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24 Month Final Report
Operation Jarek
Please update this schedule with information about the current status of each item listed. Include details of the
latest action/update in respect of each initiative, dates where relevant and attach copies of any documents
referred to, where possible, in support of implementation of particular initiatives. Please provide the name of a
contact person in your agency from whom we can seek more detail if needed. Please return this document to
the ICAC in writing and electronically to swalker@icac.nsw.gov.au by no later than 28 February 2015.

Recommendation 1
That councils communicate to suppliers a clear set of supplier behaviour expectations and the
associated consequences for non-compliance.
Summary of response
The recommendation will be:
 Implemented as described in the report
Action proposed
Council has rewritten its Statement of Business Ethics to stronger emphasise supplier behaviour
expectations, along with the sanctions for non-compliance. This document is included in all tender
documentation, and a copy is displayed on Council’s website under Tenders (home page). An
additional schedule has also been included in our tender specifications requiring respondents to
acknowledge our Statement of Ethics.
While Operation Jarek was underway, Council produced a document titled “Important Information
for Sales Representatives and Contractors”. This document highlights that gifts and benefits are not
to be offered as part of the procurement process. This information is distributed to sales
representatives by Council staff and a copy is displayed on Council’s website. An internal procedure
has also been prepared to advise staff on how to handle interaction with sales representatives. This
procedure has been circulated to all staff and is being circulated at least once per annum, as well as
on an as required basis.
We will also be distributing both sets of this information from time to time with creditor payments.
A covering letter regarding Council’s expectations of supplier behaviour will also be provided. It is
intended to undertake this process at least twice per annum with this action included in an internal
strategic task lists to ensure that it is regularly carried out.
2014 Update
All actions as proposed have been implemented. All supporting material has been communicated to
staff and/or Suppliers / potential Supplier. Covering letter regarding supplier behaviour standards is
being re-sent at least bi-annually, the last being sent Dec 13.
Supplier Relationship Management remains an area of focus for Council through the ongoing
business improvement initiatives set out in the Strategic Procurement Roadmap. Continuous
improvement is being driven through the newly appointed Strategic Procurement Coordinator and
monitored by the Strategic Procurement Steering Committee which is chaired by the GM.
2015 Update
The Statement of Business Ethics continues to be forwarded by the GM’s office to all new creditors
at the end of each month. As well as this, the Procurement Co-ordinator has provided it on a number
of occasions to the more than 80 suppliers of stock items as an inclusion within standard business
correspondence.
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Further to this specific correspondence was addressed to SETON Australia Pty Ltd, consequent to a
generic unsolicited inducement offer, clearly reiterating Ballina Shire Councils stance on such
activities.
Supporting material
•
•
•
•
•
•
•
•

Statement of Business Ethics (provided in previous report)
Interaction with Sales Representatives Procedure (provided in previous report)
Sales Representative Information sheet (provided in previous report)
Tender Schedule for Statement of Ethics (provided in previous report)
Covering letter regarding supplier behaviour standards – this letter has been issued once to
approximately 800 suppliers (provided in previous report)
Letter to suppliers introducing newly appointed Procurement Co-Ordinator (Attachment A).
Letter to Seton Australia Pty Ltd re: Procurement Practices (Attachment B)
Email from Holcim Pty Ltd, acknowledging receipt of Council’s Statement of Business Ethics and
their commitment to observe the statement (Attachment C)

Proposed evaluation methods
•
•

Compliance with adopted procedures - General Manager and Internal Procurement Group
Ensuring the monthly action of forwarding the Statement of Business Ethics is on Council’s
Strategic Actions list and is completed, to be actioned by the General Managers Group.
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Recommendation 2
That councils develop a proactive and comprehensive supplier engagement framework.
Summary of response
The recommendation will be:
 Implemented as described in the report
Action proposed
The actions proposed are largely as outlined in recommendation one in that the key elements of
Council’s supplier engagement framework are as follows:
•
•
•
•
•

Communication of Council’s Statement of Business Ethics
Communication of Council’s Interaction with Sales Representatives Procedure
Covering letter to suppliers regarding the standards of behaviour expected, distributed to a
sample of suppliers at least twice per annum
Inclusion of the Statement of Business Ethics in Tender and Quotation documentation
Pre-tender meetings to include a segment on the Statement of Business Ethics

2014 Update
The update for 2014 aligns closely with what has been detailed in the response for Recommendation
1. Supplier Relationship Management is also the subject of ongoing review during 2014 as Council
develop improved Strategic Procurement functions with revised policy and procedure
documentation. The Hierarchy of documentation is as detailed in hierarchy below.

2015 Update
Many of the actions in response to Recommendation 1 address the proactive engagement with
suppliers.
Revised Strategic Procurement functions (currently in the introductory stage) have seen an
increasing number of purchase requisitions raised by requestors being actioned by professional
Stores/Procurement staff for issuing of purchase orders. This has given rise to a number of instances
where more competitive pricing/supply methods have been secured consequent to proactive
engagement with a larger pool of possible suppliers.
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Supporting material
•
•

Product Code Summary – Stock Item #47 Blade – Grader where acquisition price has been
recently negotiated with alternative supplier for considerably lower cost (Attachment D).
Requisition Summary – Non-Stock item #s5008 & 5011- Large Garbage Bins and wheels for bins
where better prices have been negotiated with alternative supplier compared to long term
supplier (Attachment D)

Proposed evaluation methods
•
•

•

Feedback from staff on their knowledge of the Statement of Business Ethics and related
procedures – General Manager to monitor.
The difficulty with this recommendation is monitoring the behaviour of suppliers. It is not
possible to undertake a reliable survey of suppliers’ behaviour therefore the only real
measurement option available is to potentially monitor non-compliance incidents with suppliers.
An increase in number of letters sent to stock suppliers for the next correspondence (>83) will
reflect a broader base of possible suppliers.
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Recommendation 3
That councils review their codes and policies on gifts and benefits to ensure they effectively
communicated expected behaviour in a way that the intended audience can easily grasp.
Summary of response
The recommendation will be:
 Implemented as described in the report
Action proposed
Prior to Operation Jarek we already had proactive gifts and benefits processes in place, through
documented procedures, regular six monthly updates to all staff and training sessions on this topic.
Despite our efforts Mr Lapham and Mr Howard chose to ignore our processes.
To increase our efforts in this area we have subsequently:
• Rewritten our Council’s gifts and benefits management procedure to further simplify the
document and to include disciplinary details .This updated document has been placed on
Council’s Infonet and is being distributed to staff through newsletters and training
• Emphasis has also been placed on recommendation four which states that any staff with
procurement delegations cannot accept gifts or benefits of any kind; excluding token items
The feedback from staff meetings is that staff are very clear on what is expected, and ultimately it is
a matter of choice as to whether a staff member complies with these procedures.
2014 Update
Recommendation 3 has been effectively implemented and will also be monitored and reviewed as
outlined in updates for Recommendations 1 and 2.
2015 Update
We can report that the recent Christmas period, where gifts/benefits generally come to the fore,
saw no gifts or benefits received or offered from suppliers. The few gifts provided by residents were
instantly declared and handed to the General Manager, in accordance with the Gifts and Benefits
Management Procedure.
Supporting material
•
•

Gifts and Benefits Management – Procedure (provided in previous report)
Newsletter – sample (provided in previous report)

Proposed evaluation methods
•
•

Feedback from staff meetings and / or surveys – Staff survey – General Manager
Gift register usage – Monitor usage level – General Manager
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Recommendation 4
That councils ensure their policy provides that all staff who hold financial delegations are prohibited
from receiving gifts of any kind.
Summary of response
The recommendation will be:
 Implemented as described in the report
Action proposed
Council’s documented procedures for procurement now state that any staff member with a
purchasing delegation cannot accept a gift or benefit of any form. Token gifts such as pens etc are
excluded as gifts for the purposes of this procedure.
To strengthen the controls for procurement the wording of our delegations template has been
amended to ensure staff in accepting that delegation acknowledge they have read our Statement of
Business Ethics, gifts and benefits procedure and sales representatives procedure.
We also intend to write to every staff member with a procurement delegation, once each year,
asking them to sign a return confirming they understand our procurement procedures. This will be
similar to the process we currently follow for the pecuniary interest returns for designated staff.
Any new staff member that receives a procurement delegation will be issued correspondence to sign
confirming they understand these procedures.
2014 Update
Recommendation 4 has been effectively implemented and will also be monitored and reviewed as
outlined in updates for Recommendations 1 and 2.
Supporting material
•
•
•

Revised delegation template for procurement (provided in previous report)
Correspondence template for new procurement delegations (provided in previous report)
Correspondence template for annual review of procurement delegations – issued annually from
General Managersgroup (provided in previous report)

Proposed evaluation methods
•
•
•
•

Compliance with procedures – Procurement Group – Regular meetings
Monitoring of Gift Register – General Manager
Feedback from staff – On-going
General Manager to monitor all these items in conjunction with the Procurement Group
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Recommendation 5
That councils ensure that staff training on gifts has a focus on the disciplinary consequences of
accepting gifts.
Summary of response
The recommendation will be:
 Implemented as described in the report
Action proposed
The powerpoint presentation we use for internal staff training on the Code of Conduct has now been
updated with an extra slide to highlight the disciplinary consequences of accepting gifts. This now
forms a key part of this training program.
There are limitations in respect to the wording that can be applied in this situation as effectively
Council must follow the Award procedures. Examples of incidents, such as the outcomes for some of
the individuals associated with Operation Jarek, will be used as supporting information.
2014 Update
Recommendation 5 has been effectively implemented and will also be monitored and reviewed as
outlined in updates for Recommendations 1 and 2.
Supporting material
•
•

Copy of slide from powerpoint (provided in previous report)
As per recommendation four, correspondence to staff with procurement delegations places an
emphasis on disciplinary procedures (provided in previous report)

Proposed evaluation methods
•
•

Staff feedback from training sessions and business as usual – General Manager
General Manager to monitor this in conjunction with the Procurement Group
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Recommendation 6
That councils assess which of their staff members operate in an environment where relational selling
is commonplace, and equip these staff to recognise and respond to these sales tactics, including the
offer of gifts.
Summary of response
 Implemented as described in the report
Action proposed
Following a review of our procurement delegations Council is the opinion that almost all staff with a
procurement delegation are subject to relational selling. As Ballina Shire is a reasonably small
regional community (40,000 people) there is a lot of interaction between Council staff, the business
community and residents, which increases the risk of relational selling. In respect to training we have
held discussions with Adam Shapiro from ICAC, who has conducted corruption / procurement
sessions for Council staff. Adam has suggested it may be worthwhile for Council to look at an
internal education program, which should cover the signs of relational selling and how to manage
them. Issues to be addressed in that training include:
•
•
•

•
•

Sales representatives may try to build relationships with staff through fabricating an interest in
their personal lives to win them over
Sales representatives may directly offer gifts and benefits in an attempt to build a relationship
and encourage purchases
Encouraging staff to be upfront and immediately put a stop to any attempt at relational selling –
i.e. when asked about their personal lives, staff should avoid providing any information and
redirect the conversation to “business” / when offered a gift state “it is against Council policy
and you are making me feel uncomfortable”. Sales people generally like to make clients feel
happy, so if they know that they are making them feel uncomfortable, then they are likely to
stop.
Encouraging staff to be proactive and suggest that the supplier make a note on Council’s file that
gifts/benefits will not be considered, so they should not be offered.
Staff should feel supported to be blunt (while remaining professional) in their approach to sales
representatives i.e. being an accommodating / courteous Council representative does not need
to apply in these instances.

Based on this feedback it is intended to conduct internal staff training for all staff with procurement
delegations.
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2014 Update
To date Council has produced and communicated the procedure “INTERACTION WITH SALES
REPRESENTATIVES PROCEDURE” which adequately equips staff with the educational requirements to
deal with the issue of Relational Selling.
Further to this Council will be reviewing existing purchasing practices during Qtr1 of 2014 with a
view to removing purchasing responsibilities from a majority of employees through the creation of a
Centre-led Procurement Function where dedicated Purchasing Officers will deal with front-line
procurement activity. This activity will also rationalise procurement training requirements with
appropriate program/s being developed for ongoing delivery to new and existing employees.
2015 Update
Council’s recently appointed Procurement Co-ordinator is currently rolling-out processes where
Stores/Procurement staff assumes control of purchase order issues, subsequent to requisitions or
requests made by non-stores/procurement staff.
Stores/Procurement management and staff are extremely well versed in and aware of the
“INTERACTION WITH SALES REPRESENTATIVES” procedure and by assuming control for final
purchasing decisions any inherent relational selling practices by suppliers are diluted.
The Procurement Co-ordinator has also recently taken responsibility for induction of new staff to the
Procurement function. To this end, the “Purchasing Induction” manual is provided to new staff as
part of the induction and Councils “Statement of Business Ethics” is included at the front of the
manual and is an integral reference point in the induction process.
Supporting material
•

Title Page and Table of Contents of the Purchasing Induction Manual, confirming the
prominence of the Statement of Ethics (Attachment E)

Proposed evaluation methods
•
•
•

Feedback from staff training program once implemented – Manager – Human Resources and
Risk – Initial completion date 31 December 2013
Staff feedback from training sessions and business as usual – General Manager
General Manager to monitor this in conjunction with the Procurement Group
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Recommendation 7
That councils, if they have not already done so, analyse their procurement processes to identify
points of corruption risk and take steps to improve the design of their procurement processes.

Summary of response
 Implemented as described in the report
Action proposed
Council has previously engaged Mr Phil Scott from Local Government Procurement to provide an
assessment of our procurement processes. That report was completed in February 2012 and
identified a number of recommendations for improvement.
In addition to this Council engaged Mr Chris Newman from PMMS Consulting Group to undertake a
review of our procurement processes and prepare a plan for improvement. That review was
completed in April – June 2012 and a series of schedules, titled a road map, has been prepared to
implement the improvements identified in that.
The Procurement Group is now working its way through the recommendations in those reports.
2014 Update
The work to align Council’s purchasing practices to what was identified during the Procurement
Roadmap activity (2012) continues with the appointment of a Strategic Procurement Coordinator
and a structured review of existing purchasing practices in Qtr1 2014. An outcome to the review will
include the introduction of a Centre-led Procurement function whereby procurement activity will be
coordinated with a purchasing function sitting with a core group of trained Purchasing Officers.
The role that Inventory plays in regard to meeting Council’s operational needs will also be revised
during the review of other purchasing practices. It is envisaged that the introduction of Inventory
Categorisation, Rules and Guidelines should play a significant role in ensuring better controls are in
place for managing Council’s spend and stores requirements.
2015 Update
The consolidated procurement process for non-inventory items and services, as part of the CentreLed function, will continue to be rolled out to other areas of the organisation. One of the purposes of
the consolidation of purchase functions is to disaggregate purchase allocation/nomination and
reliance on the status quo away from one single staff member. Requestors/Initiators of purchase
requests are encouraged to provide details of preferred suppliers, however, Stores/Procurement
Staff will carefully consider the merits of a preferred supplier along with those of other competitive
suppliers. Requestors/initiators will be advised and consulted of competitive options to any
preferred party they nominate prior to issuance of a purchase order.
Part of the consolidation process will allow Stores/Procurement Staff to properly categorise and
apportion purchase spends with the use of commodity coding and major and minor groupings,
enabling increased analysis capabilities and supporting negotiations for possible tenders and
contracts, based on definitive values which will be available subsequent to the improved analysis.
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An integral aspect of the consolidation process for non-inventory items is the establishment of a
product catalog for items likely to be purchased on an on-going basis. This data will allow improved
tracking of any price fluctuations as well as expanding the options for identifying alternative
suppliers. It will also inform the decision making process on whether the item should be held as a
stocked item within Council’s Warehouse Stores.
Revising actions dates of PMMS Roadmap based on reviews of technology

Supporting material
•
•
•

Copy of report from Local Government Procurement (provided in previous report)
Copy of road map from PMMS Consulting Group (provided in previous report)
Lanotec catalogue and quotation example (Attachment F):
- Copy of email from Procurement Co-ordinator asking Procurement staff to obtain a
quotation on the product “Lanotec”, requested earlier by Team Leader - Concrete
Construction and Drainage from known supplier.
- Screen shot of February 2014 requisition for the product “Lanotec” with descriptors
completed in free-form fields.
- Screen shot of extract from catalog for item #5001 – Lanotec, detailing supplier options;
prices as well as Commodity Coding; Major and Minor grouping.
- Screen shot of January 2015 requisition for the product “Lanotec” using catalog item #5001

Proposed evaluation methods
•

Level of compliance with recommendations from Local Government Procurement and PMMS
Consulting Group – Procurement Group – General Manager – Ongoing
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Recommendation 8
That councils if they have not already done so, consider introducing e-procurement as an efficient
method of controlling possibly vulnerabilities in their system.

Summary of response
 Implemented as described in the report
Action proposed
Council has already introduced an e-procurement system using the Civica Authority software system.
This system was in place prior to Operation Jarek.
Despite having an e-procurement system in place there are still opportunities for fraud as was
witnessed with Operation Jarek. In Council’s situation purchases by Mr Lapham were counter-signed
by his section manager as the material purchased was used by Council.
The real issue for Council was that the amount being purchased was greater than was required in
the short to medium term. The risk relates to the management of stock not recorded in store as Mr
Lapham was able to store the stock ordered outside of the Council store. This issue is addressed in
recommendation 11.
In respect to the e-procurement system the software is set up to mirror the authorised procurement
delegations. If adequate delegations are not in place the requisition is forwarded electronically to
that person’s supervisor for approval. Once approved the staff member can raise the purchase
order.
Currently the same person can raise a requisition, order and goods receipt (if the amount is within
the purchasing delegation). Council has developed several reports that can report on the
procurement process via officer and undertake audits of any purchase order as required. These
processes are currently being reviewed to determine whether they can be improved.
2014 Update
The introduction of e-procurement requires a well established Centre-led Procurement Function to
be in place. Investigation into how to integrate e-procurement into existing and future procurement
practices is an activity for future continuous improvement activity.
Initial improvements in on-line requisitioning for Stock and Direct Charge are planned for
introduction as an outcome to the Purchasing Practices Review being conducted in Qtr1 2014.
Council does have in place a Business-to-business (B2B) arrangement for stationary and office
supplies which does ensure tighter controls for these often abused commodities.
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2015 Update
The establishment of a catalog for non-inventory goods will go a long way to addressing the
vulnerability of goods being purchased in quantities that exceed demand, either premeditatedly or
inadvertently. By now being able to track the purchase history of items not in Store, analysis can be
undertaken as to whether supply exceeds standard demand or whether the item needs to be held in
Store as a stocked item, subject to the controls of Store issue; stock value and stocktaking.
As per Recommendation 7 update, one of the purposes of the consolidation of purchase functions is
to disaggregate purchase allocation/nomination and reliance on the status quo away from one single
staff member. Requestors/Initiators of purchase requests are encouraged to provide details of
preferred suppliers, however, Stores/Procurement Staff will carefully consider the merits of a
preferred supplier along with those of other competitive suppliers and consult on making the final
purchasing decision.
Supporting material
•

Lanotec catalogue and quotation example (Attachment F):
- Copy of email from Procurement Co-ordinator asking Procurement staff to obtain a
quotation on the product “Lanotec”, requested earlier by Team Leader - Concrete
Construction and Drainage from known supplier.
- Screen shot of February 2014 requisition for the product “Lanotec” with descriptors
completed in free-form fields.
- Screen shot of extract from catalog for item #5001 – Lanotec, detailing supplier options;
prices as well as Commodity Coding; Major and Minor grouping.
- Screen shot of January 2015 requisition for the product “Lanotec” using catalog item #5001

Proposed evaluation methods
•

•
•

Use of requisition audit report – This report identifies when staff are complying and not
complying with our procedures. Non-compliance can relate to there being insufficient suppliers
to obtain necessary quotations or there may be a specialist supplier. Even though this is
considered to be non-compliance, with the standard procedures, exemptions are allowed where
they are justified.
The requisition audit report will be submitted to the regular meetings of the Procurement Group
with the General Manager responsible for monitoring that reporting.
A key element of Procurements contribution to Councils “Delivery Program and Operation Plan
for 2015/16” is the targeted increase in the number of non-stock items within the inventory
system. With the target of increasing these items to over 100 by the end of the financial year.
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Recommendation 9
That councils, if they have not already done so, review which reports are available to the managers
of stores and ensure they (councils) can generate a report showing the orders placed by any
individual across all cost centres.

Summary of response
 Implemented as described in the report
Action proposed
Council has engaged an external report writer to prepare crystal reports from Authority software
that can be generated from staff involved in the procurement process. Reports that are now
available include:
•
•
•

•

Supplier Expenditure Analysis – Provides details of expenditure per supplier
Organisational Expenditure Analysis – Provides details on numbers of invoices by transaction
value ranges and allows you to then analyse the suppliers for those invoices
Requisition Audit Report – Provides details of requisitions by staff member(s) and / or supplier(s)
and also compares requisitions to the requirements of Council’s purchasing procedures to
identify anomalies
Purchasing Segment Analysis – Provides details of purchases from individual suppliers for the
period identified

These reports are now being presented to meetings of the Procurement Group and are available at
all times, as part of the standard suite of reports to Procurement, Finance and other staff.
2014 Update
The further development and improvement of Council’s Reporting capability relies on the accurate
categorisation of Council Inventory System and Purchasing systems.
For inventory management Council has implemented the “Auslang” Standard for codification with
the aim to be able to report on inventory purchasing and holdings by a number of stratification
factors. These include:
• Inventory Holding Value and activity by inventory owner, by commodity (Group/Class), and in
future by Work Order.
• Inventory Usage by inventory owner, by commodity (Group/Class), and in future by Work Order.
• Inventory Turnover by inventory owner, by commodity (Group/Class), and in future by Work
Order.
Goods purchased outside of Inventory can currently only be categorised by Supplier. To be able to
segment spend by commodity there is a requirement be able to capture commodity information
through the purchasing transaction or by categorising the Supplier. The accurate categorisation of
inventory and purchasing activity will assist greatly in being able to identify opportunities for savings,
and provide better governance through post-facto review of procurement activity.
Note: This is all a work in progress and will require existing inventory and catalogue cleansing
activity to be undertaken.
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2015 Update
A decision was made by the current Procurement Co-ordinator to dispense with the partially
deployed “Auslang” codification standard, due to its unnecessary complexity for the task. Instead,
codification and categorisation according to a standard listing provided by Local Government
Procurement (LGP) has been instituted and is currently being used. The LGP standard was selected
by the current Procurement Co-ordinator subsequent to Council’s involvement in procurement
forums, facilitated by LGP and the Northern Rivers Regional Organisation of Councils (NOROC). All
NOROC Councils have undertaken to utilise LGP’s categorisation coding and nomenclature in order
to gather and consolidate spend data, with a view to region wide procurement initiatives.
Consequent to this, all inventory (stock) items are now categorised according to a number of strata.
Prime categorisation is allocated to whether items fall under the predominant category of either
General Store; Personal Protective Equipment (PPE) or; Water and Sewer. Under this categorisation,
each item is allocated a Major grouping and then further categorised to a Minor grouping which
relates to the overarching Major group.
Similarly, non-inventory goods which carry a catalog item number will be assigned a Category and
Major and Minor groupings when the catalog number is created. It is planned that service
(trades/repair/consulting) activities will be added to the catalog to provide a total goods and
services catalog. Categorisation in this regard will be provided via Commodity Groupings where
catalog items can be commoditised to either Stock; Non-Stock Goods; Services – Contracted or;
Services - Ad Hoc.
Reports can be generated by presentation of this data in simple spreadsheet formats or by more
complex database queries. This multi-level categorisation will provide extremely effective and
powerful reporting and analysis functions.
Supporting material
Cover page provided for the four main reports; i.e.
•
•
•
•
•

Supplier Expenditure Analysis (provided in previous report)
Organisational Expenditure Analysis (provided in previous report)
Requisition Audit Report (provided in previous report)
Purchasing Segment Analysis (provided in previous report)
Various reports and listings (Attachment G):
- “Stock Category Description” listing.
- “Inventory Major Group Code” listing.
- “Inventory Minor Group Code” listing.
- Email to BSC Finance/IT requesting the instituting of commodity coding

Proposed evaluation methods
•

•

The information provided in these reports is subject to on-going review. What has been pleasing
to date has been confirmation that nearly all the major expenditure items and major suppliers
have all been subject to a formal tender process or represent State Government contracts.
Reports to be reviewed regularly by the Procurement Group
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Recommendation 10
That councils, if they have not already done so, analyse inventory management systems with a view
to improving controls and reducing waste.
Summary of response
 Implemented as described in the report
Action proposed
It is considered that Council’s store is operating effectively with a large number of control systems in
place. These include, but are not limited to:
•
•

•
•

•
•

•
•

Stock ordering through e-procurement (Authority software with restrictions on delegations)
where orders are checked at the goods receipting point and at accounts
Minimum and maximum levels for stock are in place and used on a daily basis to order stock
items. This is for efficiency and to reduce the temptation to bulk buy and tie up resources with
excess or aged stock
Staff knowledge, experience and average usage reports are used to assist in setting minimum
and maximum stock levels
Random stocktakes are conducted regularly to check stock for inventory accuracy and
condition. The target is weekly rotational counts but this is subject to fluctuating workloads and
resources
The most recent stocktake was 100% accurate and inaccuracies have been consistently trending
downwards since 2008, when there was a change in staff and improved systems implemented
All inventory is tracked through the Authority software and all issues to staff are in hard copy
indicating who collected the goods, who had delegation to obtain the goods and which store
staff issued the goods
The store staff are familiar with appropriate levels, condition and location of stock through a
sectioned, clean and well labelled warehouse
The store records indicate that uncontrolled Council stock has reduced by ensuring that as many
items as possible and suitable are taken into store control. This is evidenced by an increase in
countable items from 240 in June 2008 to 868 countable items in December 2012. There has
also been an increase in stocktake accuracy and a decrease in write offs.

2014 Update
Inventory Management improvements will be ongoing during 2014 with the introduction of the
“Auslang” Standard for codification, data cleansing and the development and documentation of
Inventory Categorisation Rules and Guidelines. Through better utilization of existing Authority
functionality for inventory management, Council will see better controls and efficiency gains.
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2015 Update
Since joining Council in September 2014, the current Procurement Co-ordinator targeted Store
operations as an initial project, given the bi-annual stocktake taking place in late December 2014.
Pleasingly, the Store accounted for stock at a deficiency of only $85 on a total stock value of more
than $500k.
As part of standard store practice and subsequent to enhanced store location coding cyclical stock
checks will take place each week, concentrating on nominated sections. This will see each section
have a stocktake check done at least 3-4 times per year on top of the bi-annual stocktakes.
Another store practice being put into place is the regular revision of minimum and maximum levels
of stock items in light of recent demand. An audit of Water and Sewer holdings has found that there
are numerous items that have been bought into store subsequent to earlier actions where stock
holdings exceed identified minimum levels. Discussions are currently taking place with the suppliers
of goods with a view to returning many of these excess items for credit.
Further to this, a “Slow Moving Stock Report” is available via Authority which provides details of
stock which has neither been issued nor ordered within the preceding 6 months. With this
information Stores have identified a number of obsolete/slow moving items which we are currently
seeking to return to suppliers for credit.
It is anticipated that the expansion of the non-inventory catalog will identify a number of items that
will be better being held as stock items, which will increase number of accountable stock items.
Supporting material
•
•

Example of a screen dump for minimum and maximum parameters for Inox Lubricant (provided
in previous report)
(Bi-annual) Stocktake Discrepancy Report 23/12/2014 (Attachment H)

Proposed evaluation methods
•
•

•

The six monthly stocktake remains the major evaluation measure for this item. The stocktakes
will continue to be reported to senior management.
A key element of Procurements contribution to Councils “Delivery Program and Operation Plan
for 2015/16” is the targeted increase in the number of non-stock items within the inventory
system. With the target of increasing these items to over 100 by the end of the financial year.
Weekly stocktake reports are be available.
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Recommendation 11
That councils examine options for control of their pull-based inventory and implement an option
that is suitable for their operations.

Summary of response
 Implemented as described in the report
Action proposed
The management of pull based inventory is considered to be one of the major issues facing Council
in respect to Operation Jarek. It is this area where Mr Lapham was able to order supplies that were
in excess of Council’s immediate needs and those supplies were expensed against a job account,
with no recording of the stock on hand.
The actions being undertaken to manage this complex issue are:
a) Reduction in use of separate sites that allow staff to store unused stock – For example Council
has an old depot site (depot number two) where excess materials have previously been stored.
That depot is currently being cleared of all stock and the aim is to eventually close the site
b) Supplies located in Council’s main depot (depot number one), which have not been booked in to
the store, are in the process of being audited. Where stock is considered excess it is to be sold
and where it is still required a record will now be maintained. The aim is to have all supplies
located at the Council depot(s) recorded as part of Council’s stores system. This will ensure the
management of that stock will then be tracked and monitored.
c) Existing delegations are being reviewed to examine whether they can be further defined to
reduce the risk of pull based inventory being accumulated.
The Procurement Group is assisting with the implementation of these actions and a separate
internal group has been formed to focus on improving the management of the depots (group titled
“Depot Number Two and Other Sites). This group is chaired by the General Manager.
2014 Update
A Depot clean up was executed during 2013 resulting the disposal of excess goods no longer
required. The cataloguing and expansion of inventory to encompass goods stored under various
arrangements is a work in progress and will require work to be done within the depot to enable
control and storage to be better organised.
The aim going forward is to insist that ongoing requirements of goods are to be facilitated through
the inventory function. The work to improve the Inventory Management function will be the subject
of ongoing improvement activity during 2014.
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2015 Update
A pull-based inventory method is being used in the creation of “satellite” stock warehouses off-site.
This has been piloted at the Ballina Waste Water Treatment Plant (WWTP) where there were
uncontrolled quantities of high value UV tubes; UV globes; membrane panels and the like.
Stores/Procurement staff has successfully trialled and implemented the setting up of a satellite
warehouse at the WWTP where only emergency levels of stock are held on site. As these emergency
supplies are consumed, a stock issue transaction takes place which diminishes the emergency stock
levels and when the minimum quantity is reached, a replenish list is generated and the emergency
stock can then be replenished from Store stock. As the Store stock diminishes, the items will appear
on the standard stock re-order report when the minimum stock threshold is reached.
This allows stock that is off-site to be accountable and monitored. These satellite warehouses will be
audited on a regular basis by Procurement/Stores staff as stocks are replenished and will operate
the same way as the central warehouse where goods will be allocated specific location assignments
and shelves clearly labelled with the stock item number; item descriptor; minimum stock level and;
maximum stock level.
Stores/Procurement staff are in the process of developing satellite warehouses for Water and Sewer
emergency supplies, currently located in a locked shipping container within the W&S COMPOUND
and the Depot Workshop. It is expected that satellite warehouses will also eventually be run out to
other waste water treatment facilities in Lennox Head and Alstonville.
Supporting material
Inventory Item Enquiry Request Reports (Attachment I)
• Extract of “Inventory Item Enquiry Access” report for item number 1035 – Lamp Driver Ballast
showing stock current in 2 x locations vis, 1 – Council Main Store and 2 – Ballina WWTP.
• Extract of “Inventory Item Enquiry Access” report for location 10- Ballina WWTP, detailing stock
items currently allocated against that location

Proposed evaluation methods
•
•
•

On-going stocktakes of equipment not held in stock. Council’s Civil Services Group will oversee
these actions, supervised by the General Manager.
Depot monitoring meetings are being held at least every two months. It is anticipated by the end
of 2013 a large part of this process will have been completed.
Records of periodic audits/stocktakes at satellite warehouses.
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24 Month Final Report
Operation Jarek
Recommendation 12
That councils, if they have not already done so, organise their stores so that all items are labelled
clearly, stock is securely stored and movement of all goods in or out of the store is recorded on an
integrated inventory management system.

Summary of response
 Implemented as described in the report
Action proposed
Council has a number of controls in place as per recommendation ten with additional items of
interest including:
•
•
•
•
•
•

•
•

Stock is neatly arranged, highly visible and protected from the elements
Majority of goods are secured indoors
Bulky water and sewer stock retained in a separate locked compound
All goods labelled in a visible and orderly fashion
Store access is secured through swipe access with an alarm system installed
Movement of goods in and out of the store is through electronic stock issues on the Authority
Software System, where the receiving officer presents a store item request, signed by a person
with purchasing delegation and the transaction is entered into Authority to create an issue. The
store person then signs that this is complete. There creates a hard copy and electronic record
The purchase of items for the store is through the Authority Stores system and tied to an
inventory management system
Items are regularly counted on rotational stocktakes to check stock accuracy, condition of stock
as well as neatness and layout of the store.

2014 Update
Further improvements in regard to inventory management are a work in progress. The employment
of full-time staff to look after day-to-day requirements from the Depot Store has assisted in better
controls and services. Ongoing improvement will be an outcome of the implementation of Inventory
Category Rules and Guidelines and improved procurement practices going forward. A review of
warehousing facilities is planned during 2014 and will investigate the expansion of existing
Warehouse / Store proper and an expansion to establish a gated compound controlled and owned
by Warehouse staff. Current facilities do not cater to the real needs for efficient and effective stores
management.

2015 Update
The Store arrangement continues to be orderly with the added advantage now of enhanced location
identifiers using alpha and numerical allocation, i.e. Bay B is now Bay B1 to B150.
All stock item locations are now labelled with stock item number; stock descriptor; bin address;
minimum stock; maximum stock.
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Supporting material
As per recommendation ten

Proposed evaluation methods
•

The accuracy of subsequent cyclical and bi-annual stocktakes will provide the best gauge of stock
item security and inventory management.
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24 Month Final Report
Operation Jarek
Recommendation 13
That councils ensure stocktakes are conducted independently of store officers and by staff
knowledgeable about the principles of stocktaking.
Summary of response
 Implemented as described in the report
Action proposed
Traditionally an independent person from Council’s finance section oversees the six monthly
stocktake of Council’s store. The store staff traditionally have undertaken this stocktake as they are
more familiar with the stock, with the finance staff member providing an observer / audit role.
Following discussions with Council’s external auditor rather than having staff totally independent
from the store undertaking the stocktake, the independent finance staff will provide an oversight
role by directing which sections are to be audited by the store staff and then undertake sample
stocktakes.
The sampling percentage has been confirmed by Council’s auditors and this revised process has been
approved by the auditors. Overall this is considered to be a more cost effective use of the staff time
in that the store staff are the experts in the stock items, with close supervision and auditing as
support to ensure that the risk of theft or corruption is minimised.
This process will commence from the next stocktake, which is due prior to 30 June 2013.
2014 Update
Ongoing stocktakes are conducted in accordance with procedure as agreed with Council’s Auditors.
2015 Update
Council Finance officers continue to monitor stocktakes personally.
Supporting material
•
•
•

Updated stocktake procedure (provided in previous report)
Email from Council’s external auditor - Thomas, Noble and Russell (provided in previous report)
Email from Stores staff to Finance suggesting date of December 2014 stocktake (Attachment J)

Proposed evaluation methods
•

Stocktake reports on level of variances in stock – Finance Section to complete with report to
General Manager – reports due every six months
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24 Month Final Report
Operation Jarek
Recommendation 14
That council management assesses the residual risk in its store and, if appropriate for the
organisation, conducts random spot checks or cycle counts on select aspects of inventory
management.

Summary of response
 Implemented as described in the report
Action proposed
In recent years Council has increased the level of resources in our store and improved the store
processes. This has improved the service provided by the store and resulted in very low levels of
inventory variance from store stocktakes.
We now consider the residual risk low for the store, however we intend to undertake random audits
of items three to four times per annum as part of our overall audit process.
2014 Update
During 2014 Counsel will be conducting a structured review of current purchasing practices with a
view to centralising day-to-day purchasing activity through a Centre-led Procurement Function. This
activity is planned to commence in Feb 13.
Note: Supporting information again can be the Draft Terms of Reference.
2015 Update
Cyclical stocktakes will take place on selected stock locations on a weekly basis as part of standard
store practice.
“Slow Moving Stock” reports will be run at 6 monthly intervals at the end of March and September
to identify such stock with a view to returning excess/obsolete stock to suppliers for credits.
Supporting material
•
•

Copy of random stocktake reminder in Council’s strategic task lists (provided in previous report)
Cyclical Stocktake Schedule (Attachment K)

Proposed evaluation methods
•
•

Level of variance as a result of random stocktakes – Finance Section reporting to General
Manager – three or four to be completed during 2013.
Regular analysis of cyclical stocktake reports.

24

24 Month Final Report
Operation Jarek
Recommendation 15
That councils, if they have not already done so, consider the risks highlighted by this report, namely,
• relational selling and gift giving
• procurement processes
• inventory management
and, where they consider the council is at risk, add these topics to their internal audit programs.

Summary of response
 Implemented as described in the report
Action proposed
Due to the inherent risks in procurement for councils there are only benefits to be gained from
independent reviews of our processes. This being the case the firm that undertakes Council’s
internal audits, Grant Thornton Australia Ltd, has agreed to include these three items in two internal
audits during 2013/14; i.e.
1. Inventory / Stock Management Audit
2. Procurement Review Audit (including relational selling and gift giving)
2014 Update
Audits identified above have been actioned and outstanding finding recorded and being managed
through the Outstanding Audit Issues list last updated Dec 2013.
2015 Update
The appointment of the current Procurement Co-ordinator in September 2015 has seen them take
on a key role in responding to audit findings and as a consequence many of the initiatives covered
above have been put into place to address the risks identified in respect of relational selling;
procurement processes and; inventory management.
As well as this, the intent and outcomes of these initiatives are being reported to the Internal
Procurement Group at their regular meetings.
Supporting material
•

Correspondence from Grant Thornton Australia Ltd. confirming the inclusion of these items in
the 2013/14 audit program (provided in previous report)

Proposed evaluation methods
•

Grant Thornton Australia Ltd. will provide the audit reports, which are anticipated to be
completed by December 2013. Council’s internal audit committee will then monitor the
implementation of any recommendations from the reports.
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