
 

Memo to Councillors 
Audit Risk and Improvement Committee 

  

To: All Councillors 

Cc: Chief Executive Team  

From: Audit Risk and Improvement Committee  

Date: 31 December 2024 

Subject: Consideration of a Special Variation to rates for Northern Beaches 
Council  

 
 
The Local Government Act 1993, the Local Government (General) Regulation 2021 
and Guidelines issued by the Office of Local Government (November 2023) require 
each council in NSW to have an Audit Risk and Improvement Committee (ARIC) that 
continuously reviews and provides independent advice to the council on how it is 
functioning and managing risk (inter alia). The voting members of the ARIC, including 
the Chair, are all independent. 
 
The ARIC has been requested to offer Council some commentary with respect to the 
proposal to apply to the Independent Pricing and Regulatory Tribunal (IPART) for a 
Special Variation (SRV) to rates commencing in 2025/26. We have determined that 
doing so falls within the provisions of the relevant legislation, and our Charter, and are 
pleased to assist in this matter. 
 
The ARIC is mindful that it has a limited role in advising Council on any particular 
decision that Council might choose (including the option to make no decision), and as 
such our advice is deliberately limited to the issue of the relevance and sufficiency of 
materials and advice provided to Council by management to enable Council to be in a 
properly informed position from which to make an informed decision, and the 
reasonable interpretation and use of that information. 
 
In short, the ARIC is of the opinion that: 

• The information, analysis, options and advice provided to Council by 
management are appropriate, sufficient, evidence-based and reliable for the 
decision-making purposes required by Council in this matter 

• It seems reasonable to conclude that the proposed SRV would positively impact 
issues such as the growing asset backlog, declining infrastructure performance 
ratios and the declining operating performance ratio (to the varying extents set 
out under each of the SRV options). 
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In support of the ARIC’s opinion, we offer the following: 
 

• Over the last two years, the ARIC and Council have been presented with, and 
briefed on, Council’s financial position including Council’s Long-Term Financial 
Plan (LTFP). Council’s declining financial sustainability, in the absence of 
intervention, has been noted. 
 

• Updates to ARIC have been provided on the growing asset backlog from 
council’s Asset Management Plans. ARIC has been briefed, and accepts, that 
assets are ageing and deteriorating in condition with many requiring immediate 
intervention 

• The ARIC has also noted each year that the related infrastructure performance 
ratios are in decline, and that without intervention Council will fail to meet 
several performance metrics over the coming years, as highlighted in the LTFP. 
 

• It is evident to the ARIC that the operating performance ratio is also declining, 
and that without the proposed SRV Council is not likely to meet the 
performance metric this year or for several years, with deficit results forecast. 
These results are out of line with the OLG’s required benchmark results. 

 
• The financial impact of natural disasters has been another point of discussion in 

the ARIC, with Northern Beaches needing to play a critical role in disaster 
response and mitigation. ARIC has noted that there is a significant lag between 
when Council needs to expend funds to provide immediate disaster response, 
and when the NSW State Government may provide some funding back to the 
Council as financial support: with a recent example being the receipt on 21 
August 2024 of an outstanding claim of $1.7 million for a severe storm that 
occurred on 19 December 2021 Such mismatches in timing, together with the 
uncertainty of limited available funding, cause financial difficulty for Council. 
 

• The ARIC has observed the development and implementation of a robust 
service review framework, and is pleased with the integrity of the service review 
reports that have been progressively tabled at ARIC meetings – where they are 
discussed in detail for rigour of methodology and analysis. Such reviews 
provide deep dives into operating practices, efficiency and, where relevant, 
effectiveness, in support of appropriate recommendations. ARIC has noted 
Council’s ongoing commitment and effort to undertake service improvements 
and drive efficiencies across its broad ambit of operations. 

• The ARIC has also followed a series of benchmarking exercises by Council 
over time, which provide further positive insights into Council’s operating 
efficiency against its peers and other comparable Councils. 

• The ARIC has noted that Northern Beaches Council has been a leader in 
promoting and facilitating such exercises with other Councils. 
 

Councils across NSW have felt the impact of significant levels of capital and operating 
cost inflation during recent years, while increases in rates income have been capped at 
much lower levels year after year.  In the absence of achieving further efficiencies, 
which are not evident to the ARIC, an SRV is the only way to avoid the cumulative 
effect of these differences compounding in future rather than being offset over time. 
 



 Page 3 of 3 

The ARIC is aware of the recent Parliamentary Inquiry into the Ability of Local 
Governments to fund infrastructure and services, and the recommendations that have 
been presented to the NSW State Government for consideration.  
 
A key factor noted in that Inquiry is the need to redesign the Local Government Rating 
System, including reassessing base rates to ensure Councils can respond to actual 
cost increases, demographic changes and community service demands and 
expectations. 
 
The Inquiry notes that this financial mismatch is unsustainable and that without funding 
intervention the long-term financial sustainability of NSW councils will continue to be 
under pressure. 
 
Noting all of the above, the ARIC is of the view that: 
 

• The information, analysis and insights provided to the ARIC over an extended 
period of time, and our interrogation of that material, supports our confidence in 
the capability of management’s analysis.  The representatives of the Audit 
Office of NSW have also commented to the ARIC on a number of occasions of 
the high quality of the financial management and analysis capability at Northern 
Beaches Council. 

• Whilst it is never possible to conclude that every aspect of any Council’s 
activities are optimised, and that every opportunity for savings and cost 
recovery has been exhausted, the ARIC is satisfied that the situation analysis 
being provided to Council by management (with respect to the issue of a 
possible SRV application) is presented fairly, and that is reasonable to place 
reliance upon the analysis for the purposes intended. 

• The information and the data that the ARIC has been presented with from 
Northern Beaches Council provides reasonable and reliable evidence to support 
utilising the Independent Pricing and Regulatory Authorities (IPART) process for 
a Special Variation to rates. 
 

The entire content of this letter has been endorsed by all of the independent voting 
members of Council’s ARIC. 
 
 
Kind regards 
 
 
Stephen Horne 
Independent Chair 
Northern Beaches Council 
Audit Risk and Improvement Committee. 
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The Audit Risk and Improvement Committee (ARIC) receive regular reports on financial 
matters and provide advice on Northern Beaches Council’s financial management in 
accordance with their Terms of Reference. 

Discussions include the impact major issues had on the organisation, including 
cashflow, like managing the COVID-pandemic and multiple natural disaster events, 
along with industry wide issues that have resulted in multiple inquiries at both the State 
and Federal levels of Government.  

Minutes of ARIC meetings are available on the Council’s website: 
https://www.northernbeaches.nsw.gov.au/council/meetings/committees/audit-risk-and-
improvement-committee. Relevant extracts for the last 3 years are attached. 

  

https://www.northernbeaches.nsw.gov.au/council/meetings/committees/audit-risk-and-improvement-committee
https://www.northernbeaches.nsw.gov.au/council/meetings/committees/audit-risk-and-improvement-committee
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3 Dec 2024: Extract of minutes 

 
  

https://files-preprod-d9.northernbeaches.nsw.gov.au/nbc-prod-files/media/files/2025-01/ARIC%20Minutes%203%20December%202024.pdf?1737701603
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10 Sept 2024: Extract of minutes of extraordinary meeting 

 

 
10 Sept 2024: Extract of minutes of ordinary meeting 

 
  

https://files-preprod-d9.northernbeaches.nsw.gov.au/nbc-prod-files/media/files/2024-10/ARIC%20Minutes%2010%20September%202024%20-%20Extraordinary.pdf?1737709591
https://files-preprod-d9.northernbeaches.nsw.gov.au/nbc-prod-files/media/files/2024-10/ARIC%20Minutes%2010%20September%202024.pdf?1737709590
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11 June 2024: Extract of minutes 

 

 

 

 

 

https://files-preprod-d9.northernbeaches.nsw.gov.au/nbc-prod-files/media/files/2024-07/ARIC%20Minutes%2011%20June%202024.pdf?1737697863
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13 March 2024: Extract of minutes 

 

 

  

https://files-preprod-d9.northernbeaches.nsw.gov.au/nbc-prod-files/media/files/2024-04/Draft%20ARIC%20Minutes%2013%20March%202024_0.pdf?1737709596
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12 December 2023: Extract of minutes 

 

 

 

  

https://files-preprod-d9.northernbeaches.nsw.gov.au/nbc-prod-files/media/files/2023-12/ARIC%20draft%20mins.pdf?1737701903
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12 September 2023: Extract of minutes 

 

 

 

https://files-preprod-d9.northernbeaches.nsw.gov.au/nbc-prod-files/documents/2023-09/Minutes%20Confidential%20-%20Audit%2C%20Risk%20and%20Improvement%20Committee%20-%2020230912.pdf?1737709604
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13 June 2023: Extract of minutes 

 

 

  

https://files-preprod-d9.northernbeaches.nsw.gov.au/nbc-prod-files/documents/2023-06/ARIC%20minutes%20June%202023.pdf?1737709607
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14 March 2023: Extract of minutes 

 

  

https://www.northernbeaches.nsw.gov.au/media/57306
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6 December 2022: Extract of minutes 

 

 

  

https://www.northernbeaches.nsw.gov.au/media/55060
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13 September 2022: Extract of minutes 

 

 

 

https://www.northernbeaches.nsw.gov.au/media/54795
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7 June 2022: Extract of minutes 

 

 

https://www.northernbeaches.nsw.gov.au/media/15953
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12 April 2022: Extract of minutes 

 

 

https://www.northernbeaches.nsw.gov.au/media/15489
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