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Agenda
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• Introduction
Overview of the Financial Sustainability Review 

• Local Government financial sustainability – the context

• Financial Sustainability and SRV process – General Fund

• Asset management sustainability

• Identifying sustainability improvement opportunities

• Financial sustainability & capacity to pay

• Community engagement

• SRV application

• Questions
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Financial Sustainability/ SRV Project
What to we want to achieve?

• To assess and identify actions to address 
Council’s financial sustainability Approach

• Asset management assessment

• Financial sustainability assessment:

• Sustainability opportunities identification 
→ Improvement plan

• Financial sustainability modelling → 
updated LTFP, potential need for SRV

• Capacity to pay assessment

Outcomes

• An understanding of what needs to be done to 
ensure ongoing financial sustainability

• Lay the foundation for the SRV process – if 
that is the next step.
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Morrison Low 
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Project timeline
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Asset management 
assessment

• Review of asset management 
systems, processes and data

• Asset and financial data 
modelling and analysis > AMS 

Financial sustainability 
assessment

• Identify sustainability 
opportunities and develop 
improvement plan

• Financial sustainability and SRV 
scenario options

• Assess the community’s 
capacity to pay

Potential SRV process

• Preferred SRV scenario (s)

• Community engagement

• ApplicationJune – July 2023

June - August 2023

Sept 2023 – Feb 2024 
Project scope



© Morrison Low

• 77 NSW councils reported an operating deficits in 2021-22.

• The average operating performance ratio of NSW councils has steadily declined from 9.8% in 
2016/17 to -1.5% in 2020-21; For 21/22 - 11 Councils have all funds in deficit (G,W,S) 

• Ongoing core costs outpacing revenue growth – placing pressure on councils’ cash position. 

• Communities are expecting more services and higher asset standards.

• Climate change, increasing frequency and severity of weather directing impacting infrastructure 
costs.

• constricting of government spending will impact councils’ access to funding opportunities, as well 
as potential increase in cost shifting.

• High inflationary environment:

• CPI to April 2023 was 6.8% (ABS:RBA). Expected inflation will track down to 4.75% by  Dec 2023, and 
should fall to 3.5% In June 2024 (RBA)

• LG Wages 4.5%  2023/24; 3.5% 2024/25; 3.0% 3% + Superannuation contribution increases 

• Energy costs up to 300% + an ongoing issue due to transition away from fossil fuels; Insurances up to 20%

6

Sustainability - Industry Context 
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Councils financial sustainability  obligations
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• NSW Local Government Act – Chapter 3

• 8A Guiding principles for councils 

• 8B Principles of sound financial management, councils should:

• spend responsibly and sustainably aligning general revenue and expenses

• invest in responsible and sustainable infrastructure

• have effective financial and asset management

• regard to achieving intergenerational equity

• 8C Integrated planning and reporting principles that apply to councils

• Base performance measures – OLG prescribe measures
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What does it mean for councils?
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• Financial objectives for councils:

• Surplus operating position

• Adequate cash position 

• Funded capital program

• Asset base ‘fit for purpose’

• Having adequate resources to meet ongoing compliance obligations.

• Not negotiable - failure to meet these obligations, will lead to NSW Office of 
Local Government intervention.
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Balancing services and resources
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Resources
Service 
Levels

Quality

Quantity

Frequency

Rates

Charges

Councils must generate a fully funded 
operating position by:

➢ Reducing services/assets

➢ Increasing income usually an SRV

To achieve a sound cash position
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Current Cash Position
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• While Council holds significant 
cash reserves, most of this is 
externally restricted.

• The level of unrestricted cash to 
fund day to day operations is 
dangerous low
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Financial Sustainability & SRV process

Effort and openness

•This is a tough journey
•What is the problem we are solving?
•Councillors/staff alignment
•Everything needs to be on the table
•Council needs to have/take a position ~ 
Y/N SRV
•Proactive PM

Clarity 

• Clear SRV storyline – Council 
leadership

• Broad range of engagement activities

• Informing not seeking approval

• Stay committed

• Ok to refine position during 
engagement

The  End Game

• Councillors to decide

• SRV application?

• If no, what next?

Phase 1: SRV preparation

• establish project 

• integrated LTFP model

• AMS and AMPs

• Workforce plan

• improvement plan

• capacity to pay

• SRV content and scenarios

• Council and staff reviews.

Phase 2: Community engagement 

• engagement plan program and 
activities

• community engagement

• community engagement report.

Phase 3: SRV application

• final LTFP scenarios and aligned 
AMPs 

• prepare SRV application

• review and submit SRV 
application.
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Phase 1: SRV preparation

Phase 1: SRV preparation

• establish project 

• integrated LTFP model

• AMS and AMPs

• Workforce management plan

• improvement plan

• other organisational strategies/Plans

• capacity to pay

• SRV content and scenarios

• Council and staff reviews.

Effectively - Financial and organisational sustainability assessment
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Sustainability assessment – current state
• Asset condition data/SS7 – assessment/analysis

• Asset condition review – high level review

• Asset Management maturity - 2018

• LTFP Review: Financial sustainability assessment

• Base case/current sate

• Assumptions and Improvement opportunities

• Current service/asset levels

• Integration of asset condition assessment –
renewals/maintenance

• Other strategies and projects

Asset 
condition

Improvement 
Plan

LTFP Review

Base Case 
Assessment
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Asset 
Management
Sustainability

ABC Council
Current 

Score

Desired 

score 

3yrs

Priority 

(1-3)
1 2 3 4 5 6 7 8 9 10

Asset Knowledge / Data 6.6 8.0 6.6 6.6 6.6 6.6 6.6 6.6 ## ## ## ##

Asset Classification/ Hierarchy 7 7.0 7.0 7.0 7.0 7.0 7.0 7.0 ## ## ##

Attributes and Location 8 8.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0 ## ##

Condition Data 6 6.0 6.0 6.0 6.0 6.0 6.0 ## ## ## ##

Lifecycle Cost Data 4 4.0 4.0 4.0 4.0 ## ## ## ## ## ##

Valuation, Depreciation and Age/Life Data 8 8.0 8.0 8.0 8.0 8.0 8.0 8.0 8.0 ## ##

## ## ## ## ## ## ## ## ## ##

Asset Knowledge Processes 5.0 8.0 5.0 5.0 5.0 5.0 5.0 ## ## ## ## ##

Asset Accounting/ Valuation 5 5.0 5.0 5.0 5.0 5.0 ## ## ## ## ##

## ## ## ## ## ## ## ## ## ##

Strategic Asset Planning Processes 2.5 8.0 2.5 2.5 ## ## ## ## ## ## ## ##

Strategic Long Term Plan 1 1.0 ## ## ## ## ## ## ## ## ##

Asset Management Policy and strategy 5 5.0 5.0 5.0 5.0 5.0 ## ## ## ## ##

Levels of Service 2 2.0 2.0 ## ## ## ## ## ## ## ##

Risk Management 4 4.0 4.0 4.0 4.0 ## ## ## ## ## ##

Financial Planning and Capital Investment 1 1.0 ## ## ## ## ## ## ## ## ##

Asset Management Plans 2 2.0 2.0 ## ## ## ## ## ## ## ##

## ## ## ## ## ## ## ## ## ##

Operations and Maintenance Work Practices 4.5 8.0 4.5 4.5 4.5 4.5 ## ## ## ## ## ##

Operations / Maintenance Management 6 6.0 6.0 6.0 6.0 6.0 6.0 ## ## ## ##

Critical Assets 3 3.0 3.0 3.0 ## ## ## ## ## ## ##

## ## ## ## ## ## ## ## ## ##

Information Systems 5.5 8.0 5.5 5.5 5.5 5.5 5.5 ## ## ## ## ##

Asset Register 5 5.0 5.0 5.0 5.0 5.0 ## ## ## ## ##

Systems Integration 6 6.0 6.0 6.0 6.0 6.0 6.0 ## ## ## ##

## ## ## ## ## ## ## ## ## ##

Organisation Context 2.0 8.0 2.0 2.0 ## ## ## ## ## ## ## ##

Organisational Strategy 2 2.0 2.0 ## ## ## ## ## ## ## ##

Asset Management Review/Improvement 2 2.0 2.0 ## ## ## ## ## ## ## ##

AM Roles and Responsibilities 2 2.0 2.0 ## ## ## ## ## ## ## ##

## ## ## ## ## ## ## ## ## ##
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Asset management sustainability

15

Asset condition data 
requires some 
validation to improve 
confidence in data
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• Actuals 2021 ~ 1.55% and 2022 ~ 1.4%

16

Asset management - backlog 
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Sustainability Improvement Framework
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• Reduce/cease services levels - Reducing a service level would change access to services or impact other 
noticeable outcomes, like access to services or beautification and town amenity values. For example, the hours that 
some services are open, like swimming pools or services centres, could be reduced, or the frequency some services 
are performed could be reduced, such as mowing reserves or cleaning facilities. Stop/transfer some discretionary 
services, find an alternative provider or a volunteer group within the community to deliver the services. 
Discretionary services, those Council is not legally bound to provide, are not considered discretionary by some parts 
of the community.

• Increase fees and charges - Council collects fees and charges for the use of some services with the balance of 
the cost of providing these services normally funded from the general rate. Council can move further towards a full 
user-payer model of fees and charges, where the direct user of the service pays more, thus the public good 
component decreases, which is the component paid by ratepayers.

• Selling assets - Council can dispose of surplus or underutilised assets. Selling assets reduces cost but only 
marginally by the amount of the maintenance and depreciation costs, normally around 2.5% of asset value. Selling 
an asset with a value of $500,000 would reduce Council’s cost by an estimated $12,500 per annum, so to save 
substantial costs Council would need to sell a lot of assets

• Productivity/Efficiency – This relates to improving Council processes and operations that reduce the level of 
resources needed to undertake these activities, without reducing $ costs. 

18

Sustainability improvement options 
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Improvement Plan
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Improvement 
Plan 

Past

• Service reductions

Present

• Revenue increases

• Efficiencies

• Additional 
resources

Future

• Service reviews
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Workforce Management Plan

Workforce Management Planning 
General requirements for 
workforce management planning 
• 3.11 Each council must develop 

and endorse a Workforce 
Management Strategy to 
address the human resourcing 
requirements of a council’s 
Delivery Program.

• 3.12 The relevant strategies 
contained in the Workforce 
Management Strategy must be 
reflected in the Delivery Program 
and Operational Plan and the 
costs associated with delivering 
the Workforce Management 
Strategy must be reflected in the 
Long-Term Financial Plan.

20
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Other Council Strategies & Plans

Council priority 
Initiatives and 

Projects?
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Establish Councils Sustainable position
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1. The need and purpose of a different revenue path for the council’s general fund 
is clearly articulated and identified in council’s Integrated Planning and 
Reporting (IP&R) documents.

2. Evidence that the community is aware of the need for, and extent of, a rate rise.

3. The impact on affected ratepayers must be reasonable.

4. The relevant IP&R documents must include SRV consideration and be exhibited 
(where required). 

5. Need to evidence productivity improvements and cost containment strategies.

6. Any other matter that IPART considers relevant.

23

IPART SRV criteria

• Permanent SRV application NOT temporary!
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• Understanding a reasonable impact on ratepayers through their 
capacity and willingness to pay

24

Capacity to Pay

0.0% 5.0% 10.0% 15.0% 20.0% 25.0% 30.0% 35.0% 40.0%

Couples with children

Couples without children

One parent families

Other families

Group household

Lone person

Other not classifiable household

Visitor only households

ABC Council - Household Composition (2021)

Rural West Rural East Rural South Town Rural North

• Areas of social disadvantage
• House types
• House income
• Housing tenure
• Socio-economic index

• Vulnerable groups
• Pensioners
• Housing stress

• Cost of living trends
• Proposed rating changes
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SRV applications

• 2024/25 at least 6 Councils are looking at and SRV

• 2023/24 there are 17 applications + 2 minimum applications – 
ranging from 104% over 2 years
•   14 + 2 minimums fully approved and 3 partially approved

• Since 2017/23, 38 councils have made 47 applications - 32 
applications approved in full, 9 were partly approved and 6 refused, 
1- 7 to a 5 year SRV approved.
• 4 refused did not meet the criteria of demonstrating that the SRV 

was included in their exhibited IP&R documents, 4 didn’t fully 
demonstrate the financial need and 3 didn’t demonstrate 
adequate community engagement

2023/24 SRV applications
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Sustainable SRV Story
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Phase 2: Community engagement

Phase 2: Community engagement 

• engagement plan program and 
activities

• community engagement

• community engagement report.
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Community engagement - plan 

Inform Consult Involve Collaborate Empower
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• Council determines which SRV option(s) to engage with the community

• Council notifies IPART of intention to submit and SRV application

• Council finalises community engagement program 

29

Engagement and notification
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Community engagement - awareness 

30
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Phase 3: SRV application

Phase 3: SRV application

• final LTFP scenarios and 
aligned AMPs 

• prepare SRV application

• review and submit SRV 
application. 
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SRV Application

• Council to consider Community engagement report

• Council to determine SRV increase

• Council to adopt revised LTFP 

• Council to resolve to make an SRV application

• Prepare application and submit to IPART



© Morrison Low 33

SRV Project Plan – Program and Timing

Activities May-23 Jun-23 Jul-23 Aug-23 Sep-23 Oct-23 Nov-23 Dec-23 Jan-24 Feb-24 Mar-24 Apr-24 May-24 Jun-24

Project Management 
Asset Management 

Improvement Plan
Workforce Management Plan 
LTFP model and Plan

Capacity to pay
Councillor Engagement

Council Meeting
Community Engagement
SRV Application 

Submit SRV application to IPART
Implement outcome of SRV application

SRV PROJECT PLAN - PROGRAM AND TIMING
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Other questions? 
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