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TAFE Establishes a Risk Management
Training Component in Training Course

Regency Institute of TAFE has recently
established a 40 hour elective subject within
its Diploma in Management course, entitled
‘Risk Management’ and is the first college
nationally to offer this subject.

The elective is currently being offered in
attendance mode to 25 students, but will be
available in February 2000 in the external
studies program.

In establishing the course, Regency Institute
has sought support from the Association of
Risk and Insurance Managers of Australasia
(ARIMA) and Monash University. Monash
already offers a risk management course as
a Graduate Certificate and Graduate
Diploma and has plans to develop a Masters
Degree in Risk Management in the future.

A major potential benefit of the TAFE
course will be in providing Monash
University with a better prepared group of
potential university risk management
students.

Regency TAFE is developing an advisory
curriculum reference group to help provide
on-going review of course content,
relevance and direction.

Regency TAFE has indicated its willingness
to work with Government agency Risk
Managers as well as the appropriate
professional associations and the risk
management industry generally. From a
win/win perspective, Regency TAFE will in
return provide opportunities to these
agents to develop a profile with new
management students to facilitate the
development of new contacts and build
networks.

For further details, please contact:
Michael Barron

Principal Lecturer, Management Training
Regency Institute of TAFE

Elizabeth Campus

Woodford Rd

ELIZABETH SA 5112

PH: (08) 8207 9627
FAX: (08) 8207 9634
e-mail:

michael.barron@regency.tafe.sa.edu.au

23RD ARIMA Conference <&

The Association of Risk and Insurance Managers of Australasia (ARIMA) will hold their
annual Conference in Hobart from November 14-17.

This year the topic is “Outsourcing™.

e

Outsourcing is an issue affecting all public sector agencies. Previously “sacrosanct”
functions or core business operations have recently come under the spotlight as the
benefits of contracting out functions and tasks accrue.

But is there a risk in the outsourcing process? Are internal controls more difficult to
manage with the advent of long term contracts, “commercial in confidence” clauses and

confidentiality provisions?

ARIMA has assembled a widely experienced group of Speakers and organised plenary
and workshop sessions sure to engage and involve every participating delegate.

If you desire more information about the Conference, call Mick Ayre on 8204 1504, or
alternatively, check out the ARIMA website on www.arima.com.au for more details

including a registration brochure.
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Contracts and Agreements
with Local Government Authorities

SAICORP is often asked to provide advice to
agencies negotiating contracts or agreements
with local Government Authorities.

\Local Government Authorities are all insured
for liability exposures by the Local
Government Association Mutual Liability
Scheme (LGAMLS) which works in a similar
manner to the way SAICORP covers
Government agencies. That is, each client
Authority pays a premium to the LGAMLS and
the premium revenue is pooled to meet the
cost of any civil liability claim made against
the relevant Authority and where the
Authority is judged liable.

The Scheme is managed by a contracted
Broker, which takes carriage of a claim above
a predetermined excess level. In turn the
Scheme is underwritten by the SA
Government, through SAICORP. Consequently,
there is a point at which a liability claim of
magnitude will become an issue for SAICORP
to manage.

The LGAMLS and SAICORP have jointly agreed
that it is unnecessary for one party to seek
evidence of insurance held by the other
where the Local Government Authority is a
member of the LGAMLS and the Government
agency is a SAICORP client.

In less complex agreements or contracts, the
agreement could remain silent in regard to
indemnity and insurance. Alternatively, the
following clause, agreed by both SAICORP
and the LGAMLS, is approved for

incorporation in Council generated
agreements. For more complex arrangements,
the advice of the Crown Solicitor is strongly
recommended:

“The (Minister, agency etc) agrees to
indemnify and to keep indemnified the
(Council etc), its employees, servants and
agents and each of them from and against all
actions, costs, claims, charges and expenses
whatsoever which may be brought or made
against them or any of them arising out of or
in relation to this Agreement.

Notwithstanding the above, the Minister shall
not be rendered liable for personal injury to
or the death of any person or loss of or
damage to any property resulting from any
breach by the (Council) of any provision of
this Agreement or any negligent act or
omission of the (Council) or its employees,
servants or agents.

The (Minister) warrants that the (Minister) is
entitled to the benefit of the South Australian
Government Insurance and Risk Management
arrangements administered by SAICORP (the
South Australian Government Captive
Insurance Corporation) in respect of the
operations under this Agreement.

The (Council) warrants that it is a member of
the Local Government Association Mutual
Liability Scheme (“the Scheme”) and is bound
by the rules of the Scheme and is entitled to
the benefit of the Scheme in respect of the
operations under this Agreement”.

Contract Works Insurance

As you are no doubt aware SAICORP’s
agreement with your agency excludes
construction works and construction liability
risks. When entering into such contracts,
your agency should ensure that a
Construction Works Insurance (including
liability) is arranged. The policy should
include your agency, the contractor and any
sub-contractors. This can be arranged by the
Contractor on the conditions that the
contractor is able to purchase.

A simple, effective and safer alternative may
be achieved by accessing the SA Government
Principal Controlled Contract Works
(“PCCW?”) insurance arranged by SAICORP in
the commercial insurance market. The PCCW
is not limited to construction risks; it could,
for example, insure construction of new
buildings/plant, extensions of buildings/
plant, building refurbishment, dismantling
and installing plant, office fit out,

maintenance, cleaning etc.
...continued []
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NB:If your agency is already enjoying the
benefits of the SA Government’s Principal
Controlled Contract Works insurance either
directly or via DAIS then you are already
aware of the benefits of the arrangement.

Benefits of PCCW to your agency

® Policy is designed for the protection of
the agency, the cover provided is
generally broader than the general
policies used by most contractors.

® (Certainty of cover; there is no way the
contractor can lapse the policy leaving
your agency exposed.

® Premiums are low, reflecting the bulk-
buying power of the whole of
government.

® Excesses are known and at low levels.

® (Claims are controlled by insurers of the
SA Government, not by the insurers of a
single contractor.

® Security. Insurers are known.

® No costly administration in checking that
a contractor has a policy that fully
complies with contractual requirements.

Les Andrew, formerly SAICORP’s
Underwriting Manager, has recently been
promoted to the position of Deputy
General Manager and will provide
additional management support to staff
and manage special projects.

SAICORP has appointed Liane Lawton to
the Underwriting Manager’s position.

Liane comes to SAICORP with a wealth of
experience in insurance and underwriting

and will bring a fresh perspective to SAICORP.

Having spent 16 consecutive years in the
Insurance Industry, Liane decided to
broaden her horizons in a quest that took
her far and wide.

Picking Jerusalem artichokes in Denmark,
milking cows in Belfast and babysitting
sheep in Ireland were some of Liane’s more
interesting experiences overseas, whilst

® Contractor insolvency does not affect the
policy protection.

® The agency, the contractor, sub-
contractor are all defined as the Insured.
The Insurer waives all rights of
subrogation against any Insured.

® Provides $25 million public liability
protection.

® Service contracts (where there are no
“works” per se) can be included for
public liability.

® The contractor may not meet its
obligations of disclosure, which may
prejudice the contractor’s policy. Your
agency would not be prejudiced by such
non-disclosure under the PCCW.

This facility is available by contacting
SAICORP. It may be necessary to adjust your
contract documentation to reflect any
changes in the methodology of arranging
contract insurance. SAICORP can assist in
that regard.

Should you require any further information
please contact SAICORP’s Underwriting
Manager on telephone 8204 1502.

I

closer to home she learnt to pour a pint
and spent 18 months with the Federal
Public Service.

Returning to her insurance roots and a
background primarily in broking, Liane
hopes to put the experiences gained in
dealing with a wide variety of clients to
good use assisting SAICORP’s clients with
their insurance needs.

Liane can be contacted on 8204 1502

Mick Ayre has been appointed to the
position of Manager, Risk and Prevention,
with the Emergency Services Administrative
Unit (ESAU) and will depart in late
September, after 5 years with SAICORP.
Mick will retain an interest in SAICORP’s
Newsletter by becoming a member of the
Newsletter Editorial team, which will be
established shortly.
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Useful Websites

http://www.treasury.sa.gov.au/saicorp

http://www.grmn.com

http://www.arima.com.au

http://www.riskinf.com

http://wwweagle.emweb.icx.net/irm/

for access to archived SAICORP
Newsletters

Global Risk Management Network

Association of Risk and Insurance
Managers of Australasia

Reports on risk issues

US Department of Energy, Risk
Policy Program

http://www.homeoffice.gov.uk/epd/hribl.htm British Home Office site detailing

http://www.ema.gov.au

methodology for Business
Continuity Planning

Emergency Management Australia
website

Entrepreneurial (Risk) Management
in the Public Sector

A publication titled “Entrepreneurial
Management in the Public Sector” details
some salient points on risk management and
accountability. The publication states that
“risk taking is not new to the public sector.
Traditional financial risks involve anything
from simple budget overruns, to losses on
projects, losses by state banks or financial
investments, or equity and investment
miscalculations. Government guarantee
shields risks and “secures” against potential
losses, although any short comings many
borne by taxpayers. Governments often
attempt to justify increased risk on the basis
of higher returns; but, rates of return are not
the only consideration when investing public
funds”. “Managing risks in the public sector is
not only about commercial rates of return,
but also ensuring that adequate
accountability mechanisms are in place.
Paradoxically, the public sector is often not
subject to the same degree of direct
accountability, managerial control and
shareholder pressure as private sector firms”.
“Taxpayers are not able to choose in what
they will and will not invest, they can not take
their money out of falling enterprises. They
cannot even influence which public enterprise
assets will be retained or sold”.

The development of the Risk Management

standard (AS/NZS 4360) in 1995 and updated
in 1999 provided guidance on a structured
approach to risk management that remains
applicable to the private and public sector.
The risk management expectation of
shareholders (private sector) and taxpayers
(public sector) can be managed in an
administrative and institutionally formalised
methodology, which would potentially be
understood by private and public sector
entrepreneurial managers.

For public sector employees this can require a
competency shift to meet the changing role of
risk management. The publication states that
“public sector skills that were valued and
encouraged included administrative efficiency,
maintenance tasks, resource management and
institutional formalisation. New skills for
effective entrepreneurial management in the
public sector call for the qualities of
leadership, risk bearing, and creativity and
innovation. In the new public sector,
entrepreneurial leaders will need to operate
within an organisational setting and have the
additional skills to manage conflict, resolve
differences, balance multiple viewpoints and
demands and build teamwork and consensus.
However, simply recognising the need for
entrepreneurial skills does not diminish the
problems of applying models of private sector

..continued []
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entrepreneurial management to the public
sector”.

Paragraph 2.1 of the SAG Financial
Management Framework acknowledges “line
management has taken a greater
responsibility for control as organisations
realises control addresses financial and
operational aspects of activities, functions and
resources used”. Entrepreneurial
Management in the Public Sector also states
risk advisers and *“auditors ought to be
creative in their thinking and not merely
negative over minor risks or innovative
activities; they ought to be strategic in their
reporting on public sector administrators who
are themselves asked to think an act
strategically.”

The publication acknowledges that “public
entrepreneurialism in the public sector is
often caught between a rock and a hard
place. On one side, politicians and the public
are exhorting public organisations to
innovate, be creative, do more with less and
be risk takers. They are expecting better
performance with greater efficiencies, with a
friendlier client - focussed orientation that
responds to consumer needs. On the other
side, politicians and community
representatives are less tolerant of failure,
where decisions create stuff ups, or when
things go badly wrong”. A risk management
strategy sometimes adopted is to contract out
government services. In the Administrative
Review Council Report Number 42 on “The
contracting out of Government Services”. The
executive summary states “the contracting out
of government services should not result in
the loss of diminution of government
accountability or the ability of members of
the public to seek redress”. Accountability
and Risk Management are mandated and

therefore can not be contracted out or left to
chance.

Public Sector employees have managed
traditional financial risk and occupational
safety and health issues — the question is how
can risk management become holistic. The
success of occupational safety and health
included strong communication, commitment
of all employees, knowledge and awareness
of the issues and a “can do” attitude.
Individual responsibility for occupational
safety and health is also enshrined in
legislative and individual job and person
specifications.

The successful strategies in managing
occupational safety and health (which is only
one type of risk to be managed) can be
applied to risk management generally. The
relevant strategies in addition to that already
mentioned include; risk management
brochures and posters, risk management
manuals and risk management web sites.
Strategies used to manage traditional
financial risk applicable to risk management
generally includes forecasting scenario
planning (ie risk management plans and
strategies) and incorporating risk
management into the planning process.

Entrepreneurial and Risk Management can be
successfully managed by leveraging
occupational safety and health and traditional
financial risk management skills to holistically
manage all risks that potentially could impact
on the public sector. The Risk Management
standards AS 4360 can provide the starting
point to institutionally formalise risk
management into the organisation.

— Contributed by Nick Bridges, Principal
Risk Advisor, DAIS

Managing Contractors

Scenario 1. Getting what
you pay for

If your agency has negotiated an agreement
for a service provider to undertake the
management of a function previously
undertaken in house, or by another
Government agency, how do you ensure that
the services required under the contract are
being provided to the satisfaction of the
intent of the contract and that the

contractor is not cutting corners to reduce
service costs and generate additional profit?

By way of illustration, let’s use the example
of a fire equipment maintenance contract.
The agency might require the contractor to
regularly service the fire detection and
suppression system to ensure full time
serviceability.

From a risk management perspective, these
and other questions could be asked to assist

...continued []
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in ensuring that value for money is being
achieved in the contract and that the services
paid for match the work being performed.

® Do the terms of the contract specify that
work will be undertaken in compliance
with a relevant Building Code or to the
standard as recommended in an
Australian Standard relevant to that
industry or operation?

® Have you incorporated complete
instructions as to when, where and how
often the work will be carried out in the
schedules to the contract?

® Do the terms of the contract require the
contractor to indemnify the
Government against acts, errors and
omissions of the contractor, including
those which result in property loss or
liability claims against the Government?

® |s there a procedure to check that the
level of insurance held by the contractor
matches the requirement in the contract
and that the policy is current at any
given time during the term of the
contract?

® Do you assign a supervisor with
experience to spot check the quality of
the work undertaken by the contractor?

® |s there a log for the contractor to sign
that clearly identifies the work
undertaken, when and by whom?

® Does the contractor sign in at the
commencement of work and off at
completion, with a counter signature of
a staff member verifying that the
contractor has actually been present for
the entire time?

® Have “hot work” permits been
developed and applied to the tasks
involving welding, brazing or similar
hazardous tasks?

® |s there a procedure for the SA
Metropolitan Fire Brigade and SAICORP
to be notified in the event that the fire
detection and suppression system is out
of action for a specified period?

® Are accounts for work checked by a
skilled person within your organisation
to ensure that the work billed has
actually been carried out?

newsletter
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Scenario 2: Testing Data
backup

Most agencies would by now have IT systems
which allow for backing up of data to disk
or tape for use in retrieving critical
information in the event of a major
malfunction of the daily operating system.

However, in order for this back up process to
be properly effective, there are a number of
processes that are required in resect of
managing and accessing the copied
information.

® Are your back up copies stored safely
off site, or at least on site in a fireproof
storage locker?

If not, these records might be destroyed
along with the originals and all IT
equipment in a major fire, earthquake
or flood.

® Do you regularly test to see if the back
up process actually allows for retrieval
of the information?

There have been several examples where
the back up process has run the tape or
spun the disk without recording anything
at all, only for this to be discovered when
the original information is lost. It is not a
good feeling to know that you have
beaten significant odds to lose both sets
of data and now have the responsibility
of answering your critics!

® Have you run test to ensure that your
contracted IT specialist can meet its
commitment to retrieve back up
information within your set timeframe?

Some IT providers will tell you during
contract negotiations that your
requirement to have back up data
retrieved within 12 hours, 24 hours or
some other predetermined timeframe is
no problem......... until you really need it!

The risk management message here is
ensure that you have considered all
potential risk exposures and do not
forget to factor into your calculations
the risk of contractors failing to meet
their commitments to you. These
commitments are easily made during
contract negotiations, easily forgotten
during operations, and always require
monitoring by the agency contracting
the works.
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Recruiting, Simply the Best?

A selection panel’s responsibility is to obtain
sufficiently complete information on the
applicant’s past performance, assumed
capabilities and capacity to gain the desirable
requirements of the job and person
specification. An effective recruitment process
mitigates the risk of appeals from unsuccessful
candidates and the nominated applicant at a
later date being subject to performance
management.

The procurement reform strategy of fair, open
and effective competition succinctly sums up
the expectations of applicants when applying
for advertised positions. For senior positions
the private sector sometimes adopts a “waiver
of tender” approach by either headhunting or
targeting individuals to apply for the position.
The process for fair, open and effective
competition in the recruitment process
requires that the job and person specification
is relevant, reflects the core expectations of
the position and does not effectively exclude
candidates by demanding attributes and
conditions that are not required to perform
the role.

A market assessment of similar roles and their
grading in the government sector and
consideration of what the private sector pays
for similar positions will identify the
recruitment issues that need to be addressed
to successfully fill the role with a competent
and committed applicant. A key risk in
recruitment is repeating the advertising
process due to lack of market research on the
supply of potential applicants. Potential
applicants seeing the same position advertised
several times often perceive ‘that there is
something wrong with the role, the supervisor
the incumbent reports to, or the organisation
as a whole’.

The short-listing of applicants requires careful
evaluation of the candidates against the
essential requirements of the job and person
specification. One strategy is to include
anyone who shows that they meet or have the
capacity to meet the essential criteria. The
alternative strategy for more senior positions
is to require a clear demonstration that the
essential requirements are met (particularly if
effective written communication and report
writing skills are an essential criteria!).

The interview process (which may include an
oral presentation) and subsequent reference
checking (which can include psychological
testing) is where the selection panel is often
most exposed to a selection appeal and risk of

making a poor recruitment decision. Effective
risk mitigation includes ensuring:

® the interview is structured in regards to
asking all candidates the same questions
but not dogmatic as to failing to explore
the applicants skills and knowledge;

® all selection panel members know what
the position requirements are and the
significance of the role to the unit and
organisation;

® reference checking and review of work
reports in researching behaviour,
performance, competencies and any other
relevant issues;

® the competency of a psychologist engaged
(expected costs around $600 - $800 per
battery of tests) and/or person responsible
for other tests, is properly registered and
fully briefed on the position; and

® candidates automatically receive a copy of
the relevant extracts of the panel’s report
after a nomination has been made and
accepted.

It is critical that the selection panel treats all
applicants with respect and is committed to
the process. Applicants often have a ‘sixth’
sense that the selection panel is not
committed to the interview. This is often
confirmed by lack of ‘exploratory questions’
(e.g. “please expand on the point you have
just made”) from the panel members, panel
members’ ‘body language’ and failing to ask
the applicant - “is there any thing else you
would like to add to support your
application”. The write up of the selection
process should clearly demonstrate why the
preferred candidate was nominated and why
other applicants were unsuccessful. An
unsuccessful applicant can often use the
experience to identify training and
development requirements and hence actively
contribute to the relevant objectives of the
Public Sector Management Act relating to the
development of employees.

The investment of time and money (eg
psychologist reports and independent
confirmation of competencies) in the
recruitment process will improve the chances
of a competent candidate with the required
interpersonal skills being appointed and also
mitigate the likelihood of any appeals being
lodged.

- Contributed by Nick Bridges, Principal Risk
Advisor, DAIS
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