity of council
operating budgets to absorb variations in
the financial outcomes of capital projects.
We acknowledge that capital expenditure
can be volatile in nature depending on a
council’s budget, and any significant works
or project that is being undertaken in a
particular year, many of which are linked
to their role in the community or location.

When analysing capital expenditure per
resident by council type, we continue to
observe a range from a metro council
median of A$315 per resident (or NZ$342)
to a rural council median of A$1,175 (or
NZ$1,247) per resident.

A key component of this higher spend per
resident in rural councils is the
maintenance required for large-scale
regional infrastructure such as, but not
limited to, roads and bridges. In some
cases, this infrastructure investment also

benefits the state or jurisdiction such as
primary roads running through a local
government area connecting key cities or
towns, and grants are received in relation
to the capital works.

Geographically, NSW councils continue to
have the highest capital spend per
resident, with a median of A$790
(NZ$847) compared to the other council
jurisdictions where the median capital
spend ranges from A$400 (NZ$434) in
WA to A$570 in NZ councils (NZ$618).

Figure 2.17: Total capital expenditure (A$) per resident (type of council)
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Figure 2.18: Total capital expenditure (A$) per resident (council jurisdiction)
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rate online customer
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IOperah’ons Trend Summary

City of Joondalup
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lFostering productive corporate service functions

Corporate services

Corporate services functions provide
important support services and expertise
to the entire organisation, and are
responsible for establishing safe and
sustainable practices so that core
activities can be delivered. Through their
specific skill sets and expertise, corporate
services can provide management with
business-critical information and insights
needed to cultivate effective and efficient
business processes. This then enables
management to make sound decisions for
the future.

4.6

Your corporate service

FTEs per $10M total
operating expenditure

5.0

WA's corporate
service FTEs per
$10M total operating
expenditure

Our program focuses on four specific
corporate services: customer service,
finance, human resources (HR) and
information technology (IT). These
corporate services represent 9% of the
total council operating expenses, with
12% in SA, 10% in NZ, 8% in WA and 7%
in NSW councils.

Corporate
services represent

10%

—

of your total
operating expenditure

When looking across the different
council sizes, the resource mix between
the four areas has altered marginally in
the past year. We observe small councils
continuing to have a larger finance FTE
representation in the corporate service
function (at 48%), in contrast to 31%
finance FTEs in medium and 29% in
large councils. The opposite applies to IT
staff where large and medium councils
have almost twice the amount of FTEs in
this corporate service function, compared
to small councils.

Corporate
services represent

8%
of WA's total

operating expenditure
-

<=

Figure 3.1: Breakdown of corporate service full-time equivalents

City of Joondalup
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lFostering productive corporate service functions

Corporate services (continued)

IT continues to be an area going through
change in regards to the method of
delivery. Our findings show that large
councils continue to reduce the
proportion of in-house IT staff, with 3.8
per 100 employees (down from 4.9 two
years ago). There remains a stronger
reliance on outsourcing or sharing ‘IT
hosting and support of systems’, with 75%
of large councils operating in this way.
Interestingly, 68% of small councils
outsource or share ‘IT helpdesk support’
which may explain the lower level of IT
staff per 100 employees (2.0), as
discussed further in this section of the
report.

If your council has made the transition to
cloud infrastructure, consider whether
you have been able to achieve expected
cost savings, particularly if your business
case was based on headcount reductions.

The level of resourcing in direct customer
service FTE roles remains stable across
all councils, with 4.2 customer service
staff per 100 employees. We observe a
closing of the gap between large/medium
and small councils in FY18, with small
councils carrying just an extra 0.8
customer service staff per 100 employees
(down from a gap of ~1.1 in the prior
year). We further explore the level of
resourcing in customer service in the
‘Servicing the community’ section of this
report, where we observe the median
customer service FTE per 10,000
residents has decreased slightly from 2.3,
to 2.0 FTEs.

The ability of large councils to benefit
from economies of scale and perhaps
invest in new technology, such as process
automation, continues to be evident in
the allocation of resources to finance,
with 4.1 finance staff per 100 employees,
compared to 4.7 in medium and 7.4 FTE
in small councils.

Our findings show that HR resourcing is
similar across the different council sizes,
with 2.6 staff per 100 employees in large
councils, and 2.5 and both medium and
small councils. The year on year
movement shows an increase in
allocation of HR resources in large and
medium-sized councils, compared to the
slight downwards shift in small councils
(2.5, down from 2.7 in the prior year).

64 | PWC

Figure 3.2: Breakdown of corporate service staff per 100 employees
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ILeading councils have an IT strategy

Importance of an IT strategy

The 2017 PwC Global Digital IQ Report
surveyed 2,216 business and technology
leaders and points to a connection
between organisations that have more
comprehensive digital strategies and
those that achieve stronger financial
performance.? The top performers in the
survey tended to have broader definitions
of digital, encompassing customer-facing
technology and going beyond ‘IT” and
embedding technology into an
organizational mindset.

Unfortunately in our results, we only see
56% of participating councils with a
formal IT strategy that aligns to the
business strategy, increasing marginally
from 54% in the prior year. This means
there are 44% of councils without a
formal planned approach to managing
their digital strategy. A shared plan
between IT and the organisation,
developed with existing and future
business needs in mind can be the key to
unlocking the persistence and the
investment required to achieve change.

Each year we continue to have less than a
third of councils managing their digital
approach with a draft IT strategy (26%,
down from 32% in the prior year). Of
concern, is the highest proportion of
councils (18%) since FY14, operating
without a formal or draft IT strategy.

This increase is driven by SA councils,
with a large 44% operating without a
formal or draft IT strategy (up from 24%
ayear ago), and to a lesser extent NZ
councils, with 24% without an IT strategy
(up from 11%). At the other end of the
spectrum, we observe 65% of NSW
councils with a formal IT strategy.

This area continues to be an opportunity
for councils. It is important for councils
to reconsider their appetite for developing
an IT roadmap and digital strategy that
focuses on strategic priorities. Senior
management need to drive innovation
supported by an IT strategy that
articulates how the adoption or upgrade
of technologies and infrastructure will be
balanced between employee, customer
and supplier needs.

Percentage of councils
with a formalIT
strategy in place

Ny

52%

Figure 3.3: Does your council have a formal or draft IT strategy that aligns with the business strategy?

Survey Population

Formal IT strategy

54% (A)

Draft IT strategy

32% (V)

IT strategy does not
exist, or unable to say

14% (A)

NSW NZ

61% (A 52% (m

29% (V) 37% (V)

10% (V) 1% (

o0
O

23 PwC 2017, Global Digital IQ Survey, ‘A decade of digital: Keeping pace with transformation’
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ILeading councils have an IT strategy

Importance of an IT strategy (continued)

Digital strategies play a key role in
ensuring that IT systems and processes
are running as effectively and
competitively as possible. An IT strategy
defines how technology will support the
business strategy with project rationale,
timelines, allocation of business and IT
owners and estimated investment and
duration.

Given that 44% of councils are operating
without a formal IT strategy, it is not
surprising to see the majority of councils
(67%) across all regions reporting just
‘adequate IT systems’. This is reflected
strongly in 81% of NZ councils, constant
with the prior year. Notably, we see a
decline in the proportion of NSW councils

rating their systems as ‘effective’; 25%,
down from 31% a year ago.

The 2017 PwC Global Digital IQ Survey,
goes on to explain that CEOs have become
the champions for digital, with 68% now
championing digital transformation,
compared to just 33% back in 2007.24 It is
crucial that the council leadership team
actively supports and collaborates to create
a clear vision, comprehensive plan and
adoption strategy to support digital
transformation in the coming years. This is
an opportunity to move away from the
status quo and create a dynamic workplace
where technology enables efficiency for
both employees and a better customer
experience for the community.

Key considerations:

» Do you have a strategic view
of your current digital
capability within your
council?

Which area within your
council has the responsibility
for ensuring you have a
robust IT strategy that
connects to your customer
experience?

Do you position IT as a
central capability identified as
essential (not optional) in
your strategic plan?

The human experience is a critical dimension of Digital IQ; to be
successful in the digital economy, organisations must create
agile, collaborative cultures that adapt to change, focus
adequately on customer and employee experiences, and develop
the right mix of skills within their workforce.>>

How will you acquire and
develop the digital skills and
capabilities you need in the
future?

Figure 3.4: How effective are IT systems at supporting your business?

Survey Population

The systems are effective and a
source of real business
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The systems are effective; there
are no concerns about their
functionality

O

There are adequate systems but
there is some functionality
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There is widespread
dissatisfaction with functionality
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The CEO and directors are
concerned about the ability to
meet business needs

NSW NZ

8% (V) 1% (V) 4% (V)
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|Invesl‘ing inIT

IT spend

IT spend per employee continues to vary
considerably, both geographically and
across council size. This is to be expected
in a single year given the cyclical nature
of IT priorities, projects and investments,
however the consistent higher median
spend by NZ councils (compared to
participating Australian councils) and
lower median spend by small councils
(compared to large and medium councils)
has been settled in these patterns for a
number of years.

Large and medium-sized councils
continue to report a median IT spend per
employee that is more than double the
median for small councils. Further, we
observe small councils with a static
median spend, compared to the prior

year, while the median IT spend per
employee has grown by 11% in both large
and medium councils.

When analysing median spend across
council jurisdictions, NZ councils
continue to spend more on IT than other
council jurisdictions, as well as investing
heavily in the past year, with a 21%
increase in median spend per employee.
While NSW councils are at the other end
of the spectrum on median spend, they
have invested in the past year, with the
median IT spend per employee increasing
by 11%, compared to the prior year. Some
of this increased spend is attributable to
the investment that merged NSW
councils have made integrating IT
systems.

While a higher IT spend per employee may
indicate strong investment in digital
transformation, given 46% of councils
operate without a formal IT strategy,
proper consideration of the components of
the IT spend and how this links to the
business strategy is the next step in
understanding whether the IT spend
represents an investment in
transformation, or a system that is
expensive to keep operating.

We continue to encourage the council
leadership team to properly plan IT spend
by identifying business areas that can
benefit from integrated IT systems, cloud
computing, software developments and
investment in experienced IT
professionals.

Figure 3.5: IT spend (A$) per employee (size of council)

FY17
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Figure 3.6: IT spend (A$) per employee (council jurisdiction)
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IM anaging your IT projects

IT priorities

Councils are facing greater pressure to
digitise their internal business processes
and better interact and engage digitally
with the community. Given the reality of
budget constraints, there is even more
reason for councils to formalise an IT
strategy that documents the prioritisation
of ongoing IT maintenance on existing
systems versus investment in IT
innovation and new technology
enhancements.

It is important then that IT priorities align
in a way to ensure efficient and cost
effective delivery while aligning to the
business strategy.

In our program, we ask councils to rank a
selection of IT priorities. The overall top
priority continue to show that councils are
acknowledging the importance of

improving technology, providing capacity
for staff to focus more on customer service
and improving community satisfaction
and engagement.

It is encouraging to see a decline in the
focus on day to day technology
maintenance, which could indicate a more
innovative digital approach being adopted
by councils outside of the standard
ongoing maintenance. This shift in focus
has resulted in an increase in the
proportion of councils ranking ‘online
customer self-service’ as a number one
priority (21%, up from 10%). This is an
important step towards digital
transformation, through the introduction
of self-service options, councils can
provide a more flexible, and likely more
convenient, customer experience.

Key considerations:

« Isyour technology assisting
the business to be efficient as
well as meet and support
changing customer needs in
service delivery?

How are you managing
information security and
protocol around cyber attacks
and data breaches?

How are you managing digital
transformation as well as
business as usual IT?

Figure 3.7: What are your top three IT priorities over the next three years?

Improving technology for staff working
and collaborating in the office

Automating operational processes for
service delivery

Improving technology for staff working
and collaborating remotely

Online customer self-service

'‘Business as usual' technology
maintenance to support existing services

Automating operational processes for
cost savings

Cyber security implementation

Data analytics and business intelligence

Integrating amalgamating council IT
systems

1% ——

Dashboarding to communicate business

0,
performance 1%
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|Managing your IT projects

Top IT priorities by
council jurisdiction

1. Cyber security implementation (54%)
2. Online customer self-service (54%)
3. Improving technology to facilitate working remotely (50%)

1. Improving technology to facilitate working remotely (54%)
2. Automating internal processes for enhanced services delivery (52%)

3. Online customer self-service (50%)
[ J

‘1' Yy

1. Automating internal processes for enhanced services delivery (61%)
2, Improving technology to facilitate working locally (48%)

3. Online customer self-service (44%)

o
1. Automating internal processes for enhanced services delivery (58%)
2. Improving technology to facilitate working locally (48%)
3. Cyber security implementation (43%)

The Australasian LG Performance Excellence Program FY18 | 69



Operations

| .
Customer service scorecard

Automating the customer experience

As more organisations offer online and
self—service options to their customers,
consumer expectations are shifting
towards an automated online approach
becoming the norm. Customers are
expecting more flexible, easily accessible
and convenient interactions and
experiences with their council. The
customer service function is often the first
interaction residents and businesses are
exposed to, whether it be via the website,
phone or face-to-face, and so it is vitally
important to the overall community
satisfaction.

Embracing new technology can enable
customer service enquiries to be dealt with
faster, and at a time convenient to the
resident or business. This can help to
alleviate resourcing pressures and
associated cost pressures often faced by
customer service departments, and can
also provide an enhanced service
experience to many members of the
community.

While automation of the customer service
experience is popular, there needs to be
recognition that for some groups of the
community, accessibility requirements will
need to be considered by councils. For
example, following a digital
implementation, traditional methods of
engaging with the community may need to
stay in place for a period of time (paper
forms, in person counter service) to make
sure that everyone can access services.

It is interesting to note that in the PwC
Future of Customer Experience Survey,
where 15,000 people from 12 countries
were surveyed, most consumers say
they’ll want more human interaction in
the future, with 81% of Australians saying

Online
Payments
(93%)

[ ]
Library
Services

(91%)

they’d want to interact with a real person
more as technology improves. Hence,
while it’s important to take advantage of
automation, councils should make sure
customers can reach a human when one
is needed.2¢

Top online customer

self—service areas

Library
Services

(85%)

Submit a
Service Request
(90%)

26 PwC, 2018, IT Foresight, Experience is everything: Here’s how to get it right’.
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l .
Customer service scorecard

Automating the customer experience (continued)

While there are some differences between
jurisdictions, the general trend is towards
more online service delivery and access to
customer self—service. Compared to the
prior year, more councils are now offering
online library services (85%, up from
80%), online payments (84%, up from
79%) and online submission of a service
request (76%, up from 68%).

Given 90% of NZ councils are offering
online service requests, this a good
opportunity for participating Australian
councils to further explore how to move to
a more digital approach to service

requests. This is particularly evident for
the 36% of WA councils, that are not
offering this online service.

Across the survey population, one of the
largest shift comes from 60% of councils
offering residents the ability to track
applications online, up from just 49% in
the prior year. It is interesting to note the
disparity between councils offering online
application submission and online
application tracking. There is a clear
opportunity here for councils to provide
complete application services online, both
submission and tracking.

An increased number of NSW councils
now offer their customers the ability to
make online payments (79%, up from
67% in the prior year). This brings NSW
more into line with the rest of the council
jurisdictions, with 93% of WA, 91% of SA
and 81% of NZ councils offering this time-
saving service for residents and
businesses.

Figure 3.8: Percentage of councils offering online customer self—service

Survey Population

Library services

Online payments

O

NZ

P =
a K4
o\° =

SA

86%

(4) 74% (A)

9‘%

A) 94% (V)

Submit a service request

Application tracking

Submit an application

Property enquiry

Development planning

Request property certificates

Update registered email address

Online bookings for halls and
community facilities

Submit and track service requests

View your accounts

0% (A) 85% (m) 74% (A)
D @

9% (A) 67% (A) 89% (V)
(701

68% (A) 67% (A) 78% (A)
O @

49% (A) 75% (A) 22% (A)
O43%(A) H 30% (A) @9%(“
O39%(A) ®3e%( A) @67%( A)
o ©

27% (A) 34% (A) 7% (A)

25% (A) @3 6% (A) E 26% (A)

o
29% (m) 25% (A) 44% (V)
19% (A) I 20% (A) = 26% (V)
: 13% (A) : 15% (A) E 19% (A)
1% (A) 16% (V) @4%“)

94% (Vv

64%

48% (A)

@29%( A) @32%“)
e
35% (A) ;. 61%(V)
: 12% (A) @ 35% (A)
E 24% (A) @32%“)
@18%( A) ®6%( A)
E 24% (V) E 26% (V)
! 18% (V) E 13% (A)
i 6% (A) 6% (A)
6% (A) @ 10% (A)
n=139

© @ Survey population
QO City of Joondalup
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Servicing the community

The downward trend in the median
number of customer service full-time
equivalent staff members (FTEs) per
10,000 residents across the council
population continues. Overall, in FY18 we
see a median of 2.0 customer service FTEs
per 10,000 residents, compared to a
median of 2.3 in FY17 (compared to 2.4 in
FY16 and 2.6 in FY15).

Across small councils, we see a reduction
in the median customer service FTEs per
10,000 residents, falling from 7.3 in FY14
to 3.8 in FY18. This reduced customer
service FTE per 10,000 resident metric,
links to a higher proportion of small
councils now offering online services, with
68% offering online library services (up
from 57%) and 73% online payments (up
from 43% a year ago). In addition, we see
a slight increase in the proportion of small
councils operating an outsourced or
shared customer service call centre (18%,
up from 12% two years ago).

However, when compared to medium
councils, there is still further opportunity
for small councils to re-define the
customer service function. Medium-sized
councils operate with a median of 2.5
customer service FTE per 10,000 resident,
and 89% and 85% of medium-sized
councils offer online library and online

payments respectively to their community.

In addition, 44% of medium councils
outsource or share the customer service
call centre.

Councils will need to weigh up the benefits
of customer service staff accessibility to
their community, against the longer-term
issue of a higher resourcing cost.
Obtaining input from the community
would be a good first step in determining
where face to face interaction is no longer
arequirement and what elements can be
digitised.

The PwC Future of Customer Experience
Survey?7, asked consumers what it takes to
deliver the kind of experience that keeps
them satisfied, and identified that the

Key considerations:

elements that matter most to customers,
as noted below, sit at the intersection of
people and technology:

« Speed

 Ease of payment

« Knowledgeable employees
« Convenience

« Friendly service

« Up to date technology

« Human interaction

» Is your customer profile mix changing and do you understand how your
customers prefer to interact with your council in the future?

Have you assessed the benefits to the community of personal
interaction with customer service staff against the increased cost?

Have you assessed how other councils are delivering online customer
services effectively and the impact this has had on customer

satisfaction?

Are you exploring new ways to engage and interact with your customers

via online self-service options?

Are your staff encouraged to innovate and seek out new ways to
enhance the customer service experience?

Figure 3.9: Customer service full-time equivalents per 10,000 residents

¥ Size of council

Large median (1.1)

Medium median (2.5)

Small median (3.8)

FY17

1.2

54

Large
1
Medium |1 10T I
"
Small | :
I T T
0 1 2
« |

17% of all respondents | | 83% of all respondents

are equal or lower are higher

| Survey | Median

population

27 PwC, 2018, IT Foresight,’Experience is everything: Here’s how to get it right’.
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ILooking at different ways to deliver corporate services

Outsourcing or sharing corporate services

There are a variety of ways to optimise
operational effectiveness in delivering
corporate services, including outsourcing
or sharing corporate services. In building a
sustainable operating model, any form of
outsourcing or sharing should aim to
support councils to achieve high quality
service levels and build better resilience
into the service, via increased efficiencies,
delivery of better value directly to users
and ultimately generate cost savings that
can in turn be invested into other services,
new initiatives and building of enhanced
skill capability among staff members.

Our findings show that there continues to
be a limited number of corporate services
that are widely outsourced or shared
between councils. The top three corporate
service areas that are either outsourced or
shared remain consistent with last year
with legal (91% of councils), IT hosting
and support of systems (66%), and in third
place, recruitment (47%).

Geographically, NZ councils (85%) are
more likely to outsource or share IT
hosting and support of systems, especially

compared to NSW councils where only
55% are outsourcing or sharing this
corporate service function, and this
NSW result is down from 64% in the
prior year. Conversely, both SA and WA
councils are increasing the outsourcing
or sharing of IT hosting and support of
systems, compared to the prior year.

Interestingly, the outsourcing or
sharing of the IT helpdesk is not as
prevalent, with just under one third of
councils (30%) operating in this way.
However, we now see 48% of NZ
councils outsourcing or sharing the IT
helpdesk, up from 33% a year ago.

Councils should be assessing if they
have the skills to support the next
generation of software and tools. One
strategy to address this concern could
be to further outsource or share IT
helpdesk, hosting and support of
systems to provide extra capacity for
the current IT staff to focus on
preparing the council for the digital
future.

Key considerations:

» Have you duly considered the
strategic options you might
have for the sharing or
outsourcing of corporate
services?

Have you discussed the cost
and service model of your
council’s corporate services
with neighbouring councils,
including options that might
allow you to review your
approach together, either as a
learning exercise or as a
consideration for co-
delivering?

« Could you vary the way
services are delivered to
create capacity for current
staff to perform more value-
adding activities?

Figure 3.10: Percentage of councils outsourcing or sharing corporate service areas

Survey Population

OQO%(A)

Legal

IT hosting and support of

systems

69% (V)
Recruitment

44% (A)
Customer service call
centre

41% (A)
Procurement

40% (V)
IT helpdesk support

30% (V)
Accounts payable and/or
receivable

7% (A)
Payroll

3% (A)
Customer service
administration

6% (V)

NSW NZ

81%

89% (A) 96% (V)

85%

(X)I

64% (¥ 9% (V)

43% (V) 48% (A)

36% (m) 59% (A)

51% (V) 44% (A)
25% (V) 33% (A)
10% (V)

11% (A)

0% (A) 15% (V)

7% (V) 7% (V)

SA

100%

@5

88% (A) 87% (A)

4% (A) 61% (A)

65% (A) @ 32% (A)
47% (V) @ 32% (A)
35% (A) ?19%”)
41% (V) @32%( v)
0% (m) @0%“)
0% (A) 0% (m)
6% (V) 3% (V)
n=139
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Outsourcing versus shared services

The key objective of sharing services is to
provide enhanced service delivery and
customer experience through the use of
skilled staff. The focus is to obtain
economies of scale and centres of
excellence by standardising, re-
engineering and consolidating processes.
This allows councils to access information
more effectively and the community to
interact with more experienced,
specialised staff.

The option to outsource services is useful
when the service is better able to be
delivered by another party, whether that is
due to the need to access best in breed
skills or to free up capacity of council staff
to focus on their core strengths and
strategies.

However, success requires a clear vision
and formal service-level agreements to be
established between councils and service
providers. Where feasible, councils should

continue to consider the benefits of
sharing resources in regional areas
especially with the growing network of
regional clusters; this creates a consistent
regional approach on important matters
for employees and/or residents.

Taking a closer look at the top outsourced
or shared corporate areas shows that the
highly specialised skill set required for
legal services continues to be primarily
outsourced with 85% of councils choosing
this option, while just 6% elect to share
this service. Similarly, IT hosting and
support of systems is 2.4 times as likely to
be outsourced (46%), compared to 20% of
councils sharing this service.

On the flipside, the sharing of a corporate
service is optimised when the nature of
work is recurring, and benefits are derived
from economies of scale such as the
procurement process; 20% of councils
share procurement, while 17% outsource

this service. Opportunities exist when
councils sharing the procurement service
as better outcomes may be reached, as
negotiations can occur with the same
suppliers across multiple contracts.

Councils differ in their approach to how
they deliver corporate services, and there
may be good reasons to keep service
delivery in house. We acknowledge that
local governments are there to support,
and meet the needs of the community.
Part of this may be achieved by providing
employment opportunities to the local
community, as well as people who reside
in or near the catchment area, meaning
that outsourcing is not always a preferred
option. However, by sharing service areas
with councils that are in close proximity,
there may be the opportunity to achieve
additional efficiency in the processes and
still offer local employment opportunities.

Figure 3.11: Outsourcing versus sharing of corporate service areas

Percentage of councils outsourcing services «

85%

6%
Legal services

46%

44%

29%

20%

17%
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IT hosting and support of
systems
3%
Recruitment

Customer service call
centre

9%
IT helpdesk support

Procurement

7% 1%

Accounts payable and/or
receivable
2% 1%
Payroll

1% 1%

Customer service
administration

12%

» Percentage of councils sharing services

20%
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The future of outsourcing or sharing corporate services

In our final analysis of outsourcing or
sharing of corporate services, we compare
the percentage of councils that currently
outsource or share corporate services to
those that have plans to adjust the way
they deliver corporate services.

Although outsourcing or sharing of IT
hosting and systems support is an area
where two thirds of councils are already
actively delivering a service model in this
way, it is also the corporate service area
with the largest percentage of councils
considering outsourcing or sharing this
service in the next two years, at 11%.

Geographically we see that council
jurisdictions are most focused on
introducing an outsourced or shared
model for either IT hosting and support of
systems (NSW councils 12%, SA 17%) or IT
helpdesk support (NZ councils 14%, WA
14%).

Some other corporate service areas where
certain jurisdictions are focused on
alternate resourcing models include
procurement and/or finance accounts
payable/receivable. We see 9% of SA
councils planning to outsource or share
either procurement or finance accounts
payable/receivable in the next two years
and 5% of NZ councils considering their
service model options for finance accounts
payable/receivable.

The opportunity continues to exist for
more collaboration with nearby councils
by investigating how corporate services
may be shared with each other, or
outsourced to service providers with
specific expertise.

Figure 3.12: Current and future outsourcing or sharing of corporate service

areas
Plan to outsource or No plans to outsource or
Outsourced or shared share in next two years share

Legal

90% (A) 1% (m) 9% (V)
IT hosting and
support of systems

69% (V) 10% (A) 21% (A)
Recruitment O

44% (A) 1% (A) 55% (V)
Customer service
call centre

41% (A) 4% (m) 55% (V)
Procurement O

40% (V) 9% (V) 51% (A)
IT helpdesk support O

30% (V) 9% (V) 61% (A)
Accounts payable
and/or receivable

7% (A) 5% (V) 88% (A)
Payroll O

3% (A) 7% (V) 90% (A)
Customer service
administration

6% (V) 0% (m) 94% (A)

n=139

Survey population

O City of Joondalup
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Industry Snapshot

Top Services
v

Councils provided information about their operating expenses for the services they deliver. Below are the top six
services by the average operating cost per resident.

Governance &
Administration**

Solid Waste
Management

* where service is provided

~ middle 80% of councils by operating expense per resident
** Governance & Administration operating expenses are a
combination of Customer Service, Finance, Information
Technology, Human Resources, merger transition and other
governance and administration costs




WA Top Services

Number of Average operating Range of operating
councils* expense expense per
per resident* resident”
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Introduction

Each council delivers a range of services to meet the unique needs of its community. In a sense, each council is therefore unique,
because no two councils deliver the exact same set of services, and each council serves a community comprising different people of
different needs. This fundamental feature of local government makes comparisons challenging for many important issues.

Rather than attempting to compare councils overall, this section of the report aims to look at councils from the viewpoint of the services
that are being delivered, and the resources that go into delivering those services. Workforce costs remain a major controllable
component of total council expenditure (median of 35% of total costs), and so the heart of this analysis is to use workforce data as a key
to unlocking insights about service delivery.

Councils are constantly balancing various tensions in the investments made in the workforce. Firstly, there is the tension between the
need for resourcing in direct service delivery, and resourcing in the support of central administration functions. Secondly, there is the
challenge of optimising the skilled support in management layers with the right number of resources in direct service delivery. And of
course it is not necessarily only the current resourcing, but also the future resourcing needs of the council, that matter.

This section of the report provides you with information about how some of these challenges and tensions are being resolved by peer
organisations. The allocation of resources within service areas, as well as overall, is one of the most important areas of management,
given the competitive pressures on skills, capacity and increased community demands.

Understanding the relative size and shape of your various services, in terms of workforce and cost, is important, and this program
enables our participating councils to see relevant comparisons of their service delivery profile, compared to other councils’ profiles.

This section will benefit councils by providing a better understanding of the:

» Profile and scope of services delivered by councils
» Way services are delivered (outsourced vs insourced) across councils;
» Associated costs in delivering these services; and

» Workforce make-up within various services delivered by your council.

Methodology

Participating councils map their council cost centres to a defined set of 36 service areas. As each employee is allocated to one or more of
the council’s cost centres (via their FTE status), this enables each employee to be allocated to one or more of the defined service areas.

Using the list of mapped service areas, participating councils then compile the specified financial data. The participating councils
allocate the FY18 cost to their mapped service areas across four sub-categories of expenses: outsourced contract cost (if any); insourced
staff remuneration; depreciation expenses; and insourced other expenses.

Our practical approach is to focus on the linking of the direct workforce to each service, without allocating overhead costs to any service
areas. As a result, there is a service area called ‘Governance and Administration’ that captures all overhead costs and resources ie. non
direct workforce service costs. While ‘Governance and Administration’ is not technically a service area, the total cost of this area is a
useful component for comparison purposes, so we have treated it as a standalone area.
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Understanding this section

Each participating council will have the ability to view a variety of metrics for their top five service areas (displayed in red) either
ranked by service cost or service FTE (this is noted on each chart). In addition to the top five services, we profile the ‘governance and
administration’ area.

We have adjusted for the different scope of services a council provides, which means participating councils will compare their metrics
by service area to other councils that also provide those same services. The number of councils that provided data for each of the service
areas is shown on each chart as well as at the end of this section.

When calculating FTE and headcount, we have used the closing balance at 30 June 2018 for fixed term and permanent staff. Given the
seasonal nature of some casual employees in local government, we have analysed casual staff employed across the year and then
included a casual FTE component based on casual hours worked throughout the year in the relevant service areas.

If councils did not provide service delivery cost or FTE data, they will see the results for the survey population’s top five service areas
plus ‘governance and administration’. However, as no data was collected from this group of councils, the red indicator will be missing.

In FY18, we report the following service areas making up 56% of the total closing FTE:
e Governance and administration (26% of workforce)
» Roads and bridges (10%)
» Parks and gardens (9%)
» Library services (6%)
» Town planning (5%)
In addition, if we look at the share of operating expenses, the following services areas represent 58% of the total service operating cost:
» Governance and administration (23%)
» Roads and bridges (13%)
e Town planning (9%)
» Solid waste management (8%)
e Parks and gardens (5%)
While Library services represents 6% of the workforce, it only represents ~3% of the total operating expense, which explains why we

observe solid waste management, instead of Library services, in the top five service areas for cost (8%), but as it is predominantly
outsourced it only represents 3% of total FTE employees.
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Delivering council services - cost and resourcing

Service delivery operating costs and FTE breakdown

In Figure 4.1, we have shown your
council’s top five services, ranked by total
service cost, as well as an additional
category, called Governance and
Administration. The remaining services
are consolidated into ‘Other’.

Based on the data submitted, you will see
your total cost and total full time
equivalent staff (FTE) during the 2017-18
financial year, across your featured service
areas.

The survey population, by service area, is
represented by other participating
councils that also provide the same
service.

For example, a council may have 50,000
residents and spend $10m on solid waste
management (equating to $200 per
resident). The remodelled survey
population result, using the total cost from
the councils that also provide solid waste
management, may result in an equivalent
cost per resident of $220, which equates to
$11m for all 50,000 residents.

This means the council in focus is
spending less than the survey population
to deliver this service to its 50,000
residents - the question then becomes
how? Is it due to the way the service is
delivered or the nature of the service
provided? Is it due to a lower number of
employed FTE? Is the mix of staff
different? Have procurement agreements
been negotiated recently for a better price
and volume of materials? Some of these
questions may be answered further in this
section.

Definition

FTE: Total number of full time
equivalent employees at 30
June 2018, including a casual

employee component based on
casual hours worked
throughout the financial year

If your council did not provide the service
delivery cost breakdown, we have shown
the survey population’s top five services,
ranked by total service cost, as well as
governance and administration. The
remaining services are consolidated into
‘Other’. These councils will still see these
figures adjusted to their number of
residents.

For easy comparisons, we have
remodelled the survey
population result to represent
the same size as your council.
This means you can observe
and compare the average
equivalent resources (cost and
FTE) of the survey population
Jor each service area, as if this
survey population had the
same number of residents as
your council.

Figure 4.1: FY18 operating expenses (A$) and FTE by service”

Service cost per 160,507 residents «
$14.3M

Parks and gardens (lakes)
$18.7M (n = 126)

$24.1M

Solid Waste Management
$16.0M (n = 122)

$42.1M
Roads & Bridges
$3.7M
Footpaths
$5.5M
Swimming Pools
$49.9M

Governance and
Administration
(n=135)

$34.5M

$87.7M

$54.2M

Other services

» Service FTE per 160,507 residents

85.5
84.6

31.2

I14.2

85.5

.27.5

13.4
I14.0

50.9

202.5

142.1

382.7

306.5

~ Your top 5 services ranked by operating expenses plus Governance & Administration and Other

The population top 5 services ranked by operating expense will be displayed if you have not provided

us with any cost data

Note: We have remodelled the survey population result to be the same size as your resident population.

[ Survey population
B City of Joondalup
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Insourcing and outsourcing

On this page, we have shown the extent of
current insourcing and outsourcing by
service area, using the various cost
components, as defined in the notes
below the chart. We show each council
their top five services (ranked by service
operating expense) as well as governance
and administration.

As expected, we continue to see solid
waste management as the top service area
where a substantial component of this
service operates as an outsourced model:
48% of the total solid waste management
operating expenses is represented by
outsourced contract expenses.

Tt is interesting to note that both NZ and
SA councils are more likely to outsource
solid waste management; 73% of the total

Method of delivering council services

operating expenses relate to outsourced
contract expenses, compared to 43% in
both NSW and WA.

Camping areas and caravan parks comes
in second place, with 38% outsourced
contract value and then in equal third
place, town planning and aerodromes,
with 32% of the total service area
expenses dedicated to outsourcing.

The outsourcing of camping areas
expenses is driven mainly by NZ councils
(59% of outsourced contract value),
followed by NSW (39%) and SA (35%),
with just 1% in WA councils. Once again,
the outsourcing if town planning is more
prevalent in NZ councils (39% of
outsourced contract value), compared to
just 11% in NSW, ~7% in both SA and WA
councils.

Outsourcing expenses as
a percentage of total
operating expenses

Your outsourcing
expense is

21%
of your total

operating
expense

Pt

i Lo

Figure 4.2: Council insourcing and outsourcing expense as a percentage of total operating expenses by service

area”

City of Joondalup

Insourcing expense %

Parks and gardens (lakes)

Outsourcing expense %

(n=126)

o 15% (V) i 25%(A)
Solid Waste Management o
(n = 122) @

Po18% (V) 5% 500 (4)
Roads & Bridges o
(n = 129) @

% 53% (A) 7% ()
Footpaths i
(n=74)

%059 () P 5% (m)
Swimming Pools .
(n=90)

% 959, (v) i 5% (aA)
Governance and H
Administration 87% @
(n=135)

82% (A) 18% (V)

~ Your top 5 services ranked by operating expenses plus Governance & Administration

The population top 5 services ranked by operating expense will be displayed if you have not provided us

with any cost data

« Insourced expenses are defined as "Insourced Total Remuneration" + "Depreciation” + "Insourced

Other Expenses".

« Qutsourced expenses are defined as "Outsourced Contract Value"
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Outsourcing expense %
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47% (A)

18% (V)
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Are you conducting regular service reviews?

Service area reviews

Service delivery reviews help councils
clarify the needs of their communities,
using an evidence-based approach to
assess how efficiently and effectively the
council is meeting those needs. Using this
information, councils can determine any
changes to make to service delivery in
order to provide enhanced benefits to
stakeholders within the constraints of
financially sustainability.28

Our results show that 61% of councils
conducted at least one service review in
the 2017-18 financial year, remaining
stable from the prior year. Formally
reporting the outcomes of these service
reviews to senior management is trending
downwards, with just under a third of
councils doing so this year (32%), falling
from 42% back in FY15.

Geographically, we see a decrease in the
proportion of NZ councils performing at
least one service review (71%), compared
to 85% in the prior year. Last year, NZ
councils were more likely to go on and
report the outcomes of the services
reviews (59%), now at just 38%.

In contrast, we see more rigour being
applied in SA councils when conducting,
and formally reporting on at least one
service review, at 48% (up from 35% in the
prior year). To a lesser extent, WA councils
have improved in reporting the outcomes
to senior management, at 36% (up from
29%)

While a slightly higher proportion of NSW
councils have conducted at least one
service review this year, 59% (up from
52% in the prior year), senior management
are less likely to have been involved in a
discussion around the outcomes, 22%,
down from 36% a year ago.

The actual performance of service reviews
involves time, resources and cost. It is
then just as important to report these
valuable insights to senior management
and engage in a discussion about how to
improve or enhance the delivery of
services to the community. Otherwise,
senior management could be making
important decisions about service delivery,
without an evidence-based approach.

Service delivery reviews are an ongoing process to ensure council is
delivering what the community needs in the best possible way,
especially with changing community needs and emerging external
factors - such as the need to respond to climate change.»

Figure 4.3: During FY18, did your council complete service reviews?

Survey Population

Yes, and formally
reported outcomes

NSW NZ

39% (V) 36% (V) _ 29% (A)
19% (A) ' 19% (V)
No
42% (V) 15% (A) 47% (V) 52% (V)
n=139

@ Survey population
O City of Joondalup

28 Hunting, S.A., Ryan, R. & Robinson, T.P. 2014, “Service delivery review: a how to manual for local government”, 2nd edn, Australian Centre of Excellence for Local

Government, University of Technology, Sydney.
29 Ibid
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| (4 Id Id (3
Which service areas are being reviewed?

Service area reviews

In our survey, councils were asked to Councils that did not provide operating
indicate whether a service review was expenses by service area will see the
performed, across the council’s range of survey population’s top 10 service areas
service offerings. (by spend) and the percentage of councils
that performed service reviews (adjusted
In the chart below, we show each council to represent a percentage based on
their top 10 service areas using reported councils that provide the particular
operating expenses as an indicator. We service).

then highlight in red if your council
indicated that at least one service review
was performed in the 2017-18 financial
year, across your top 10 service areas,
compared to other councils that provide
the particular service.

Figure 4.4: Percentage of councils performing service reviews”

Governance and

Administration - Other 32%
(n=134)
e

Swimming Pools

0,
(n=90) e

Enforcement of Regs and
Animal Control
(n=128)

Public Libraries

0,
(n=121) 16%
Sporting grounds and
venues 14%
(n=105)

Other community services
and education
(n=97)

16%

~ Your top 10 services ranked by operating expenses
The population top 5 services ranked by operating expense will be displayed if
you have not provided us with any cost data

[ Survey population
[ City of Joondalup
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lOrganisational design by service area

Span of control

In our workforce section of this report, we
discuss the merits of structuring
resourcing requirements with a focus on
maintaining the optimal size of
management. Across all council functions
and activities, the overall median span of
control for the survey population is 3.4
‘other staff per supervisor and above.

Looking at the three service areas with the
highest proportion of total FTE, we
observe a narrow span of control in
governance and administration, with a
median of 2.6 other staff per supervisor
and above (down from 2.8 in the prior
year). However, roads and bridges has
developed a slightly flatter hierarchy in
FY18, with a span of control of 3.5 (up
from 3.0 in FY17), as does parks and
gardens, with 4.2 (up from 3.8 in FY17).

Councils should be assessing whether the
current workforce structure across the
various service areas is ideal for their
operations, and consider whether there
are too many, or too few, layers of
management. The ideal span of control
will take into consideration the nature of
work involved, the complexity and
associated risk level. Other important
factors to consider include manager
capability, ‘other staff’ competency, and
whether the service area is outsourced (a
lower span of control in the employed
workforce is to be expected if delivery of
the service has been outsourced).

To further explain span of control and
enable councils to better understand how
their staff level mix compares to other
councils, we have displayed your council’s
closing full time equivalent staff level
(FTEs) by supervisor level and above and
staff below supervisor (across your top
five service areas, if you provided FTE
mapping) as well as governance and
administration.

Definition

Span of control: Total number
of employees (defined as other
staff) per manager (defined as
supervisors and above).

Councils with no span of control
metric for a particular service may
find this is due to an absence of staff
above the supervisor level

[ Survey population
[l City of Joondalup

Figure 4.5: Span of control median by service area”™

Parks and gardens (lakes)
(n=129)

Swimming Pools
(n=178)

Public Libraries
(n=122)

Enforcement of Regs and
Animal Control
(n=129)

Town Planning
(n=127)

Governance and
Administration
(n=139)

» Other staff per supervisor and above

4.2
5.5

2.3

9.4

3.8

&) IS S
o
A
©

43

2.6

H
IS

FY17
5.2 3.8
46 2.5
9.1 4.3
3.3 4.1
3.8 3.3
4.1 2.8

Figure 4.6: Closing full-time equivalents (FTEs) proportions by staff

level”
Percentage of other staff » Percentage of
< supervisor and above
82% 18%
Parks an(c:]gza:dzzr;s (lakes) 10%
83% 17%

94%

82%
87%

85%

[*3)
N
>~

77%
81%

74%
81%

Swimming Pools
(n=178)

Public Libraries
(n=122)

Enforcement of Regs and
Animal Control
(n=129)

Town Planning
(n=127)

Governance and
Administration
(n=139)

I6%

18%

e

15%
15%

23%

26%

~ Your top 5 services ranked by FTE plus Governance & Administration
The population top 5 services ranked by FTE will be displayed if you have not provided

us with any FTE data
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lTalent management

Gender diversity and staff turnover

In this section, we show councils the
extent of gender balance within the
various service areas. The extent of
gender—segregation that remains in
certain workforces reveals that many
councils may have achieved overall
gender balance within their workforce
only as a result of offsetting gender
imbalances across the different service
areas, rather than because of any steps
taken to dismantle traditional barriers to

equity.

There continues to be very low levels of
female representation in traditionally
male-dominated service areas, such as
street cleaning (5% females), footpaths
(7%), and roads and bridges (8%).
Likewise, we observe female-dominated
workforces in children services (93%),
aged care (84%), and library services
(81%).

The service areas with a balanced gender
ratio (when averaged across all councils
that provided service area breakdown) are
town planning and health, both with a
51% female workforce. This is followed by
camping areas and caravan parks, with
53% female representation.

In our workforce section, we have
discussed the staff turnover rate in depth
and report an overall median turnover
rate of 12% (excluding casuals and fixed-
term contract employees), across all
service areas in FY18. In figure 4.8 we
have further explored staff turnover by
service area.

Once again focusing on the service areas
that make up 56% of the total workforce,
we observe a high median staff turnover
rate in town planning, with 11.3% (albeit
down from 12.4% in the prior year). This
is followed by 9.8% in roads (stable),
8.9% in governance and administration
(up from 7.4% in FY17), 7.4% in parks (up
from 6.8%), and 6.7% in library services
(down from 7.7%).

Definition

Staff turnover rate: Total
number of leavers divided by the

headcount at the start of the year
(excluding casuals and fixed term
contract employees).
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Figure 4.7: Gender split by service area”

Percentage of males «

87%

42%
37%

19%
12%

58%
51%

49%
43%

37%

» Percentage of females

13%

Parks and gardens (lakes) . 14%,

(n = 129)

Swimming Pool g0%

ot
(n=78) B9

Public Libraries

(n=122) 88%

42%
49%

Enforcement of Regs and
Animal Control
(n=129)

51%

Town Planning 579%
(1]

(n=127)

63%
69%

Governance and
Administration
(n=139)

Figure 4.8: Staff turnover rate median by service area”

Parks and gardens (lakes)
(n=129)

Swimming Pools
(n=78)

Public Libraries
(n=122)

Enforcement of Regs and
Animal Control
(n=129)

Town Planning
(n=127)

Governance and
Administration
(n=139)

» Median percentage of survey population

7.4%
6.8%
13.9%
26.9%
6.7%
11.1%
11.3%
8.9%

~ Your top 5 services ranked by FTE plus Governance & Administration

The population top 5 services ranked by FTE will be displayed if you have not provided us with

any FTE data

[ Survey population
[l City of Joondalup
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| Talent management

Generational diversity

In our workforce section (refer Figure
1.35), we have discussed the fact that baby
boomers still dominate the workforce at
councils, comprising 36% of the
workforce, followed by 35% Generation X
and 29% Generation Y and younger.

Looking at the generational mix at a
service level, figure 4.9 highlights the top
service areas ranked by FTE and their
associated generational headcount mix.
This will allow councils to quickly identify
service areas requiring a focus on
succession planning.

Our results show that the following service
areas (with a higher proportion of overall
FTE) face a high level of potential
retirements in the next 10 years, given the
dominance of the baby boomer cohort:
solid waste management (47%), both
roads and bridges and library services

(45%), and parks and gardens (40%). In
comparison, we observe a third of baby
boomers in governance and
administration, and a lower 28% in town
planning.

Councils need to be reviewing their
generational profile across these key
service areas. Are your key service areas
dominated by baby boomers currently
holding managerial positions or do you
have a workforce where the ‘other staff’
category are dominated by baby boomers -
how will your council attract new talent to
these important service areas in the
future? Councils need to minimise the risk
of losing vital talent, local government
expertise and leadership skills.

Some resourcing strategies to assist
includes the introduction of flexible work
options for those nearing retirement, job

sharing, or sharing resources with nearby
councils to supplement in-house
resourcing.

At the other end of the spectrum, we
observe the following service areas with a
higher proportion of Gen Y employees
being pools (57%), and 37% in both
children services and town planning.

It is important for councils to analyse
their own workforce generational mix and
start planning now for the future and
wellbeing of their employees, especially
where the services may be labour
intensive to perform. We encourage
councils to engage with existing
employees in this planning process, and
to utilise their extensive knowledge of
their service area, as they are likely to
have good innovative ideas about how to
ensure a smooth transition process.

Figure 4.9: Generational mix by service area”

Baby boomers

Parks and gardens (lakes)
(n=129)

Swimming Pools
(n=78)

29% (V)

Public Libraries
(n=122)

Enforcement of Regs and
Animal Control
(n=129)

Town Planning
(n=127)

34% (m)

Governance and
Administration
(n=139)

% (m)

2% (A

7% (V)

City of Joondalup Survey population
Gen Y and Gen Y and
Gen X younger Baby boomers Gen X younger
@
39% (A) 20% (V) 41% (V) 34% (V) 25% (A)
21% (A) 50% (A) 24% (V) 25% (V) 51% (A)
@
) 52% (V) 6% (m) 48% (V) 33% (A) 19% (A)
®
31% (A) 12% (A) 38% (V) 37% (V) 25% (A)
®
29% (A) 36% (V) 30% (V) 36% (V) 33% (A)
®
39% (A) 16% (V) 36% (V) 37% (A) 27% (A)

~ Your top 5 services ranked by FTE plus Governance & Administration
The population top 5 services ranked by FTE will be displayed if you have not

provided us with any FTE data

45% (V)

Survey population
@ City of Joondalup
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lSolid waste management deep dive

Workforce analysis

councils as either ‘outsourcing’ or
‘insourcing’ SWM councils to assist with
comparisons. If the council’s SWM
outsourced contract value was more than

Councils can use this section of the report
to further analyse and compare key
workforce metrics across solid waste
management (SWM). We have classified

25% of the total SWM cost then it has been
classified as an ‘outsourcing’ council. All
other councils are classified as
‘insourcing’.

Figure 4.10: Span of control ('other staff' per supervisor and above) - Solid
waste management

Median result (4.8)|

Insourcing councils | | | |

I T T T T T T T T T T T 1

0 2 3 4 5 6 7 8 9 10 11 12+
Outsourcing councils I 1in ||r nini | | |

"I Median result (3.8)
< >
46% of all respondents | 54% of all respondents
are equal or lower are higher

*Outsourcing councils are defined as the SWM outsourced contract value being more than 25% of the total SWM cost.

n_n

You have been
identified as an

Qutsourcing?
council

n=116

All other councils are classified as insourcing. This wil be " - " if you have not provided us with any cost data for this service.

Figure 4.11: Staff turnover rate - Solid waste management

Median result (11.1%)

FY17

Insourcing councils | |
T T T T T T T T T T T T T 1
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65%+
Outsourcing councils | | tnnriinni | | | |
! Median result (5.9%)

38% equal 62% of all respondents

or lower are higher

| Survey Median

population

n=116

M City of Joondalup

Figure 4.12: Staff level FTE breakdown and Gender split - Solid waste management

» Total FTE per 160,507 residents

0.1
Director 8% Supervisor and
p
06 above

Manager fos

1.2 78%
Team Leader [JJ1.0 ’

51%
2.4
Supervisor B0
20.4

Other staff

Note: We have remodelled the council survey population result to be the same size as your resident

population, depending on whether you are an outsourcing or insourcing council.
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22%
49%

Other Staff

[0 Outsourcing councils population
[l City of Joondalup



Service Delivery

lSolid waste management deep dive

Waste allowance, volume collected and waste activity cost analysis

The cost of providing a council’s solid Councils can use this section of the report NSW councils continue to have higher
waste service to citizens is a function of to further analyse and compare key cost waste costs, especially in processing and
many factors. These may be metrics across solid waste management. disposal costs per tonne collected. This
environmental factors, such as the nature We have highlighted the following factors may be a result of councils opting for

and density of dwellings serviced, that are so councils can better understand how further processing of residual waste as well
unique to a council, or the nature and they contribute to the cost of providing as the imposed government landfill levy.
scope of the service that is provided. solid waste management services to the

Government landfill waste levies also community; household waste allowance We recommend councils to use the council
impact cost considerably and these vary and collection patterns, volume of actual comparative analysis tool (CCAT) to
widely by jurisdiction. waste collected in FY18 as well as the further explore the results.

breakdown of cost by waste activity.

Figure 4.13: Annual kerbside collection allowance and actual waste Waste disp osal or

collected
landfill levy per
Annual kerbside <€ tonne collected ($)
collection allowance per » Annual tonnes collected A
household (litres) per 10,000 residents $41
8,329 1,964
12,480 Residual waste 3,150
6,436 789
10,660 Dry recyclables 1,024 A$8
5,658 Organic/green g9 1 \ ¥
waste /
n=138 A$4q1
) A$8o0
[ Survey population $
B City of Joondalup
Figure 4.14: Waste annual operating costs (A$) per tonne collected
Collection Processing Disposal Unable to split

| ' .

Survey population $109 $30 $82
NS $108 $38 $93
NZ $123 $19 $41

SA $95 $12 $71

WA $107 $29 $90

City of Joondalup $91 $16 $110

n=134

Survey population City of Joondalup

L Collection expense (per tonne)

[ Processing expense (per tonne)
Disposal expense (per tonne)
Unable to split expenses (per tonne)
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lSolid waste management deep dive

Cost analysis (continued)

Your overall solid
waste management
expense per resident is

A$99

We have provided the annual median solid
waste management cost per resident for
your council, compared to the median by
each jurisdiction. In addition, councils can
also better understand the cost
breakdown, taking into account
outsourcing costs as well as insourcing
costs per resident.

WA median solid
waste management
expense per resident is

A$152

Figure 4.15: Solid waste management annual operating expense (A$) per resident

FY17

$99
V¥ Council jurisdiction $80

| NSW median ($180) I
NSW I I |IIIIIIII e een e $171

NZ median $72) |

NZ U (N D O 562

' SA median ($111)
SA -1 I'II Il I $125

IWA median ($152)
WA | LLRE L A | 5138
$I0 $5I)O $1I00 $1I50 $2IOO $2I50 $3I00 $3I50
« >
20% of all respondents | | 80% of all respondents
are equal or lower are higher n=122
| Survey | Median B City of Joondalup
population
Figure 4.16: Breakdown of solid waste management annual operating expense (A$) per resident
Outsourced Insourced staff Other insourced Depreciation
contract expense remuneration expense
| |
Survey population
NSW $72
NZ
SA
WA $49
City of Joondalup $85 $8 (96 EX
n=122

Survey population City of Joondalup

|
Il Outsourced contract expense (per resident)
[ Insourced staff remuneration (per resident)
Other insourced expense (per resident)
Depreciation expense (per resident)
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Case study: Renewable Energy Sources —

\\u- Renewable Power Purchase Agreement E

=2 \

_

Backgound
The Renewable Power Purchase Agreement (PPA) coordinated by the Southern Sydney Regional Organisation of Councils “
(SSROC) is an agreement signed by 18 NSW councils who will receive 35% of their council’s retail electricity from a l‘

renewable generator supplier from 1 July 2019. This allows participating councils to purchase renewable electricity
without exposure to the volatility of the National Electricity Market and is expected to provide significant cost savings,
reduce greenhouse gas emissions and support investment into the renewable energy industry in NSW. The PPA will be
effective until 31 December 2030, and after the initial 3 year term of the contract, councils have an option to revise their
commitment percentage.

N—— Y

Campbelltown City Council, NSW

'Sustainability Strategy' Benefits

- Our involvement in the PPA is the latest initiative in council efforts to reduce electricity consumption and cost and is

- perfectly aligned with our Sustainability Strategy that aspires to the vision of “working together to achieve smart practices
for a positive legacy”. The agreement will supply on average 2,781 MWh of renewable electricity for the first 3 years,

‘ equivalent to 20% of the council’s entire electricity portfolio.

A

Key Considerations

This is an innovative project and the first of its kind to be achieved by NSW councils. In recognising its complexity, risk

l and challenges, the project was guided by a group of leading energy experts and governance officers. These experts
1 meticulously reviewed, analysed, consulted and negotiated on all aspects of the project. As a result, challenges experienced
were minimal and considered to be similar to those experienced in any other complex contract of this nature.

City of Canada Bay Council, NSW

Benefits Y
As a result of our involvement in the PPA, the predicted cost savings associated with our 20% commitment are projected Py

to be $168,890 over the period of the contract. In tangent with other renewable energy projects the council aims to g“’w

achieve a 27% reduction in greenhouse gas emissions in 2019 and have 42% of council electricity consumption derived
from a renewable source.

We believe the broader community will benefit from the leadership demonstrated by SSROC and the participating
councils establishing the PPA so other large organisations can opt for more alternative renewable energy solutions.

Furthermore, the cost savings achieved directly from the PPA opens opportunity to having the funds invested into other “‘ \
community projects. &
-
]
[T

planned projects. One of the challenges faced was reviewing and providing feedback on the PPA, a contract which very few

K nsideration by
ey Considerations et
The council’s preparation when entering this new electricity contract was a time consuming process, which involved
collating historical usage data for over 100 sites as well as projecting future energy usage and the impact on existing

staff involved had the required background understanding and knowledge to assess.
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IRoads and bridges deep dive

Workforce analysis

Councils can use this section of the report
to further analyse and compare key
workforce metrics across roads and

We have classified councils as either
‘outsourcing’ or ‘insourcing’ road/bridge
councils to assist with comparisons. If the

bridges. council’s road/bridge outsourced contract

Figure 4.17: Span of control ('other staff' per supervisor and above) - Roads

and bridges

: Median result (3.8)

Insourcing councils

[ 1
4 6 8 10 12 14 16+

T
0 2
Outsourcing councils I Il |1 | |
Median result (2.7)
< >
10% of all respondents | 90% of all respondents
are equal or lower are higher

n=129

value was more than 25% of the total
road/bridge cost then it was classified as
‘outsourcing’. All other councils are
classified as ‘insourcing’.

"\

You have been
identified as an

Insourcing*

council

*Qutsourcing councils are defined as the Road/Bridge outsourced contract value being more than 25% of the total Road/Bridge cost.

All other councils are classified as insourcing. This wil be " - " if you have not provided us with any cost data for this service.

Figure 4.18: Staff turnover rate - Roads and bridges

: Median result (10.1%)
Insourcing councils | | nian

FY17

] T T T T T T T
0% 5% 10% 15% 20% 25% 30% 35%

Outsourcing councils | | | 111
Median result (8.3%)
« |

17% of all respondents | | 83% of all respondents
are equal or lower are higher

| Survey | Median

population

I I 1
40% 45% 50%+

n=129

B City of Joondalup

Figure 4.19: Staff level FTE breakdown and Gender split - Roads and bridges

» Total FTE per 160,507 residents

, 0.0 95%
Director
1.6
Manager lo.7
4.2 92%
Team Leader 0.8
8.7
Supervisor
56.8
Other staff

Male FTE % <

» Female FTE %
5%

above

8%

I Insourcing councils population
Il City of Joondalup

Note: We have remodelled the council survey population result to be the same size as your resident

population, depending on whether you are an outsourcing or insourcing council.
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IRoads and bridges deep dive

Condition ratings for the managed road network by Australian councils

We recognise that road networks of road network is most often the largest
different types are serving different investment of resources made by a
purposes and require different council.

maintenance patterns. There are

environmental, geographic, and traffic To better understand the current state of
factors that drive unavoidable variationin ~ the managed road network by Australian
the cost of maintaining the network. councils as well as the extent of sealed
Maintaining and enhancing a council’s versus unsealed roads, we asked councils

to share the FY18 condition ratings for
their road segments. There were five
ratings to choose from, and we observe in
metro councils a higher proportion of
roads rated as either ‘very good’ or ‘minor
defects only’ (median of 71%), compared
to a median of 60% in regional and 52% in
rural councils.

Figure 4.20: Percentage of total road km with 'good condition' ratings (Australian councils only)

¥ Type of council @

1
1
Metro !
1
1
1
1
1
1
1

Regional median (59%)
Regional I |
Rural median (52%)
Rural |

Metro median (71%)

FY17

100%
| 66%
60%

50%

Sl

I T T T T T T T
0% 10% 20% 30% 40% 50% 60% 70%

«

>

58% of all respondents | | 42% of all re

are equal or lower are higher

T T 1
80% 90% 100%

spondents

n=104
| Survey | Median B City of Joondalup
population
Note: 'Good condition' is classified as Rating 1 (Very good) and Rating 2 (Minor defects only).
‘We only used road kms where the condition rating of the road was known.
Figure 4.21: Condition ratings for sealed versus unsealed roads managed by Australian councils
Percentage of sealed roads » Percentage of unsealed
FY17 (by kilometre) € roads (by kilometre) FY17
31% 12%
34% 20%
100% 35% Minor defects only - 20%
25% 43%
0% 24% Maintenance required - 39%
7% 14%
0% 7% Requires renewal - 11%
2% 2%
0% 3% Asset unserviceable - 3%
2% 9%
Not rated or Unknown
0% 4% condition B 15%
n=85

[ Survey population
[l City of Joondalup

The Australasian LG Performance Excellence Program FY18 | 93



Service Delivery

IRoads and bridges deep dive

Councils can use this section of the report
to further analyse and compare cost per
kilometre across roads and bridges. We
continue to observe metro councils with a
higher median cost per km due to the
higher proportion of sealed roads that
inevitably require additional maintenance
due to traffic volumes.

In Figure 4.23 our findings highlight the
relationship between cost and the extent of
sealed roads in the council’s road network.
This relationship captures both the higher
cost of the road construction method, as
well as the cost of accommodating the
higher traffic volumes that sealed roads
generally carry. Councils below the curved
line have a higher than expected cost per

km, given the mix of sealed and unsealed
roads in the network.

B

Your roads
and bridges expense

per kilometre is

A$13.3k

A

WA median roads
and bridges expense
per kilometre is

A$13.3k

Figure 4.22: Roads and bridges annual operating expense (A$) per kilometre

¥ Type of council

Metro median ($22k)

FY17

$13k

| $23k

$13k

$5k

1
1
Metro | E|| "
: Regional median ($14k)
Regional LERIRE DIF 0
Rural median ($5k)| :
Rura 1l [N InE
$b $ék $1bk $45k $£Ok $£5k $§0k $§5k $40k
« |
53% of all respondents | | 47% of all respondents
are equal or lower are higher
| Survey | Median
population

T T 1
$45k  $50k  $55k+

n=129

M City of Joondalup

Figure 4.23: Relationship between percentage of sealed roads (by length) and road and bridges annual operating

expense (A$) per kilometre

V¥ % of Sealed roads
100%
90% —
80% —
70% —
60% —
50% —
40% —
30%
20% —
10%

0%

I I I
$0.0 $5.0k  $10k $15k
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@ City of Joondalup FY18 result
City of Joondalup FY17 result
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lParks, gardens and sporting grounds deep dive

Workforce analysis

In this section, we have merged the parks This year we see a greater difference in We see the median staff turnover rate has

and garden data with the sporting the management layers by looking at the increased across all council types, with

grounds data to show results across this median span of control between the Rural councils still having the highest

predominantly outdoor—based workforce. various types of council, with metro and turnover rate, compared to regional and
regional councils span both increasing, as metro councils.

opposed to rural which decreased.

Figure 4.24: Span of control ('other staff' per supervisor and above) - Parks, gardens and sporting grounds

FY17
¥ Type of counct (&)
E Metro median (4.8)
Metro | I I : | | I 3.6
:| Regional median (4.0)
Regional | (0] I i 35
Rural median (2.9) 1
Rural I II I ! | | 3.3
I T T T T T T T T T 1
0 2 4 6 8 10 12 14 16 18 20+
< >
48% of all respondents | | 52% of all respondents
are equal or lower are higher n=103

Figure 4.25: Staff turnover rate - Parks, gardens and sporting grounds

FY17
¥ Type of council w.

1 Metro median (9.3%)

Metro |||E I I || | 8.8%
1 Regional median (10.0%)

I AT |
: Rural median (12.5%)

Rural : | | 15.8%

[ T T T T T T T T T T T T 1
0% 5% 10% 15% 20% 25% 30% 35% 40% 45% 50% 55% 60% 65%+

« >
21% of all respondents | | 79% of all respondents
are equal or lower are higher n=103
| Survey | Median B City of Joondalup
population

Figure 4.26: Staff level FTE breakdown and Gender split - Parks and sporting grounds

» Total FTE per 160,507 residents

Male FTE % < » Female FTE %

0.3
Director 86% . 14%
Manager 1.1

5.9 o o
Team Leader 2.3 84% 16%
Supervisor 12.0 .
110.0

Other staff 107.9 . SUrVey population

Il City of Joondalup

Note: We have remodelled the council survey population result to be the same size as your resident population.
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lParks, gardens and sporting grounds deep dive

Categorisation and cost analysis of parks, gardens, and sporting grounds

Providing open green space and
maintaining it to a high standard is an
important function of local government as
it is highly visible to residents and is an
amenity enjoyed by a large cross-section
of the community. Councils that operate
in high density areas perhaps have an
even greater obligation to provide spaces
where citizens can relax, socialise and
engage in activity.

Councils will make various decisions
around the frequency of maintenance,
quality of play equipment, extent of
drainage in sporting fields among many,
and all of these factors will impact the
cost. The volume of active and passive
space in a local government area are also
important factors.

To better understand the current mix of
open space, we asked councils to
categorise each park and sporting field,
shown in Figure 4.27. We have also shown
the volume of open space per resident and
cost per hectare by the various types of
council.

Figure 4.27: Park and sporting grounds breakdown by category (hectares)

Active Space

Survey population

Passive Space

Conservation and
utility
|

Coastal and
foreshore

|

Metro 8% 67% 20%
Regional 13% 50% 33%
Rural 8% 17% 74% 1%
City of Joondalup 33% 29%
n=128
Survey population City of Joondalup
Il B Active space
M W Passive space
[ | Conservation (bush and wetlands) and utility open space
Coastal and foreshore areas
Figure 4.28: Park and sporting grounds area and cost breakdown (type of council)
Hectares per 10,000
FY17 residents « » Cost per hectare FY17
143.9 $7,755
541 187.9 56.3 Metro $27,746 $26,960| | $5,753
208.6 $5,504
- 178.7 Regional - $4,666
391.0 $1,529
- 389.5 Rural - $1,853
n =40
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Service Delivery

IParks, gardens and sporting grounds deep dive

Cost analysis

Councils can use this section of the report to
further analyse and compare key cost metrics
across parks, gardens and sporting grounds.

We have provided the median expense per
resident for your council, compared to the
median in your jurisdiction and by type of
council.

Councils can also better understand the cost
breakdown, taking into account outsourcing
costs as well as insourced costs.

sporting grounds
expense per resident is

Y

Your parks and

WA median parks
and sporting grounds
expense per resident is

A$206

A$156

Figure 4.29: Parks, gardens and sporting grounds annual operating expense (A$) per resident

FY17
¥ Type of council @
Metro medlan ($137) I
Metro | O I | | $155
Regional medlan ($131) L
Regional [ ITTHMI II [ Hlinn I | $104
Rural medlan ($111) |
Rura I | 1 II III! III [ I $118
$O $1OO $200 $300 $4IOO $5IOO $6IOO $7IOO $8IOO $9IOO
« >
66% of all respondents | | 34% of all respondents
are equal or lower are higher n=1%
| Survey | Median B City of Joondalup
population

Figure 4.30: Breakdown of parks, gardens and sporting grounds annual operating expense (A$) per resident

Outsourced Insourced staff Other insourced Depreciation
contract expense remuneration expense expense
|
Survey Population $18 $37 $29
Metro $21 $41 $25
Regional K $37 $38
Rural $10 $16 $21
City of Joondalup $42 $46 $27
n=126
Survey population ‘ ‘ City of Joondalup

[l B Outsourced contract expense (per resident)

[ B Insourced staff remuneration (per resident)

| Other insourced expense (per resident)

Depreciation expense (per resident)
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|Breakdown of participating councils by service area

The table below shows the number of councils that provided cost and FTE data for each individual service area.

Service Area Councils providing cost data Councils providing FTE data
n count n count
Aerodromes 38 32
Aged Persons and Disabled 77 66
Agriculture 12 10
Beach Control 22 13
Camping Area and Caravan Parks 39 25
Children's Services 50 47
Cultural and Community Service Centres 112 108
Drainage and Stormwater Management 90 79
Emergency services, fire levy and protection 82 54
Enforcement of Regs and Animal Control 128 129
Footpaths 74 62
Fuel and Energy 4 3
Governance and Administration 135 139
Health 68 64
Mining, Manufacturing and Construction 57 60
Other community amenities 99 99
Other community services and education 97 99
Other economic affairs 111 108
Other environment 108 103
Other public order and safety 55 55
Other transport infrastructure 89 90
Parks and gardens (lakes) 126 129
Public libraries 121 122
Road and bridges 129 129
Sewerage services 69 65
Solid waste management 122 116
Sporting grounds and venues 105 94
Street cleaning 76 67
Street lighting 53 24
Swimming pools 90 78
Town Planning 126 127
Water supplies 61 59
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93 O of councils

S
have an approved

risk management

policy in place

o
42 /O of councils
formally report risks

at least quarterly

Risk

56%
'“‘ of councils outsource

or co-deliver their
internal audit function




Risk Management

IRisk Management Trend Summary

City of Joondalup

® WA Survey population

) FY18 Change from
@ City of Joondalup FY16 FY17 FY17 to FY18
Yes Yes Yes
1. Risk management policy in place
g P ymp 89% 94% 89%
(Yes) (Yes) (Yes)
Every council Every council Every council
meeting meeting meeting
2. Frequency in reporting risks to council 14% 23% 18%
(Every council (Every council (Every council
meeting) meeting) meeting)
o Yes Yes Yes
3. Use of key risk indicators to analyse and
report risks 60% 74% 68%
(Yes) (Yes) (Yes)
Yes Yes Yes
4. Audit and Risk Committee in place
100% 100% 100%
(Yes) (Yes) (Yes)
13%
m 0%
5. Independent external members of the ’
Audit Risk Committee 0% 0%
@ O m 0%
0% 0% 0%
Internally Internally Internally
6. Delivery of internal audit
23% 23% 21%
(Internally) (Internally) (Internally)
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Risk Management

l . .
Managing risk
Risk management policy

A proactive risk management policy will
help distinguish the maturity and
effectiveness of a council’s approach to
risk management, as documented
processes and procedures assist in the
relaying of information about resource
dependencies, automation and effective
communication amongst departments. It
will ease remediation of process-related
risks and highlight potential overlooked
vulnerabilities. We do acknowledge that a
governance model will be more effective
when policies and procedures are
embedded within the operating model of
the council and part of the DNA.

Previous years results have shown a
continuing increase in councils having an
approved risk management policy in place,
to the point where it has now become the
norm, with 93% of councils having a policy
in place.

The most significant contributors to this
upward trend is a result of 100% of NZ
councils having an approved risk
management policy, up from 89% in the

prior year. Moreover, 100% of SA
councils have maintained their status on
having an approved risk management
policy in place. Across both NSW and
WA councils, we observe an opportunity
for a small portion of councils to apply
more rigour in their approach to risk
management, with ~10% of councils
operating without an approved risk
management policy in place.

A risk management policy should clarify the council’s objectives

Jor, and commitment to, risk management. It is an effective way

to promote and communicate an integrated, holistic approach to
enterprise risk management across the council.

Figure 5.1: Does your council have an approved risk management policy? (council jurisdiction)

Survey Population NSW WA
Yes 89%
90% (A) . 100% (m) = 94% (V)
In development @ @
9% (V) 1% (V) 0% (m) i 6% (A)
No @ @
1% (m) 2% (V) 0% (m) 0% (m) 0% (A)
n=139
Figure 5.2: Does your council have an approved risk management policy? (type of council)
Survey Population Metro Regional Rural
Yes 96% 88%
90% (A) =7 97% (V) % 93% (A) Y 52% (A)
In development @ @ @
9% (V) i 3%(A) POT% (V) P16% (V)
. ®
1% (m) 0% (m) 0% (m) 2% (A)
n=139

© @ Survey population
O City of Joondalup
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[
Managing risk

Risk management policy (continued)

Shared attitudes and beliefs around the
management of risk within an
organisation helps contribute to a positive
and open risk management culture. It
promotes effective compliance, continuous
improvement to existing precautionary
procedures, and through knowledge
sharing, prevents repeated erroneous
behaviours.

Our findings show that the frequency of
risk reporting in councils has decreased,
with 42% of councils reporting risks at
least quarterly (down from 47% in the

prior year). Moreover, there has been a
significant shift this year, with 32% of
councils opting to partake in risk reporting
only ‘as required’ (up from 26% in the
prior year). NSW councils are the
predominant driver of this change in
regularity to risk reporting, moving to a
more ad-hoc or activity-based risk
reporting approach; 45% of NSW councils
(up from 32% in the prior year) now
report risks ‘as required’.

We acknowledge that a formal risk
reporting process requires consideration
of all council stakeholders and the
appropriate reporting frequency is
dependent on the nature and impact of
the content. Some key challenges in risk
management is ensuring the
completeness of reported risks and that
staff understand the importance of
reporting breaches. Once a breach or
area of heightened risk is identified, this
information needs to be effectively
communicated across the council so
proactive and corrective actions can be
implemented in a timely manner.

Figure 5.3: How often does management formally report risks to council?

Survey Population

Every council meeting

10% (V)
Monthly

4% (A)
Quarterly

33% (V)
Every six months

7% (V)
Annually

10% (A)
As required

26% (A)
Not reported

9% (I)

Unable to say

1%

102 | PWC

NSW NZ

P5% (V) P 7% (A)
P 3% (A) P 4% (A)
@
P 26% (V) % 45% (V)
POT% (V) 7% (A)
P10% (V) 4% (A)

32% (A) 26% (V)

15% (V) 4% (A)

2% 0%

SA WA

18%

6% (A) 23% (V)

0% (m) 6% (V)

41% (V) 33% (A)

6% (V) 6% (A)

P18% (V) 13% (A)
© ¢
v 29% (V) 13% (A)
i 0% (A) 6% (V)
0% 0%
n=139

@ @ Survey population
O City of Joondalup
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|
Managing risk

Key risk indicators

Key risk indicators are qualitative or
quantitative measures related to
monitoring a specific risk or activity and
helps management assess the likelihood
and consequences of a risk occurring.
There are 2 types:

Lagging - retrospectively monitors data to
help identify changes in risk trends,
ensuring risk exposure is minimised
through preventative action.

Leading - predictively determines the
likelihood of a risk event, ensuring risk
does not materialise through pre-emptive
action.

This year we observe a decrease in the use
of key risk indicators, with just over half
(52%) of the councils using key risk

indicators to analyse and report risks
(down from 61% in the prior year). This
decrease has been offset with an increase
in councils with key risk indicators in
development (31%, up from 21%). This
suggests there may be a fluctuation in the
application of the right risk indicators year
on year, and this may be area where
constant assessment, application and
refinement takes place until a core set of
risk indicators are defined and relied
upon.

Our findings show that metro councils are
more likely to rely on metrics to manage
key risks as a predictive measure, with
62% doing so, compared to ~49% of
regional and rural councils.

Interestingly, the proportion of councils
with key risk indicators ‘in development’
(30% of all councils), remains constant
with the results from two years ago.

We encourage councils, who are yet to
formalise their key risk indicators, to
define the desired risk appetite that the
council is prepared to tolerate, and
finalise the design of the risk metrics that
will ultimately help critically monitor and
forecast unfavourable events to minimise
chances of disruption.

Figure 5.4: Does your council use key risk indicators to analyse and report risks?

Survey Population

Metro

Yes @ 48%
61% (V) 76% ( > 58% (V) :

Regional Rural

53% (V)
In development @ @
21% (A) Po1M%( ; 22% ( P 27%(A)
No @ @ @ © @ Survey population
O City of Joondalup
18% (V) 13% ( 20% (V) 20% (A)
n=139

o — ]
T
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lCorporate governance

Audit and Risk Committee

The Audit and Risk Committee is a sub-
committee that provides independent
oversight and governance of a council’s
risk management, control and compliance
framework and its internal and external
accountability responsibilities. This
Committee is expected to adhere to good
corporate governance principles and its
operation should assist drive stronger
governance governance behaviours and is
a critical component of a robust
monitoring framework over management's
performance and reporting.

Consistent with the prior year, all SA and
WA councils continue to report strong
corporate governance oversight with an
established Audit and Risk Committee in
place. It is promising to see, a shift
upwards to 90% of NSW councils with an
Audit and Risk Committee (up from 85%
in the prior year), which is in line with the
2020 mandatory requirement for all NSW
councils to have an Audit and Risk
Committee.

The composition of an effective Audit
Committee should include at least three
members, majority of whom should be
independent and equipped with the
appropriate technical expertise. Members
are deemed independent when they are
external to the council itself and in turn,
this is positively related to effective
oversight of the integrity of the financial
reporting process.

Across all regions, the median percentage
of Audit and Risk Committee members
who are independent or external to the
council has increased marginally to 41%,
up from 40% in the previous year.
Meanwhile, less than half of the surveyed
WA councils had some form of

independent or external representation
on the Audit and Risk Committee,
explaining the median result of 0%.

We strongly encourage councils to
evaluate the adequacy of their Audit and
Risk Committee function against its
objectives, and assess whether the
composition has sufficient independent
representation. The overall performance
and competency of the Audit and Risk
Committee should be reviewed annually,
with further review on an as required
basis, to ensure the scope of
responsibilities are carried out reliably
and effectively.

The Audit and Risk Committee is an essential and integral component of
an organisation’s corporate governance toolkit. Its responsibilities will
generally cover, but are not limited to, the review and oversight of the
Jollowing areas: internal control framework, compliance and ethical
matters, risk management activities, financial statements, internal
audit and external audit. The Audit and Risk Committee can also
oversee and hold management accountable for its performance in

managing these important areas.

Figure 5.5: Does your council have an Audit and Risk committee (or equivalent)?

Survey Population NS

h O
93% (A)

No

7% (V)

W NZ
a
B 35% (A) %100% (¥

15% (V)

SA

0% (A) 0% (m)

100% (m)

© @ Survey population
O City of Joondalup

0% (m)

n=139

Figure 5.6: Percentage of independent or external members of the Audit and Risk Committee

FY17
¥ Council jurisdiction w
1
1 NSW median (60%)
]
s | | | | |0
1 NZ median (17%)
NZ | | 11 17%
: SA median (40%)
SA : | I 40%
WA median (0%)
WA | | 0%
! T T T T T T T T T 1
0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
18% equal 82% of all respondents
or lower are higher n=128
| Survey | Median B City of Joondalup
population
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Risk Management

IDelivery of internal audit

Internal audit delivery and effort

The pace and scale of technology
innovation demand means that Internal
Audit needs to consider if their teams are
skilled for the likely digital
transformation. In the 2018 State of the
Internal Audit Profession Study, where
more than 2500 board members and
senior executives participated, nearly 80%
of Chief Audit Executives (CAESs) say
Internal Audit most needs to expand or
improve its technology skills to meet its
future needs. Internal Audit needs risk
professionals who are technology curious
and have mind-sets and abilities to
routinely retool based on emerging
technologies and changing enterprise
risks.30

When delivering internal audit many
councils find that a resourcing model that
includes external expertise provides them
with the range of skills, value for money,
and independence. Our findings indicate
that 31% of councils (up from 29% in the

prior year) opt for an outsourced approach
in delivering internal audit, and is growing

to be a more attractive option for councils.
A quarter of councils co-deliver their
internal audit function, a slight shift
downwards from 29% in the prior year.

The co-delivery method for internal audit
is preferred by metro councils (33%),
closely followed by 31% opting for an
outsourced approach (up from 21% in the
prior year), and another 31% running their
own internal audit function. In
comparison, outsourcing the internal audit
is the favoured option by more than a
third of regional councils (34%), with a
further 24% co-delivering the internal
audit, and a smaller 15% running their
own internal audit function.

There continues to be just over a quarter
of councils (26%) electing to undertake
no internal audit activity during the year,
and this is dominated by 45% of rural
councils followed by 27% of regional
councils, and a very minor 5% of metro
councils.

Proportion of
councils outsourcing
or co-delivering
internal audit

¥

57%

Figure 5.7: How is internal audit delivered?

Survey Population

Outsourced

29% (A)
Co-delivered

29% (V)
Internally O

18% (m)
No internal audit
carried out

24% (A)

Metro

1% (A)

39% (V)

32% (V)

8% (V)

Regional

Rural

41% (V)

26% (V)

13% (A)

20% (A)

@ @ Survey population
O City of Joondalup

30 PwC, 2018, State of the Internal Audit Profession Study, ‘Moving at the speed of innovation. The foundational tools and talents of technology-enabled Internal Audit’
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IDelivery of internal audit

Internal audit delivery and effort (continued)

Consistent with last year, we see a marked
difference in the volume of days of internal
audit work completed for internally
delivered audits against outsourced audits.
Internally delivered audit functions
operate at a median scale of 11.9 days per
A$10 million in council revenue,
compared to 3.5 days for internal audit
functions that outsourced internal audits.
A sourcing model that utilises external
expertise may have more specialised
internal auditors providing better
solutions or a more robust reference guide
to benchmark the adequacy of processes,
in comparison to internally delivered

audits. Despite the advantages
outsourcing or co-delivering internal
audits may have, it is important to
consider the appropriateness of
implementation and ensure involved
parties have clarity over their roles to be
most effective.

While the different delivery methods
affect a council's resources, both from a
cost and time perspective, the
effectiveness of the internal audit should
be a key consideration in determining
which delivery method option is most
suitable.

Figure 5.8: Days of internal audit effort per A$10 million in council revenue

FY17
V¥ Method of internal audit delivery w 12.1
: .
Outsourced median (3.5) 1
1
Outsourced "||I| | " 1 3.2
1
Co-delivered median (4.1) 1
) 1
Co-delivered | " I I || 1 6.6
Internally median (11.9)
Internally I I | | 10.6
I T — T T T T T T T 1
0 5 10 15 20 25 30 35 40 45 50
< >
84% of all respondents | | 16% of all respondents
are equal or lower are higher n=093
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|Delivery of internal audit

Internal audit effectiveness

Regardless of industry, department size,
or budget, internal audit can and must
advance in building its technology and
talent foundation. Technology is central to
an internal audit function with the
required speed, capacity, and capability to
advise on technology-related risks, to
pivot as the organization’s innovations
demand, and to audit technology-based
operations. A deliberate strategy that lays
out internal audit’s goals and the
integrated technology and talent steps to
achieve them will keep the function
moving forward into a technology-driven
future.3

In our survey, councils are asked to
measure how well their internal audit
function performs against eight key areas.
Interestingly, this year we see 51% of
councils rating their internal audit
functions favourably in ‘Leveraging
technology effectively when executing
audit services’, up from 45% in the prior
year. It is encouraging to see internal
audit teams reacting to the growing pace
of technological advancement, and we
encourage a continued focus in this area
especially where mundane and repeatable
tasks can be automated so that internal
auditors can be redirected to the more
challenging and rewarding projects within
the internal audit function.

Another key area where performance by
internal audit has improved, is ‘Delivering
services with a service-oriented team’,
with 62% of councils rating this area
performing well (up from 53% in the prior
year).

A primary role of the Audit and Risk
Committee is to promote better oversight
and monitoring of an organisation’s
financial reporting obligations. It remains
evident, that councils with an Audit and
Risk Committee perform better in more
areas of internal audit than those where
no committee exists. As Figure 5.10
shows, 63% of councils with an audit
committee report that internal audit
performs well (in six to eight areas of the
internal audit).

Figure 5.9: Does your internal audit function perform well* in the
following areas?

» Percentage of survey population FY17
Aligning the scope of the audit plan o o
with stakeholder expectations 79% 81%
Dellverlngl cost—ef‘f.ectlve and 76% 74%
value-adding services
Focusing on cr|t|§al risks and issues 75% 75%
the council is facing
Engaging and managing o o
relationships with stakeholders 4% 73%
Promot!ng quality improvement and 69% 69%
innovation

Obtaining, training, and/or sourcing
the right talent for audit needs 63% 61%
including using specialists

Delivering services with a

. : 62% 53%
service-oriented team
Leveraging technology effectively o o
when executing audit services 51% 45%
n=103
* 'Performs well' consists of those who B Survey population
responded extremely well and quite well [J City of Joondalup

Figure 5.10: Correlation between having an Audit and Risk Committee and
internal audit performance

Audit and Risk Audit and Risk
Committee exists Committee does not exist

Internal audit performs well in six
to eight areas

61% (A) 0% (A)
Internal audit performs well in
three to five areas
20% (V) 0% (A)
Internal audit performs well in
zero to two areas
20% (A) 100% (V)
n=103

¢ Survey population
O City of Joondalup

31 PwC, 2018, State of the Internal Audit Profession Study, ‘Moving at the speed of innovation. The foundational tools and talents of technology-enabled Internal Audit’
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O 27 %
\'Z, of councils reported an

o improvement in staff
engagement levels

74%
of councils conducted a

community satisfaction
survey in the last 2 years

m 37%
of councils reported an
improvement in
community satisfaction
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Leadersp, 7




Corporate Leadership

ICorporate Leadership Trend Summary

City of Joondalup

© WA Survey population

Change from

@ City of Joondalup FY16 FY17 FY18 FY17 to FY18
159
. . . . Ad4
1. Median council meeting duration 111 115
(minutes) o —
105 113 A8
82
32 33
. . . z/-.———. Al
2. Median council resolutions passed
C— —0— —0 A1
18 19 20
. . . Annually Annually Annually
3. Frequency in review of the community
engagement strategy 44% 40% 54%
(Annually) (Annually) (Annually)
4. Publishing corporate performance Yes Yes Yes
results to the community 7% 84% 3%
(Yes) (Yes) (Yes)
. . . Y Y Y
5. Community satisfaction survey s s s
conducted in the past 2 years 74% 84% 89%
(Yes) (Yes) (Yes)
Stayed the same Improved Improved
6. Improved community satisfaction levels
8% 60% 36%
(Stayed the same) (Improved) (Improved)
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IApproach to decision making

Council decision making

To gain a better understanding of the
process of council meetings, we asked
councils to provide meeting duration and
resolution information for the last six
council meetings conducted in the 2017-
2018 financial year. Our analysis on the
relationship between meeting duration
and resolutions passed in the 2017-2018
financial year indicates a variance when
compared to our FY17 results.

The median length of a council has
increased marginally, by 11 minutes, with
a council meeting lasting for a median of
2.3 hours (or 138 minutes), however, the
median council resolutions passed
remains unchanged, at 22 resolutions.

Geographically, across NZ councils we
observe a decrease, of 18 minutes, in the
median duration of council meetings in
the past year, with a median of 165
minutes (2.9 hours) and a median of 17
resolutions. However, the minutes taken
to pass a resolution remains largely
consistent with the FY17 result of
approximately one resolution for each 10
minutes of meeting time.

In Australia, we see WA councils taking
less time per resolution, with a result of
5.7 minutes (remaining largely unchanged
from the prior year), with a median
duration of 113 minutes. Meanwhile, both
NSW and SA come in with a median of
~144 minutes duration, and spend slightly
longer to pass resolutions; ~6 minutes per
resolution.

Interestingly, NSW councils are spending
longer to pass a resolution in FY18 (6
minutes), compared to 4.4 minutes in the
prior year. Yet the result of 6 minutes per
resolution across SA councils remains
unchanged from the prior year.

For councillors to make effective and
informed decisions on policy settings, as
well as council strategy, they require
timely and succinct information prior to
the meeting, clear agendas, and adequate
time devoted to each element of the
agenda to enable proper consideration of
the issues.

It is critical that councillors can formulate
a decision while understanding the
broader picture and related consequences
based on the information provided at the
meetings.

Key considerations

« Do your council meetings
regularly extend beyond three
hours?

Are your council meetings
passing resolutions in an
efficient manner?

Are your meeting agendas and

papers clear and concise, an
consistently provided to
councillors well in advance to
allow a timely review prior to
the meeting?

Do you conduct council
performance reviews at the
end of the year or end of the
council term?

Figure 6.1: Relationship between council meeting duration and resolutions passed in the second half of FY18

V Average meeting length (minutes)

500
450
400
350
300
250 |
200 |
150 —_________§§
100 —

50

Median number of resolutions: 22
1

o

WA councils
spend a median of

113 minutes

producing a median
of 20 resolutions
L ]

Median
meeting length
(minutes): 138

© Survey population
@ City of Joondalup FY18 result

City of Joondalup FY17 result
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IAnalysing council meetings and resolutions

Council meeting duration and number of resolutions

In the framework below, we have
converted our survey data into a matrix to
show possible reasons for a variation, from
meeting to meeting, in council meeting
duration and number of resolutions. This
analysis allows councils to explore the
relationship between meeting length and
the number of resolutions passed at their
last six council meetings in the 2017-18
financial year.

This year, we see around 31% of council
meetings in the ‘short and sharp’ quadrant
and 25% in the ‘clearance of
straightforward matters’ quadrant. This is
possibly explained by an increased use of
delegation of these matters to council staff,
or potentially through increasingly
including some of these items in each
meeting, rather than making it the
purpose of an entire meeting.

On the basis that there are two levels of
government in NZ, compared to the three
levels that exist in Australia, perhaps it is
not surprising that 43% of NZ council
meetings sit in ‘complex issues’ quadrant.
However, this was not always the case; in
FY16, just 33% of NZ council meetings
were in the ‘complex issues’ quadrant. It is
difficult to discern from the data alone,
whether these councils are working
through more complex issues, or finding it
more difficult to reach a decision over
issues of comparable complexity. One
possible explanation is that in FY16,
councillors were in their third year of
office and perhaps more experienced with
the operation of council decision making.
There is a marked difference in the
conduct of council meetings between NZ
and the Australian jurisdictions.

In Australia, we observe more SA council
meetings in the ‘complex issues’ quadrant
(26%), compared to just 12% of NSW and
20% of WA council meetings.
Interestingly, NSW meetings (after 12% in
‘complex issues’) are spread evenly across
the remaining three quadrants, yet more
of the WA meetings are in ‘short and
sharp’ (44%), followed by 25% in
‘clearance of straightforward matters’.

When reviewing your profile in the chart
below, consider that there may be a sound
basis — such as the nature of business to be
discussed — for whichever quadrant your
meetings fell into. In fact, it might
enhance a council’s productivity if a range
of the identified meeting types exists
across the year. Each council should assess
its results against the complexity and
associated risk profile of the issues
discussed in council meetings.

Key considerations
» Are you up to date with best practice when it comes to governance in
your council meetings?

Did the complexity of issues match the time taken to resolve them?

Is your council meeting agenda well structured, clearly delineating
sections for specific council purposes eg. information only versus
strategic decisions?

Are you conducting extra relevant meetings to support and inform your
councillors so that the more formal council meetings are more
productive eg. strategy or key operational issues?

Do your councillors have access to technology that supports them to be
more effective in their role as councillor eg. online meeting and papers
access?

Do you delineate your agenda into the different areas such as — strategic
decisions, information only and housekeeping, so it is easy to manage
and focus councillors?

Figure 6.2: Relationship between council meeting duration and resolutions
passed in the second half of FY18

Dealing with Long orders of
complex issues business
(20%) (22%)
Longer
meetings
o
eo®
Linear trend
o
o
o o
Shorter . .
meetings .
L
Clearance of
Short and sharp straightforward matters
(30%) (28%)
Less More I
. resolutions resolutions

n=138

@ City of Joondalup FY18 result
City of Joondalup FY17 result
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IRelationships with Government

Government relationships

It is critical for councils to maintain or
look for ways to enhance the dialogue and
collaboration between government bodies
in order to negotiate an effective working
relationship, and as a result deliver greater
value to their community.

Similar to prior years, we explore the
relationships between local councils and
the State government (Australia), or
National government (NZ) by asking
councils to describe their partnership with
their respective governments when it
comes to influencing important decisions.
These decisions can affect a council’s
region and/or community such as strategic
transport plans, economic growth plans,
and population planning for the region,
including newinfrastructure.

Given the two tier structure of NZ
government, we continue to see a much
higher proportion of NZ councils having a
strong level of influence, with 53%
reporting influence on most or all
decisions, and the remaining 47%
influencing some decisions. Notably, this
year we see a shift in more NZ councils
reporting influence on all important
decisions affecting their local community,
now at 24% (up from 11% in the prior
year).

NSW councils continue to report a
stronger level of influence, compared to
WA and SA councils, with 41%
influencing most or all decisions. WA
councils now report more influence on

most or all decisions, compared to a year
ago, with 32% (up from 22%), and SA
councils remain largely unchanged, with
31% reporting influence on most or all
decisions.

Although the size of council continues to
affect the relationship with respective
governments, there has been a noticeable
shift in the proportion of medium-sized
councils reporting influence over most or
all decisions; 41% of medium councils, up
from 29% in the prior year. In
comparison, there are now just 19% of
small councils reporting the same level of
influence over important decisions, down
from 29% a year ago.

Figure 6.3: Describe your current relationship with State government (Australia) or National

government (NZ) (council jurisdiction)

Survey Population

O

We influence all decisions

NSW

@ @

SA

®_ o

5% (A) 3% (A 11% (A) : 0% (A) i 6% (A)
We influence most decisions @ @
30% (A) 38% ( 0%( i 29% ( i 16% (A)
We influence some decisions
57% (V) 579 ( 48% ( % 53% (4) % 65% (V)
We influence little or no @
decisions
8% (V) 2% (A) 1% (V 18% ( 13% (V)
n=139
Figure 6.4: Describe your current relationship with State government (Australia) or National
government (NZ) (size of council)
Survey Population Large Medium Small
We influence all decisions O @ @
5% (A) © O 11%(A) Po2%(a) E10% (V)
We influence most decisions @ @
30% (A) 48% (V) T 27%(A) P19% (V)
We influence some decisions
57% (V) 41% (A) % 62% (V) 57% (A)
We influence little or no @
decisions
8% (V) 0% (m) 9% (V) 14% (A)
n=139
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| Maintaining high levels of staff engagement

Staff engagement

Monitoring and understanding staff
engagement levels are crucial inputs to
maintaining a high performing, productive
organisation. High levels of staff
engagement can help decrease staff
absenteeism, avoid regretted staff
turnover and increase efficiency in
delivery and outcomes of council services.

While we observe slightly more councils
reporting a boost in staff engagement
levels (27%), compared to stability in staff
engagement (25%), in prior years, there
has been a much larger gap in favour of
improved staff engagement levels. This is
possibly to be expected, after a number of
years of high levels of improvement in
staff engagement, additional gains become
increasingly more difficult to achieve.

Measuring staff engagement levels is an
essential way for any organisation to gauge
employees’ commitment at a point in time
and then use the results to drive change.
We notice this year that a larger
proportion of NZ councils are not
measuring staff engagement levels; 57% of
NZ councils, yet in past years this has
tended to always hover around a third of
councils, with the highest percentage
being 40% in FY16. This may suggest that
a portion of NZ councils only measure

This year, more WA councils are
measuring staff engagement (71%, up from
58% in the prior year). However,
compared to other jurisdictions, WA
councils had the highest proportion of
councils reporting a decline in engagement
levels (18%). Meanwhile, there were only
7% of NSW councils reporting a decline,
compared to an even spread across
improved and stable staff engagement
(28% of councils in both categories). In SA
councils, it is encouraging to see a smaller
35% (compared to 58% in the prior year)
opting out of measuring staff engagement.

Key considerations

According to PwC’s Fast Take on Talent
Innovation3?, enabling a strong sense of
purpose in staff, providing a diverse and
flexible workplace and a recognition
system, where both large and small
successes are celebrated, will assist in
engaging staff. Other contributing factors
could include a highly personal
management style, with managers taking
the time to get to know their teams in
order to further develop their skills and
careers, and understand the best ways
(and frequency) to communicate goals,
progress and performance with staff.

» How would you describe your culture? Is it motivating, inclusive and

are diverse opinions valued?

Do you understand which clusters of employees are less engaged and

taken action to address this?

Do you make staff recognition a priority and encourage all levels of staff

to share success stories?

Employee engagement is defined as one’s commitment to and
passion for his or her work and role within an organisation. Not
to be confused with employee satisfaction—or general

happiness—engagement is the extent to which employees are
motivated to contribute to overall business success. It’s a proven
willingness to go the extra mile to achieve the organisation’s
business goals.33

staff engagement every two years.

Figure 6.5: Did your staff engagement levels improve during the year ending 30 June 2018?

Survey Population Nz WA

Improved @ 8%

36% (V) : 39% ( 22% (V) T 12% ( 55%
Stayed the same @ @

18% (A) P 23%( 22% (V) 24% 3% (
Declined @ @ @ 18%

9% (A) 8% (V) 22% (V) P 6% (A) 0% (A)
Staff
engagement not
measured

37% (m) 30% ( 34% (A) 58% ( 2% (V)

n=139
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32 PwC, 2015, “Fast Take on Talent Innovation: Employee engagement”
33 Ibid
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IConsulting with the community

Community engagement strategy

One of the principle roles of a council is to
represent the community and make
informed, reasonable decisions on its
behalf. It is therefore vital that there is a
strong partnership between the council
and the community. Through
collaboration, councils can act in the best
interests of the community, helping to
build trust and confidence in local
government. A key way to achieve this
strong partnership is to establish and
implement a community engagement
strategy.

Therefore, it is concerning that there
continues to be 17% of councils that are
still developing their community
engagement strategy, and a further 9%
without one at all. The fact that 96% of
NSW councils either have a documented
and approved community engagement
strategy in place or are developing one, is
explained by the mandatory requirement
under the Integrated Planning and
Reporting Framework.

SA councils have the most opportunity to
bring their community engagement
strategy to life, with 22% operating
without a documented strategy.

Key considerations

Is community engagement a central, developed capability within your
council?

Do you have the required level of skills to enable a cohesive approach,
spanning across the full range of stakeholders?

Have you invested in training and skills development for your staff
involved in this key area?

Do you engage with the community in a consistent manner on a wide
range of matters — or does it vary depending on the issue?

Have you truly embedded a culture of community engagement across
the organisation rather than leaving the responsibility to a separate
function in the council?

Do you adequately resource such that community engagement can be
performed right across the organisation so the views of your community
can be properly considered?

Figure 6.6: Do you have a documented and approved community engagement strategy?

Survey Population

Yes

73% (A)

In Development

17% (m)

No

10% (V)
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IConsulting with the community

Review of the community engagement strategy

A community engagement strategy can
only be effective if it appropriately
represents the community and its
changing needs - as such, councils should
frequently review the strategy, updating
where required so it continues to meet
these evolving requirements.

It is clear that the frequency of review of
the community strategy is quite different
across the various jurisdictions, reflecting
the various legislative requirements.

We see NSW councils (31%) being more

likely to review their community strategy

every 4 years, compared to 86% of NZ
councils reviewing every 3 years (in line
with the triennial long term planning

(LTP) process). Within SA councils, they

are more likely to review every 2 years

(44%), while WA councils tend to review

the strategy more frequently, with 54%
reviewing annually.

While it’s encouraging to see 8% of NSW
councils reviewing the community
engagement strategy every 6 months, it is
important to understand if the
community is likely to evolve at such a
quick pace to warrant this high frequency
of review, and if there is time to
implement new ideas before reviewing
again. At the other end of the scale, 4% of
NSW councils do not review the strategy
at all - the only jurisdiction to have any
councils fall into this category.

Figure 6.7: How frequently do you review your community engagement strategy?

Survey Population

At least
every 6

months
4% (A)

Annually O

24% (V)

Every two
years

20% (m)

Every three
years

18% (A)

Every four
years

21% (m)

When
triggered by

a key event
9% (V)

NSW NZ
6% (A) 0% (m)
22% (m) 10% (V)

18% (V)

4% (A)

SA

44%

WA

On request

Not
reviewed or
Unable to
say

2% (m)

2% (m)

36% (V) 0% (m)

12% (V) 0% (A)
@

0% (A) Eo10% (V)

2% (A) 0% (m)

®
®
®
@

1% (V) 0% (A)

22% (V) @40% (A)
®

34% (A) 30% (V)
®

0% (A) 5% (m)
@

22% (V) 10% (V)
®

1% (V) 10% (V)

0% (m) 0% (m)

0% (m) 5% (V)

n=101
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|Consulting with the community

Community engagement

When it comes to developing a community
engagement strategy, consulting with a
broad range of stakeholder groups will
lead councils to obtain a richer variety of
inputs, ideas and issues to consider, and
ultimately result in a more comprehensive
strategy for the local community.

Consistent with the prior year, we see that
over a third of councils (36%) are engaging
with their neighbouring councils when it
comes to developing the community
engagement strategy. NZ councils set the
standard in this approach, with 70%

actively working with councils in their
region. This may be a result of smaller
distances and overlap of residents and
non-residents operating within more than
one council. WA councils are the least
likely to consult with neighbouring
councils (14%), compared to 43% of SA
and 33% of NSW councils.

and can identify for themselves services or
facilities that one council may be better at
providing than the other.

Councils should continue to work together
and collaborate to obtain a wider variety of
ideas and inputs, this is especially
important when residents live and work
across different local government areas

Figure 6.8: Which of the following groups were consulted when developing the most recent council

community strategic plan?

» Percentage of survey population

FY17

Community broadly

96% 98%

Councillors

96% 96%

Council leadership team

93% 95%

Managers

89% 89%

Identified community interest groups

83% 85%

Other staff

82% 81%

Local area businesses

73% 71%

Identified community individuals

68% 68%

Non government organisations

57% 58%

Government agencies

51% 52%

Councils in your region

36% 36%

Department(s) responsible for local
government

29% 25%

Suppliers/partners

25% 22%
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IConsulting with the community

Sharing corporate results

Through the sharing of council’s
corporate performance results, the
community can understand how their
rates and annual charges are being
allocated, and feel reassured that,
through this reporting, councils can be
held to account if there are any anomalies
or less than favourable results.

We continue to see an upward trend in
councils publishing the corporate
performance results to the community,
with 89% of councils publishing this
important information (up from 87% in
FY17 and 85% in FY16).

This has been driven by Australian
councils, especially WA (93%) and NSW
(91%) and to a lesser extent SA councils.
Analysing by type of council, we see that
there has been a large focus across rural
councils, with 79%, compared to 70% a
year ago, now publishing their corporate
performance results to the community.

Figure 6.9: In FY18, did your council publish corporate performance results to the

community? (council jurisdiction)

Survey Population NS

N O
87% (A)

No

13% (V)

15% (V)

4% (A)

18% (V)

W NZ SA WA
0 c
85% (A) W96% (V) 7 62% (A) = 34% (A)

16% (V)

n=139

Figure 6.10: In FY18, did your council publish corporate performance results to the

community? (type of council)

Survey Population Metro

Yes

87% (A)

13% (V)

Regional

97% (A)

3% (V) 7% (A)

Rural

30% (V)

n=139
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IConsulting with the community

Community satisfaction survey

Our survey results show that NZ and WA
councils are more likely to have conducted
a community satisfaction survey in the
past two years, with ~90% of them doing
so, compared to 72% of NSW councils, and
a much smaller 48% of SA councils. A year
ago, less than a third of SA councils
conducted a community satisfaction
survey, so to have almost half of the SA
councils focused on obtaining feedback
from the community is a good sign.

In saying this, for those SA councils that
measured community satisfaction, 64%
reported improved satisfaction levels since
the last survey, the highest of all the
jurisdictions.

Despite this, our overall findings show an
increase in the proportion of councils that
reported a lower level of satisfaction from
the community; 21% of councils, up from
9% in the prior year. This is largely driven
by NZ councils, with more than a third
(37%, up from 5% a year ago) reporting
declining community satisfaction.

Obtaining feedback from the community is

vital, even if the level of satisfaction
diminishes at different times. It is
important to understand why this may be
diminishing, are there particular services

or charges that cause this? Or is it a matter

of changes in the survey respondents
demographics, needs and priorities?

Residents appreciate having a voice and
councils will build stronger engagement
with the community if they can
demonstrate action plans as a result of the
survey outcomes, and continue to monitor
and measure.

Figure 6.11: Did your council conduct a community satisfaction survey in the past two years?

Survey Population NSW NZ SA WA
Yes
76% (V) o 80% (V) Y 35% (A) = 34% (A)
. © ©
24% (A) 20% (A) 15% (V) 71% (V) 16% (V)
n=139
Figure 6.12: Did the overall community satisfaction levels improve since the last survey?
Survey Population NSW Nz SA WA
Improved @ @
50% (V) T 42% (V) P 52% (V) 60% (A) T 60% (V)
Stayed the same @ @
28% (A) P 27% (A) P 43% (V) E20% (V) T 20% (A)
Declined @ @ 18% @
9% (A) i 10%(A) i 5% (A) i 0% (A) E12% (m)
First community @
satisfaction survey
13% (V) 21% (V) 0% (A) 20% (V) 8% (A)
n=139
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Case study: Building a 'Business Life'

Alexandrina Council, SA

Background

In June 2018, Alexandrina Council, on the Fleurieu Peninsula in South Australia, announced that the region’s economy
had reached the significant milestone of $1 billion Gross Regional Product per annum. It is an impressive achievement
given the current population of 26,775 and is a testament to our hard working businesses and industries.

To further assist the growth and progress of business in the Alexandrina area, an Economic Development Strategy (2016
- 2022) has been established by our council. The strategy puts measures in place to assist the growth of the Alexandrina
economy, attract business to the area and demonstrate the lifestyle benefits of living and working in the Alexandrina
area.

The 'Alexandrina Business Life' initiative

Our ‘Alexandrina Business Life’ branding will be used to focus and promote the key strategies and messages to both the
Alexandrina business community along with new businesses and people we are hoping to attract to the region. The
initiative is designed to build networks with local businesses and associations through regular emails, economic
development forums and business forums. We also conduct an Economic Development Advisory Panel (EDAP)
consisting of the Mayor, three elected members and six community members from local business owners with a broad
range of business backgrounds, to encourage the interaction of local businesses and the Council.

Business forums are hosted in different townships across the Alexandrina Council area, exposing the attendees to the

whole region and assist them in expanding their networks. Various topics are discussed such as sustainability or tourism
with different guest speakers, including local political identities. Each forum concludes with a feedback session, to allow
the council to understand the needs of the community and identify any assistance we could provide to meet those needs.

What topics are covered in the forums?

Guest speakers at the business forums held so far, which have been local identities, have shared their experiences and

achievements within the region, such as:

» ‘Faces and Food of the Fleurieu’ by Rojina McDonald who has published a cookbook with stories and recipes from
local restaurants, cafes and food producers)

» Growing of a local family dairy business to a state wide success story (Rebekha McCaul from the Alexandrina Cheese
Company) _—

» Being awarded The James Halliday 2018 Wine Companion Winemaker of the year (Paul Hotker, Senior Winemaker
from Bleasdale Vineyards at Langhorne Creek).

~

We also hosted an economic development forum for those currently involved in, or known to have an active interest in
Hindmarsh Island, particularly as it relates to tourism, the environment, expanding business enterprises and land
development. Almost 80 people gathered to hear from a range of subject matter experts on planning and zoning matters,
nature-based activities, cultural tourism, plans for Coorong Quays and our role in facilitating economic development.

Community reaction to the initiative

Community feedback has been very positive and they value being listened to by the council. This is particularly evident in
the interactive workshop held at the end of each business forum. We also receive positive feedback on the chance for
attendees to share with others in the region and have visibility on what other businesses are doing.

The number of attendees at the business forums have increased over the past year, and returning guests indicate that
they find benefits in both the topics and the networking.

Main challenges and key learning points

One of the challenges we face is the independent nature of the smaller size businesses within Alexandrina, who we want
to increase their awareness that we encourage economic development in the region, and are here to help them grow and
succeed. There are also the logistical challenges of resourcing events and resourcing solutions for the issues raised and
the initiatives we want to drive to support growth.

Ideas for future activities to support the overall program include:
» Considering expansion of an economic development function within the council
 Increasing presence in local media for wider exposure of the message

» Further developing our Economic Development Advisory Panel as ambassadors and intermediaries to local
businesses.
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Asset Management

City of Joondalup

Asset Management Trend Summary

® WA Survey population

@ City of Joondalup FY16 FY17 FY18
1. Dedicated asset management systems in Yes Yes Yes
road networks, bridges, footpaths and
cycleways
89% 90% 86%
(Yes) (Yes) (Yes)
2. Does your council have an asset Yes Yes Yes
management maturity rating model that
it applies to its assets? 40% 35% 25%
(Yes) (Yes) (Yes)
Annually Annually Annually
3. Frequency in reporting management of
assets to council 40% 32% 36%
(Annually) (Annually) (Annually)
Yes Yes Yes
4. Strategic asset management plan linked
to long term financial plan 57% 52% 64%
(Yes) (Yes) (Yes)

5. Primary responsibility for service assets

Asset managers

60%
(Asset managers)

Asset managers

58%
(Asset managers)

Asset managers

54%
(Asset managers)

6. Primary responsibility for corporate
assets

Asset managers

34%
(Asset managers)

Asset managers

290%
(Asset managers)

Asset managers

25%
(Asset managers)
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Asset Management

Data storage

Councils need high quality and reliable
information about their assets in order to
manage maintenance, asset renewal
requirements, and future asset
investments. Best results are often
achieved when asset management is
integrated throughout the business,
especially when there is detailed
information available from robust
systems.

When it comes to robust data
management systems, it is understandable
that we observe councils focusing on the
highest value asset categories, particularly
considering the regulatory requirements
for councils in some jurisdictions to
manage the various asset categories.
However, given the importance that well-
managed assets plays in the ongoing
performance and health of a council,
limited dedicated data is being captured
across the broader range of assets, with
the concentration of data being in a few
key categories only.

As expected, we continue to see Road
networks with the highest proportion of
dedicated asset management information
systems (85% of councils). This is followed
by Sewerage and waste treatment, with
81% of councils having an asset
management system (AMS) in place, and
in third place is Drainage networks, with
79% of councils having a system in place.
The percentages reported relate only to
councils that have responsibility for an
asset category.

As a result of NZ legislative compliance
requirements, we observe NZ councils
with advanced infrastructure asset
management across the three top asset
categories, with 100% having a Road
networks asset management system and
94% in both Sewerage and waste
treatment and Drainage networks.

We find that SA councils are similar to NZ,
with 95% operating both Road networks
and Drainage networks using an
established asset management system,
with just 5% of councils in both categories
without an AMS.

On the basis that all NSW councils
reported an obligation to manage Road
networks, it is important to highlight that
just over one in five NSW councils (21%)
are continuing to manage these high-
valued networks with an AMS that is in
development, compared to 77% with an
established system in place. Likewise, all
councils indicated they manage Drainage
networks, yet again we continue to see

122 | PwC

Asset management systems

21% with an AMS in development,
compared to 76% with an AMS in place.

Similarly, all WA councils have a
responsibility to manage Road networks,
yet 11% have an AMS in development and
4% operate without one, compared to 85%
with an established system. There is a
higher proportion of WA councils, however,
that are operating Drainage networks, with
an AMS in development (29%), and a
further 11% without a system, leaving just
60% with the ability to use this important
asset management data.

Of interest, is the upward trend for a
greater proportion of councils having
access to data in regards to Plant and
Equipment and Buildings. Asset
management systems are now in place
for both Plant and Equipment and
Buildings in 70% of councils (up from
63% and 62% respectively in the prior
year).

Figure 7.1: Percentage of councils with data stored in a dedicated asset

management system by asset class

AM System exists

Road Networks, Bridges,
Footpaths and Cycleways

O

In development No AM system

85% (m) 12% (A) 3% (V)
Sewerage and Waste
Treatment

73% (A) 18% (V) 9% (V)
Drainage Networks, Water
and Stormwater

74% (A) 19% (V) 7% (V)
Plant and Equipment O

63% (A) 18% (V) 19% (V)
Buildings O

62% (A) 26% (V) 12% (V)
Land O

63% (A) 20% (V) 17% (V)
Other Infrastructure O

59% (A) 28% (V) 13% (V)

50% (V) 23% (A) 27% (A)

n=139

Survey population
O City of Joondalup

Percentage of survey population <
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|Asset ratings

Condition ratings

Our findings show that 94% of councils
use condition ratings for some or all of
their asset classes, down from 99% a year
ago.

Figure 7.2: Percentage of assets with formal condition ratings in place

When analysing the specific asset 100% 51% - 99% 1% - 50% None
categories, taking into account councils

N > Road Networks,
that have obligations to manage the

. . . Bridges,
various asset categories, we find the
. . Footpaths and
percentage of councils formally rating all Cycleways
assets in a particular category has 74% (A) 20% (A) 6% (V) 0% (m)
generally improved over the past year.
Looking into the top categories where all  gyijngs O
assets have formal condition ratings, we
see 75% of councils now using formal 66% (A) 13% (A) 8% (V) 13% (V)
condition ratings for all of their Road
o : )
networks .(up from 74% in the .pnor'ye.ar), Sewerage and
and a noticeable upward shift in Buildings,
. o g . Waste
with 74% of councils formally rating all of
these assets (up from 66%in the prior Treatment
63% (m) 9% (A) 15% (V) 13% (V)
year).
Geographically, we note an increase in NZ Drainage
councils having formal condition ratings ~ Networks, Water O

for 50% or more of their Road networks,  and Stormwater

bridges, footpaths and cycleways, with 48% (A) 15% (V) 26% (V) 1% (V)
94% of councils, up from 86% in the prior

year. This brings them in line with the

other jurisdictions, where we observe Other O
100% of SA councils, 97% of NSW, and ~ nfrastructure
96% of WA councils with more than half of 40% (A) 1% (&) 18% (v) o)

this asset class being formally rated.

The upward trend in the use of condition  Plant and
ratings for Buildings is being driven by NZ Equipment
and NSW councils. There are now 58% of

NZ councils using condition ratings on 32% (&) 1% (V) 10% (w) 47% (4)
more than half of their Buildings (up from

46% in the prior year), and 95% of NSW

councils (up from 84% in the prior year). Land

When assessing the impact of council size 24% (A) 5% (A) 4% (A) 67% (V)

across Road networks and Buildings, it is
evident that small councils are more likely

to rate a higher percentage of their assets |CT
in these two categories, compared to large

and medium councils. This is also 21% (V) 5% (m) 6% (V) 68% (A)
particularly evident across Drainage
networks, with 81% of small councils using
condition ratings on all assets in this
category, compared to just 35% of large
councils, and 54% of medium-sized
councils.

Percentage of survey population <«
n=125

Survey population
O City of Joondalup
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Asset Management

lAsset ratings

Maturity rating model

An asset management maturity rating
model is an empirically oriented tool that
assists with optimising decisions when it
comes to the type of treatments required
to effectively manage assets. The model
allows for an asset to be rated based on its
performance and service potential, rather
than applying an assumed condition or
useful life based on the age of the asset.

As part of the approach to effective asset
management, we see consistent results
across the years, with 41% of councils
using a maturity rating model.

We continue to see two out of five councils
in the process of developing a maturity
model which could be reflecting the
mindset that, while the development of a
maturity rating model is on the ‘to-do’ list,
it is either not seen as a priority or various
impediments are hindering completion of
the project.

NZ councils continue to be more likely to
use a maturity rating model for their
assets, with half already assessing their
assets in this way, compared to other

jurisdictions, although that gap is closing,
with 44% of NSW and 44% of SA councils
now applying more rigour in the
assessment of their assets.

In saying that, SA councils do have the
highest percentage of councils (26%) that
do not currently have this assessment
process in place, compared to ~18% of
both NSW and WA and just 10% of NZ
councils operating without a maturity
rating model.

Figure 7.3: Does your council have an asset management maturity rating model that it applies to its assets?

Survey Population

Yes

40% (

40% (m

20% (

In 3
development @

39% (

41% (

@
52% (m E 35% (A)

33% ( 36% (V)

15% (V) 29% (V)

35%(V)

46% (A)

@ @ Survey population
O City of Joondalup

19% (V)
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Asset Management

lStrategic asset management

Reporting to council

A strategic asset management plan should
be clearly communicated and easily
accessible. It should meet any mandatory
requirements as well as present the
priority areas of investment by a council
over a period of time. It allows residents
and the community to understand the
future direction of spend on both asset
renewal as well as growth.

Linking the management of council assets
to the strategic plan creates rigour and
accountability within the senior executive
team, and this should be complemented
with frequent reporting on progress to
council.

Our findings show that most councils
either report to council on the
management of assets in accordance with
the strategic asset management once a
year or ‘as required’. A slightly higher
proportion of councils are reporting to
council in a reactive nature, and this is
especially evident in NZ councils, with
56% reporting ‘as required’, up from 33%
in the prior year.

SA councils are now applying more rigour
in their approach to reporting on the state
of their assets to council, with 21%
reporting at least quarterly (up from 12%
in the prior year), and a further 44%

reporting annually, up from 18% in the
prior year.

We encourage councils to set a minimum
frequency to ensure councillors are given
adequate time and opportunity to
analyse, assess and discuss the progress
of asset renewal as well as asset
investments, at least annually.

Figure 7.4: How frequently is the management of your assets formally reported to council in accordance

with your strategic AM plan?
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Asset Management

|Strategic asset management

Link to financial plan

SA councils have been very focused on
linking the long term financial plan to the
strategic asset management plan in the
past year. Last year, there were 24% of SA
councils in the development phase, and
now we see only 4% still in this mode. This
means 96% of SA councils now have this
linkage in place, which far exceeds 64% of
WA and 66% of NSW councils that are in
the same position.

As such, NSW and WA councils have the
most opportunity to fully adopt this
approach, and it is also encouraging to see
an improvement in the past year, with
both jurisdictions having a large
proportion of councils moving from ‘in
development’ to applying this approach.

We continue to see a high proportion of
NZ councils (90%) with the long term
financial plan linking to the strategic asset
management plan, due to NZ councils
needing to comply with legislation to
triennially develop overarching 30 year
infrastructure and financial strategies.

Figure 7.5: Do you have a strategic asset management plan that financially links to the long term

financial plan?

Survey Population
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Asset Management

lFinancial asset planning

Self-sustaining asset renewal

We have assessed the extent to which a
council’s long term financial plan aims
to generate sufficient operational
revenue to maintain its assets. The
term self-sustaining relates to the
extent that each council can fund its
own activities, without the assistance of
outside grants.

Examining by type of council, we
notice a slight shift away in the
proportion of rural councils (51%, down
from 60% in the prior year) having an
approved long term financial plan that
delivers self-sustaining council asset
renewal, across both the inclusion or
exclusion of roads.

In turn, we now see metro councils more
likely to be self-sustaining (including roads),
with 71% reporting this position, compared
to 57% of regional and 51% of rural councils.
A year ago, the result between metro and
especially rural councils was closer, possibly
indicating the maintenance required for
large-scale regional infrastructure such as,
but not limited to, roads and bridges is
impacting the extent to which rural councils
can be self-sustainable.

It is important to note that a quarter of both
NSW and WA councils report their inability
to deliver self-sustaining council asset
renewal. We acknowledge this is a difficult
position for any council to sustain and

encourage those councils in this category
to assess their long term financial
circumstance, and the impact this will
have on inter-generational equity. While
councils may be achieving balanced
budgets with current citizens funding
current spending, there may be assets that
the current council inherited that are
being depleted, so there actually is a
problem being left for the future. Making
this long term consideration can be an
early step to considering whether there is
a case for a special rate increase, or for
other more fundamental changes in how
assets are managed and funded in
consideration of the service level
standards councils wish to achieve.

Figure 7.6: Does your approved long term financial plan deliver self-sustaining council asset renewal? (type of

council)
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Figure 7.7: Does your approved long term financial plan deliver self-sustaining council asset renewal? (council

jurisdiction)
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Asset Management

lAsset strategic planning

Primary responsibility for corporate and services assets

As expected, we continue to see a heavy
reliance on asset managers to assume the
primary responsibility and accountability
for the strategic planning of larger
infrastructure; 63% of councils allocate
primary responsibility to asset managers
for infrastructure assets, with just 22% of
councils giving this level of responsibility
to business unit management.

In contrast, the primary responsibility for
the strategic planning of corporate assets
is shared mainly between asset managers
(33% of councils) and business unit
managers (32%).

In small councils, we see a shift in the
CEO taking a more active hands—on role
in the strategic planning of both corporate
and service assets, away from business
unit managers; around 37% of small
councils now have the CEO driving this
role, up from 19% in the prior year. This is
possibly indicating that stewardship of
these assets is one of the most critical
functions of a small (and often remote)
council, so elevating responsibility to the
CEO and/or the asset manager is
warranted.

Large councils continue to rely mainly on
asset managers (70%) in the strategic
planning of higher-valued services assets,
but more than half of the large councils
rely on business unit managers for the
strategic planning of corporate assets.

Figure 7.8: Which function maintains primary responsibility and accountability for strategic planning of your

corporate and services assets?

Primary responsibility for corporate « » Primary responsibility for services
FY17 assets assets FY17
20% 13%
18% CEO office 12%
14% 2%

18% Finance 2%
33% 63%

29% Asset managers 62%
32% 22%

35% Business unit managers 24%,

n=139

71 Survey population
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Figure 7.9: Which function maintains primary responsibility and accountability for strategic planning of your
corporate and services assets? (Large councils only)

Primary responsibility for corporate «

» Primary responsibility for services
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7% Finance 0%
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37% Asset managers 70%
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Asset Management

|Asset management responsibility

Day to day responsibility for corporate and services assets

As part of our analysis, we also looked at
the function(s) that play a role in the day
to day management of both service and
corporate assets. In this case, councils
could select more than one function for
both categories of assets.

With larger infrastructure assets, our
overall results show there been minimal
change from the prior year, with a slight
increase in reliance on specialist asset
managers for the day to day management,
80% of councils (up from 76% in the prior
year) as well as business unit managers
(68% of councils, up from 65%).

In comparison, there is a more even
spread between the different functions for
the day to day responsibility for corporate
assets. This indicates there is no defined
approach by councils as to where the
responsibility lies for corporate assets.
This difference, between the management
of corporate versus service assets, reflects
the varying scales of councils and
corporate functions, the lower overall
value of corporate assets and even the
absence of regulatory requirements.

Geographically, it is interesting to note
that WA councils tend to place far more
reliance on business unit managers in the
day to day responsibility in managing
service assets (79% of WA councils),
rather than specialist asset managers
(68%). Likewise, WA councils also place
the largest reliance on business unit
managers, when it comes to managing
corporate assets (82%), especially when
compared to NSW councils, with just 54%
of business unit managers carrying the
same responsibility.

Figure 7.10: Which function(s) maintain day to day responsibility and accountability for managing corporate and

services assets?

Day to day responsibility for corporate «

» Day to day responsibility for services

FY17 assets assets FY17
17% 5%
18% CEO office 10%
38% 14%
43% Finance 17%
54% 80%
51% Asset managers 76%
61% 68%
62% Business unit managers 65%
n=139
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Figure 7.11: Which function(s) maintain day to day responsibility and accountability for managing corporate and

services assets? (WA councils only)

Day to day responsibility for corporate €

» Day to day responsibility for services

FY17 assets assets FY17
18% 7%
13% CEO office 3%
46% 1%
32% Finance 16%
54% 68%
58% Asset managers 71%
82% 79%
1% Business unit managers 84%
n=28
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List of participating councils by jurisdiction

The table below shows the list of particpating councils in the FY18 LG Performance Excellence Survey Program:

. New South Wales
&37

1. Albury City Council

2. Armidale Regional Council
3. Ballina Shire Council

4. Bathurst Regional Council
5. Bayside Council

6. Bega Valley Shire Council

7. Bellingen Shire Council

8. Bland Shire Council
9. Blayney Shire Council
10. Broken Hill Council

11. Burwood Council *
12. Byron Shire Council

13. Cabonne Shire Council

14. Campbelltown City Council
15. Cessnock City Council

16. City of Canada Bay Council
17. City of Newcastle

18. Clarence Valley Council

19. Coffs Harbour City Council
20. Coolamon Shire Council
21. Cumberland Council

22. Dubbo Regional Council
23. Eurobodalla Shire Council *
24. Forbes Shire Council

25. Georges River Council

* not included in survey population

26. Goulburn Mulwaree Council

27. Greater Hume Shire Council
28. Griffith City Council

29. Gwydir Shire Council

30. Hilltops Council *

31. Hornsby Shire Council

32. Hunters Hill Council

33. Kempsey Shire Council
34. Kiama Municipal Council
35. Kyogle Council

36. Lachlan Shire Council

37. Lane Cove Council

38. Leeton Shire Council

39. Lismore City Council

40. Lithgow City Council

41. Liverpool City Council

42. Maitland City Council

43. MidCoast Council

44. Murrumbidgee Council *
45. Muswellbrook Shire Council
46. Narrabri Shire Council
47. Narrandera Shire Council
48. Narromine Shire Council
49. Northern Beaches Council

50. Oberon Council
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% New South Wales (continued)

s &

51. Parkes Shire Council
52. Port Macquarie-Hastings Council

53. Port Stephens Council

54. Queanbeyan-Palerang Regional Council

55. Richmond Valley Council
56. Shellharbour City Council

57. Shoalhaven City Council

58. Singleton Council

59. Snowy Monaro Regional Council

60. Snowy Valleys Council

S
1. Ashburton District Council

2. Auckland Council

3. Clutha District Council

4. Environment Cantebury Regional Council

5. Gisborne District Council
6. Hauraki District Council

7. Hurunui District Council
8. Nelson City Council *

9. New Plymouth District Council

10. Northland Regional Council

11. Otago Regional Council

* not included in survey population
132 | PWC

61. Tamworth Regional Council

62. Temora Shire Council

63. Tweed Shire Council

64. Upper Hunter Shire Council

65. Upper Lachlan Shire Council
66. Willoughby City Council

67. Wingecarribee Shire Council
68. Wollongong City Council

69. Yass Valley Council

¥ New Zealand

12. Palmerston North City Council
13. Porirua City Council

14. Ruapehu District Council

15. Southland District Council

16. Taranaki Regional Council

17. Wairoa District Council

18. Waitaki District Council

19. Wellington City Council

20. Western Bay of Plenty District Council

21. Whakatane District Council

22, Whangarei District Council



1. City of Albany *

2. City of Armadale

3. City of Bayswater

4. City of Bunbury

5. City of Canning

6. City of Cockburn

7. City of Gosnells

8. City of Joondalup

9. City of Kalgoorlie-Boulder
10. City of Melville

11. City of Perth

12. City of Rockingham
13. City of South Perth
14. City of Subiaco *
15. City of Swan

16. City of Wanneroo

Western Australia
}7

18. Shire of Broome

19. Shire of Capel

20. Shire of Cuballing
21. Shire of Dardanup
22, Shire of Esperance *
23. Shire of Harvey

24. Shire of Irwin

25. Shire of Kalamunda
26. Shire of Katanning *
27. Shire of Merredin
28. Shire of Mundaring
29. Shire of Northam
30. Shire of Serpentine Jarrahdale
31. Town of Cambridge *

32. Town of Mosman Park

33. Town of Victoria Park

17. Shire of Augusta-Margaret River

% d}y Queensland”

1. Whitsunday Regional Council

Australian Capital Territory”

v

1. Australian Capital Territory

~ included in overall NSW calculations
* not included in survey population

LG Operational and Management Effectiveness Report FY18 | 133



1 Y South Australia

> &

1. Adelaide Hills Council

2. Alexandrina Council

3. City of Adelaide

4. City of Charles Sturt

5. City of Holdfast Bay

6. City of Onkaparinga

7. City of Playford

8. City of Port Adelaide Enfield
9. City of Prospect

10. City of Salisbury

11. City of Tea Tree Gully

12. City of Victor Harbor

13. Clare and Gilbert Valleys Council

* not included in survey population
134 | PWC

14. Copper Coast Council

15. District Council of Mount Remarkable
16. District Council of Peterborough

17. District Council of Yankalilla *

18. Mount Barker District Council

19. Naracoorte Lucindale Council

20. Port Pirie Regional Council

21. Rural City of Murray Bridge Council
22, The Flinders Ranges Council *

23. Town of Gawler

24. Wakefield Regional Council

25. Yorke Peninsula Council
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r‘ Definitions

Headcount
Headcount includes permanent and fixed term contract employees based on your submitted HR extract. Casual employees

are excluded. We calculate headcount at two points in the financial year, 1 July for opening headcount and 30 June for
closing headcount

2.y a B ot
Full time equivalents (FTE)

FTE includes permanent, fixed term contract employees and casuals based on your submitted HR extract.We calculate FTE
at two points in the financial year, 1 July for opening FTE and 30 June for closing FTE.

Calculating headcount or FTE at 1 July 2017

|

Headcount or FTE employees with the following criteria are included:
- Start date on or before 1 July 2017

- An FTE status greater than zero at 1 July 2017 (FTEs of zero or blank are NOT included)

Headcount or FTE employees with the following are excluded:

- A termination date before 1 July 2017

" by mlil [
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\\\\\\\\\\\\
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Headcount of FTE employees with the following criteria are included:
- Start date on or before 30 June 2018 -

- An FTE status greater than zero at 30 June 2018 (FTEs of zero or blank are NOT included)

Headcount or FTE employees with the following are excluded:

- A termination date before 30 June 2018

Calculating Service area FTE
The calculation for FTE by service area is made up of two components:

1. The sum of all closing FTE at 30 June for permanent and fixed term contract staff where no casual hours were worked
during the year

2. If casual hours were worked during the year, we ignore the closing FTE value for those staff and instead sum those casual
hours worked in a particular service area throughout the financial year and convert into an FTE value by using a 38 hour
week. This reflects the seasonal nature of some service areas eg. pools, beach control.



Headcount
When we refer to your 'workforce', 'employees' or 'staff' it relates to headcount thereby including only permanent and fixed

term contract employees. If we use full-time equivalents, we will always refer to this group as FTE employees or refer to it
in the metric name, for example, Actual training spend per FTE.

Staff levels

General Manager or CEO — This is the one person responsible for managing the council. In NSW, they are referred to as
the General Manager, in WA the CEO, and in New Zealand this position is the Chief Executive (Tier 1). For the purposes of
this survey, this position is called GM/CEO throughout the report.

Director — Senior executives responsible for individual directorates/areas. In New Zealand, this is a Tier 2 position and
reports directly to the Chief Executive. This level could also be a high level specialist role with few direct reports or they
could manage a unit - this may vary from council to council.

E—
’
Manager — Typically a manager of a unit which reports to a Director. In New Zealand, this could be a Tier 3 or 4 position. —
Responsibilities include strategic planning, budget, team building and development, dealing with complex staff situations —

s

and other issues. This person is considered the technical expert in the field of work.

Team Leader — Responsible for a large team of operational staff and would be involved in some difficult conversations
with staff. Accountable for budget and operational targets and would rely on existing procedures or precedents to resolve
problems. Able to deal with a level of complexity regarding customer interactions and contact.

Supervisor — Generally reports to a team leader. Responsible for supervising a small team of staff, overseeing the day to
day operational tasks and ensuring these are met. Responsible for planning activities and resources up to a week in
advance. When making decisions, Team Leader consultation would be required. Limited responsibility for budget.

Other Staff — This catergory relates to all other staff that are not a GM, CEO, Director, Manager, Team Leader or
Supervisor.

Service Areas

s For further information on service area definitions, please refer to section Appendix A in the FY18 Participant Guide
available on Datapoint.
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