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MEETING NOTICE 
 

The Extraordinary Meeting of 
Bayside Council 

will be held in the Rockdale Town Hall, Council Chambers, 
Level 1, 448 Princes Highway, Rockdale  

on Wednesday 18 September 2019 at 7:00 pm 
 

AGENDA 
 

1 ACKNOWLEDGEMENT OF COUNTRY 

2 OPENING PRAYER 

3 APOLOGIES 

4 DISCLOSURES OF INTEREST   

5 MAYORAL MINUTES  

6 PUBLIC FORUM 

Members of the public, who have applied to speak at the meeting, will be invited to 
address the meeting. 

Any item the subject of the Public Forum will be brought forward and considered after 
the conclusion of the speakers for that item. 

7 REPORTS 

7.1 Proposed Performance Improvement Order - Council's Response .................. 2     
 
 

The meeting will be video recorded and live streamed to the community via Council’s 
Facebook page, in accordance with Council’s Code of Meeting Practice. 
 
 
Meredith Wallace 
General Manager 
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Item No 7.1 

Subject Proposed Performance Improvement Order - Council's Response 

Report by Michael Mamo, Director City Performance 

File F19/996 
  

 

Summary 
 
The Minister for Local Government has provided Council with an opportunity to respond to 
her intention to issue a performance improvement order (PIO). Should the order be issued it 
will require Council to lodge, within 28 days, the complete and audited financial reports for 
2016/17 and 2017/18.  
 
Council has already lodged the critical components of its financial reports mentioned by the 
Minister. Some schedules remain to be lodged including permissible income returns for those 
years. These have been with the Audit Office of NSW (AO) since May 2019 for auditing. 
Council has been open and transparent in the challenges facing it since merger to resolve 
significant legacy issues let alone the harmonisation of two councils. Council has regularly 
communicated with the Office of Local Government (OLG), the AO and Council’s Risk & 
Audit Committee on its progress in dealing with the challenges it faces. Therefore the Notice 
comes without warning and as a complete surprise. 
 
The legacy issues have impacted on the quality and reliability of information to satisfy the AO 
in respect of the permissible income return for the financial reports of 2016/17. In order to 
provide an audit opinion, the AO may be required to undertaken full testing of the rates levied 
on the 60,000 plus properties with the Bayside local government area. Council estimates this 
will cost at least $250,000 and take 3-6 months. Even so, the AO may still be required to 
issue a disclaimer of audit opinion. It is noted that to remedy the significant failings of 
management at the former City of Botany Bay Council and other issues, it is estimated to 
cost, when complete, in the vicinity of $2.5 million. This is on top of the total audit fees for the 
first 3 years since Bayside was formed which is estimated to exceed $2 million. 
Going forward, Council had recognised the imperative to redirect significant resources to 
bring Council in compliance for the 2018/19 and 2019/20 financial reports and initiated 
Project 2020 to do so. This is on track.  
 
Therefore, Council believes it futile to expend such significant funds on less critical elements 
of Council’s previous financial statements. While the consequence of a disclaimer of opinion 
on a permissible income return (PIR) is unknown, Council has requested that the AO issue 
its opinion on the PIR for the financial reports. Council will then complete lodgement of those 
reports anticipated to be before the end of September 2019.  
 
The attached submission clearly outlines Council’s position to the Minister. 
 

Officer Recommendation 

1 That Council authorises the General Manager and Mayor to respond to the Minister for 
Local Government, on the Notice of Intention to issue a Performance Improvement 
Order, in terms of lodgement of the submission attached to this report. 

2 That Council reaffirms its ongoing commitment to the principles of sound financial 
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management, and the implementation of Project 2020 which addresses Council’s 
compliance for 2019/20 and onwards. 

 
 

Background 
 
The Minister for Local Government, the Hon Shelley Hancock MP, has issued Council with a 
notice of intention to issue a PIO. The proposed order requires Council to submit the 
completed set of audited financial reports for the 2016-17 and 2017-18 financial years within 
28 days of the Order. Council may make a submission in respect of the proposed Order 
before the Minister makes a final decision.  
 
Council is clearly mindful of its legislative responsibilities and Councillors are aware of the 
considerable time, resources and energy that has been devoted to harmonising and 
improving Council’s financial management practices since Bayside’s formation in September 
2016. There has been a concerted effort and significant resources channelled to have the 
financial reports audited and then submitted. The Project 2020 initiative currently underway is 
aimed at achieving legislative compliance for the 2018/19 financial reports and onwards. This 
is on track.  
 
Council has been open and transparent in its issues and endeavours to remedy the situation 
since merger with ongoing discussions with the OLG, the AO and its own Risk & Audit 
Committee. In essence Council considers that no useful purpose will be served by the 
Minister issuing a PIO to lodged completed audited statements within 28 days, when in fact 
both the Council and the AO are and have been working to achieve the same result. 
 
Documents 2016/2017 2017/18 

General Purpose Financial 
Statements & Audit Report 

 Lodged  Lodged 

Special Purpose Financial 
Statements & Audit Report 
(Airport) 

 Lodged  NA 

Special Schedules (except 
Permissible Income Return - 
PIR) 

Completed awaiting PIR Completed awaiting PIR 

Permissible Income Return - 
PIR) 

Submitted to Audit Office  Submitted Audit Office  

 
In simple terms, Council has submitted its financial reports for both years to the AO for audit 
in May this year. One element of the financial reports ie PIR (commonly known as the rating 
return) have been submitted for audit but the AO has not provided an audit opinion. 
Indications are that even with all the information and responses provided by Council and the 
considerable audit testing already undertaken, the AO may not be able to provide even a 
modified audit opinion for the rating year that will accompany the 2016/17 financial reports. 
To do so may require the AO to undertake full testing of the 60,000 plus rateable properties, 
which could take 3-6 months with an estimated to cost of at least $250,000. It seems that the 
AO is satisfied with the rating return that will accompany the 2017/18 financial reports.  
 
Importantly, the previous Minister for Local Government has been made aware of the 
significant cost Bayside Council has paid the AO since it was formed.  The total audit fees for 
the first 3 years since Bayside was formed is expected to exceed $2 million. 
 
The AO has met with the OLG to seek clarification of the consequence of the permissible 
income return for the 2016/17 financial reports being disclaimed. The resolution with the OLG 
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of the legislative consequences of a disclaimed audit opinion on permissible income returns 
would then allow the AO and Council to have an informed basis for determining the next 
steps. The issue remains unresolved. 
 
The expenditure of ratepayer monies to the magnitude mentioned above to obtain an audit 
opinion, which ultimately may be a disclaimed one, serves no useful purpose. As such 
Council has requested the AO to provide an audit opinion on the basis of the returns and 
information already submitted by Council. The receipt of these opinions will then enable 
Council to finalise the lodgement the audited financial reports. This is anticipated to be by the 
end of September 2019. 
 

 

Financial Implications 
 
Not applicable ☒  

Included in existing approved budget ☐  

Additional funds required ☐  

 

 

Community Engagement 
 
Not Applicable 
 
 

Attachments 
 
1 A631408 - Bayside Council - Notice of Intention ⇩   
2 A631408 - MR - Bayside - Tab 2 - Own motion - financial returns NOI - draft order ⇩   
3 Draft response to the Minister regarding Notice of Intention to issue a Performance 

Improvement Order ⇩    
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