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PURPOSE: 
To inform Council of the visit by Western Division Councils to T-Corp in relation to the 
Methodology utilised in the Determination of the Financial Sustainability Ratings (FSR) 
for New South Wales Councils  

RECOMMENDATION: 
That Council 

1. Note the report regarding the visit by Ross Earle as a representative of
Outback Shires Alliance to T-Corp on 9 July 2014

2. Write to T-Corp thanking them for their Presentation
3. Note the importance of the ongoing development of the Integrated

Planning and Reporting Documents as an essential tool in shaping and
determining Council’s ongoing sustainability.

4. Assist in the development of additional benchmarks that may be
considered relevant in assessment of rural Councils, particularly those
with large road lengths.

CONTENT: 
The Western Division Group of Councils at a meeting of the group earlier this year had 
expressed some concern at the findings of T-Corp in respect of the sustainability of its 
member Councils. 

Of concern was whether the methodology utilised unfairly impacted on the Councils in 
the West of the state whose characteristics include 

• Declining populations
• Large Land areas and road networks
• Very Low Population densities
• Low Rate Bases, so Councils are heavily reliant on government  operating and

capital    grants
• Susceptible to the full range of natural disasters of drought, floods and bushfires

The findings of T-Corp were of an increased importance as the resultant sustainability 
assessment of Councils formed  part of the criteria utilised by the Local Government 
Independent Review Panel in making their recommendations to the Government via 
their Final Report. 

The majority of Councils in the Western Division were included in a special report 
entitled “Strengthening Far West Communities-A Pathway for Change” and options 
within that report including the establishment of a Far West Regional Authority. 
T-Corp adopted the following definition of sustainability as a basis for their reviews 



 “a local government will be financially sustainable over the long term when it is able to 
generate sufficient funds to provide the levels of service and infrastructure agreed with 
its community” 
 
The   Financial Sustainability Rating (FSR) was developed by T-Corp based on a 
number of benchmarks some of which used data that was at the time unaudited. 
 
Unfortunately some sections of the media chose to focus on the sustainability ratings 
without regard to the benchmarks and weightings and without a full understanding of 
the work that had been undertaken by T-Corp and more particularly what constituted 
an acceptable rating. 
 
The introduction of the FSR was an entirely new concept to most Councils in NSW, 
including those in the Western Division. Although they had undertaken much of the 
work required under the integrated Planning and Reporting Framework some of the 
documentation had not had the opportunity to be reviewed and was in some cases in 
its embryonic stages of development. 
 
It was generally agreed that with the majority of Councils having only had the 
preliminary results of the IP&R framework in place for a few years it is was unfair 
expectation that problems or potential problems, which have been over one hundred 
years in the making can be fixed overnight. 
 
Prior to the meeting an issues paper was developed by Bourke Shire Council is 
consultation with a number of other Councils and sent to T-Corp so that they could 
tailor the agenda around these matters. This paper was sent under separate cover to 
Councillors. While much of the presentation was centred round responding the 
question raised in the issues paper all attending Councils were provided the 
opportunity to seek clarification on other issues. 
 
Current Situation: 
The visit by The Western Division Councils was in my view reasonably productive and 
left all Councils with a much clearer picture of the role of T- Corp and their assessment 
methodology. 
 
A summary of the outcomes is attached in the accompanying report, some of which, is 
reproduced below 
 

1. An FSR in the Moderate to Sound range is seen as an acceptable rating 
despite the general connotation attached to a “strong” Council it is not 
necessarily reflective of their effectiveness or efficiency. There are seven 
classifications 

• Very Strong 
• Strong 
• Sound 
• Moderate  
• Weak 
• Very Weak 
• Distressed 

2. T-Corp was not responsible for the publicity generated by their findings. 
3. T-Corp acknowledged that many Council’s are in the early days of IP&R and 

that Council’s asset plans need to be further developed and refined. 
4. As the Asset Management Plans mature more accurate data will become 

available. 
5. T-Corp is willing to help Councils and have already done so. 
6. T-Corp understands the difficulties in the development of LTFP. 
7. The quality of data is a key component to the exercise remembering “garbage 

in =garbage out” 
8. Councils should  look at the  use of increased debt as a method of addressing 



the infrastructure backlog 
9. Councils should be mindful of the ongoing maintenance costs when deciding to 

accept funding for capital projects or taking over community assets. 
10. High levels of reserves are not necessarily ideal and perhaps they should in 

part be spent of infrastructure renewal. 
11. The standardization of information would be of benefit. 
12. The IP&R documents will become increasingly relevant and adequate 

resources should be allocated to their ongoing development. 
13. There needs to be a better understanding of the methodology and ratings by  

those utilising or considering the resultant data 
14. The ratings  methodology will be  subject  to ongoing  review  

 
Clearly there will be an ongoing emphasis on the Council’s Integrated Planning and 
Reporting Framework and documentation and it will assume increasing importance as 
it develops.  
 
It was clear that the ratings announced left a lot to interpretation with the media 
swooping on the ratings based on a general connotation rather than the context 
proposed by T-Corp . 
 
One of the more significant factors leading to a Councils being at risk of being 
unsustainable was that of road length and while this was a major issue in Western 
Councils it also impacted on other councils closer to the eastern coast. 
 
Western Division intend to hold a  “summit” later this year and invite the relevant State 
Ministers to attend and it was suggested that T-Corp also be extended an invitation to 
attend so that they can expand on their work to a wider audience. 
 
T-Corp representatives demonstrated a desire to work with Councils and showed a 
preparedness to assist Councils were possible. 
 
The General Manager of Wentworth Peter Kozlowski indicated that he would be 
submitting some suggestions in relation to revised benchmark to T-Corp for their 
consideration. 
 
Financial Implications: 
The sustainability battle facing Councils in the longer term is well documented and the 
strain on Council resources has been known for some time. 
 
It is influenced by a number of factors  including, the ability of Local Government to 
meet increasing community demands, the  additional responsibilities as a result of cost 
shifting and the fact that the population base in not growing as quickly as the centres 
on the east coast and in a number of cases is actually contacting. 
 
Councils will need to look seriously at their ability to acquire further assets and look at 
identifying additional and sustainable income streams. 
 
However, the overarching factor that needs to be taken into consideration is that of 
Council’s role within the communities it serves both from a governance and advocacy 
perspective.  
 
While in some ways the Financial Sustainability Rating may be seen as a negative it 
may also serve to highlight the difficulties being faced by Western Councils and 
additional consideration be given to the allocation of operating and capital grants with 
these difficulties in mind. 

 
 
 
 



CONSULTATION: 
Meeting with Western Division Councils, with Ross Earle General Manager of Bourke 
Shire Council, representing Outback Shires Alliance and T-Corp in Sydney. 
 
 

 
 
_____________________ 

                Dan Simmons 
General Manager 
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