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1. Statement of Intent

The objective of this policy is to ensure that Council complies with obligations under the Local
Government Act 1999, including section 48 of the Act, which requires council to develop and
maintain policies, practices and procedures for the assessment of projects to ensure Council;

acts with due care diligence and foresight

identifies and manages risks associated with a project

makes informed decisions and

is accountable for the use of Council and other public resources

Council will adopt, an internal project management framework with associated standards and
processes to ensure that all projects (including those that are not major by definition) are managed
effectively, monitored and reviewed in accordance with the framework and this policy.

In relation to section 48 (1)(iii), Council is committed to a pro-active risk management approach in
accordance with its Risk Management Framework when undertaking projects. Prudential
Management requirements are incorporated into Council’s risk management processes. Council’s
policy position is that a prudential report will be considered by Council when the risk profile of the
project is high or extreme, as determined by Council staff under the Risk Management Framework.

2. Scope

Council recognises that due diligence and effective project management are necessary for all
projects, regardless of size, however it is neither practical nor efficient for all projects to be subject
to prudential management reporting requirements. This Prudential Management Policy and its
associated procedures apply to:

e Major Projects as defined in the Playford Global Glossary

e Projects defined within s48(1) of the Local Government Act 1999

e other projects that the council considers warrant such a report.
Guidance regarding the determination of financial thresholds as outlined in both s48(1)i & ii and in
the Playford Global Glossary, is provided in the attached appendix.

When determining whether a prudential report is required for proposed projects at the City of
Playford under s48(1)iii (ie where the council considers that it is necessary or appropriate), the
need will be assessed by the project manager with reference to any ‘High Risks’ identified within
the Council’s Project Management Framework - Phase 1 — Initiation - Risk Assessment.

In accordance with s48(3) of the Local Government Act 1999, a prudential report does not apply to:
e Road construction or maintenance; or

e Drainage works
These works will be undertaken in accordance with Council’s Procurement Policy.
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3. Legislation and References

This Policy is to be read in conjunction with the Prudential Management Procedure

o Local Government Act 1999
o 48 - Prudential requirements for certain activities

Treasury

Risk Management Framework
Project Management Framework

Policy

Procurement Policy

City of Playford Integrated Risk Management Framework
City of Playford Project Management Framework

City of Playford Long Term Financial Plan

City of Playford Global Glossary

This Policy should not be considered as the only document that may relate to prudential
management, other tiers of government, agencies or organisations may have legislation or policies

that also apply.

4. Application

Council

e Overseeing and monitoring the prudential management for
identified projects across the Council.
e Adopt a Prudential Management Policy

Chief Executive

Officer e Ensure that prudential management is implemented and
maintained in accordance with this policy.

Executive e Ensure that prudential management is effectively implemented
and monitored for all Major Projects (including reporting)
undertaken in accordance with this Policy and the associated
procedure.

Corporate Governance e Assist Council in exercising due diligence, accountability.

Committee ¢ Oversight and monitoring responsibilities in relation to projects.

Project Manager e Ensure the principles of this Policy and associated procedure

are applied during the initial stages of any project.

e Ensure prudential management is undertaken in accordance
with this Policy and associated procedure for the projects they
are responsible for.

5. Relevance to Risk Appetite Statement

Financial Sustainability

The City of Playford has a LOW appetite for financial risk. The Prudential Management Policy
ensures that Council understands the impacts and risks associated with major projects, including
any unintended financial implications.

Reputation

The City of Playford has a LOW appetite for negative perceptions that compromise its credibility
and reputation. The Prudential Management Policy ensures that Council understands the impacts
and risks of proceeding with major projects, including any unintended reputational risks.
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Regulatory Compliance

The City of Playford has a ZERO TOLERANCE for non-compliance with applicable legislation.
This policy addresses this risk by ensuring compliance with Section 48 of the Local Government
Act 1999, which requires Council to develop and maintain policies and procedures for the
assessment of projects.

6. Feedback

Your feedback on this policy is invited and can be directed to the Manager Governance via email to
governance@playford.sa.gov.au or by calling the Customer Contact Team on 8256 0333.
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Appendix 1

This Prudential Management Policy and its associated procedures apply to:
e Maijor Projects as defined in the City of Playford Global Glossary
e Projects defined within s48(1) of the Local Government Act 1999
e Other projects that the council considers warrant such a report.

S48 Financial Thresholds

Section 48(1) of the Local Government Act (1999), requires Council to obtain and consider a report
that addresses the prudential issues set out in subsection (2) before the council —
(b) engages in any project (whether commercial or otherwise and including through a
subsidiary or participation in a joint venture, trust, partnership or other similar body) —

(i)  where the expected operating expenses calculated on an accrual basis of the
council over the ensuing five years is likely to exceed 20 per cent of the council's
average annual operating expenses over the previous five financial years (as shown
in the council's financial statements); or

(i)  where the expected capital cost of the project over the ensuing five years is likely to
exceed $4 000 000 (indexed)’; or

(iii)  where the council considers that it is necessary or appropriate.

’ Section 48(6d) outlines the calculation of the capital cost threshold stipulated in s48(1)(b)(ii). It
states that $4 000 000 (indexed) means that that amount is to be adjusted for the purposes of this
section on 1 January of each year, starting on 1 January 2011, by multiplying the amount by a
proportion obtained by dividing the CPI for the September quarter of the immediately preceding
year by the CPI for the September quarter, 2009.

Section 48 also states:
e That a project which is to be undertaken in stages does not limit the operation of subsection
(1)(b) in relation to the project as a whole (s48(2a)).
e areport is not required under subsection (1) in relation to —
o (a) road construction or maintenance; or
o (b) drainage works (s48(3))
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Guidance — Financial Thresholds at the City of Playford

When determining whether a prudential report is required under s48(1), for proposed projects at
the City of Playford, consideration must be given to the following two financial thresholds:

S48(1)(b)(i) Operating Expense Threshold Calculation

Operating

Expenses
2015/16 $ 89,628,000
2016/17 $ 91,611,000
2017/18 $ 96,432,000
2018/19 $ 99,345,000
2019/20 $ 101,856,000
Total $ 478,872,000
5 Year Average $ 95,774,400
20% of Average $ 19,154,880

S48(1)(b)(ii) Capital Cost Threshold Calculation
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Capital Threshold
S48(1)(b)(ii) $ 4,000,000
1-Jan-11 $ 4,115,139
1-Jan-12 $ 4,255,864
1-Jan-13 $ 4,341,151
1-Jan-14 $ 4,434,968
1-Jan-15 $ 4,537,313
1-Jan-16 $ 4,605,544
1-Jan-17 $ 4,665,245
1-Jan-18 $ 4,750,533
1-Jan-19 $ 4,840,085
1-Jan-20 $ 4,921,109
1-Jan-21 $ 4,955,224




