
STANDING COMMITTEE ON STATE DEVELOPMENT 

INQUIRY INTO THE ABILITY OF LOCAL GOVERNMENTS TO FUND INFRASTRUCTURE AND SERVICES 

Monday 3 June 2024 

Witness: Mr Peter Tegart (Always Thinking Advisory) 

Questions Taken on Notice 

1 In terms of the overall imbalance or shortfall in funding, would you venture a percentage 

estimate? Do you think councils overall need 5, 10 or 20 per cent more? 

Response  

It is not appropriate to assign a percentage value to signal a shortfall in funding for the entire sector.  

Several sustainability reviews (Allen, TCorp, Independent Review Panel) have all indicated ‘asset 

backlogs’ or ‘funding shortfalls’ previously. One particular council may require a 50% uplift (from their 

low rate base), while another council may only require 5% on their larger rate base. It is perhaps time 

to commission a similar sustainability assessment per council, as that undertaken ten years ago. In 

that circumstance, councils may be more inclined to articulate their real annual maintenance and 

depreciation expense for assets, as the spectre of unsustainability would not be influenced by the 

threat of merger (as was the case in 2013-15). 

The submission promoted the phased uplift of general rate yields per local council across a council 

term, and benchmarked per cohort (metro*, regional, coastal, rural, remote) from which future rate 

pegs (or reference % index) may be published by IPART.  

In recent years, the cumulative effect of drought, natural disasters and covid – together with the 

accompanying surge in infrastructure grants and housing stimulus – has masked the underlying 

financial results and ongoing resilience of many local councils.  As suggested in the Hearing, the 

underlying financial sustainability position and trends of many councils should be discerned from their 

financial statements, stripped of distortions such as grant prepayments and asset impairments, and 

other reported aberrations. 

The submission contended the basic premise of local government is to maintain and renew its general 

assets (infrastructure and facilities), and expand assets largely through Government or developments 

funding. Most council services are founded on accessible, acceptable, equitable and fit-for purpose 

assets. The provision, operation and maintenance of general assets is a ‘public good’. 

By contrast, the provision, operation and maintenance of utilities (water, sewer, waste) is a ‘private 

good’. Accordingly, the utilities should be fully funded by their respective annual and user charges and 

accounted for accordingly. 

In the absence of alternate reliable revenue prospects (such as commercial leases or carparking, some 

metro councils enjoy), the primary source of general income for all local councils is taxes – either as 

general rates or through associated asset grants from Government. 

The primary sustainability test then is – are general rates revenues (recoverable by councils as a tax on 

property) adequate to cover the annualised cost of general assets operations, maintenance and 

depreciation (ie renewals)?  

 *metro: includes Greater Sydney, Newcastle, Wollongong 



The secondary test is – is the combined surplus of general rates and relevant asset grants above those 

asset costs, an appropriate value of tax revenues available for essential ‘public good’ services. The 

table below from the submission, is indicative of those public good services. 

 

To illustrate to the Committee, a sample council from the proposed council cohorts - metro, regional, 

coastal, rural, remote – was randomly selected. From their audited Financial Statements 2022-23, the 

Rating, IPPE and Infrastructure Notes were extracted (refer Attachments 1-5), to identify the gap 

(positive or negative) between their respective tax raising capacity (ie general rates) and their annual 

reported costs to maintain and depreciate their general assets (ie infrastructure, plant and facilities, 

excluding water and sewer). 

It is clear from those samples, without the enduring (and growing) commitment from Government to 

allocate annual grants to support asset maintenance and renewal, many rural and regional councils 

do not raise taxes to levels required for those public good assets and services. It is also contended that 

‘growth’ councils (some of whom were included in the samples) should not be disadvantaged by the 

current practice of IPART to discount the ‘population’ component of the rate peg with the value of 

those councils’ supplementary rate levies. Several IPPE Notes in council financial statements outline 

the extent of assets ‘gifted’ to councils through subdivisions and development, to which future 

operations, maintenance and renewal (OMR) for those assets must be scheduled.  

Alternatively, as a back of envelope guide, the written down value (WDV) of general assets of all local 

councils and their respective rate yields may be extracted from OLG Time Series data. Broadly, 3% of 

that WDV (or 4% in growth councils) are commonly expended on asset maintenance and 

renewal/depreciation each year. Therefore, the Committee may identify a notional funding gap.  The 

definitions of asset operations, maintenance and renewal applied by OLG is at Attachment 6. 

It is suggested the Committee seek an independent assessment of each local council’s taxable capacity 

and grant reliance, grouped into the suggested council cohorts, to establish existing gaps, compare 

cohorts, and inform a potential rating path to phase the uplift of those yields to the appropriate 

equivalence of their general assets annual expense. That phased uplift should be driven through the 

Integrated Planning and Reporting (IPR) framework and be enabled through a simplified ARV 

application (as applied in 2022). 

That process should rebalance property taxes over a term or two, to accommodate the ‘public good’ 

beneficiary principle of assets and the transport, health, safety, recreation and environmental services 

they support. IPART may use that information to establish a suitable ‘base’ per council cohort for 

future ‘reference’ rates or benchmarks. 

It also enables the Government to reassess the level of grants required to be allocated to particular 

councils (perhaps by cohort) to sponsor asset maintenance, renewal and expansion. It may also 
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prompt a rethink of FAG distributions assessed by the Local Government Grants Commission. It is 

acknowledged that rethink may require amendments to the Commonwealth legislation – which may 

emerge through that concurrent sustainability Inquiry. 

Ultimately, the combination of taxes (property taxes and grants) should fund an acceptable standard 

of council assets and associated level of service from those assets. That approach goes some way 

towards improving equity between local government areas.  As the Committee noted, many councils 

are also required to maintain assets on behalf of Government (they are well placed geographically to 

do so), but without appropriate levels of grants, the councils are often not well positioned or 

resourced to meet standards. 

As referenced also in the submission, it is therefore important for Government to sponsor and improve 

the asset and financial management maturity across the sector, utilising IPWEA/IIMM standards for 

consistency in assessment and reporting.  

  



Attachment 1 – Sample General Asset and Rating Schedules – LG Financial Statements – Remote 

 

 

 ^excl W&S $6,914 

^W&S = water and sewerage 



 

 

 

  

excl W&S $6,506 

Remote Council: General Rates ($1,779) | General Assets Maintenance and Depreciation ($13,420) 



Attachment 2 – Sample General Asset and Rating Schedules – LG Financial Statements – Rural 

 



 

  

excl W&S $5,930 

excl W&S $2,100 

Rural Council: General Rates ($5,064) | General Assets Maintenance and Depreciation ($8,030) 



Attachment 3 – Sample General Asset and Rating Schedules – LG Financial Statements – Regional 

 

 

excl W&S $35,235 



 

 

 

 

 

  

excl W&S $17,672 

Regional Council: General Rates ($46,673) | General Assets Maintenance and Depreciation ($52,907) 

NB: example – growth council 



Attachment 4 – Sample General Assets and Rating Schedules – LG Financial Statements – Coastal 

 

 

 
excl W&S $25,777 



 

 

 

 

  

excl W,W&S $19,058 

Coastal Council: General Rates ($31,654) | General Assets Maintenance and Depreciation ($44,335) 



Attachment 5 – Sample General Assets and Rating Schedules – LG Financial Statements – Metro 

 

 



 

 

  

Metro Council: General Rates ($72,166) | General Assets Maintenance and Depreciation ($30,362) 



Attachment 6 – LG Code of Accounting Practice – Asset Definitions 

 



 

 



STANDING COMMITTEE ON STATE DEVELOPMENT 

INQUIRY INTO THE ABILITY OF LOCAL GOVERNMENTS TO FUND INFRASTRUCTURE AND SERVICES 

Monday 3 June 2024 

Witness: Mr Peter Tegart (Always Thinking Advisory) 

Questions Taken on Notice 

2 How much more money do councils need? We've heard it's a case-by-case basis, but it's 

important to determine the quantum of the underfunding problem. Is it 5 per cent, 150 per 

cent? 

 

Response 

Refer response to QoN 1. 
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